
# LeaseDate 
-----------

A May 04 
B Oct 23 
c May 04 
D May 04 

Rentals: 

Lease 
Admin :,__..-rT\ 

1998 
1998 
1998 
1998 

Acres Status 
-------- -------

57 . 79 ACTIVE 
38 . 53 ACTIVE 
14 . 45 ACTIVE 
14 . 45 ACTIVE 

STATE LEASE 

CONTROL 

07-104732 

SURVEY 
BLOCK 
TOWNSHIP 
SECTION/TRACT: 
PART 
ACRES 
DEPTH LIMITS 

LESSEE 
LEASE DATE 
PRIMARY TERM 
BONUS ($) 
RENTAL ($) 
ROYALTY 
VAR ROYALTY 

MF100099 

BASEFILE COUNTY 

150077 - REEVES 

PUBLIC SCHOOL LAND 
58 
00 
5 

520.13 <a\ \<a.S.\•S..&tt 
NO 

JOHNSON, CLAY 
May 04 1998 
5 yrs 
0.00 
0.00 
0.18750000 

/195 
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I TrrAN REsoURcES. L.P. 

June II , 1998 

Jr. Drew Reid 
Texas General Land Office 
Stephen F. Austin Building 
1700 North Congress Avenue 
Austin, Texas 78701 

Re: Relinquishment Act Oil a nd Ga Lease 
Lillie 1ae McAdams 
Agent for the S tate of Texas, Lessor 
Clay J ohnson, Lessee 
Reeves County. Texas 
Par·agon Prospect 

Dear Mr. Reid : 

With reference to our previous conver a lions pertaining to the captioned Oil and Gas Lease, enclosed please find 
the foll owing for your files and furth er handling: 

I. Certified copy of Oil and Ga Lea e dated i\lay 4, 1998, between the tate of Texa , acting by 
and through its Agent, Lillie Mae McAdam , said Agent referred to as the owner of the soil, and 
C lay Johnson, Lessee, covering Section 5, &E the NW/41 W/4, /2! E/4, Block 58. P L. 
containing 520.13 acres in Reeves Coun ty, Texas, which has been duly filed and recorded in the 
Oil and Gas Lea e Record of Reeve ounty, Texas. T itan Lease o. TX299-389-082-001 -00. 

2. T itan Resource , L.P. Check o. I 878 made payable to the order of Comm issioner of the 
General Land Office of the ta te of Texas in the amount of $390. 10, representing payment in 
full of lease bonus consideration (1/2 due the tate o f Texas) for the above mentioned Oil and 
Gas Lease. 

3. Titan Resource , L.P. Check No. 1877 made payable to the order of Commi ioner of the 
General Land Office of the State of Texas in the amount of $125.00, representing the required 
proce ing and filin g fee for handling t hi matter . 

Plea e advise this office of the a igned Mineral Number· for the enclo ed lea e when it ha been proces ed and 
duly filed in your records. If additional information is required , p lease do not hesitate to contact the undersigned. 
Thank you for your continued cooperation and courte yin thi matter. 

/gm/wb 
Enclosures 

Very truly yours, 

500 W. Texas • Suite 500 • Midland , Texas 7970 1 • Fax: (915) 687·0192 • Office: (915) 682· 6612 





I TrrAN REsoURcES. L.P. 

June 11 , 1998 

lr. Drew Reid 
Texas General Land Office 

tephen F. A ustin Build ing 
1700 North Congress Avenue 
Austin, Texas 78701 

Re: Relinq ui hment Act Oil and Cas Lea e 
J ohn W. Layfield and/or Sibyl Eaves Layfie ld 
Agents for the State o f Texas, Lessor 
Clay J ohnson, Lessee 
Reeves County. Texas 
Paragon Prospect 

Dea r lr. Reid : 

With refer ence to our previous conver a !ions pertaining to the captioned Oil and Ca Lea e. enclo ed please lind 
the foll owing for yo ur file a nd furth er handling: 

1. Certified copy of Oil and Ca Lea e dated May .t, 1998, between the tate of Texas, acting by 
and through it Agent , John\ . Layfield a nd ibyl Eaves Layfield, aid Agents r eferr ed to a 
the owners of th e soil. and lay John o n, Lessee, covering Section 5, &E theN\ /4t W/4, 

/2NE/4. Block 58, P L, containing 520. 13 acre in Reeves County, Texa , which ha been duly 
filed and recorded in the Oil and Ca Lea e Record of Reeves County, Texas. Titan Lea e No. 
TX299-389-082-002-00. 

2. T itan Resou1·ces, L.P. C heck o. 1880 made paya ble to the ord er o f Commissioner of the 
Cene1·at Land Office of the Sta te of Texas in the amount of $1 ,560.38, representing payment in 
full of lease bonus considerat ion (1/2 uue the tate of Texas) for th e above mentioned O il and 
Cas Lease. 

3. T ita n Resources, L.P. C heck o. 1879 made payable to the o1·der of Commis ioner of the 
General Land Office of the tate of Texa in the amount of $125.00, representin g the required 
processin g and filin g fee for handling thi matter. 

Please advi e this office of the assigned Mineral umber for the enclo ed lease when it ha been p roce ed and 
duly filed in your records. If additional information i required, plea e do not hesita te to contact the under igned. 
T hank you for your continued cooperatio n and courte yi n thi matter. 

/gml wb 
Enclosures 

Very truly your , 

500 W. Texas • Suite 500 • Midland . Texas 79701 • Fax: (915) 687-0192 • Office: (915) 682-6612 
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ACQUISITI8N CHECKING 
• OMM ISSlONER OF TilE GE ERAL LAND OFFICE 

PARJ\GON#299:Gt0 Filing & Processing Fees Payment in fu ll of the riling and 
processing fees due the tate 
of Texas for Oil and Gas Lease dated 
05/04/98 from the State of Texas by Agent. 
John W. Layfield. and wife. 

ibyl Eaves Layfield, Lessors, 
in favor of Clay Johnson, Lessee, 
covering ection 5, S&E 
the W/4 W/4, S/2NE/4, 
Block 58. PSL, Reeves 
County, Texas. 

6/8/98 

Checking GLO Filing and Processing Fees 980538(8 

TITAN RESOURCES, L.P 
ACQUISITie(:l~~~~~~ER OF Ti lE GENERAL LAND OFFICE 

PARAGON #299:GLO Filing & Processing Fees Payment in full of the filing and 
processing fees due the tate 

••• • • • • •• 
•••• • • • •• • 
• 
•••• • •••• 

•• • • • • • •• 
• 

• •• • • • •••• 

Checking 

of Texas for Oil and Gas Lease dated 
05/04/98 from the tate of Texas by Agent . 
John W. Layfield, and wife, 
Sibyl Eaves Layfield. Lessors. 
in favor of Clay Johnson. Lessee . 
covering Section 5, S&E 
the NW/4NW/4, S/2NE/4, 
Block 58. P L. Reeves 
County. Texas . 

GLO Filing and Processing Fees 

6/8/98 

001879 
125.00 

;10 

J 125.00 

001879 
t25.00 

125 .00 



,,,,~, .. ,,.._ ___ ,,_..__ , ...... . "' 

~CQUISITI8&~~~~~~ER OF T i lE GE ERAL LA 

PARAGON #299:Lease Bonus 

Checking Lease Bonus 

D OFFICE 

Payment in ful l of thtl!a~e~tnus 
consideration due the State 
of Texas for Oil and Gas Lease dated 
05/04/98 from the State of Texas by Agent. 
John W. Layfield. and wife, 

ibyl Eaves Layfield , Lessors, 
in favor of Clay Johnson. Lessee, 
covering Sect ion 5, S&E 
the W/4 W/4. /2 E/4. 
Block 58, PSL, Reeves 
County. Texas. 

6/8/98 

980 538 ~ 9 

TITAN RESOURCES, L.P. 
ACQUISIT~~~~tl~ER OF THE GE 

PARAGON 11299:Lease Bonus 
ERAL LAND OFFICE 1 /Z f 

Payment in full of tht lease ~onus 
consideration due the tate 

6/8/98 

••• 
~ . . 
••• 
•••• • • • -· . 
• 
•••• c ··"· .. .. 

• • • . ... 
• . ... • • • •••• 

Checking Lease Bonus 

of rcxas for Oil and Gas Lease dated 
05/04/98 from the State of Texas by Agent. 
John W. Layfield, and wife. 
Sibyl Eaves Layfield. Lessors, 
in favor of Clay Johnson. Lessee, 
covering Section 5, &E 
the N W/4NW/4. S/2NE/4, 
Block 58, PSL, Reeves 
County. Texas . 

001880 
1.560.38 

/1{) 

X: 1.560.38 

001880 
1.560.38 

1.560.38 



tttnt" 1 \L..'-'\JVt\VL-~ 1 L.. l" 

~CQUISITI8~~~~m~~ER OF TilE GENERAL LAND OFFICE 

PARAGO #299:Lease Bon!JS Payment in ftlll of the 1/2 of lease bonus 
consideration due the State 
of Texas for Oil and Gas Lease dated 
05/04/98 from the tate of Texas by Agent. 
Lillie Mac McAdams. Individually and 
Independent Executrix of the Estate 
of Victor J. McAdams. deed., Lessors. 
in favor of Clay Johnson, Lessee. 
covering Section 5, &E the 

W/4 W/4. S/2NE/4. Block 58. 
P L, Reeves County. Texas. 

6/8/98 

Checking Lease Bonus 980538 27 

TITAN RESOURCES, L.P. 
ACOUISITietJ~f;jfl§~t}~ER OF THE GENERAL LA D OFFICE 

PARAGON #299:Lease Bonus 

••• • • • • •• 
•••• • • • .. . 
• 
•••• • •••• 

•• • • • • • •• 
• 

• •• • • • •••• 

Checking Lease Bonus 

Payment in fu ll of the 1/2 of lease bonus 
consideration due the tate 
of Texas for Oil and Gas Lease dated 
05/04/98 from the State of Texas by Agent, 
Lillie Mac McAdams. Individually and 
I ndcpcndcnt Executrix of the Estate 
of Victor J. McAdams, deed., Lessors, 
in favor of Clay Johnson, Lessee . 
covering cction 5. &E the 

W/4NW/4. S/2NE/4, Block 58, 
P L, Reeves County. Texas . 

6/8/98 

001878 
390. 10 

) 7{) 

X 390.10 

001878 
390. 10 

390.10 



ACQUISITION CHECKING 
\ COMMI SSIONER OF THE GENERAL LAND OFFICE 

PARAGON #299:GLO Filing & Proce~sing Fees Payment in full of the filing and 
processing fees due the tale 
of Texas for Oil and Gas Lease dated 
05104198 from the tate of Texas by Agcnl. 
Li llie Mac McAdams, Individually and 
Independent Executrix of the Estate 
of Victor J. McAdams. deed .. Lessors, 
in favor of Clay Johnson. Lessee. 
covering cction 5, &E the 
NW/4NW/4, S/2 E/4. Block 58. 
P L, Reeves County. Texas. 

6/8/98 

980538 26 
Checking GLO f iling and Processing f ees 

TITAN RESOURCES, L.P. 
ACQUISIT~~(ffiER OF THE GE ERAL LA D OFFICE 

PARAGON #299:G LO Fi ling & Process ing Fees Payment in full of the filing and 
processing fees due the tate ... 

• • • ••• 
•••• • • • •• • 
• .. .. 
• •••• 

•• • • • • • •• 
• 

• •• 
0 • • 

•••• 

Checking 

of Texas for Oil and Gas Lease dated 
05/04/98 from the State of Texas by Agent. 
Lillie Mac McAdams, Individually and 
Independent Executrix of the Estate 
of Victor J. McAdams, deed .. Lessors, 
in favor of Clay Johnson, Lessee . 
covering ection 5. &E the 

W/4NW/4, /2NE/4, Block 58, 
PSL. Reeves County. Texas . 

GLO Fi ling and Processing Fees 

6/8/98 

001877 
125.00 

;70 

J 125.00 

001877 
125.00 

125.00 



•• • • • . •• • 
•••• • • • • • • 

• 
•••• • •••• 
• •• • • . •• • 

• 
•• • • • • •••• 
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Crnrnl Lnd Offitt 
Rcllnquhh1.,.1 Atl Leur Form 
Rrvhrd, Stpltmbtr 1997 

PAID UP 

OIL ANO CAS LEASE 

TlliS AGREEMENT Is mado and entered Into lhh 4th day o f May 19~ between lhe S111o ofTcxu , actina by and lhrouah lu 

aaen~,-~JO~HN!!.,.W!!.L., ,...IA~YFIEID~4o"!.!!L...Jan~d~w~i~o.f!o.!e;;L,S;>..IuB;>..YLUoLJEA;.!XVE$u;.;~IA.owYFu;..liu;ELQ"""-l.,_-------------------
Rt . 1, BOx~ ---------------------~~----

------~Ruh~croeJW~~TX~~7L6~0~7uB~----------------~~~~----~~--~-----------------------------------••Id •a••• 1 
(OIV. Permanent Addrcu ) _ 

herein referred to u lho owner of the soli (whelher one or more), and, ____ .;c::LAm;ofY"';:;Ji=OT.HN~SONrr"'-'?<:'==---rrmor-------------------

~ai~fR'7~~b¥e 800 
(Olvo Permanent Addreu) 

herelnal\erulled Leuco. 

1. ORANTTNO Ct:AUSI!. For and In corulderatlon oflho amounu IIIIA:d below and of !he covenanu and a&r<emenu to bo paid, kepi and performed by 
Ltuee under lhh leuo, lho St.alo orToxu actina by and lhrouah lho owner oflho soli, hereby aranu, leu u and leu unto Leuco, ror lho aole and only purpose or 
prospectlna and drllllna ror and produclna oil and au, laylna pipe linea, bulldlna tankJ, atorlna oil and build Ina power 1111loru, telephone llnu and other structures 
thereon, to produce, u vo, take care or,trcll and trwpon uld producu or the leu e, tho followlnalanda shullcd In Beeves County, State 
orTcxu, to-wit: 

Sections. Save nnd Except the NW/~ NW/~. sn NEI~ of Sec l ion 5, Block 58, PSL Survey. 
This is n PAID UP LEASE. S ubject to rhe olher pro1•isions herein conrained , !his lease shall remain in fo rce wirhour renlal paymenls 
o r furl her pnymeniS o rhe r rhan royal l ies herein provided for n re rm of live (5) yea rs f rom this dare (called "primary lc rm"), and so 
long rherenrter os oil o r gas (ell her or bolh) Is produced fro m snld lnnd or land pooled 1here11 llh, or the lease is orherwise malnlaincd 
as pro••idcd he rein. The De po>ilory Bank nnd amount listed in pa rogr.~ph J belo11 is In reference lo the pnymenl or minimum royally 

In nccordance 11 ilh porngrnph S below. 

contalnln,.a __ -=:5.::2"'0"'' .. 1"'3"---- •crca, more or leu. Tho bonus consldcutlon peld for lhb lcuo b u followa: 

To1al bor.us conslderatlon: __ ~THREE~~H'I'H~OU"""S"'ANP::>I.?"'-'ONE""-'"'--lJHUND,..,"""'RED""""'-"'IWENI'X.!!.!.e.J~..!AND::!!.!!~7:..;6~/~1 O=O _________ _ 
Oollll1 (S, ___ __.3c., • ..~..1 .... 2 01L.o... 7LJ6"-__ ..Jl 

Tho total bonus consideration paid rcprescnu a bonus or=-----EIF1'Y~..<:...;~-=FIX~o..IRw.....JA:ooNDw..':-"OO><I.L/~1...,.0..,.0'-...,,...,.."'-------------------
-------------'.:.....------0ollll1 (S 54 00 ) per aere, on 57 792 net acres. 

2. TERM. Subj ect 10 the oilier provlslonJ In lhlsleue,lhb leue shall bo for 11erm or five ( 5 ) years ft-om lhb dale 
(herein celled •primary lcrm•) and u lone lhercaRcr u oil and cu. or cllher of !hem. Is produced In peylna qultlthleJ from u ld l1nd. 
As used In lhls leue, !he term •produced In paylna quanthics• mean; lhatlho recelpu from lhc sale or other aulhorl1ed commercial usc o f !he subs11nce(s) covered 
excctd out or pockel operational cxperuca for lhc six monlhs lut pul. 

l:---OEblr¥-REN"'FAb&-U~f,O·w.l'-4 .... mmonGN1 on •b· 1·ec·1 pr-m1" 1 on or MCoPI on·(') )'"' ft.om •hie ( •••, •ta 1rlcuc rh· 'l tt~lnr l r, unltu 

t:·~~~:Z:C::iJt~ t•~·~;~;~;--~d - 6.2 Dank 
: ; x JC .c .. ~.za,z. .. ~~.~Z~ .. •"'" "'· .~ ....... ,p ., 

ni~ IM~)r t~ a -'""1 apullh~ ~ole" tin Ndltiont buuo oholl pa) or te11dor 10 tt.o G91 IMISSI911ER 9P TilE 6BfEfbttb l:AiiB BFFlee Bf, II! :ST""n! OF 
TEMnS. AT r\\:ISTRf. TE:XIl6. e IUtt I'Uft en or IU~n ttllllltlt Pt )RIII RU Ad r tltl t put lfiPt. llull a,ttt ll M 1 N Ai l l lA II r._ t ll U ttlf \.hr prl II t i l eFo4tf&"lnJ 
~0 commtnetrt111U 1f1 .. t il fe t ORI (I) )'I., ~IM 11hl d t ll Pt) All t All YRil l f a.hl1 ,._II fi ll" l h .. l ~I lA .... fall I lftl IIIIIOWiitl . 

To lhc owner of !he soii :, __ __,'IWWl)'~.~I'*--,.EI.....,.GHT....,.....,AND....,.,'--"8"'9"'/...:1.,0"'0'------;---------------:---­
Dollll1 (S:-------:~::<.:=::::,.,.-::==,...,.=:--:<,...,,..,..,....--..J 

To !he Sllte orTcxu: ___ ---:!'IWFNI'Y~~~-:.EI.:...uGHT...., ....... ANOcu"'-"'8"'8:J./..11,.0~0'-----:------------------
0ollan (S _____ .... 2B....BB:..u....o<"------.,-,-r-:-:---..J 

Total Ren~ai :-::;------~Fri"+V'*':..:::~-... SFI= ... lFN""""'--'l\"'ND"'-'-7.L.;1.9 ""/ "'1 ..... n .... a.._ __ --:-_________________ _ 
Ooll111 (S _____ :::u.-L::r....----------_..J 

In a like manner and upon like pa'lmcnu ortenden annually, lho commcncemenl of a well moy bo further dofmed for siiCCCl.Jive periods of one (I) yoarcach durlna 
tho primary term. All paymcnll or IA:nden ofrent.alto tho owner of~ aoll may bo mado by check or alaht drall oft.uu., or any u slanco oflhls lcue, and may be 
delivered on or be foro lho nontal. ,.aylna dale. lflho bank dcslanllcd In lhll paraJraph (or Ita aucccu or bank) ahould ocaMto ols~ awpend bwlncu,llquldate, fall or 
be succeeded by anolhcr b~nk, or ror any reu on fall or refuso to acccpl rent.al, Ltuco shall not bo held In default for failure to make such paymenu or lcnden or 
rental untlllhlrty (30) days after lho owner or lhc soli shall deliver 10 Lessee a proper recordable lruwment namlna anolher bank u arenl to receive such payrnenu 
or lendcn. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



BO .. 

4, rROOUCTION ROYALTIES. Upon producllun ufdll and/or 8"-'· l.cS>cc agree< to pay ur cnn<e tn be pold onc-holf(l/2) of the ruyaOy 
prnvldcd r. .. In this lca.sc IO the Commluloncr o f the General land O ffice of the Stale ofTc.as. ol Austin. I cxa.s. and one-half (In) or such royalty to the owner or 
~~ . 

(A) OIL. Royalty payable on oil, whl~h Is ~cf1nc~ u lncludln&all hydroca~bons ptoduccd In a liquid form at the mouth oflhe "'ell and also as all 
condensate, dlst late, and other liquid hydrocarbons recovered from oil or aas run through a separator or otlter equipment, as here inaner provided, shall be 

3 16 pan ofthcaross production or the morket Ylluc tlt<rcof, 11 the option oftltc owner oftlte soli or tltc Commissioner o f the 
General Land Office, such value to be determined by I) the highest posted price, plus premium, If any. o ffered or paid for oil. condensate. dist illate, or other liquid 
hydroc11bons. respectively, o f a like typo and aravlty In ll10 &eneul area where produced 111d when run. or 2) lite hl@hest mukct price thereof offered or paid In the 
&<ncral area where produced and when run, or 3) the &ross proceeds of the iolc Urcrco f. whichever Is the &rcat<r. Lessee agrees thai before lilY aas produced from the 
lca.•cd premises Is sold, uJcd or processed In a plant. It will be run free o r eost to tlte royalty owners tluouah a.n adequate nil and a as separator o r canventlonoltypc, 01 

nlhc:r ~qulpment •t leiJit as efficient. so lh1t Ill I liquid hydrc>catbons recoverable nom I he 11.1 by such means will be recovered. The requirement 1l1•t such I"" be run 
through a sepoutor or other equipment may be waived In wrltlna by the royolty ownen upon such tenus ond conditions o.s they prescribe. 

(II) NON rROCESSEil 01\S. Royalty on any II"-' (lnchrdlna nored ~OJ), which h rlelln«l as oil hyolroc11bons and l"'cuus snbstancu not de lined 
as oil in subp111111Ph (A) above, produced from any well on said 1111 (except as provided herein with respect to g•• processed In 1 plont for lhe cxuactlon o f 
aasollnc.llquld hydrocu bon• or olltcr producu) shall be 3 16 past of tltc arou production or tlte m11kcl value thereof, at the option of the 
owner of the soli or the Commissioner of the O<neral Land Office, such value to be based on the hl&hcst market prkc paid or offered for ca.s of comp11ablc quality In 
1hc acncral arc1 where produced 111d when run, or the arou price paid or offered to the producer, whlchev<r Is the ~trcotcr; provided tholthe mulmun1 preuurc base 
In rnciUurln& lite au und<r litis lease shall not at111y tlnte exceed I ~ .6S pounds per square Inch absolute, and U1c stondord ba.sc 1cn1pera1urc shall be sixty (60) 
dcsrccs Fahrenheit. com:ctlon to be made for prcuure accordln& to Ooyle'J Law, and for spcclnc &••vhy acc:otdln& 10 tests made by the Ualancc Method or by chc: 
most opprovcd method oftulln& belna used by the Industry lithe time oftcsllng. 

(C) PROCESS EO 01\S. Royalty on any &as processed In a sasollnc plant ur other pl1111 for the recovery of guo line or olhcr liquid hydroc11bons 
shall be 3/16 pan oft he rcslduc aas a.nd the liquid hydrocorbons extracted or the market value thereof, lithe option oflhc 
owner ofthc soli or Ute Commissioner o f the Ocncrel Land Office. All royalt ies due herein shell be based on one hundred percent (100%) of the total pl1111 
production of residue Jl.' lllribuloblc IO aas produced front litis lea«, a.nd on nny percent (SU%), or lhot percent accruing to lessee. whichever Is the sreoler. of the 
IUiolplanl production of liquid hydrocarbonS allrlbutableiO lhc &&S produced from thb lca.•c; prnvldcd lhol lfll11111d hydrocarbons ore ICCOYtrtd from J l.' processed 
In a plant In which lcu cc (or Its p11cnt. subsidiary or affiliate) owns an lnlcrcst. then tltc percentage applicable to liquid hydroc11bons shall be Ony percent (SO%) or 
rhc hl&hcst pcrcenr accrulnato a third party processing a as throuah such pla.nt under • processing agreement nc&otlatcd 11 arm's length (or rr there Is no such third 
patly, the hi&hcst pcrccnl then bclns spcclncd In rroccssins asrccmcnu or conli'RclJ In the lmJustry). whichever Is the crcfttcr. 1ltc rcsrecllvc royalties nn residue I"" 
ond on liquid hydrocarhnns shall be determined by I) the highest rnorkcl price paid nr o ffered fur ony a•• (or llrrnld hydrocorbnn•l nr cornporablc quality In the 
acucral11ca, or 2) lite arou price paid or offered for such residue s o.s (or the welzhtcd avcrozc sross sell Ins price for lhe respective zradcs o(llquld hydroc11bons), 
whichever Is the &realer. In no even~ however, shall Urc royoltics payable under this paragraph be less tha.n the royalties which would hove been due had the ga.s nnl 
been ruoccs.scd 

(U) 0 rl IER PROOUC I'S. Royalty on carbon black, sulphur or any ollter producu produced or mlltufacturcd from _&as (excepting liquid hydroc11bons) 
whcUtcr nld sas be "culnshcad," "dry," or a.ny other gas, by fractlonallns, burning or any other process ina shall be 3/16 pan of the 
gross production o f such produclJ. or the m11kel value titer cor. at lhc option or the owner o f the soli or the Connnlssloncr or the Oencral Land Office. such nt11kel 
value to be dctcnulncd as follows: I) on the buls of the hl&hcst market price of each product for the same monU1 In which such product Is produced. or 2) on the 
basis o r tltc avcrasc gross sale price of each product for the same monlh In which such products arc produced; whichever Is the arcalcr. 

S. MINIMUM ROYALTY. Durin& any year aner the expiration of the primary lcnn of this lease, If this lea.se Is malnlllncd by production, the royalties 
paid u?dcr this lca.se In no event ~hall be less than an amounl equal to Ute IOiftl a.nnuol dclfty rcntol herein provided; otherwise, there shall be due a.nd payable on or 
before lhc lasl dey oflhc month succccdlna thcannlvcnaty dote of this lcuc a sum equal to the total annual rental less the amount of royalties paid durin& the 
preceding year. If Paragraph) of this lease docs not specify 1 delay rental amount, then for the purposes or this plliiiiPh, the delay rental amount shall be one 
dollar (S 1.00) per acre. 

6. ROY /\LTV IN KIND. Notwlthsta.ndln& any other provision In this lease, at any t ime or from time to lime. the owner of the soli or the Commissioner 
o r the General Land Office moy, II the opllon of either, upon not less than sixty (60) days notice to the holder of the I cue, require lhallhe payment of any royalties 
accruing IO such royally owner under this lea.sc be made In kind. The owner of the soli's or the Commissioner o f the Ocnerol Land Office's rlghtlo wells royalty In 
kind shall nol diminish or negate the owner of the soli's or the Commissioner of the O<ncral Land Office's rlghu or Lessee's obllgollons, whether cxprtss or Implied. 
under this lease. 

7. NO DEDUCTIONS. Lessee agrecslhat all royalties occruing undcrlhls lease (lncludln&lhosc paid In kind) shall be without deduction for the cost o r 
producing. gathering, storlna, sepllatlna, lrtlllns. dchydratlna. compreu lna, process In&, lransportlna, and otherwise maklna lhe oil, au and other producu 
hereunder ready for sale or usc. Lessee agrees IO compule and pay royalt ies on Ute &ross value received, Including 111y rclmburscmcnls for severance lues a.nd 
production rclotcd r:csu. 

&. PLANT FUEL AND R.ECYCL£0 OAS. No royally shall be payable ou any a as 1J may rcprcscnllhls I cue's proponlonate share of any 1\>cl used to 
process gu produced hereunder In any processlna plant. NotwlthJta.ndlnaany other provision o f lhls lcuc, and subject to the written r:cnscnt of the owner o f the soli 
and the Cummluloncr or the General Land O ffice, Lessee may recycle gu for gas lin purposes on the leased premises or for Injection Into a.ny oil or ga.s produclna 
formation undcrlyln&lhc lca.scd premises aner tho llq~ld hydroc11bons r:cntalncd In the au hove been removed; no royalties shall be payable on the recycled gu 
until hIs produced 111d sold or wed by Lessee In a ma.nner which entitles tltc royalty owocn to • royalty under this lca.sc. 

9. ROYALTY Pi\ YMI!NTS AND REPORTS. All royalties nol tokeuln klud shoJI be paid to the Commissio ner of lite General lAnd Office at 1\nslln, 
l'exa.s, In the following manner; 

Payment of royolty on production of oil and cu shall be a.s provided In the rules sci forth In the Texas Resister. Rules currently provide thot royally on oil Is due 
an~ must be received In the Ocncral Land Office on or before Ute Sth doy or the scr:cnd month succccdlna tltc month or producllon, and royolty on au Is due and 
musl be received In the General Land Office on or before lhc I Slh day of the seeond rnonlh succccdlna the n10nth of production, accompanied by the affidavit oflhc 
owner, manager or other authorized agcn~ completed In the form and manner prescribed by U1c O<ncral Land Office ond showln& the gross amount and dlsposllloo of 
all oil and s as produced and the m11kct value of tho oil and ga.s. togcthcr with a copy of all documents, rcr:crds or rcporu confirming the sross production. disposition 
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~n~ markel value lncludlna a as meier rcadin&s. pipeline rccelru. &Ol line rccelpiS and o1hcr checks or memoranda o( amounl produced and ru1ln1o pipelines, lanks, 
or pools and c as lines or gas Sloragc, and any olhcr reporu or records which lhc C'ocncrall.and Office may rcquirclo verify lhc gross production, disposulon and 
markcl value In all cases 1hc aulhoriry o f a manager or agcn11o ac1 for I he Lessee here in musl be filed In lhc General Land Office Each royally paymcnl shall be 
accnmpanlcd by a check Slub, schedule, summll}' or olhcr rcmiuancc advice showing by lhc assigned General land Office lease number I he amounl o( royally being 
p11d on CICh lease I( Lessee pays his rOyally On Or before thirty ()0) days a ncr lhc royally paymcnl was due, lhcn Lessee 0"'CS a penally Of S~~ on I he roy oily or 
S2S 00, "'hichcvcr is grcalcr A royally paymcnl which 1S over lh1rty (JO) days I ale shall accrue a penally of I 0% of the royally due or SH 00 "'htchcvcr Is grcalcr 
In add11ion 10 a penally, royallics shall accrue in1cres111 a ralc of 12Yo per tear, such Interest wtll hcgtn accnting when lhc royally is StXIy (60) days overdue 
Allidavlu and supporting documcniS which ate nollilcd "'hen due shall Incur a penally tn an amoun1 set by lhc General land Office admintsuativc rule wh1ch IS 

dTcc1ivc on lhe dale when the affidaviiS or support in& documeniS were due The l.cssce shall bet.r all responsib1lhy for paytng or ca11stng royallics to be paid u 
rrescrlbed by lhe due dale provided herein, Paymenl or Lite delinquency penally shall In no way opcralc 10 prohiblllhc Slale's righ1 of forfellure as provided hy Ia" 
nor actiO poSiponc the dale on which royallies were ori&lnally due The above penally provtstons shall nol apply in cases o( lnlc dispule os 10 lhc S1a1e's portion o( 

I he royally or 10 lhll portion o r I he royally 1n d1spu1c as 10 fall market value 

I II (I\) RESERVES, CON'l Ri\Cl S 1\NU I) lll l:R ltECOltllS l.cssce shall annually fum1sh lhc Comnusstortcr of the General Land Onice "'ilh 
iiS besl possible est imale or oil and gas reserves underlying this lease or allocable 10 thts lease and shall fumuh uid Commissioner whh coptes or all conlraciS under 
~hu:h gas is sold or processed and all subsequent agreements and amcndmcncs co such conuacts whhin thiny (30) days a ncr cnlcrinc inco or ma.king such conuacu. 
•arccmcnu or amcndmcnu Such contn cu tlld • &rccmcnts when rctciVC~ by lhc General Land omcc shall be held in confidence: by lhc General Land Onicc unless 
Olherwise au1horlzed by Lessee. All Olher conlncu and records pcnalnln& 10 lhc producllon, uansponatlon, sale and market ing o f the oil and gas produced on said 
premises. lncludlna the book.s and accounts, rece ipts and discharacs o f e ll ~el ls. tanks , pools, meters, and pipeline~ shall at all times be subject to Inspection and 
examlnalion by I he Commissioner or the General Land Office, lhe Allomcy General, lhc Governor, or I he represcnlalivc or any of Litem 

(B) PERMITS, DRILLING RECORDS. Wrlncn nollcc of all operations on lhls lease $hall be submincd 10 Lite Commissioner of the General 
Land Office by l.cssec or operalor five (5) day$ before spud date. workovcr, rc-cn1ry, temporary abandonment or plug and abandonment or any well or wells Such 
wunen nollcc to the General land Office shall include copiu o f Railroad Commission forms for Applicalion 10 drill Copies o f wclllc$U, completion rcrorts and 
plugging rcroru shall be supplied 10 lite General Land Onicc Il lite lime lltcy 11c filed whh the Texas Rai lroad Commission. All applications, permiiS, reporu or 
Olhcr fili ngs lhal reference this lease or any specific well on tho leased premises and lhal arc submincd 10 lhc Texas Railroad Commission or any other govemmenlll 
a&ency shall include L11c word "State" In the th le. Addlllonally. In accordance whh Railroad Commission rules, any slgnage on the leased premises for lhe purpose or 
lderui fyina wells, tank bancrles or other assoclalcd lmprovemcniS 1o the land mu$1 also Include lhe word "Stale." Lessee shall supply the General land Offi ce wilh 
any records, memoranda. accounts, reports., c:uuingJ and cores, or other lnfonnatlon relative to the operation o f the above-described premises, which may be: 
requested by lhe General Land Office, in addition lo those herein expressly provided for. Lessee shall have an elecuical and/or n dioac1ivity survey made on lho 
bore·holc Stcllon, from lite base of the surface casing 10 lhe lolal depth o rwell , o f ali wells drilled on lho above described rremiscs and shall uansmh l ln te copy o r 
the log o f each survey on each well to lhc General !.and O ffi ce within 0 1\cen (15) days aner the making of said survey. 

(C) I'ENI\LTIES. Lessee shall lncnr a r enally whcne•cr reroru. documeniS or Olher male rials arc no1 nled In the General Laud Office when 
due, 'lltc r cnahy for late filing shall be SCI by lhe General Land Office admlnlsu atlvc rule which Is crTecllvc on lhe dale when lhe ntalcrlals were due In the General 
LartdOfficc. 

II . DRY IIOI.E/CESSI\ TION OF PRODUCTION OUR INO PRIMI\R Y TERM If, during the primll}' 1crm hereof and prior to discovery and production 
ur oil or gas on said land, Lessee should drill a dry hole or holes !hereon, or if during lhc primary term hereo f and aner lite discovery and actual producllon of oil or 
gas from the leased premises such production thereof should cease from any cause, this lease shall no1 lennlnale If on or before the expiralion of sixty (60) days from 
dale or contpletion or said dry hole or cessation or production Lessee contntenccs additional drilling or reworking opcnllons thereon, or pays or lenders lite next 
annual delay rental in the same manner as provided in this lease If, during the last year of lhe prlmll}' term or wilhin sixty (60) days prior thereto, a dry hole be 
comple1ed and abandoned, or I he produc1lon or oil or gas should cease for any cause, Lessee's rlghu shall remain In full force and crTecl without further opcrallons 
untll lhc explra1lon o f lhc primary term; and If Lessee has nol resumed production In paying quanlhies al the cxpintlon of the primll}' term, Lessee may mainlain this 
lease by conduclin& additional drilling Of reworking operations pursuaniiO Paragraph ll, using lite cxpirallon o(the primary lenn as lhe dale or cessalion or 
rroducllon under Paragraph I 3. Should I he li111 well or any subsequcnl well dril led on the above described land be complelcd as a shul·ln oil or gas well whhln I he 
prltttll}' lemt hereof, Lessee may resume payment of the annuallcnlllln lhc same manner as rrovlded herein on or before the rcnlal paying dllc (ollowln& lhe 
uplrauon ofslx1y (60) days from the dale ofcomplelion o f such shul·ln oil or gas Y<ellartd upon lite failure to make such payment. this lease shall ipso facio 
lenulnalc. If al lhc cxplrallon o ( lhc primary 1cm1 or any lime lhercaner a shul·ln oil or sas well is localcd on the leased rremlses. paymenl> may be made Itt 
accordance wilh the shul·ln provisions hereof. 

12 ORIU .ING ANO REWORKING ItT EXPIRATION OF l' IIIMI\RY TERM. If. 111he cxrirll lon of the prlmll}' lcnn, ncilher oil nor aas Is be in& 
rnoc.Jucctl on n ld land, but Lessee i.s then engaged in drilllna or rcworkina operations thereon, this lease shall remain in force so lona as operations on nld well nr for 
drlllln& or rcworkln& or any addillonal well ate proscculed in &ood faith and In worLrnanlikc mt.rtncr wilhoul ln1errup1lons 101aling more lhan sixty (60) days durtn& 
any one such operation, artd If they result in the produc1lon of oil and/or &as. so long lhcreaner as oil and/or gas Is produced in paying quanthlcs from said land. or 
rayntenl o ( shut-in oil or gas well royalties or compensalory royahies Is made as provided In this lease. 

13. CESSATION, DRILLING, AND REWORKING. 1(, aRer I he cxplrallon of the primary term, production o f oil or gas from lhe leased premises, aner 
once obllined, should cease from any cause, I his lease shall nollerminale If Lessee commences additional drilling or reworking operations within slxly (60) days 
aRer such ccssallon, and this lease shall remain In full force and effect for • n lona as 1uch opcrallons con1lnue In good faith and In workmanlike manner wilhnul 
inlerruptlons IOialin& more than sixty (60) days. If such drillina or reworking operalions result In lhc production of oil or gas, lhe lease shall remain In full force and 
elf eel for so long as oil or gas Is produced from I he leased premises In payln& quantilles or payment or shul·in oil or aas well royallies or payment or compensatory 
royalties is made as provided herein or as provided by law. If the drill lnc or reworking operations result in the complelion or a well as a dry hole, the lease will not 
telminlle lflhc Lessee commences additional drilling or rework ina operations whhln six1y (60) days ancr the comple1ion of the well as a dry hole, and thiJ lease 
shall remain In effect so long as Lessee continues drilling or rework in& operations In good faith and In a workmanlike manner without interruptions tollling more 
I han sixty (60) days. Lessee shall give wriucn no1icc 10 the General !.and Office wllhin thiny (30) days or any ccssalion of produclion. 

14. SHUT·IN ROYALT IES. For purposes of this paragraph, "well' means any wclilhll has been assigned a well number by the stale aecncy havin& 
Jurlsdicllon over the produc1lon o f oil and gas. 1(, at any time allcr the upiralion oflhe prim II}' lcrm or a lease tha~ un1il being shu I in, was be in& mainta ined In 
furce and crTccl. a well capable o r producing oi l or gas in paying quanlillcs Is localcd on the leased premises, bu1 oil or gas Is not being produced for lack of suitable 
ptoduclion (acll il les or lack of a suilablc markcl. lhen Lessee may pay as a shul·ln oil or cas royally an o.rnounl cquallo double I he annual ren1al provided In I he 
lease, bul no1 leu I han s 1.200 a year for each well capable of rroducing oil or cas in payln& quantities. If Patagraph J or this lease docs no1 specify a delay rcnlll 
amount, then for the r urposcs of this pa.ragr~ph , t hc delay rcntala.mounc shall be ouc dollar (SI.OO) per acre To be cfTcctivc, each init ial shut·in oil or gas royally 
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mull be paul nn or before . (I) the expnalron of Ure primary lcrm, (2) 60 days aner Urc Lessee ceases 10 produce oil or gas from I he lc..-cd premises. or (3) 60 days 
a ncr Lessee completes a drilling or rework ing operation In accordance wiUt lf•c lcruc prov\sions; whichever dole Is latest Such paymcnl shall be made one-half (In) 
IO the <.:ummtuioncr o f the General Land O ITice and one·hal f ( In) IO lh< owner of Ute soil If I he shu l-In oil or a as royally is paid, lhe lease shall be considered 10 be 
• producrng lease and lhe payrncnl shall cxlend the lcnn of the lease for a penod of one ycat from lhc end of Ute prrmary lenn, or from lhe finl day oflhe monlh 
fulluwrng I he monlh in which production ceased. and, a ncr Utal. if no suitable producuon f1clli1res nr suitable market for the oil or a as <X ISIS. Lc11cc ntay extend I he 
lease lor four more successive. periods of one (I) year by paying I he same amounl each ycnr on or bcrorc the c;cpi ration ur each shut·in ycnr 

15 COM PENS/\ TORY ROY i\L TIES. If, during the period U1c lease Is kepi In d l'ecl by paymenl oflhc shul·in oil or gas royally, oil or gas is sold and 
t.lchvcrcd In paying quantllics (rom a well located whhln one lhuusand (1.000) reel oflhc lcasclf prcn1iscs amJ completed In lhc SIJ11C producing rc.scrvolr. or in any 
case in which drain•ac is occurting, the rl&ht to cont inue to maintain the lease by paying the shut·in oil or gas royally shall cease, but the lease sha.ll remain c.ITectivc 
ror the remainder o f lhc year for which lhc royally has been paid. The Lessee ntay n1aintaln U1c lc ruc for fnur more successive yeats by Lcll« paylna compensatory 
royalty althc royally role provided In the lease o f the markcl voluc o f production from lhc well causing lhc drainage or which Is completed In U1c same produelna 
reservoir ond wilhln one thousand ( 1.000) feel o flhc leased premises l n c compensaiUry royally Is lobe paid monthly, onc·half( In) to I he Comml11ioncr oflhc 
General Land Office and one-half ( In) lo the owner oflhc soli , bealnning on or before the lasl day o f the month following the month in which the oil o r cas is 
produced from the well causing the: llralno&c or thal li complelcll ln lhc satnc producing ru crvoir and IOCAicd wilhln one thounnd (1.000) feet oflhc leased premises 
If the compensatory royally paid In any 12-monlh period Is In an amounl lcss than lhc annualshul· ln oil or aas royally, l.c:ll« shall pay an atnounl equal lo the 
di rTcrcncc with in lhiny (30) days from the end o f the 12-monlh per iod. Compensatory royal ly paymenu which ate nollimely paid wlllacenre penally and inlerellln 
accordance with Paragraph 9 oflhis lease. None o f these provisions will re lieve Lessee of the obllaalion o f reasonable development nor the obligation co drill o !Tset 
wells as provided In Texas Natural Resources Code 52. 173; however, althc delcnninalion oflhc Commissioner, and wilh the Commisslonc~s wrlnen opproval, lhc 
payment of compensato ry roy allies can sallsfy lhc obll&alion 10 drill o rTsel wells. 

16. RI!TAINED ACREAGE. Nolwlthllandlng any provision o flh is lease 10 1he con1rary, on<r a well producina or copoble ofprodu<ina oil or gru has 
he en completed on the leased premises, Lc11cc shall exercise I he diligence o f a reasonably pruden! operotor In dlilling such addilional well or wells as may be 
rea..,onably necessary ror the proper development o r the leased premises and In market ing the production thereon 

(A) VERT ICAL. In lhc c vcnllhls lease is In force and erTcc11wo (2) years aner the expiration da te o f lhc primary or extended lenn II shail lhen lcmlinatc 
as to all o f the leased premises, EXCEI'T ( I) ~0 acres surrounding each oil well eapoblc or producing In paying quantities and 320 aa u surrounding each a as well 
capable of producina In paying quanlilies (Including a shul·in oil or a as well as provided in Paragraph 14 h<rco l), or a well upon which Lc:11cc Is lhcn cnsaged In 
conlinuous dri lling or reworking operations, or (2) lhc number of acres included in a produclna pooled unit punuantto Texas Natural Resources Code 52.15 t · 
52.153. or (l) such greater or lesser number of acres as may then be alloca ted for produclion purposes 10 a prorauon unit for each such produclna well under the rules 
and regulations of lhe Rail road Commission o f Texas, or any successor agency, or Olher governmental authority hiving jurisdiclion. If 11 any lime aner lhe c rTcclivc 
date o f U1c panlaltennination provisions hereof. Ute applicable field rules arc changed or the "'<II or "'<lis loclled !hereon are reclass ified so thallell acreage is 
thereaOer allocated to uid well or wells (or produclion purposes, tlus lease shall thereupon temunatc as to all acreage not lhereaner allocated to said well or wells (or 
production purposes Notw iU111111ding lhe lem•inallon o f Utis lease as 10 a ponion of the lands covered hereby. Lessee shall nevenhcless continue 10 have lhc riahl of 
ingress'to and egress from lhc lands uill subjcc1 10 this lease for all purposes descubed In ratagraph I hereof, together with eascmenu and riahu-of·way for exillln& 
roods. cxilling pipelines and o ther exiSiing facilities on, over and across all the landsllucrtbed In Para&raph I hereof ("the wained lands"), for access 10 and from U1e 
retained lands and for lhc gathcung or lnnsponation o f oil, gas and other mmerals produced frorn U1c re1amed lands 

(H) I IORIZOtiTloL lnllle e ,,.,,,,. ,, hMI is ift Atr i l · ··" e l::reCI I"'O fl ) )'U tl t iler II.. exphe•1on ·'a•e o Cct.c prisn•q c 0' ex t e nde d 'COP lr s h e ll C..nbcc 
lernthHH~hJ bela ' 19Q feel held the 18181 ~ ~~lh tl rillefl (herel .. eAu ' ilu~ lf th f~~IIU •) j,., I IU h 1II I 8 UI1tf BM UFII&I Fl l l i fll ti' IM P IU ! Fi f' h U (\) 
abo..wc..-unl- " on O' bc'o·c two {2) y c• rt . a , , •b= pdmaq• at extended •·nn 1 ccrct p 1 )" ·n amo••P' t q" ' ' 10 on !:•''(' 0) n'•b· bon·" orle ' n·'')' p t ld LS 

c~i9M An t~ le l t Mt (11 l ftU IIi ut 1ft I'•&• I h lfU~ lfs~eh ..,.,ew•H b fll hlathi9 h M a Jha ll he j ,. f'e n a Md d f.ut M te Jtteh lfeeret rtefllhJ , etuflOid 
let-tttftte1f.o " thlll he fit II ) e tf rti r 111 I dlfili"Pitl fl l ied eF I e {2) ) UU II If l8 le t I U.euaRar 11 e il IJ F IM lJ fH"i4ueed in j I ) ' ::g quat l il ies f:oo: I Jtteh ~CCJIC: depths 
IJ9"Cicd b)' thk ln u . 

(C) IDENTIFICATION AND FILINO. 11•• surface acreage waincd hereunder as 10 each well shall. as neatly as praclieal, be in the ronn of a square with 
the well located In the ccnler thereof, or such olher shape as may be approved by the Commissioner ofthe General Land Office. Within thiny {30) days aner panlal 
1ennina1ion of this lease as provided herein. Lc:sscc shall execulc and record a release or re leases containing a satisfactory legal description of the acreage and/or 
depths nol retained hereunder. The recorded release, or a cenlflcd copy of sante, shall be fi led In the General Land Office, accompanied by the Iii ina fcc prescribed 
by the General Land Office rules In ciTccl on lhc dole the release is flied. If Lessee fails or rcf\1ses lo cxeculc and record such release or re leases within ninety (90) 
days ol\er being requcllcd 10 do so by U1c General Land Office, lhcn the Comml11ioncr al his sole discrellon may dcslgnalc by wrillen lnsltUmcnl lhe acreage and/or 
depths 10 be released hereunder and record such insltUmenl at Lessee's expense In the county or counties where lhe lease Is located and In the official records ofthe 
Gene1al Land O ITice and such designation shall be binding upon Le11cc for all purposu. 

17 • . OI'I'SI!I' WEI.I.:S. Neither I he honus. delay rentols. nor ruyalllcs paid, or 10 he paid, un~cr this lease shall re lieve Lessee o f his obll&al lon In prolccl 
the nil and cas under 1hc above-descr ibed land from being dra ined. l..csscc, sublessee. receiver or olher agenlln conlrol oflhelcased premises shall drill as many 
wells as the (acts may jUJIIfy 1nd shall usc • rpropriatc means and drill to a depth necc.snry In ruc.venl undue drain"gc o( oil and Ill' from I he leased premises. In 
od~ilion, If oil and/or a as should be produced In commercial quantities wilhin I,IXIO feet oft he leased premises, or In any case where the leased premises Is being 
drained by production o f oil or a as. the Lessee, sublessee, receive r or Olher agcnl In control oflhc leased premises shall in aood faith begin the drilling or I well or 
wells upon the leased premises wilhln 100 days aner lhc draining well or wells or the well or wells completed within 1,000 feel of the leased premises Sian producln& 
In commercial quan tit ies and shall prosecute such drl ll ~ng with dil laencc. Failure 10 satisfy the Slalutory o!Tscl obli&alion may subjccl Utls lease and the owner oflhc 
suil's agency rlghu 10 forfehurc. Only upon the delemtinallon of lhe Commissioner of the General Land Office and with his wr inen approval may lhc paymenl of 
cumpcnsalory royalty under applicable Slatutory parameters sallsry U1c obll&allon 10 drill an orTscl well or "'ells requued under lhls pataaraph. 

18. FORCE MAJEURE. I f, a ner a good fahh elTon , Lessee Is prevenlcd from complying wiUt any express or Implied covenant of this lease, rron1 
cont.luelins dril ling opcntlonJ on the leased premises, or (rom producing oil or a as from lhc lca.scd premises by reason of war. rebellion, rlou, sttlkcs, act.s o f God. or 
any valid order, rule or resulac lon o f aovcmmcnt authority, the11 while so prevented, L.cs.see's obli&ation 10 comply with such covenant shall be suspended end l essee 
shall nol be liable for damages for failure 10 comply with such covcnanu; additionally, this lease shall be cxlcnded while Lessee Is prcvcnlcd, by any such cause, 
from eondutllng drilling and reworking opcrelions or from producin& oil or gas from lhc leased premises. llowever, nothina in lhis patagraph shall suspend the 
paymeol of delay rcnlals In order 10 nu lntaln this lease in c!Tccl during lh< primary lcmt In U1c absence o f such drill ing or reworking operalions or production of oil 
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19 WARJV.Nn' CLAUSE. The owner oflhe soil wanants and agrees 10 defend lille 10 lhe leased premises lf lhc owner oflhe soil defaults in 
poymenls owed on !he leased premises, !hen Lessee may redeem lhe rishts oflhe owner oflhe so li In !he leased premises by pay ing any mon&aa<.IIJC<S or ocher hens 
nn I he leased premises. If Lessee makes paymcnll on behalf of I he owner of I he soil underthis paugraph, l.essee may n:cover I he coli n f lhese payments from lhe 
renlal and roy allies due U1c owner oflhi: soil 

20. (A) PROPORTIONATE IIEPliCTION C I.AUSE. lflhc owner oflhe soil owns less than lhe cnlirc undivided surface elllle in lhc ahovc 
dc.<ribcd l•nd, whelher ur nul Lessee's lnlcrcll Is speciOed herein, !hen lhc roy all ies and rcnlal herein provided to be paid 10 lhe owner oflhc soli shall be paid 10 him 
In I he proponion which his ln1ercs1 bean 10 lhc cnl lrc undivided surface cs111c and lhc roy allies and rcn1al herein provided to be paid to lhc Commluioncr of I he 
General Land Office oflhe S111c of Texas shall be likewise proponionalely reduced However, befon: Lessee adjusts lhc royal ly or rcnlal due 10 lhe Commiuooner of 
I he General Land Office. Lessee or hi.s IUihorlzed rcpresenllllve muse subrnillo lhe Commissioner or I he r.eneral Land omce a wrlllcn llllemenl which explainS lhc 
doscrep•or•'Y becween lhelnlercsl purponcdly !cued under Uris lease and the accualinlcrcSI owned by lhe owner oflhe soli. The Commissioner oflhe General Land 
Onice sh.•ll be paid lhe value oflhe whole produtlion allocablelo any undivided lnlereSI nol covered by a lease, less lhe proponlonale developmenl and producllon 
cost allocable 10 such undivided lnlercSI. llowever, In no even! shall the Commissioner o(the General Land Office receive u a royalty on lhe gross produce ion 
11llucablc to the undivided lnlcrcsl nollca.scd an awount len than the value o ( onc-slx tccnlh ( 1116) o f such crou producl lon 

(0) REOUCTION OF PAYMENTS. If, durrnc lhe primary lenn, a ponlon oflhc land covered by lhls !easels Included wllhin lhe boundaries 
or a pooled unllthal has been approved by I he School Land Board and lhe owner oflhe soil in accordance wilh Nalural Resources Code Set! Ions n . l S l-S2 1 S4, or 
of, at any time afler lhe expiralion oflhe primary lemt or lhc extended tcml, this lease covers a lesser number ofa ercs lhan lhetolll amounl described herein, 
payments that arc made on a per acre basis hereunder shall be reduced accurdinalo the number of acres pooled, released, surrendered, or Olherwlse severed, so I hat 
payments delennined on a per acre basis under lhc lemlS oflhis lease durin& lhc primary lerrn shall be calculaled bued upon lhe number of acres ouulde the 
boundaries of a pooled unl~ or, lfaflcr lhc explraclon oflhe primary lenn, lhe number of acres accually rcc. lned and covered by !his lease. 

21 . USE OF WATER. Lc.Jscc shall have the right to usc woter produced on said land nccenary for opera tions under !his lease except water from wells or 
ta.nl:.s or the owner of the soli; provided, however, Lessee shall no1 usc pol able wa1cr or wa1c.r suhablc for llvCJcock or lnlgallon purposes for waternood operations 
wilhout the prior consenl of lhc owner o f the soli. 

22. AUTHORJZEO DAMAGES. Leuee shall pay the owner oflhe soli for damages caused by its operallons 10 all personal propeny, Improvements, 
livescock and c rops on said land. 

23. PIPElfNE OEI'TII. When requcSicd by lhe owner oflhc soil, Lessee shall bury Its pipelines below plow deplh. 

24. WELL LOCATION LIMIT. No well shall be drilled nearer lhan two hundred (200) feet to any house or barn now on said premises without the 
wriucn consent of Ute owner of the soli. 

2S POLLUTION. In developing lhls area, Lessee shall uselhc highest degree o r catc and all proper safeguards 10 prevcnl pollution. Wlthout llmitlng the 
rure&oing, pollution of coastal wetlands, natural waterw•ys, riven and Impounded water shall be prevented by the usc of containment facilities sufficient to prevent 
spillage, seepage or ground water contamlnallon. In the event of pollullon. Lessee shall usc all means alliS disposal co n:caplure &JI escaped hydrocarbons or other 
pollutant and shall be responsible for all damage to public and private propenics. Lessee shall build and m alnllln fences around lu slush, sump, and dralnaao pits 
and tank baucrics sou to protect livestock agalnscloss, damage or Injury; and upon complellon or abandonmenl of any well or wells, Leucc shall fill and level all 
>lush piu and cellars and complelely clean up I he drilling site o f all rubbish !hereon. Lessee shall, while conducting opcral lons on I he leased premises, keep said 
prcrnrscs fice of all rubbi.sh, cans, boulcs, paper cups or garb•~•. and upon conrplctlon ofoperallons shall restore the surface of the land to u ncar Its orls lnal 
condition and contours u Is pract icable. Tanks and cqulpmenl will be kepi painted and presentable 

26 REMOVAl. OF I!QUIPMENT. Subject to linutations in this paragraph, Lessee shall have lhc right to remove machinery and flxtures placed by 
Lessee on the leased premises, lncludinK the rl&hiiO '-'raw and remove ca.sln&, whhin one hundred lwency (120) days at\cr Che cxplnllon or lhc lennlnatlon of th is 
lease unleu the owner oflhc soil granu Lessee an cxlenston of this 12G-day period llowcver, Lessee may not n:movc c:.ulng from any well capable of producrng oil 
and &11 in payin& quantities. Additionally, Lessee may not draw and remove casing until aner lhiny (30) days wrlncn no tice to lhc Commissioner o f the General 
l.and Onicc anti to 1hc. owner of1hc. soil. The owner of the soil )hall become the owner of any machinery. flxlurcs , or c.a.slng which arc. not timely removed by Lessee 
under lhc lcnn.s of this paragraph. 

27. (A) ASSIGNMENTS. Under lhc conditions contained In lhis paragraph and Patagraph 29 of !his leue, the righu ard estates o f cilher pony to this 
lea.ic nuay be assigned, in whole or In plll1. and 1he provisionli of1his lease shall ex lend 10 and be: bln~lns upon thctr hcln, devisees. •czal rcprcscnlat lves, successors 
••hiiLUIJ:;Ib ll ~nvever, • ch•n¥e or t.Jivblon In uwncnhlp nflhc land, reul•ls, or roy•lllu will not enl• r1c lhe obllgalions ofl.cuce, Ll l111lnh h the ri&hls, prlvlh~KU 
YuLI c)IIIIC) uf t ~ehcc. lmpulr the effccllveness uf any paymc1111na..Jc by l ~casec: ur ltup•lr tJ1c ellcct ivcncu of any act pcrfonued by Lessee. A nt.J no thence or 
~lvbion In ownership of the land, rentals, or royalllcs shall bind Lessee for any purpose until thirty ()0) days afler lhe owner oftlte soil (or his heirs, dcvlsces,lccal 
representatives o r uslcns) furnishes the Lessee with satisfactory wrlnen evidence o f the change in ownership, lncludlnalhe original recorded munlmcnu of IItie (or a 
ccnitlc~ copy of such original) when lhc owneNhlp changed because of a conveyance. A total or panlal asslcnment oflhls lease shall, to the extent of the Interest 
usrgncd, relieve and discharse Lessee of all subsequcnl obligations under this lease If this lease is assl&ned In its enllrcty as to only pan oflhc acrcaae. lhe ri&ht and 
option to pay renlalsshall be apponioncd u between lhe several owners ratably, accord ina to lhe area o f each, and failur< by one or more oflhcm 10 pay his share of 
lhc rental shall nocafTccllhls lease on the pan of theland upon which pro rata rcnlals arellmcly paid or lendered; however, lflhe assignor or assignee docs not tile a 
certified copy of such assignment In the General Land Office before the next rental paying date, the ent ire lease shall tcnnlnate for failure 10 pay the ent ire renta l due 
urr~er Paragraph J. Every uslgncc shall succeed to all righu and be subj cetto all obllaatlons, liabilities, and penalties owed to the State by lhe original lessee or any 
prior assignee oflhclcuc, Including any llablllllcs to the State for unpaid royalllu. 

(8) ASSIGNM6NT !. IMITATION. Norwllhsc.ndin& any provision In raragraph 27(a), If the owner o flhe soil .. quires this leue ln whole or in pan by 
asstanmcnl without the prior wrlucn approval of the Commissioner of the General I .and Office. this lease Is void as oflhc time ofuslenmenc and the aacncy power 
oflhe owner may be forfeited by the Commissioner. An uslcnmcnt will be ucatcd as If it were made to lhc owner of !he solllflhc usigneels: 

( I) anomlneeoflhcownero(thcsoll; 
(2) a corporal ion or subsidiary In which lhc owner oflhc sollls a principal Slockholder or Is an employee of such a corporation or subsidiary; 
(J) a panncnhlp In which lhc owner of the soli Is a panncr or Is an employee of such a panncnhlp; 
(4) a principal Slockholder or employee o flhe corporalion which is lhc owner oflhe soil; 
(S) a panncr or employee in a panncrshlp which Is lhc owner o flhc soil; 
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(6) a Hducillf)' for the owner ofl.hc soil~ lncludmg but nollmulcJ to 111 8Uftft.h:m, uu..;lcc. cucuttU. admuu,UIIInr, rct.:ctvcr m cun,cr'Vnlm fm I he 
owner ufthc soil , or I. , 

(7) a family member o (lhc owner o f the soil or rcl1tcd to the O¥rncr oflhc soil by mantagc. blood. or ado ption 
28 RELEASES. Under the conditions contained in this pangr~ph attd rasagraph 29, Lessee "'"Y 11 11ny tirnc Cl(CC\HC and deliver to the owner of the soil 

11nd place of record a rclcMc or rclcll.Scs covering any portion or ron ions o f the: lci\Scd premise~. am.J 1hcrchy ~urrcndcr tJt is lease a._t; to such ponion or portions. and M 
rel ie ved or all subsequent obligations as 10 acreage suncndcrcd Irony pill orthls lease ;,.properly suncndcrcd, the deloy rcntol due under th is lease shall be rcdu<cd 
by the proponion that the suncndcrcd acreage bears to the acreage which was covered by this lease immcdratcly prior to such suncndcr, however. such re lease will 
not relieve Lessee o r any liabilities which may have accrued under this lease prior to the suncndcr or such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. I rail or any pill\ o r this lease Is assigned or released. such ass ignment or release must be recorded In 
the county where the lond Is situated, and the recorded lnsll\lmcnt, or a copy or the recorded hutmmcnt ecttir.cd by ~1c County Clerk o r the county In ,.hlch the 
Instrument Is recorded, must be Olcd In the General Land Office within 90 days or the last execution date accompanied by ~·• prescribed r.llng rcc. If any such 
. ... lgnmcnl Is not so Ole d. the right.> acquired under this lease shall be subject to rorfcilurc at Ole option or the Commissioner or the Gcncrlll Land Office 

30 UISC.:LOSURE CLAUSE. All provisions pcltninlug to~ •• lcn.<c or I he aiM>Ve-dcJCrlhcollnllli hnvc hccn included in this lnSIIUIIICIII, lncludln~ the 
statement of~•c true consideration to be paid ror ~IC execution of this le1.1c llld the rights oud dulles or the pllrlic< Any collateral agreement.> concerning the 
development or oil and gas rrom the leased prcmlsc.s which arc not contained in ~•is lease render this lc&Se Invalid" 

31. FIDUCIARY DliTY. The owner of the soli owes the Slate a Oduclary duty and must rully disclose any racts arTccling the State's interest in the leased 
premises When thelnlcrc<ts of the owner of the soli connlct with those or the State, the owner o(the soil is obllgalcd to put ~1e State's Interests bdorc his penonal 
intcrcsLS 

)2. FOitFEI IlJIUL lfl..c .. uc:c ah ftll fftll or rcn"c to ""'kc lhe r"ft)'tHCIII nffttt)' Slllll \¥hhln lhlll)' 111'1)'1: nllcr ll l tecun1C \ due,"' lri .CS1:CC Clf nn "Ill hut I Tell 
ngcttl shouhJ kuowlugly 111111ke any fAlse return or false rcputt conccmlng production or drllllntt. ur If LC\ \CC shftll (IIIII or rcfu!C to drill lUI)' offset welt or well\ In good 
faith u required by law and ~1c rule~ and rcgulal lons adopted by ~>e Commissioner or ~•c General Land Onlcc, or 1r Lessee should rail to Ole rcpons In the manner 
required by law or rail to comply with rules and regulatlo~ promulgated by the General Land Office, the School Land Ooard, or the Roll road Commission. or If 
Lessee should refuse lhc proper eulhorlly access to Lhc records pertaining 10 opcr1tlons, or I( L.uStc or M Authori7cd •gent should knowingly fail or refuse to '- lve 
correct lnronnatlon to the proper authority, or knowingly rail or rcrusc to l'urnlsh I he Gcncr•l Land Uffice a correct log or ""Y well. or 1r Lessee shill I knowingly 
violate any or the material provision~ or this lease, or l(thls lease is assigned and the a.ulgnmcntls not filed In the Gcncr•l Land Office as required by law, the rights 
acquired under this lease shill I be subject 10 rorfchurc by the Commissioner, and he shall forfeit same when sufficiently lnrormcd o(thc raets which authoriu a 
forfellure, and when forfelled the area shall egein be subject to lease under the. tenns oflhc. Rc11nquishment Act Uo~ever. nothing herein shall be. construed IU 

waiving the automatic: termination of this lcaJe by operation ofiAw or by reiUon o f any speclftl llmhation ftrisln,~t hereunder. Fnrfc1turcs ""'Y be set "''Ide And tiiiJ 
le~se ftnd all rlghl~ thereunder rclru tfttcd before the rights o faunther Intervene urouutisfftctory evidence to the Corumi.uioner of the Gcnc.rftl Lftnd Office ofnrcufc 
compliance with the provisions of I he law and of this lease Md Ute rules and reguiP~tions lhftt ""'Y he .-dopted relfttive hereto 

)J I.IEN. In ftC:CCUtbnc:c whh 1 ex I'.\ NAIUrfllll ltc~outCeJ Code S2. 1 )fl. I he S tftiC. slu•llluwe" lir•t lien UJW111 ftll oil ftmJ ~"'-' r•rnluccd nom the ftfCft cuvtred 
by this lease tu secure payment ur all unpaid royalty and o~>cr sums o r money that may become due under ~>Is lcllc. Uy acceptance of this lease, Lessee grants the 
Stfttc, in addition to the lien provided by Texas Natural Resources Code 52. 136 and any other applicable suuutory lien, an express contractual lien on and security 
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee rrom the sale or such leased mlncrols, whether such 
proceeds 11c held by Lessee or by 1 third pany, and all fixtures on and Improvements 10 the leased premises used In connection with the producllon or processing or 
such leased ntlncrals In order to secure the payment ofall royalties or other amounts due orlo become due under this lease and to secure payment or any damages or 
loss that Lessor may surfer by reason o f Lessee's breach of any covenant or condition or this lease, whether express or Implied. This lien and security Interest may be 
rorccloscd with or without coun proceedings In the manner provided In the Title I, Chapter 9 o r the Texas Ouslncss and Commerce Code. Lessee agrees that the 
Contrnlssloner may require Lessee to <:xecutc and record such lnsll\lmcnts as may be reasonably necessary to acknowledge. attach or perfect this lien. Lessee hereby 
represents that there 11c no prior or superior liens 11ising from and rcllllng to Lessee's activities upon Ute above-described propeny or rrom Lessee's acquisition or 
this lcruc. Should the Commissioner at any time determine th31 this rcprcscnlallon Is not ll\lc, then the Commissioner may declare ~1is lease (or felled as provided 
herein 

34. POOUNO. Lessee b hereby granted the rlghllo pool or unitize the royalty lnlcresl of the owner of the soil under this lease with any olher leasehold 

or mineral inlercsl for the exploralion, developmenl and production of oil or gas or ci01er of them upon the same terms as shall be approved by the School Land 
Ooard and lhe Commissioner of the General Land Office for the pooling or unillzlng of the lnlercsl of the Slate under this lease punuant 10 Texas Natural Resources 
Code 52. 1SI-S2.153. The owner of the sollag..,cs that the inclusion or this provision In th is lease satisfies the execution requirements stated In Texas Na.tural 
Resources Code 52.1 S2. 

JS. INDEMNITY. Lessee hereby releases and discharges the State o(Tcxas aEd the owner o r the soil. their officcll, employees, panncn, agents, 
contractors, subcontractors, guests, Invitees, and their respective successors and assigns, o r and from all •nd any • <lions ftnd causes or action or every nature. or other 
harm, Including envlronmenllll harm, for which recovery or damages Is sought. Including, but not limited to, all losses and cxpcnscs which arc caused by I he 
activities o r Lessee, Its officc:ll, cmpioyces. and agents arising OUI o r. Incidental to, or resulting from, tile operations or or ror Lessee on the leased prcmlscJ 
hereunder, or that may 11isc out of or be occasioned by Lessee 's breach o r any of the terms or provisions of this Agreement. or by any other negligent or strictly liable 
act or omission or Lessee. Funhcr. Lessee hereby agrees 10 be liable for, cxoncrllc, lndemnlry, de(cnd and hold harmless the State or Texas and the owner or the soil, 
their o fficcn, employees and agents, their succcsson or assigns, against any and all claims, liabllllics, losses. damages, actions, pcnonallnjury (Including death), 
cost.s and expenses. or other harm ror which "'covcry of damages Is sought. under any theory Including ton. contract, or strict liabil ity, Including attorneys' fees and 
other legal expenses, Including those related to cnvlronmcnllll hazards, on the leased premises or In any way related lo Lessee's (allure to comply with any and all 
environmcntall•ws: those 11ising rrom or In any way related to Lessee's operations or any other or Lessee's activities on the leased premises: those ar ising rrom 
Lessee's usc of the surface o(thc leased premises; and those that may 11lsc out of or be occasioned by Lessee's breach or any or the terms or provisions ortllls 
Agreement or any other act or omission or Lessee. Its directors. omecn. employees, panners, agents, contracton. subcontracton. gucsu, Invitees, and their rcspctlivc 
succeS\OfS and A.Sslsns. E•ch assignee ofthls Asreemcnt.. or an lntcrc.sl therein. Agrees 10 be llftble for. exonerate, Indemnify, defend ""d hold hftrmless the St•le of 
TexAS and the owner or the soli, the ir officcn, employees, and agent.> In the sarne m•nncr provided •bove in connection with tl1c activities o (Lcsscc. lts officers. 
crnployccs, and agents as described above. EXCEI'T AS OTIIERWIS£ EXPRESSLY LIMITED IIEREIN. ALL Of' T ilE INDEMNITY OD LIGATIONS 
ANDIOili.IAntLIT IES ASSUMED UNUER T il E TERMS Of'1111S AGREEMENT S IIALL DE Wll110lfl' LIM ITS AN II WITIIOUT REGARD TO 
TilE CAUSE OR CAUSES TII EREOf' (EXCLUDING PRE-EX ISTING CONDmO S), STRICT LIAOILITY. OR T il E NEGLIGENCE OF ANY rARn' 
OR PAR1 IES (INCLUDING Til E NEGLIGENCE Of' TilE INDEMNIFIED PARTY}, WIIETII ER SUCII NEGLIGENCE OESOLE.JOINT, 

CONCURitF:NT, ACfiVE, Olt PASSIVE. 

---------r:r~u;;;e~a=:-:n~'Correct 

copy of 
Original filed in 
Reeves County 

Clerks Office 



' ' 

BO u. 

36. ENVIRONMENTAL HAZARDS. U:u cc shall usc the highes t degree of carc and all reasonable safeguards to prevent c:ontunlnatlon or pollution of 
any environmental medium, Including soli, surface waters, groundwater, sediments, and surface or subsurface srral&, ambient air or any other envlronmentol medium 
in, on, or under, the leased premises, by any waste, pollutant. or c:onwnlnanL Lcsscc shall not brlns or permit to remain on the leased prcmlsCI any asbestos 
c:ontolnlng materials, explosives, toxic materials, or substances rcgulat<d as huatdous wastes , huatdous materials, huardous substances (as tho term "Huardous 
Substance" ls deOned In the Comprehensive Envlronm<ntal Response, Compensation and Liability Act (CERCLA). 42 U.S.C. Sections 960 1, etseq.), or toxic 
substances under any federal, state, or local law or regulation ("Hazardous Mat<rlals"), oxcept ordinary products c:ommonly used In c:onnection whh oil and aas 
exploration and development operations and stored In the usual manner and quantiiiCI. LESSEE'S VIOLATION Or TilE fOREGOING PROIIIBITION 
SHALL CONSTITUTE A MATERIAL BR£ACII AND DEFAULT HEREUNDER AND LESSEE SIIALL INDE111NIF'Y, II OLD IIARMLESS AND 
DEFEND TilE STATE OF TEXAS AND TilE OWNER OF TilE SOIL FROM AND AGAINST ANY C LAIMS, DAMAGES, JUDGMENTS, PENALTIES, 
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BV OR ARISING OUT OF (I) A 
VIOLATION OFTiiE FOREGOING PROHIBITION OR (If) TilE PRESENC E, RELEASE, OR DISPOSAL or ANY HAZARDOUS MATERIALS ON, 
UNDER, OR ABOUT TilE LEASED PREMISES DURING LESSEE'S OCC UPANCY OR COI'rmOL OF TilE LEASED PREMISES. LESSEE SIIALL 
CLEAN UP, REI\tOVE, REMEDY AND REPAIR ANV SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BVTIIE 
PRESENCE OR RELEASE OF ANY IIAl.ARDOUS MATERIALS IN, ON, UNDER, OR ABOUTTIIE l.EASED PREMISES DURING LESSEE'S 
OCCUPANCY Or TilE LEASED PREMISES IN CONFORMANCE Wml 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 OTIIER ENVIRONMENTAL LAW OR REGULATION. LESSEE SIIALL 11111\tEDIA TELY GIVE TilE STATE OF 
TEXAS AND TilE OWNER OF TilE SOIL WRITTEN NOTICE OF ANY DREACII OR SUSPECTED BREACH or TillS PARAGRAPH, UPON 
LEARNING OF TilE PRESENCE OF ANY IIAl.ARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROI\1 ANY GOVERNMENTAL 
AGENCY PERTAINING TO IIAZARDOUS 1\tATERIALSWIIICII ~lAY AFFECT TilE LEASED PREMISES. TilE OBLIGATIONS OF LESSEE 
II EREUNDER S IIALL SURVIVE TilE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

)7. APPLICABLE LAW. This lease is Issued und<r the provisions o fTcxaJ Nature.! Resources Code S2.171 through S2. 1110. c:ommonly known as the 
Relinquishment Act. and other applicable stotutcs and amendments thereto, and If any provision In this lease docJ not c:onform to thc.sc statutes, the statulCJ will 
prevail over any nonc:onformlna lcue provisions. 

38. EX£CtrnON. This oil and gas lease must be signed and acknowledged by the LcJsoe before Ills filed ofrec:ord In the c:ounty rec:ords and In the 
Gcn<ral Land Office of the Stole of Texas. Once the Olina requirements found In Paragraph 39 of this lease have been satisfied, the effective date of th is lease shall 
be the date found on Poge I. 

39. LEASE FILINO Pursuant to Chapl<r 9 of the Texas BwlnCJs and Commerte Code, th is lease must be nled ofrec:ord In the office of the County 
Clerk in any c:ounty In which all or any part of the leased premises Is loco ted, and certified c:oplcs thereof must be filed In the General Land Office. This lease Is not 
effective until . CertiOed c:opy of this lease (which Is mode and ecrtiOtd by the County Clerk from his rcc:ords) Is filed In the General Land Office In oec:ordance with 
Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unlus It recites the actual and tnl< consideration pold or promised 
for execution o f this lease. The bonus due the Stole and the prescribed filing fee shallaec:ompany such certiOcd c:opy to the Gen<ral Land Office. 

STATE OF TEXAS 

BY:..,...,....,..,.-..,----:-...,.--:---:-::-----­
Indlvldually and as agent for the Stole of Texas 

Date: ________________ _ 

STATE OF TEXAS 

BY:..,...,.......,.-.,---:--::--::-::--:-:::-----­
Indlvldually and as agent for the State of Texas 

Date: ________________ _ 

STATE OF TEXAS 

5.i i 
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COUNTYO~--A.L..=:=c.L.=>-""-''-=----

~ 
known to me 10 be the persorn\ohose nam~ subseribed 10 the 

(CORPORATION AL' .NOWLEOOMENT) 

.,-...,-----,..---,.,..--,---,,..-.,..------,,"f-~--.,.---:---:--:----:--:--:--:-7"7"'-'and acknowledged 10 me that he exeeutcd lhc same 
for lhc purposes and consldcrallon lhen:ln ex pres , In the capaclly SlAted, and IS lhc ael and deed of u ld eorporatlon. 

Given under my hand and seal of omcclhls lhe. ____ .day or __________ _, 19 __ . 

NoWy Public In and for------ ----

STATE OF~------------------ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF _ ________________ _ 

DEFORE ME, lhe undersigned aulhorlly, on lhb day personal ly appeared'----- --------------- ---

known co me to be tho person whose nunc Is aubscribcd to the forcaoing lnJlnlmcnt.. a.s ---------------------or 

-=-~----.,.--,,.,-__,.-.,.-~---:-:--:----:----:--:--:----:--:--:--:--:-:--'and acknowledged 10 m• 'hat he exeeuted lhe same 
for lhe purposes and consideration therein expressed, In lhe capacity Slated, and IS the act and deed of said corpora lion. 

Given under my hand and seal of omcc lhls lhe ______ day of __________ _, 19 __ . 

STATE OF __ _..'J'EXN'-""""""S'------­

COUNTY OF_~MI=DLAND::::..:"-'::...-----

Notary Public In and for _________ _ 

OND~DUAL ACKNOWLEDGMENT) 

Defore me, lhc undersigned aulhorlly, on lhls day personally appean:d. _ _,Cl"""a"-yl--'J,.,o=hnso==n.!-_____________ _ 

known to me to be lhc persons whose names are subscribed 10 lhc foregoing lnsiiUmenl. and acknowledged to me that they cxeeuted the same for the purposes ~d 
consideration therein expreucd. 

Given under my hand and seal of office lhls lhc. _ __.2'-'-'0'--J'I---__ ~day of ~ 19 98 
7J1~_.::..::.,__-

Notary Public In and for_~p.r..:;~~<..:<.."-....:...!::j ___ _ 

(lNDIVIDUAL ACKNO.VLEDGMENT) 

Before me, lhe undersigned authority, on this day personally appeared John W. Layfield and wife, 
Sicyl Eaves Iayfi eld 

known to me to be the persons whose names arc subscribed to the foregoing lnsiiUmenl. and acknowledged to me that they executed the same for the purposes and 
consideration therein cxpreued. 

Given under my hand and seal of om eo this the _ __,/'---4'--___ .day of 

SHilRON CRAWFORD 
Notary Public 

STATE OF TEXAS 

My Comm ElCil. 0510412001 
~~,.~=~ 

~,,98 
~I 

·---·· ~------"'"':':"ru':"::e::--a~n:::d Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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EXH IBIT "A" 

ATIACHED TO A D MADE A PART OF THAT CERTAfN OIL A D GAS LEASE DATED 
MAY 4, 1998, BY AND BETWEEN JOHN W. LAYFIELD A D WIFE, SIBYL EAVES LAYFIELD, 
AS LESSORS, AND CLAY JOHNSON, AS LESSEE, AND COVERJNG SECTION 5, S&E NW/4 
NW/4, S/2 NE/4, BLOCK 58, PSL SURVEY, REEVES COUNTY, TEXAS 

If, at the expiration of the pnmary term hereof, this lease is being held by production or a shut-in 
well pursuant to the tem1s 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 tenn 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 tenn 
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 tem1 hereof, whichever is the later date: and thereafter carry on 
tl1e continuous drilling program until all proration units have been drilled, allowing not more tl1an 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 perfom1ance 
thereof, then in either event, this lease shall tem1inate 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 tem1 "prora11on unll" as used in th1s paragraph means any acreage des1gnated as a 
drilling unit or production unit 111 accordance with the rules of the Ra1lroad Commission of the State of 
Texas. Further, the tenn "commencement" shall mean that point in time when the pertinent well is spudded 
and the tenn "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 tem1ination 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 th is lease for purposes described Ill 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 requi red or permined 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 progran1. 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. 

- - --

FILE NO. 1609 

FILED FOR RECORD ON THE 9TH. - - =-=-=.:... __ 
DULY _RECORDED ON THE lOTH. 

BY: cld•U)l/.v ()(II[)~ 

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 lhe 
ong1nal record now 1n my lawful custody and possesSton, as the Sa!!JI:~S 
flied/recorded in the publiC records of my offiCe, found 1n VOL.S.ZY... 
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Ge~~traJ Laad Office 
llcllaqabllmar Act Leue Form 
Rrnxd, September 1997. 

Paid-up 
u h. AM> GAS I.LASE 

I, 

nus AGREEMENT is made IDd cnla'ed into this 2 3 ~of October 19~ betweaa !be sar.e of Teas. ..:tine by md throop its 

aacnt.._....:B~i:....~1~1:.-.....!.!Wh.!.!.:!::..i t~e=.!a~c=..:!r:..!!ie:...,~d~e'-2a.=.l""-i ~n o::.L.....rn=fiUL....!.U.i~s~s0J.f~ ~1 g~,~~~n~~~a~;~:+~P~~ 7-f ;~!~!~t-f:ur;_;:g~E~:~;:;i;~~¥-:' n=--. -;;T~X;:---=;7~5~0~9 ,.,..2 -= 
----------------------------------------~--------~~~------------------~----------'$Ud~ (Give PermmcDt Addn:ss) 
beteln referred to as the owner of the soil (wbc1bcr oac or more:). md, ___ ....;C;<.L:;:;Ar:-;Y=-:-,,;:J;..;O:;_;HN~;.;;S;;..O;:=N;_=--.......,:-----:,...,-:::----------

1Q3 w. - Wa ll, s uit e 8 00 
M1 o1and , TX 7 9701 

(Give Pe:rmmc:nt Addras) 

1. GR.ANllNG CLAUSE. For and in coosidcr.llioo of the amounts stl1ed below md of the CO'ICDants md acrec=ts to be paid, 1ccpt md performed by 
~ l.llldcr this leue, the State ofTex.zs actin& by md through the OWDCr of !be soil. bcrdJy ~leases IDd lets IIDID Lessee, filr tbe sole md only purpose of 
prospcctinc md drillin& for md producin& oil md ps, Jarin& pipe I iDes. buildinc laDia, szoriD& oil md buildinJ power stadons, ldepboae rmc.s md ocbcr suueucs 
thereon, to produc:e, save, take care o( t=1t md transport s3id produl:a of the lease, !be foUowiog lands situarcd in_ ~~S Counry, StiLe 
ofT c:us. to-wit: 

All of Section 5, save and except the NW/4 NW/4, S/2 NE/4 of 
Section 5, Block 58, Public School Land Survey 

containing 5 20. 13 acres. more c. less. The bonus consideration paid for this lease is as follows: 

TothcS~ofT~ ___ O~n~e~T~h~o~u~s~a~n~d~F~o~r~t~y~a~n~d~2~6~/~l~O~O~----_-_-_-_-__ - _- _-_-_ -__ - _- _-_-_ -__ - _-_-_-_ -__ - _-_-_ 
Doll an (S 1 , 0 4 0 . 2 6 ) 

Totheowncrofthcsoil: One T hou sa n d For t y a n d 26/100--- - - ----- ---- ------- - --
Dollzn (S 1 , 0 4 0 , 2 6 ) 

T ot:ll bonus considcratioa= T w o Thousa n d E i ghty a n .d 52/100------ - --------------
Dollars (S 2 , 0 8 0 • 5 2 ) 

The total bonus consideration paid repn::se:ats a bonus of....,.,...--p.F..;:;i;-:f:...tirloy.--F;:...;;;o...;u...;r;;;_....;;a...;n~d-0'-0..;....:_/-'l-O..;;....,oO,-.,-..,.-.... -.,-- - --- ------- -- - -- - -- -_ - _-_ 
____________________________ Dollazs (S 54 . 0 0 ) per ac-e. oa 38 . 5 3 net =.. 

2. TERM. Subject to tbe other provisions i.n this I~ thi.s I= shall be for a tam of f i ve ( 5 ) yearS from this cW.c 
(herein called "primary term") and as lone thereafter as oil and p.s, ar either of them. i.s produc.ed i.n p<l}'iac quantities from said land. 
As used in this lease, the tetm "producc;d iD payinc quantities" m= that the receipts from tbe sale or other authorized commc:rcw use of the subsunce(s) covered 
cxc:c:cd out of poclcc:t operational cxpcn.s.es fur the six months last put. 

~see Exhibit "A" attached f~r Pd- Up Delay ~ental Provision shown as Parag raph #40. 

true aAd eorr~ct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



. •·. . PRODUCTION ~C?YALTIE.S. Upoo production of oil a.adlor ps. Lessee ~es to pay or= to be paid one-half(l/2) of the royalty 
prov1~ed form thiS lease to tbe Commissioner of the General L=d Office oftbe Swe of Texas. at Austin. Texas. acd one-half(l/2) of such royalty to !be owner or 
the SOil: .. . 

(A) OIL. RDyalty payable oo oil. which is defi.aed as indudin& all hydrocarbons produced in a liquid form zt the mouth of the wdl a.ad also as all 
condcnsatt., distillate. and ocher liquid bydroc:albons =vered from oil or ps run throueJl a scpantor or otha- equipment, as bc:n:inaftc: provided, shall be 

3/16 part of the gross production or the marlcct value ~t; zt the option of the own.e:r of the soil or the CommissiOOeT of the 
General Land Office, such value to be dct=nincd by I) the bi~ posted price., plus premium. It any, offered or paid for oil. condensate, distillate, or other liquid 
hydrocarbons. respectively, of a like type md p-avity in the &encra1 area wbcrc produc:cd and wheu nm, or 2) the hi&}lc.st market price lhc:r=C offi:red or paid ill the 
&eDClalarn where produc:ed md wbcD nm, or 3) the gross proceeds of the sale thereof; wbichcva' is the crca=. Lcs.scc qrccs that before my ps produced from tbc 
lcasc:d premises is sold, u.scd or ptOceSSCd in a plant, it will be run free of cost ID the royalty owncn throueb an adequate oil and ps ~of eouventiooal type. or 
other equipmc:nt zt least as efficicm, so that all liquid hydrocarl>oas rccovenble &om the ps by such r:nems will be recovered. The requirement that such ps be nDl 

tbcoup a scparaJOr or olbcr equipment may be waived in writin& by the royalty OWDeTS upon such tcnns md conditions as they prescribe. 

(B) NON PROCESSED GAS. RDyalty on any &as (mcludin& flared ps), which is defined as all hydrocarbons and pscous substances DOt defiDcd 
as oil in subpancraph {A) above, produced &om any well oa said lmd {exc:q~t as provided haein with respect to ps proGCSSCd in a plant for the c::arxtioQ of 
psolinc,liquid hydrocarbons or other products) shall be 3/16 part of the poss produc:tioo or the IZIUUt value thereof; c the optioa oftbc 
owner of the soil or the Commissioner of the Gc:ncral Land Offic:.c, such value to be based oo the hi&hcst awlcct price paid or offued for ps ofc:ompanble quality ill 
the &enenl area whae proc:lua:4 and when run, or the gross price paid or offered to the producer, whicbeva- is the p-eater, provided that the marimum prc::ssurc base 
in measurin& the ps under this lease shall oct u my time exce:cd 14.65 pounds per square inch a.bsolu11; and the staDdard base tcmperan= .shall be sixty (60) 
de~ Falu=hcit. com:ctioa to be made for pressure accordinc to Boyle's Law, and for spcei.fie &J'3Yity ec.cordin& to tcszs made by the Balance Method or by the 
most approved method of testing being u.scd by the industry • the time oftestin&-

(C) PROCESSED GAS. Royalty on any gas proecs.scd in a gasoline plant or other plant for the recovery of p:soline or ocher liquid byclroc:arboas 
shall be 3/J 6 part of the residue gas and the liquid bydroarbons c::xtractcd or the marlcet value thereof; at the option of the 
ownct of the soil or th~ Commission a- of the Gencnl Land Office. All royalties due herein shall be based on one hundred pcrcc:nt (1 00%) of the to121 plant 
produc:tion of residue gas attributable tops produced from this lease, and on fifty percent (SO%). or that perceut accruing to Lessee, whic:hever is the~. of the 
total plant produc:tion ofliquid bydroc:arbons amibuuble to the g:as produced from this lease; provided ttw ifliquid bydroc:arbons arc recovcn:d from &as proc:ascd 
in a plant in wbic:h Lessee (or itl parent, subsidiary or affiliate) owns an interest, then the pen%1113ge applicable to liquid bydroc:arbons shall be fifty pcn:c:nt (S~!.) or 
the highest pc:rc:ent accn~in& to a third party pro<:e:sling ~through suc:h plant under a proce:s.sing agreement negotiated u ann's length (or if there is oo such third 
party, the highest percent then being specified in proc:e:s.sing agreementl or c:onlr.ICU in the industry). whichever is the ~ate:r. The respec:tive royalties on residue ps 
and on liquid bydroc:arbons shall be detennined by I) the highest macket price paid or offen:d for any gas (or liquid hydroc:arbons) of comparable quality in the 
general area. or 2) the gross price paid or offered for such residue g:as {or the weighted average gross selling price for lhc respective grades of liquid hydroc:arbons). 
whic:hcver is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties wh.ic:h would have been clue had the gas not 
been processed. 

{D) OTHER PRODUCTS. Royalty on c:arbon blac:lc, sulphur or any other productS produced or manufac:tured from ps (e:xce_pting liquid hydroc:arbons) 
whether said gas be "c:asinghea.d, • "dry, • or any otha- gas, by fractionating, bwning or any other ~Uig shall be . 3/1 b pan of the 
c;ross produc:tion of suc:h products, or the rnarlcet value !hereof: at tbe option of the own a- of the soil or the Commissioner of the General Land Offic:e, such m.atXet 
value to be dete.mtined as follows: I) on !he basis of !he highest rnarlcct priee of each produc:t for the same month in wh.ic:h suc:h produa is produced., or 2) on the 
basis of the average gross sale price of each produc:t for tbe same month in whic:b suc:h produc:ts are produc.ed.; whichever is the grc:at.e:r. 

5. MINIMUM ROYALTY. During any year afta- the expiration of the primary tenn of this lease, if this lease is rnain.Wned by production, the royalties 
paid under this le~ in no event shaJJ be Jess than a.a amount equal to the total annual delay rental hcTc:in provided; olherwise, there shall be due and payable on or 
before the last day of !he month succeeding !he annive~ date of this I= a swn equal to the toal annual rental less the amount of royalties paid during the 
preceding year. If Paragraph 3 of this lease docs not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one 
dollar {Sl.OO) per~ 

6. ROYALTY IN KIND. Notwithstanding any ocher provision in this lease, u any time or from time to time, the owner of the soil or the Cornmissiona­
of the General Land Office m.zy, u the option of eitha-, upon not Jess than sixty (60) days ootice to the holder of the lnse., require that the payment ofa.ay royalties 
accruing to suc:h royalty owner under this lnse be made in kind.. Tbe owner of!Jle soil's or the ComrnissioneT of the General I..and Office's right to talce itl royalty in 
lcind shall not diminish or ncg,uc the owner of !he soil's or the Commissioner of the General Land Office's rigbtl or l.esscc's oblipl:ions, whether express or implied. 
unda- this lease.. 

7. NO DEDUCTIONS. Lc:ssce agrees that all royalties a.c:cruing under this lease (inc:luding those paid in kind) shall be ~lhout deduction for the cost of 
producing, pthering, storing. separating. t=uing, dehydrating. compressing. processing. transporting, and otherwise making the oil. &as and otha- products 
hen: under ready for sale or we. Les.scc agrees to compute and pay royalties on the gross value received, including any reimbursementl for sevc:ran~ taxes and 
production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent chis lease's proportionate share of any fuel used to 
process gas produced hereunder in any processing planL Notwithsunding any other provision of this lnsc, and subjea to lhe written consent of the owner of the soil 
and !he Commissioner of !he General Land Office, Les$ee nuy recycle gas for ga.s lift puq10ses on the lc::ISed premises or for injec:tion into any oil or ga.s producing 
formation underlying the le:ued premises after the liquid hydroQfbons contained in the ga.s have be:n removed; no royalties shall be payable on !Jle n:cycled ga.s 
until it is produced and sold or used by Lessee in a manner which entitle$ the royalty ownen to a royalty under this lnse. 

9 . ROYALTY PAYMENTS AND REPORTS. All royalties not t.alcen in kind shall be paid to the Commissioner of the General L.Jnd Office at Austin. 
Texas, in the following manner. 

Payment of royalty on produc:tion of oil and gas shall be as provided in the rules set forth in the Tcxa.s Register. Rules currently provide that royalty on oil is due 
and must be rec:eived in !Jle General Land Offic:e on or before tbe Stb day of the sec:ond month succeeding the month of production. and royalty on ga.s is due and 
must be received in the General Land Office on or before the !Stb day of the second mon!Jl suc:cuding the month of production, a.ccompanied by the a.ffidavit of the 
owner, manager or other authorized agent, completed in the fonn JJld manner prescribed by the General Land Office and showing the gross amount and disp?siti~": of 
all oil and gas produc:ed and the marlcet value of !Jle oil and gas, together with a copy of all documcniS, records or reports confirming the gross p(oductio~ diSpDSIUOn 

rrue and ~vorre ct 

[,~· copy of . ~ * Original filed 1n 
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, and maric:et vaiue lncluCiing gas meta readings. pipeline n:ccipts, ps line receipts aod other checks or memoranda of amount pNduccd and put into pipelines, tanJc:s. 
or pools and gas lines or gas storqc. and any other reports or records whic:h the General Land Office may requin: to verify the gross production. disposition and 

' market value. In all cases the authority of a mmaccr oc qent to .a for the 1...ess« bcn:in must be filed in the GcnenJ Land Offic:e. Each royalty p&)'niCDt siWI be 
ac;c;ompanied by a check nub, sc:hcdulc. swnmary oc other remittance advice sbowinc by the assipcd Gcncnl l..IDd Office lease number the amount of royalty being 
paid on ca~;h lease. If Lessee pays his royalty on or before thiny (30) days after the royalty payment was due, then Lessee owes a penalty of S% on the roy.Jty oc 
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall ac:aue a penalty of lO"'h of the royalty due or S2S.OO whic:bcvcr Is~. 
In addition to a pc:nalty, royalties shall accrue interest at a rate of 12% per year; sud! int.crcst will begin accruinc when the royalty is sixiy (60) days overdue. 
Affidavits and su!'!IOrting documents wbich an: not filed when due shall incur a penalty in an amollllt set by the Gencnl Land Office administrative rule wbic:b is 
effective on the dale when the affidavits or supportinc doc;wncnts wuc due. The Lessee shall bear all responsibility for payinc or causing royalties to be paid as 
pn:xribed by the due date provided herein. Paymem of the delioquenc:y penalty shall in DO way operate to prohibit the State's right of forfeiture as provided by law 
nor act to postpone the date oo which royalties were oriJinally due. The above penalty provi.sioos shall not apply in cases of tide dispu~e as to the State's portion of 
the royalty or to that portion of the royalty in dispute as to fair maria:t value. 

10. (A) RESERVES, CONTRACTS AND 01HER RECORDS. L=see shall umually fiunish the Comm.issiona of the Genenl Land Office with 
its best possible cstimalc of oil and cas n:servcs underlyinc this lease or allocable to this lease and shall furuish said Commissioner with copies of all cootncts lDidcr 
which ps is sold oc proccs.scd and all subsequent aareancms and amendmeuts to such cootrxts within thirty (30) days after entering into oc maltinc such c:oatrxts, 
agreements or amendments. Suc:h contracts and qrcemcnts when received by the Gcuc:ral LIDd Office shall be beld in confidence by the GenenJ Land Office uolcss 
otherwise authorized by Lessee. All other contracts and records pertaininc to the production, transportation. sale and awk:eting of the oil and cas produced oa sald 
premises, including the boola and aa:ouats, n:c:cipts and disclwges of all wells, amla, pools, mct.c:s, and pipelines shall at all times be subjett to inspection and 
examination by the Commissioner of the GcncnJ Land Office. the Attorney Gcnc:ral, the Governot, or the representative of any of them. . 

(B) PERMITS, DRlLLING RECORDS. Written notice of all operations oa this lease shall be submitted to l!le Commissioner of the GmeraJ 
Land Office by Lessee oc operator five (S) days before spud date. worlcover, re-cnay, temporary abandoMlcnt or plug and abandoruncnt of any well or wells. Such 
writtcD notice to lhe General Land Office shall include copies ofiU.ilroad Commission fonns for applic:ation to drill Copies of well tests, completion reports and 
plugging reports shall be supplied to the Genenl Land Office rolthe time they art filed with tllc Tc:as P...:ilroa:! Commission. All applic:a!ions, pennits, reports or 
other filings that reference this lease or any specific well on the leased premises and that an: submitted to the Texas ~lroad Commission or any other covcrnmental 
agency shall include the word "Stare" in the tide. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the pwpose of 
identifying wells, tank batteries or other ~iatcd improvements to the land must also Include the word "Stall:. • Lcs.sec shall supply the General ~d Office with 
any records, memoranda, ac:couots, reportS. cuttings and cores. or other information relative to the operation of the above -«:scribed pn:miscs, which may be 
requested by the Gcocral Land Office. in addition to tbo.sc bcn:in expressly provided for. Lcsscc shall have an electrical and/or radioactivity survey made oa the 
bore-hole section. from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true oopy of 
the log of each survey on eac:h well to tbe Gcnenl Land Office within ft.&at (IS) days after the making of sald swvcy. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or odler materials an: not filed in the General Land Office whe.n 
due. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in the General 
Land Office. 

II . DRY HOLEICESSA TION OF PRODUcnON DURING PRIMARY TERM. U: during the primary tcnn hereof and prior to discovery and production 
of oil or gas on said land, Lessee should drill a dry hole or holes thereon. or if during the primary term hereof and afta the discovery and a.ctual production of oil or 
gas from the leased premises such production thereof should cca.sc from any c:ausc, this lease shall oot terminate if on or before the expiration or sixty (60) days from 
date of completion of said dry hole or cessation of production Lessee coauncnces additional drilling or n:worlting opcrations thereon,. or pays or tenders the next 
annual delay rental In the same manner as provided in this lease. U: during tbc last year of the priiiUl)' tcnn or within sixty (60) dsys prior thereto, a city hole be 
completed and abandoned, or the production of oil or gas should cease for any cause. Lcsscc's rights shall remain in full force and effect without further opc:r2tions 
until the expiration of the primary tcnn; and if Lessee has not reswncd production in paying quantities at the expiration of the primary tam, Lessee may m.ainwn this 
lease by condu~ting additional drilling or n:worlcing operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of 
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut·ln oil or gas well within the 
primary tenn bcrcot; Lessee nay resume payment of the annual rental in the same manner as provided bcrcin on or before the rental paying date following the 
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the wlun: to make such payment. this lease shall ipso facto 
tenninatc. lfat the expiration of the primary tcnn or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in 
accordance with the shut-in provisions hcrco( 

12.. DRlLUNG AND REWORKING AT EXPIRATION OF PJUMAR.YTERM It; at the expiration of the primary tenn, neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or n:worlcing operations thereon, this lease shall remain in force so long as operations on said well or for 
drilling or reworking of:lll)' additional wt:ll a.."C prosecuted in good w!h and in-worlcmanlike maMCr without int.cmJptions tota.ling more than sixty (60) days during 
any one such operation. and if they result in the production of oil and/or gas. so long thereafter as oil and/or gas is produced in paying qlWititics from said land, or 
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKING. If. after the expiralion of the primary tenn, production of oil or gas from the leased premises, after 
once obtained, should cca.sc from any cause. this lease shall not terminate if Lessee commences additional drilling or n:worlting operations within sixty (60) days 
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in worlcmanlike manner without 
interruptions totaling more than sixty (60) days. If such drilling or n:worlcing operations re.sult in the production of oil or gas. the lease shall remain in full fort:e and 
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut·in oil or gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by law. If the drilling or n:worlcing operations re.sult In the completion of a well as a city hole, the lease will not 
terminate irthe Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a city hole, and this lease 
shall remain in effect so long as Lessee continues drilling or reworking operations in good faitb and in a workmanlike manner without intelTUptions totaling more 
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any ~cssation of production. 

14. SHUT-IN ROYAL TIES. For purposes or this paragraph. "well" means any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. u: at any time after the expiration of the primary term of a lease that. until being shut in, was being maintained in 
force and effect, a well capable of producing oil or gas In paying quantities is loeatcd on the leased premise.s, but oil or gas is not being produced for lack of suitable 
production fac ilities or lack: of a suitable market, then Lessee may pay as a shut· in oil or gas royalty an amount equal to double the annual rental provided in the 
lease, but not less than Si ,200 a year for each well capable of producing o il or gas in paying quantities. If Paragraph 3 of this lease docs not specify a delay rental 
amount, then for the purposes of this paragraph. the delay renta.l amount shall be one dollar (SI.OO) per acre. To be effcc:tive, each initial shut· in oil or gas royalcy 
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must be paid on or before: (I) the expintioo oflhc: prillwy tenn, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises. or (3) 60 days 
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever dale is la~est. Such payment shall be made one-half(l/2) 
to the a,mmissioner of the General Land Office and one-balf(l/2) to the owner of the soil. If the shut-in oil or ps royalty is paid, the lease sh.a1J be considered to be 
a producins lease and the payment sba1J extend the tmn of the lease for a period of one year from the end of the primary tmn. or nom the first day of the month 
following the month in which production cased, and, after that, if no suitable production facilities or suitable marlcet for the oil or gas exists, Lessee may extend the 
lease for four more suceessive periods of one (I) year by payinglhc: same amount each year on or before the expiration of eacll shut-in year. 

15. COMPENSATORY ROYALTIES. I.( during the period the lease is Up! in effea by payment of the shut-in oil or gas royalty, oil or gas Is sold and 
delivered Ia payins quantities from a weD Joc:ared with.iA ooe thousand (1,000) ~of the leased premises 111d completed in the same produeins reservoir, or io 111y . 

case in which drainage is occurrin& the ript to continue to maintain !he lease by paying the shut-in oil or ps royalty shall cease. but the lease siWJ remain effective 
for the remainder of the year for which the royalty bas been paid. The Lessee may maintain the lease for four more successive years by Lessee payin& COrDpensalory 
royalty at the royalty rate provided ia the lease of the market value of production from the wdJ c:ausin& the drainage or which is completed in the same producing 
reservoir and within one thousand (1,000) feet of the leased premises. lbe compensatory royalty is !D be paid monthly, one-half(l/2) to the Commissioner of the 
General Land Office and one-half(l/2) to the owner of the soil, bqinning on or before the last day of the month following the month Ia wblch the oil or gas is 
produced from the well causing the drainace or that Is completed in the same: producing rc:sc:rvoir and locaaed within one thousand (1,000) feet of the leased prcmisc:s_ 
If the compensatory royalty paid in any 12-montb period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
difference within thirty (30) days &om the end of the 12-mootb period. Compema10ry royalty payments which 1tc: DOt timely paid will &~Xn~C penalty and ioterc:st In 
~ecordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obliptioa of reasonable development nor the obfigation to drill offset 
wc:lls as provided in Texas Natural Resources Code 52.173; however, It the de1erminar.ion of the a,mmissioncr, and with the Commissioner's written approval, the 
payment of compensatory royalties can satisfy the obliption to drill ofrsct wells.. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contr.uy, after a well producing or capable of producing oil or gas has 
been completed on the: leased prernise3, L= shall exc:rc:ise the diJiga:e: of a r=sona!:ly pru.de.-u opc:n:.cr io drilllng s-o~ch addition;.! well or wells as may be 
reasonably necessary for the proper development of the: leasc:d pranises and In m.arlcc:ting the production thereon. 

(A) VERTICAL. In the event this lease: is in force and effect two (2) years a&t the exrir.uion date of the primary or cxtc:nded tenuit shall then tc:nnina!t 
as to all oflhe leased premises, EXCEPT (I) 40 aac:s surrounding c:ach oil wc:ll capable of producing io paying quantities and 320 acres surrounding c:ach ps wc:ll 
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 beteot), or a we: II upon which Lessee is then engaged in 
continuous drilling or rcworlcing operations, or (2) tbe number of aac:.s included in a producing pooled unit pursuant to Texas Natural Resources Code 52.1 S 1-
52.153, or (3) such grc:ater or I= number of aac:.s as may then be allocaicd for production purposes to a proration unit for c:ach such producing well under the rules 
and regulations of the Railroad Commission of Texas. or any successor agency, or other govc:rnmental aulhority having jurisdiction. If at any time a&t the effective 
date of the partial termination provisions berco( the applicable: field rules are cbaoged or the ~ell or wells located thereon 1tc: reclassified so that J.ess acreage: is 
then:aftu allocated to said well or wells for production purposes. this lease shall thereupon terminate as to all acreage not therc:aft.er allocated to said well or wells for 
production purposes. Notwithstanding the termination of this lease as tD a portion of the lands coven:d haeby, Lessee shall nevertheless continue to have: the: right of 
ingress to and egress from the lands still subject to this Jc:ase for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for existing 
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph I hereof ("the retained lands"), for access to and from the 
retained lands and for the: gathering or transporta.tion of oil, gas and other minc:rals produced from the retained lands. 

(B) WO~C»IT~ l11 lha., 1111lh.j, lean j, ill ferN 111~ eCHilC &l"G (l) y.a.R~ ~ra&ioa da1a of~ or ~dcd &cm ic lluall Nf:-Jicr 
'ran in···'' '0 all dsp•tu Mien" 1:00 focl boll .... 10&61 ~., .... MU•~ ~aNiR.&. •••• , .. 4eplM'9 iA •Mh .,.ellleeatecl O!llcn:asc zctaiucd in PLag;apli 16 (A) 
aOQ"e, UAiasa 811 er llefero l'We (2) )ear3 after the prim.., er e"tetuleli t.erm I::MSu pay' M ll'ltBUAlllfllalto-onehell( l.c2) eflhe be.ntH eri!;iaeU) pili II es 
con1idcr;a1ioA f9r lolli1 1••• EM Sf!"ified 8111'11&1 I heflel). lhueh ll'ltiiiiAl is pili II, IIIia liMe sMIIIJe ill feiOHIIKI effect., to 'ueh deeper depths; afld 'aid 
tc:nnin"ion 1ball be dcla~·ad fer IIR ellailie11al pefiell efp,a·e (l) )'NI'5 Mil fG JaagllleAiaft.er il5 Gi.l Gf gaa il predwee~ ia plfifl!: ~~-liliM &em weh lleeJ~er liepths 
,, .. -~~ lily ltii:lleasc:. 

(C) IDENTIACA TION AND FlUNG. The surface: acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square: with 
the well located in the center the reo( or such other shape as may be approved by the: Commissioner of the General Land Office.. Within thirty (30) days a&t partial 
termination of this lease as provided here: in, Lc:ssee shall execute: and record a release or releases containing a satisfactory legal description of the acreage and/or 
depths not retained hc:rc:under. The recorded relc:asc:. or a certified copy of same, shall be filed io the General Land Office:, accompanied by the filing fc:e prescribed 
by the General Land Office rules in effect on the c!ate the release is filc:d. If Lessee fails or refuses ID execute and record such release or releases within ninety (90) 
days after being requested to do so by the General Land Office:, thc:n the a,aunissioner at his sole: discretion may dc:signat.e by written instrument the: aaeuge and/or 
depths to be released hereunder and m:ord such instrument at Le:ssec:'s expense: in the county or counties whe.re the lease is located and in the official records of the 
General Land Office and such designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus. dc:lay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect 
the oil and gas under the abovc:~escribed land from being drained. Lessee, sublessee:. rc:eeiver or other agc:nt in control of the lc:asc:d premises shall drill as many 
wells as the faas may justify and shall use appropriate means and drill to a depth nc:cessary to prevent undue drainage of oil and gas from the leased premises. In 
addition. if oil and/or gas should be produced in commercial quantities within 1,000 fc:c:t oflhc: leasc:d premises, or in any case where: the leased premises is being 
drained by production of oil or gas, the Lessee, sublc.ssc:e, receiver or other agent in control o f the: leased premises shall in good faith begin the drilling of a well or 
we: lis upon the leased premises within 100 days after the draining well or we: lis or the well or wells completed within 1,000 fc:et of the leased premises swt producing 
in commercial quantities and shall prosecute: such drilling with diligence. Failure to satisfy the starutory offset obligation may subject this lc:asc: and the owner of the 
soil's agency rights to forfeiture. Only upon the determination of the: Commissioner of the General Land Office and with his wrinc:n approval may the payment of 
compensatory royalty under applicable: stanllory parameters satisfy the obligation to drill an offset well or wc:Us required undc:r this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort. Us.sc:e is prevented from complying with any express or implied covenant of this lc:ase, from 
conducting drilling o perations on the leased premises, or from producing oiJ or gas from the leased premises by reason of war, ~hellion, riot.s, strikes, acts of God, or 
any valid order, rule or regulation of government authority, then while so prevc:ntc:d, Lessee's o bligation to comply with such covenant shall be suspended and Lessee 
shaJ I not be liable: for damages for failure tD comply with such covenants; additionally, this lc:ase shall be extended while Lessee is prevented, by any such cau.se, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. Howc:vc:r, nothing in this paragraph shall suspend the: 
payment of de: lay rentals in order to maintain this lease in effect during the primary tc:rm in the absence of such drilling or reworlcing operations or production of oil 
or gas. 
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19. WARRANT¥ CLAUSE. The owner of the soil warrants and agrees to defend title 10 the leased premises. If the owner of the soil defaults in 
payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage.la.ltes or other liens 
on the leased premises. If Lessee malc·es payments oo behalf of the owner of the soil under this paragraph, Lasee may recover the cost of these payments from the 
rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUcnON CLAUSE. If the owner of the soil owns less thm die~ undivided surfxe est.a1e in the above 
described land, whether or oot Lessee's interest is specified herein, then the royalties and rental ~in provided 10 be paid to the owner of the soil shall be paid ro hhn 
in the pre portion wbich his interest bears 10 the entire undivided surface eswe and the royalties and rental herein provided to be paid to the Conunissioner of the 
General Land Office of the Stare ofTexas shall be likewise proportionately reduced. However. before Lessee adjusts the royalty or rental due to the Commissioner of 
tbe General Land Office, Lessee or his authoriz=d representative must submit to the Commissioner of the Gencn1 Land Office a written statement which explains the 
discrepancy betwe= the interest pwportedly leased under this lease and the actUal intuest o~ by the owner of die soil. The Commissioner of the General Land 
Office shall be paid the value of the whole production allocable 10 any undivided interest not covered by a lease, less the proportionau: development and production 
cost allocable to such undivided interest. However. in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production 
allocable to the undivided interest not leased an amount less than the value of one-sixw:nth (J/16) of such gross. production.. 

(B) REDUcnON OF PAYMENTS. u: during the primary term. a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that bas been approved by the School Land Board and the owner of the soil in accordance with Narural Resources Code ~ons S2..1Sl-S2..1S4, or 
i4 at any time after the expiration of the primary term or the extended tam. this lease coverl a lc::ssa number of acres than the total amount described herein. 
payments that arc made on a per aae basis hereunder shall be reduced acc:ording to the number of acres pooled, released, surrendered, or otherwise severed, so that 
payments dctennined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of aaes outside the. 
boundaries of a pooled unit. or, if after the expiration of the primary term, the number of acres actually reWncd and covered by this lease. 

11. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water from wells or 
tanks of the owner of the soil; provickd. however, Lcs!ec shall not usc potable w111er or water ~Jitable fi>r livestock or lnigatioc purposes for wmrllood operations 
without the prior eansent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations 10 all personal property, improvement3. 
livestoclc and crops on said land.. 

23. PlPEUNE DEP1R. When requested by the owner of the soil, Lessee shall bwy its pipelinc:s below plow depth. 

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

25. POLLUTION. In developing this area., Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing, pollution of coastal wetlands:, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent 
spillage, seepage or ground wat-:r cootamina.tion. In the event of pollution.I..cssee shall use all means at its disposal to recapture all. esc:apc:d hydrocarbons or other 
pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and dr:linage pits 
and tank: batteries so as to protect livcstoclc against loss, damage or injwy; and upon completion or abandonment of any well or wells. Lessee shall fill and level all 
slush pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while eanducting operations oo the leased premises, lceep said 
premises free of all rubbish, eans, bottles, paper cups or garbage. and upon completion of operations shall restore the swfacc: of the land to as ncar its original 
condition and contours as is practicable. Tanks and equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by 
l..csscc on the leased premises, including the right to draw and remove casing, within' one hundred twenty (120) days after the expiration or the termination of this 
lease unless the owner of the soil grants Lessee an extension of this 12<klay period.. However. Lessee may not remove c.asing from .any well capable of producing oil 
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written ooticc to the Commissioner of the General 
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee 
under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Pangraph 29 of this lease, the rights and estates of either party to this 
lease may be assigned. in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, 'legal representatives, successors 
and assigns. However, a change or division in ownmhip of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges 
and eswes of Lessee, impair the effectiveness of any payment made by I..cssee or impair the effectiveness of any act pcrfonned by Lessee. And no change or 
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (JO) days after the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furnish~ the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a 
cenified eapy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the intereSt 
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only pan of the acreage, the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of 
the rental shall not affect this lease on th.e part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee docs not file a 
cenified eapy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due 
under Paragraph 3. Every as.signee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any 
prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in part by 
assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and the agency power 
of the owner may be forfeited by the Commissioner. An assignment will be treated as ifit were made to the owner of the: soil if the assignee is: 

(I) a nominee of the owner of the soil; 
(l) a COfllora.tion or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stoclcholder or employee of the corporation which is the owner of the soil; 
(S) a panncr or employee in a partnership which is the owner of the soil; 
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(6) a fiduciary foc the owner of the soil; includin& but not limited 10 a cuarcfi.an. trusleC, executor, admlllistrVor, receiver, or eonsc:rva10r for the 
owner of the soil; oc 
(7) a family member of the owner of the soil or relalcd to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions c.ontaincd in this paragraph md P~h 29, Lessee ID.I)' at any time execute and deliver to the owner of the soil 
and place of rec.ord a release oc releases c.overing any portion or portions of the leased premises, aad ~heRby S~UTCJ~dcr this lease as to such portion or portio liS, and be 
rei ieved of all subscqueat obligations as to aaagc SIUT'CJidcrcd. If any past of this lease is properly SUZTelldcted, the delay rental due under this lease shall be reduced 
by tnc proporuon that the surrendered acreage bears to the aacage whlch was cuvercd by !his lease immediately prior to such surrender; however, such relc~c will 
oot relieve Lessee of any liabilities which may have acaued under this lease prior to tbc SUIT'Cidcr of such acreage. 

29. flUNG OF ASSIGNMENTS AND RELEASES. If all or any past of this lease is assipcd oc released. such assipunent or release mu.st be rceorded in 
the eounry where the land is situa!ed. and the rcc.ordcd insttument, oc a copy of the rec.orded instrument ccrtified by the County Oat of the county In which the 
instrument Is I'C(;()rded. must be filed in tbe General Land Office within 90 days of the last cxccutioa date acGOmpanicd by the presaibed tiling fcc.. If any such 
assignment is not so filed. the righrs acquired under this lease shall be subject to forfeii\R at the option of the Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease oftbc above-dcsaibed land have been included in this instrument. including the 
statement of the true c.onsidcrulon to be paid for the execution of this lease aod the righrs and duties of tbc parties.. Any collateral agreementS concerning the 
development of oil and &as fi'om the leased premises which are not contained in this lease render this lease invalid. 

31. FIDUCIARY DtJTY. 1be owner of the soil owes the State a fiduciary dury and must fully disclose any faas affecting the Statc's interest in the leased 
premises. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obliga~cd to put the Sutc's interests before his personal 
intereStS. 

32. FORFEITURE.. IJ Lcsscc shall fail or refuse to maltc the payment of any sum within thiny days afb:r it bec.omc:s due, or if Lessee or an authorized 
agent should knowingly maJcc any false renun or false report concerning production or drilling. oc if Lessee shall fail or refuse to drill any offset well or wells in good 
faith~ required by law and the rules and regulations adopted by the CAmmissionerofthe General Land Office, or if Lessee should fail to file reportS in the manner 
required by law or fail to comply with rules and regulations promulgated by the GcncraJ Land Office, the School Land Board. or the Railroad Commission, or if 
Lessee should refuse the proper authority access to the records pertaining to opcr.Wons. or if Lessee or an authorized agent should knowingly fail oc refuse to give 
com:ct information to the proper authority, or knowingly fail or refuse to fum.ish the General Land Office a correct log of any well, or if Lessee shall knowin~ly 
violate any of the material provisions of this lease, or if this lease is assigned and the wignment is not filed in the GcncnJ Land Office as required by law, the rights 
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same wbcn sufficiently informed of the facts which authorize a 
forfei~ and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as 
waiving the automatic termination of this lease by operation oflaw or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this 
lease and all rights thereunder reinstated before the rights of another intervene upon .satisfactory evidence to the Commissioner of the General Land Office of future 
c.ompliance with the provisions of the law and of this lease and the rules and regulations that nuy be adopted relative hereto. 

33. UEN. In accordance with Texas Natural Resources Code 52.136, the Statc shall have a first lien upon all oil and gas produced from the area covered 
by this lease to secure payment of all unpaid royally and other swns of money that may become due under this lease. By acceptance of this lease, Lessee grants the 
State, in addition to the lien provided by Texas Narural Rc:.sources Code: S2.136 and any other applicable stanltory lien, an express c.onln.l:tUa.l lien on and security 
intei'CSt in all leased minctals in and extracted from the leased premises, all proceeds which nuy acauc to Lessee from the sale of such leased minerals, whether such 
proceeds arc held by Lessee or by a third party, and all fotturcs on and improvements to the leased premises used in connection with the production or processing of 
such leased mi.nerals in order to secun:: the payment of all royalties or other amountS due or to become due under this lease and to secure payment of any damages or 
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condilioa of this lease. whether express or implied. This lien and scc:uriry intezest may be 
foreclosed with or without c.ourt proC«dings in the manner provided in the Tallc I, Chapter 9 of the TCX3S Business and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to aclcnowlcdgc, ana.ch or perfect this lien. Lessee hereby 
represents that there arc no prior or superior liens arising from and relating to Lessee's activities upoo the above-«scribed property or from Lessee's acquisition of 
this lease. Should the Commissioner at any time determine that this representation is not true, then tb.e Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royally interest of the owner of the soil under this lease with any other leasehold 
or m ineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land 
Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant 10 Texas Natur.LI Resources 
Code 52..151-52.153. The owner of the soil agrees tha! the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natur:l.l 
Resou= Code 52.152. 

35. INDEMNITY. Lc:sscc hereby releases and discharges the Stale of Texas aEd the owner of the soil, their officers, employees, p:utners, agents, 
ton tractors, subc.ontractors, guests, invitees, and their respective successors and assigns., of and from all and any actions and causes of action of every nature, or other 
harm, including environmental harm, for which rec.overy of damages is sought, including. but oot limited to, all losses and expenses which arc caused by the 
activities of Lessee, its officers, employees, and agents arising out of; incidental to, or resulting from, the operations of or for Lc:ssce on the leased premises 
hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable 
act or omission ofl..c:ssee. Further, Lc:ssee hereby agrees to be liable for, exonerate, indemnify, defend and hold ha.rmless the State of Texas and the owner of the soil, 
their officers, employees and agents, their successors or assigns, against any and all clainu, liabilities. losses, damages, actions, personal injury (including death), 
c.osts and expenses, or other harm for which recovery of damages is sought, under any theory including tort, c.ontract, or strict liability, including attorneys' fees and 
othe r legal expenses, including those relat.cd to environmental hazards, on the leased premises or in any Wlr'f related to Lc:ssee's fai lure to comply with any and all 
environmental laws; those arising from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from 
Lc:sscc's usc of the surface of the leased premise.s; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement or any other act or omisSion of Lessee, its directors, officers, employees, p:utncrs, agents, c.ootractors, subc.ontractors, guestS, invitees, and their respective 
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of 
TclCas and the owner of the soil, their officers, employees. and agents in the same manner provided above in connection with the activities o f Lessee, itS officers. 
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 11IE Il'"DEMNITY OBUGATIO!'-IS 
ANDIOR LIABILITIES ASSUMED UNDER THE TE&\15 OF TillS AGREEME!'IT SHALL BE WITHOUT LIMITS AND WITiiOUT REGARD TO 
TIU CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDmONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY 
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, 
CONCURRENT, ACfiVE, OR PASSIVE. True and Correct 

~.~~: Orig~~~fti?~d in 
~ Reeves County 

C i!=!rks OHir.A 



. 36. ENVIRONMENTAL HAZARDS. U:ss« shall use the highest degree of care and all = onable safeguards to prevent contamination or poUurion ~ · . 
~y env1t0runenta.l mediwn, including soil, surfac:e ~. '"'undw.uu, udiments. and sutf3a: or subsurface stnta. ambient ili or my other envitonmenta) mcdi 

0 
. 

•n. on. or under, the lea.sed premises, by any waste, polllll3llt, or contaminant. Us5ee shall not bring or permit to remain on the leased prem.ius any asbestos urn 
containing material$, explosives. toxic: awaial.s, or substanc:e:s regulated as hazardous wastes. hzz:udous material$, h.zzardous subsunc:e:s {as the tum ·Ha:z:ardous 
Subscmce~ is ckfined in the Comprehcn.sive Environmental Response, Compc:nntion and Liability Aa {CERCLA). 42 U.S.C. Sections 9601, c:t seq.). or toxic: 
subsunc:a under any fedc::ral, stJte.. or IOC3llaw or reguJation c-Hazardous Ma.tcrialsh except ordinaty produc:u commonly used in conna:tion with oil and gas 
exploration and development operations md stored in the usual manner and quantities. L.ESSEE' S VIOLATION OF THE FOREGOING PROHIBmON 
SHALL CONSTITirrE A MA. TERlAL BREAOI AND DEFAULT Hl:REUNDER AND LE.SSEE SHALL JNDEMNIFV, HOLD HA.R.\fLESS AND 
DEFEND THE STATE OF TEXAS A.'lD THE OWNER OF THE SOIL FROM AND AGAINST ANY CI..A.DLS. DA.'\UGES, JUDGMENTs. PENALTIEs. 
LIABlLmES, A.'lD COSTS (INCLUDING RE.A.SONA.BLE A TTOR."a:YS' FEES AND COURT COSTS) CAUSED BY OR AlUSING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROIDBmON OR (D) THE PRESENCE, RELEASE. OR DISPOSAL OF ANY HAZARDOUS MATElUAI.S ON, 
VNDER. OR ABOUT Tin: LEASED PRE.'\fl.SES DURING LESSl:E'S OCCUPA.'KY OR COI'ITROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE. RE.'tfEDY Al'iD REPAIR A.W SOIL OR GROUND WATER COI'ITA.'\IINATION A..'ID DA..'tfAGE CAUSED BY THE 
PRESE.~cr OR RELEASE OF ANY HAZARDOUS MA. TE.RIALS IN, ON, UNDER. OR ABOUT THE LEASED PRE.'\IlSES DURING LESSEE' S 
OCCUP A.NCY OF THE LEASED PRDflSES IN CONFOR."dA..~Cl: WITH lliE REQt."IRE..'\iENTS OF A..PPUCA.BLE LAW. 1'HIS 
INDE.'WNIFICA TION A..'lD ASSUMPTION SHALL A..PPL Y, BUT IS NOT LIMrn:D TO, LIABn.ITY FOR RESPONSE ACTIONS UNDERT AKE'4 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONML'IT AL LAW OR REGULATION. LESSEE SHALL IM)lEDIATEL Y GIVE THE STAn: OF 
TEXAS AND 1HE OWNER OF THE son. WRI'I"lLN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF 1'HIS P ARAGRA..PH. UPON 
LEA.R.'HNG OF Tin: PRESENCE OF ANY HAZARDOUS MATE.RIALS, OR UPON RECDVING A NOTICE FROM A.W GOYE.RNME'iTAL 
AGENCY PERTAil'aNG TO HAZARDOUS MATERIALS WlDCH MAY AFFECT THE LEASED PRE:\IllSES. THE OBUGA TIONS OF LESSEE 
HEREUNDER SHALL SURVIVE THE E.XPIRA TION OR E.ARLIE.R TER.\IINA TION. FOR ANY REASON, OF THIS AGREL'\iENT. 

37. A..PPUCABLE L"-W. This lease is issued under the provisions ofTe=s N:uunl R.c:so= Code $2.171 through $2.190, commonly lcnown as the 
Relinquishment Ac:t, and other applicable surutes and ;amendments thereto, and if any provision in this le:ase doc.s not conform to these s=tes, the starutes will 
prevail over any nonconforming lease provisions. 

38. EXEClJTlON. This oil and gas lease must be signed and Jcl:nowledged by the: Lessee before it is filed of record in the county records and in the 
Gc:ner:ll Land Office of the St:ue ofTex.as.. Ooc:e the filing requirements found in P:~r.~gr.1ph 39 of this le:ase have been .satisfied. the effec:tive dale of this lease shall 
be: the date found on Page I. · 

39. LEASE FILING. Puml.ant to Chapter 9 of the Te:xas Business and Commerce Code. this lease must be filed of record in the oflic:e of the County 
Clerk in any councy in wbic:h all or any pazt of the Je:ISC'd premises is Joc:ned. and certified copies thereof must be file d in the Gcnc:-=al Land Office. This lease is not 
e ffective until ~certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the Gener.ll Land Office in ac:cordan~ with 
T exas Narur:ll Reso= Code 52.183. Additionally, this lease shall not be binding upon the S tate: unless it recites the ac:rual and true c:onsider.n ion paid or promised 
for e:xecution of this lease. The bonus due the State: and the prescribed fili ng fe: shall acc:omp3lly suc:h certified copy to the Gene ral Land Office. 

TnLE: ______ ~~--~~---------------

OATE:._..L!.../1~-,__(-./..-..!::.tp=--------
STATE OF ic..X.AS STATE OF TEXAS 

BY) ;3d»~ BY: _ _ _ _ _ _ ----:-----
Iodividually and as agent fo r the SUI<: ofTe:xas B i 11 White acr e Indiv idually and as agent for the State ofT e:x.as 
dea hi s s ole and separa t e p r o p e r ty 

STATE OF TEXAS 

BY:-:-:----:-:---:---~--,---------­
lndividually md as agent for the State: ofT= 

Date: ________________________________ ___ 

0~: ____________________ ~-------------

STATE OF TEXAS 

BY:.~~~~--~--,-~-~=-----­
lndiv idu:illy and as agent for the State o fTcxas 

0~=-----------------------------------

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Otitce 



STATE OF ___________________ ___ 
(CORPORATION ACKNOWl..EDGMENT) 

COUNTY OF ___________________ _ 

BEFORE ME. the undersigned authority, oo this day perso.Wly appeared. ___________________________ _ 

known to me to be the ~n whose name is subsaibed to the (o~goiog instrwncDt. as. ___________________ ___;of 

.· 
-;-""7-----:---:-:---:----,-..,----,.....,----,---.,---..,----,--:----:-:---:--':"""":-:--'and acknowledged to me thu he executed the same 
for the purposes and c:oosidcration then: in expres.scd, in the apa.city stated, md as the aet and deed of said c:arpo!'2liQn. · 

Given under my hand and sal of office this the. ____ day or _ _________ -J 19 __ • 

STATEOF TEXAS 

COUNTY OF GRAYSON 

STATEOF e 0-~ 
COUNTY OF G-r-¢41SU'A. 

Befo re me, the undersigned authoricy, on this day p<: 
his so l e 

known to me to be the persons whose names ~ subscribed to the foregoi 
conside ration therein exprc.s.sed. 

G iven under my hand :1nd sc:ll of office this the ______ _ 

STATE OF ___ .J..T.J..E.u.Xlo.<Ac.....lS'---------------

COUNTYOF MIDLAND 

Not2ry Public in and for __________ _ 

(~~ACKNOWLEDGMENT) 
INDIVIDUAL 

(INDIYlDUAL ACK..'<OWLEDGMENT) 

Before me. the unde!'ligned authoricy, on this day personally app<:arc:d ____ ..:C::...:L::..:..;A:....:Y=---=J-'O:::...H:...:..:..N.:...;S::....::O-"N.:...._ ___ _______ _ 

known to me to be the persons whose names arc subscribed to the foregoing instrument. and acknowledged to me that they executed the same fo r the ptJI?OSCS 311d 

consideration therein exprc.s.seci lA I 10 v . .. P-11" 19 a 9 
Given under my hand :1nd se:ll of off]ce this the ':] day of N _ fl)f'f-/VU L --"-( ___ _ 

~~ 
' 

,. .~..., MONICA MARLOWE 
, ,...~ NOTARY PUBLIC 

· ~""~., Stat& of Texas 
· .. '.•~ Comm. Exp. 16-30.00 

Noury P.Jblic in and for J:UOAJ 

True and Correct 
copy of 

Onginal filed in 
Reeves County 

Clerks Office 



EXHIBIT ''A'' 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
OCTOBER 23, 1998, BY AND BETWEEN BILL WHITEACRE, AS LESSOR, AND CLAY 
JOHNSON, AS LESSEE, AND COVERING ALL OF SECTION 5, SAVE AND EXCEPT THE NW/4 
NW/4, S/2 NE/4 OF SECTION 5, BLOCK 58, PUBLIC SCHOOL LAND SURVEY, REEVES 
COUNTY, TEXAS. 

40. Notwithstanding anything to the contrary indicated in Paragraph Three (3) herein this Lease for 
all purposes shall be considered a fully Paid-Up Oil & Gas Lease. Said Delay Rentals have been paid in 
full with the Bonus Consideration tendered herein . Delay Rental payment was based on a $1.00 per net 
mineral acre per year for Four (4) Years. Concluding a $4.00 per acre Pd-Up Rental Payment was made 
in advance for the Four (4) Year Period on the net mineral acres indicated in this Lease. 

41. If, at the expiration of the primary tem1 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 bas 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 dri lling 
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 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 a ll 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. Shou ld 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 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 faci lities 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 so le liability or penalty for the fai lure 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 accumu late and later use time, 
if any, saved between wells, beginning with the second well under this continuous dri ll ing program. If 
one wel l 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. 

---'< ..... ""~_6 tA 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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hertlnafter called leJJeo . 
• •• 

r . 
PAID UP 

OIL ANO CAS LEASE 

19 _2L be ewe en Che Sea to ofTcxu, actina by and Chrouah Ill 

0 
0 • 0 0 • I. ORANTINO CLAUSE. For and In consideration of tho amounu seated below and of tho co•cnanu and aucemenu co be paid, ktpt and performed by 

0 0 0 0
Lessee under chh leuc, the State ofTexu actina by and chrouah the owntr ofehc soli. hereby cranu, lcucs and leu unto Lessee, for the sole and only purpose of 

• • f.!OSpe ccln& and drllllna for and produclna oil and JU, laylna pipe lines, build Ina tanks, scorina oil and bulldlna power scaclons, telephone llnet and other stNcturcs 
• • cJiereon, co produu, u ve, ca.lce care of, Cleat and 11arispon uld producu of the leue, the followlnalands sltuaced In Reeves County, Scare 

O ofTexU,IO•Wit: 

•• • • • : st.!ctlon 5, Sn\'C nntl E~ccpt the ,y,~ N\V/~ . sn NEN of Scctlun 5, Block 5R. PSL Sun·cy. 
• 

0 Thh is n PA ID UP LEASE. Suhjcct co the other rro••islnns herein contnined, chi> len>e >hull rcmnin In force \\ithouc rcntnl payments 
•• • or further pnymcnts ocher thnn ruynlcies herein r rmit.led for n cerrn of fhe (5) ~enr. from chis d:lle (cnllet.l "rrimnry rcrm"). nnt.l so 

0 
o • • !Jon~ chercnflcr ns oil or gus (eichc r o r both) I< produced from snlt.llnnd o r lund pnolcd chcrc11 ich. nr chc len>c i> ochcrwi>c mnintuincd 

"' rro•·idcd herein. The Dcpo)itory Dunk :llld :oonounc I heed in rnr:•~:r:•rh J bchl\\ )\ in reference lUI he""~ mcnc nf minimum roynlly 

0 0 in nccordnncc wich rnrngrarh 5 below. 

: • 0 •wmining 520 . 1 3 acres, more or leu. Tho bonus conslderaclon paid for Chis leue Is u follows: 

To the Scare ofTexu:. ___ THREE~..=rn:HUND==iRID=7-!NINEI'Y==o.=-..:.AND=::.......;1:...:0:..~/ .. 1:...:0:..::0:......_ ___________ ____ _ 
Doll an ($ __ _.:::.39::..0::..!... l.:...:O::,__ __ ..J 

To tho owneroflhe toii :._--:THREE;;s;:::::;~HUND==RID:::::;:....:.:NINETY==~:..:AN.D:..:::::~1..::0:.../..:.1..::0..::0 _______________ _ 
Doll an (S __ ~3,._9...,0...._.1..,0'-----' 

Totol bonus contldcrotion:_~SE\IEN~~~HUND...,..~RED.,.,.':'-'EI"""-GHTY""-'.......,.-"'AND"'-"~2~0'-'/ .. 1~0~0::..... _______________ _ 
Doll an cs. __ __..? .... a .... o..._..zo...__ __ -'> 

The cotal bonus conslderoclon paid repruenu a bonut of=---~FIITYH-"-ff;Tr-...,fWR-""..,_-'AND'-7'""-::-':N0':"'/_1:-'0"'0"-.r,.-;nrc--:---------
_______________ Dollant (S ___ __,.54J)O""-''-"'"---___;lpcracrc, on l 4 . 448 nctacru. 

2. TERM. Subjcc.teo the oCher provisions In Chit lease, Chit leue shall~ for a term of five ( 5) years from this date 
(herein called "primary term") and u lona thereafter u oil and JU, or either oflhem, It produud In paylna quanchlct from u id land. 
As used In chit I cue, the lcrm "produud In paylna quanthJu• means chiC the reulpu ftom Che ule or ocher authorized commercial Ute of the tubscanu(s) covered 
exceed out of pocket operalional expenset for Cho tlx month• lut put. 

l . .QELAY RElR"AlS. If no "ellis cotliiirtlittd on diiltascd pitmlsu 01101 bttbit oue (I) yea hOM 12'111 CUlt, Cftli ltiJt ihillitrtnlhiit , onltn 

~~~iiinfriitY;;;:.~c;;;;;;;;;;;;;;:e::;~:;~~~:~~;~,~;~;;I~For 
~Sa ,•.T ... usTRf, TEX.'tS, alike Jbiil Oil 01 bcf'vae u ld date. Pi )iiiCiitJ undci this pana• aph shall OpciWIU D I itiilwl Kiid ihill CO ttl die privilege urdeftrrlna 
w...ooroo.onoomentofo ~•II f»o one ( I) >•• ftom u ld date. Poymenu under this paraJroph shall be In the followlna omoun11: 

To the owner of the toii:. ___ _,SEIJElll~~.:.....:cAND=:......:2:..:2:.:./....;1...;:0:..:0;.._ ____ --: _______________ _ 

Dollan (S~-------,1!:-:.....22__~!'=-...,=-.......,.....,,.------..J 
To Che S•••• ofTexu: ____ ....;S~EVEN~~.£ANP:!Ul"'-=.2=.2J../.!l~O~O::..... _____ "T ________________ _ 

Dollant (S·-------!::2..22.....____~!==:-:-=~.,....,....,,..,...---___; 
Total Rencai :•-,-;,------~FctiRTEJ!N~~~.....,......,ANQ...,...'-"4..,4 ... 7_,1_,0..,.0'-----"7'----------------­

Dollan (S·------I..U....!UI.------------' 

In o llkc manner and upon like paymenll or tenden annually, Che commenument of a well may be l'unher deferred for ouc:cc:uivo periods ofono (I) year each durlna 
Che prlmlt)' term. All poymcnll or tendon ofrcnc.alto tho owner ofeh~ ooll may bo mode by check or •laht draft oflcuco, or any us lane• of Chis leuc, and may be 
dell•ered on or befon1 Cho tontal paylnJ daco. lfeho bank dcslanaccd In thlt paro~r~ph (or ltJ tucccuor bank) ohould ccau co exit~ ouspend but lneu, llquldoce, foil or 
be tucucdcd by another bank, or for any reuon fall or reiiJJo Co acupt rental, Leueo thall noc bo held In dcfaull for failure co make ouch paymenu or tenders of 
rentol uncll thirty (30) dayt after Chc owner ofehc toll shall deliver to wsco o proper rccordablclnslnlmenc namlns another banlc u oaent co rculve suoh poymcnu 
or ccnden. · 

------------------------------------ True and Correct 
copy of 

Original filed in 
Reeves County 
Clerks Office 
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~ PROOUCTION ROYALTIES. Upon production ofoilaml/nr gru. l.cucc tgrccs 10 poy cor cnusc In be poid onc·holf(lf2) of the rnyr.~ y 
provided for In I his lcosc 10 Ute Commissioner orlhc GenerAl Land Office orlhc Slllc ofTcxu, 11 A ull in, I exos, and onc·htlf(lf2) or such royally IO lhe owner or 
~~ ' 

(A) OIL •. Royally P•Y..•blc on oil, which Is defined as Including all hydrourbuns produced In I liquid ronn allhe moullt or lhc well and also as Ill 
condcnsotc, disllllolc, and oUoer liquid hydrocarbons recovered from oll or gas non Uorough a separator or other equipment, as hcrcintRer provided. shall be 

3/16 pan ohhc aross production or lhc market value Uocreof, tithe option of the owner oflhc soil or the Conomlu loner of the 
Ocnerol Land omoc, such value to be dctcnnlncd by I) the hlghcJI polled price, plus premium, If ony. olfcrcd or pold for nil, condensate, dlstlllllc. or uther liquid 
hydrocorbuou, respecllvely, II( 1 llkclypc and gravity In Uoc acne Ill 11t1 where produced tnd when rnn, or 2) Uoe h l~hcstmarkcl price thereof offered or r •ld In the 
ACUCfll Area where produced amJ when"'"· or 3) the &ross procccdJ of the sale lhcrco f, whichever ls the grulcr. Lessee agrees th•l before any au produced rrumthc 
lca."cd premises Is sold, used or proc.cssed In a plant. It will be nm free of cost to the royally owners lhrough IUt adcqualc oil and cas scruualnr of canvcnllonallypc. ot 
C'llhcr cqu1pntcnt at least as e fficient. so that all liquid hy~roc.ubon.J recoverable r.omthe gas by such meatu will be recovered The requirement that such &"-' be run 
duouah a sep01ator or other equlpmenc may be waived In writing by Lhc royally owners upon such terms and eo111.lll lons u they prescribe . 

(U) NON r'ROCES~I'!J) 0/\S. Royalty on "ny ~tn., (Including Onret.l (tin), which h rlcl1uctl M Rll hyUrocrubuus ami 8"-'euus subsiiU1CCJ 1101 Ucl inc &l 
IU ollln suhpaucnrh (/\)above. produced from any well un saltllit,dju:cept as ruuviUed herc.lu with rCJpcctln I" rroceucd In a plant for the ex traction o f 
aasullnc, liquid hydrocarbons or other products) shill be J 1 b ran or lite gross produr:11on or lloe market value lltcrcor. allhe option of the 
uwncr oflloc soli or the Commissioner o f the Ocncnl Land omu, such value to be based on the hlahcsl market price paid or offered for cas of comparable quality In 
the 1cncral area where produced and when Nn, or the arou prlc:.e paid or o ffered to lhc p•mluccr. whichever Is lhc sreatcr; prnvlded lh"t the maxlntum pressure base 
In mea.surlna the au under this lease shaH not at any time exceed 1•.6$ pounds per JC')Uarc Inch absolute . and lhc Jlftndatd base lcmpcraturc shall be slluy (60) 
dcarccs FaJucnhch, correction to be mode for pressure according to Doyle's Llw, And for specHlc aravhy according to tests n11de by the Utlancc Mclltod or hy the 
mo" •rprovcd method oflcsllna be Ina used by tho Industry atlhc lime oflcstlna. 

(C) PROCESSED OAS. Royally on any cu processed ht a guo line pl1n1 or other plant for the recovery of cuollnc or other liquid hydrocarbons 
shall be 3/16 pan of the rc..slduc cu and lite liquid hydrocatbons extracted or the market value thereof, lithe option of the 
owner of U1c soil or the Commluloncr of the Gcnc11l Land Omcc. All roytlt les due herein shtll be based on one hundred percent ( I 00%) of Ute lolol plant 
production of residue gulltrlbullblolo au produced from Utls lcue, and on nny perecnl (SOYo), or thAI perccnlaccrulnglo Lessee, whichever Is the greater, of the 
lutal plarll production of liquid hydrocarbons lllllbullblelo Uoc gu prndu<cd fromlhio lca.<c; ptnvlded lhttlflltjuld hydrocArbons arc tccovercd from gtu prnccssc~ 
In I plant in which Lessee (or Its paren~ subsidiary or affiliate) owns an lntcrcs~ Uoen Ute pcrccnllgc appllctblc 10 liquid hydrocarbons shall be nny percent (SO%) or 
lhe highest pcrcenl occnoln& lo alhlrd party processing culhrou&h such planl under • procc..ssin& •areemcnl nc&otlatcd at arm's lcn&lh (orlflhcrc Is no such third 
pony, Uoe highest percent then belna speciOcd In processing Agreentcnts or conllacts In the Industry), whichever Is the grcoler. lltc respective roy•ltlcs on rcsldnc gas 
and on liquid hydrocarbons shall be determined by I) lite highest market price ptld or offered for •ny gru (or ll r1uld hydrocarboru) of cnour•roble quality In the 
acncral ate a. or l) the gross price paid or ofTcred for such re.sldue &&S (or the weighted avcr ftgc &ross selling price for the rcspceclvc &radcs of liquid hydroc11bons), 
whichever Is the greater. In no even~ however, shall Uoc roytltles ptyablc under this paragraph be less than the roytllies which would have been due htd the aas not 
been rrocessctJ 

(U) 0 IllER rROl>UCI"S. Royalty on carbon bltck, sulphur or arty oUocr products pro~u<c~ or maroufacturcd front au ;c~ccpl ln& liquid hydrocarbons) 
whclloer sold au be · culn&hcld,. •dry,. or any other go>, by fractionating, burning or any other process Ina shall be 3 16 pan or I he 
gross rrnduetlon of such products, or the matkcl value lhercof. 11 the option oflhe owner of the soli or I he Conuulssloner o ft he Oencral I ..and omcc, such maJlcct 
value 10 be dctcnnlncd u follows: I) on the basis of Ute highest market price or each product for the same noonlh In which such product Is produced, or 2) on the 
buls of Uoc ave11ge cross sale price o r each product for Ute sarnc month In which such products arc produced; whichever Is lhe arcater. 

S. MINIMUM ROYALTY. During any year 1Rcr lite e~plrailon of the primary Ictal of litis lease, If this lease Is maintained by production, the roy•ltlcs 
ptld under this lease In no event ~hall be less lhan ar1 arnoulll equtllo the total artnual dcl•y rental hcteln provided; otherwise, there shall be due 1nd poyablc on or 
before lhe la.sl day of the monlh succeeding Ute anniversary d11e of lit is I cue o sum equal to the total annual rental less lhc amount of royalt ies paid during the 
preceding year. If Partgraph 3 ofthls lease docs not specify a delay rcnlll antounl, then for the pUfJ>OSCS ofUtls pariJIIph, the deity renlll amount shall be one 
dollar($ 1.00) per 1cre. 

6. ROYAL 11' IN KIND. Notwlllullndlna any olltcr provision In this I cue, 11 arty lime or from lime to time. the owner of the soil or lhc Conunlssioncr 
of the Gcncfll Lind omcc mt y, lithe option or elthe.r, upon not less than sixty (60) d•ys notice IO the holder of the lease, require that lloe ptymenl or any royalties 
accnolng to such royt lty owner under this lcose be made In kind. The owner of lite soli's or the Commissioner of lhc Ocnc111 Land Office's right to like lu roytlly In 
kind sholl not diminish or negate Uoc owner of the soli's or the Commissioner or lite <.icncral Land Offi ce's rights or Lessee's obllglllons, whether express or Implied. 
under this lcuc. 

7. NO DEDUCTIONS. Lessee oatees that all royalties accnolng under this lcuc (including those paid In kind) shall be without deduction for the cost or 
producing, gathering, storing, separtllng, lletllng, dehydrating, cornpresslna. processing, lronsporllng, arod otherwise making tho oil, gas tnd other products 
hereunder retdy for sale or usc. Lessee agrees 10 compute and pay royalties on Uoc gross value tccclvcd, Including arty tclmburscmenU for severance lues artd 
product ion related costs. · 

! . PI.J\I'f!' FUEL ANO RECYCI.BD Oi\S. No roytlly sh•ll be payt blc on any &as as may represenllhls lease's proponlontlc share of any fUel nscd lo 
process au~ produced hereunder In •ny proccutna plant. Notwhlutandlna any olhcr p•ovlslon orthls lease, and subj ect to the. written consent of the owner of the soil 
and the Cummlssloner of the Ocncral Land omce, Lessee moy recycle aos for gu IIR purposes on the I cued premises or for lrl)cctlon Into any oil or gu rroducing 
formation underlying the leased premises a ncr the llq~ld hydrocarbons conlllncd In Uoe gu have been removed; no royalties shall be ptyable on the tccyclcd gu 
until Ills produced and sold or used by Lessee In a manner which cntlllcs lloe roytlty owners loa royally under this lease. 

9. ROYAL TV Pi\ YMEI'fl'S AND REPORTS. All royal ties not liken In kind shall be ptld to the Cornmlu loner of lite General Ltnd Omcc 11 Au•lln. 
1 e~as. In Ute followlns manner: 

Ptyonenl of royalty on production ofoll and gas shall be u provided In lloe rules sci forth in the Texas Register. Rules cuncntly provide thotroyahy on ollls doc 
ond must be received In the Ocneral Land Office on or before lite Sth day or the second month succeeding lloe month of production, and roytlly on a as Is due and 
must be received In the General Land Omce on or before the Uth day of the second rnonlh succcedlna the month of production, accompanied by the amdtvll of the 
owner, manoser or other authorltcd acen~ completed In the ronn and manner ptcscrlbed by the Ocncral Land Office and showln& the cross IIIIOUnl and dlsposlllon or 
111 oil and au produced and the market vtluo of the oil and JU, tog<thcr will• • copy of all documents, records or rcporu connrmlng the gross production, disposition 
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'and markcl value including ga.s meter read ings , pipeline rcccipu. ga.s line rccclpll and other checks or memoranda of tmount produced and put ln1o pipelines, tanks, 
or pools and gas lines or gas storage, and any other repnru or records which the General Land omcc may require to verify the gross production, dlspnshlon and 
ma~kcl value. In all cases the authority or a manascr or agcnato .ct for I he Lessee here in musl be Olcd In the General I. and Office. Each royally paymcnl shall be 
accompanied by a check stub. sthedulc, summary or other rcmiuanee advice showlns by the w lgncd General Land Omec lease number the amount of myalty be inc 
paod on each lease If Lessee pays his royalty on or before thirty (30) days a ncr the royafty payment was due, then Lessee owes a penalty of S'lo on the my ally or 
S2S.OO, whrchevcr Is greater. A royalty payment which Is over thiny (30) days late shall accrue a penalty of 10'1• of the royalty due or S2S.OO whichever Is greater 
In addition to a penalty, royalt ies shall accrue interest a l l rate of 12'/o per yeor, such interest will beam accruing when the royalty is sixty (60) days overdue 
Allidavh.s and supponlng documcnu which lie not filed when due shall incur I penalty In an amount SCI by the General Land omcc administrative rule which is 
effective on the date when the am daviu or supponing documcnu were due. Tire Lessee shall bear all responsibility for paying or cousins royalties to be paid as 
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way opcratc to pmhibh the State's right of forfeiture as provided by law 
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases ofthlc dispute as to the State's ponlon or 
rhe royalty or to that ponion of the royalty in dispute as to fair market value 

10. (A) RESERVES, CONTRACTS ANI> on II!R RECORDS Lessee shall annu•lly furnish the Commissioner of the General Land Omce with 
IU best possible cslimlle of oil and gas rcseiYU underiyins I his lease or allocable to this lease and shall furn ish u ld Commissioner with copies of all conuacu under 
which gas Is sold or processed and all subsequent aarccmcrns and anrcndmcnts to such conuaeu within thiny (30) days ancr entering into or making such contracu . 
agrccmenu or amcndmcnu Such conuacu and agrecnrcnu when received by the General Land omcc shall be held In conOdcncc by the General land Omcc unless 
otherwise aulhoritcd by Lessee. All other conllatU and records penaining to lhc production, transponation, sale and m11kcting of the oil and aas produced on said 
premises. includin&thc bookJ and accounts, rccc:lpu and dlschugcs of all wells. tanks, pools, meter-s. and pipelines shall 11 all times be subject to Inspection and 

• • eCXI'IIIIinatlun hy the Commissioner of the Gcncnl Land omcc, the A Horney General, the Governor, or the representative or any or them 
• • • • •• (0) PERMITS, ORJLLING RECORDS Wrlncn norlcc of all operations on this lease shall be subrnlncd 10 the Commissioner of the General 

• • • -Land Omcc by Lessee or operator five (S) days before spud date, workover, re..:ntry, temporary abandonment or plug and abandonment or any well or wells. Such 
• • • • ,l inen notice to the General Land Omcc shall Include copies of Railroad Commission fonns for application to drill Copies ofwclltc.su, completion rcpons and 

• plugcing rcporu shall be supplied to the General Land Office at the time they lit fil ed with lhe Texas Rail mad Commission. All applic•tions, penniu, rcporu or 
other fil ln&s that re ference this lease or any specific well on the leased premises and lhat arc submincd to the Texas Rallmad Commission or any other governmental 

•• ••••Scn~y shall include 1hc wor~ "State" in the tit,' c. Additionally, in accordance with Railroad Commission. rules, ~ny slgnagc on the leased premises for the purpose of 
• i* nufylnc wells. lAnk bancroes or other assocratcd Improvements to the land must also Include the word S111c Lessee shall supply the General Land Omcc with 
• • agy records, memoranda.. accounts, reports, cunings and cores. or other infonnation relative to the opcr1tlon of the above-described premises, which m ay be 

• requested by the General Land omcc, In addition to those herein expressly provided for. Lessee shall have an elceulcal and/or radioactlvlly SUIYCY made on tlrc 
'\>&re·holc section, from the base of the surface casln& 10 the total depth or well. or all wells drilled on the above described pr<mises and shall transmit a I nrc copy or 

• • 
• 1hc log of each survey on each well to the General Land Omec within fine en (IS) days a ncr the making of said survey . 

•• • • (C) rENA L TIES. Lessee shall incur I penalty whenever reporu. documcnu or other molerials lit not filed In the Ocncral Land o m cc when 
• • t~e The penalty ror late lillng shall be SCI by the General Land omcc administrat ive rule which Is effective on the date when the materials were due In lhc General 

Land Omcc. 

II. ORY 1101.£!/CESSATION OF PRODUCTION OUR INO PRIMARY TERM If. durin11hc primary tcnn hereof and prior to discovery and production 
u( oil ur a as on said land, Lessee should drill a dry hole or holes thereon, or if durin& the primary tenn hereof and aner the discovery and actual production or oil or 
ga.s from the leased premises such production lhcrcof should cease from any cau.sc, this lease shall notlcnninatc If on or before I he expiration of sixty (60) days from 
~at e of completion of said dry hole or cessation of producllon l essee commences additional dri ll ing or reworking operations thereon, or pays or tenders the next 
annual delay rental in the .same manner as provided In this lease. If. during the last ycu oflhc primary tcnn or within sixty (60) days prior thereto, a dry hole be 
completed and abandoned, or the production or oil or gas should ecase for any uusc, Lessee's righu shall remain In full force and effect without funhc r operations 
until the expiration of the primary tcnn; and If lessee has nol resumed production In paylna quantities at the expiration of the primary tcnn, Lcs.scc may maintain this 
lease by conducting additional drill in& or rework in& operations pursuant to Pt~aaraph 13, usina the expiration of the primary tenn as the date or cessation o( 

production under Pangraph 13. Should the Orst well or any subsequent well dr illed on Ore above described land be complelcd as a shut·ln oil or gas well wilhln lhc 
primary tcnn hereof, Lessee may resume payment of the annual rental In the same manner as provided herein on or before the rental paying date following I he 
cxplrallou or sixty (60) days from tl rc date or completion or such shut·ln oil or gas well and upon the failure 10 make such paymen~ this lease shall ipso facto 
lcroninate If at the expiration oft he primary temr or any time thcrcaner a shut·in oil or gas well is localcd on the leased premises, payments may be made in 
accnuJIJlcc with the: shut-in provlsionJ hereof 

12 ORII.I.INO ANO REWORKING AT EXPIRATION OF PI\IMJ\RV TERM lf.atlhc expiration of the primary lcnn. neither oil nor gas is beln& 
prn'-'ucctl on said land. but Lessee Is then cnaagcd In drilling or rc'<4'or~ln& operations thereon. this lease shall remain in rorcc so long u orcratlons on said well or for 
drollrng or reworking of any addition•! well arc prosecuted In good faith and In workmanlike manner wlthuut Interruptions totalln& more than sixty (60) doys during 
"''Y one such operation, and If they resull ln the production of oil and/or gas, so lona thcrcancr as oil and/or gas Is produced In paying quantities from said land. or 
payment of shut·in oil or a as well royalties or compensatory royalties Is made as provided In this lease 

13. CESSATION, DRILLING, AND REWORKING If, a Ocr the expiration o(thc primary term, production of oil or gas from the leased premises, a Ocr 
once obtained, should cease from any cause. this lease shall not tcnninatc if Lessee commences additional drilling or reworking operations within sixty (60) days 
ancr such ccss11ion. and this lease shall rcrntin In full force and effect for so long as such opcratlons continue In good faith and In workmanlike manner without 
lnrernop1lnns rotating more than sixty (60) days. If such drillln& or reworking opcralions result in the production of oil or gas. the Ieese shall remain In full force and 
elf eel fur so long as oil or gas Is produced from I he leased prcmlsc.s In paying quantities or paymcnl of shut·ln oil or gas well myal tiu or payment or compensatory 
royalties is made as proYidcd herein or as provided by law. If the drilling or rcworkina operations result In the completion of a well as a dry hole, the lease will not 
lcrmmatc If the Lessee commences additional drilling or reworking operaliun.s within sixty (60) days a ncr the completion of the well as a dry hole, and lhls Ieese 
shall remain In effect so long as Lessee conlinucs drilling or reworking operations In good faith and In a workmanlike manner withoutlnterruplions totaling more 
than sixty (60) days. Lessee shall give wrincn notice to the General land omcc within thirty (30) days or any cessation of production. 

14. SHifT-IN ROYAL TIES. For purposes of this paragraph. · well" me am any well that has been ass igned a well number by the stale agency having 
jurisdiction over the production of oil and a as. If. at any time allcr the expiration of the primary tcnn of a lease tha~ until belna shut in, was belns mainllincd In 
rurec and c ITect. a well capable of producin& oil or a as in paylna quantities is located on the leased premises, but oil or a as is not being produced for lack or suitable 
producllon focilllies or lack or a suitable market, then Lcs.scc nray pay as a shut·in oil or &IS royalty an amount equal to double the annual rcnlll pmvldcd in I he 
lease, but not less than $ 1,200 a year for each well capable of producing oil or &IIJ In paylna quan1it les. If Paragraph 3 of this lease docs not specifY a delay rcnlll 
omouur, rhcn for the purposes of this paragraph. the delay renlllamount shall be ouc dollll ($ 1.00) per acre To be ciTecllvc. each ini tial shut·in oil or gas royalty 
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nlUSI be P"~ on ur before: (I) lhc cxptrauon oflhc primaty """· (2) 60 ~ays aner OlC Lessee cc:ues IO rroduce ool or liS from lhc leased premoses. or (31 60 days 
aflcr Lcucc complctcJ ~drill in& or reworking opcntion In accordance with the lci\Sc prOVISIUns: ~hichcvcr thlllc is latest Such payment shall be made onc·half(ln) 
to 1hc Commissioner ofthc General Land OITicc and onc·half(ln) to the owner o f the soil If the slull· in o il or sas royally is pauJ, thc lease shall be comlt.lcrcl.l tn be 
11 producing lease amJ the payment shall cxlcnd the tcnn o fU•c lease for a period o f one yur from the cmJ of the prirnll)' tcnn. or from lhc tirs1 Llay of the month 
fullowin& I he month in which prcxlucllon ceased, and, allcr lhat. if no suuablc producuon facilitic.s or suuablc ntllkcl for the oil or a as e)USIS. Lessee may exleru.l I he 
lease for rour more successive periods or One (I) year by paylna the same amoun1 each )"car on or bc:(ore the: e,p,ratlun ur each shut-In yeiU 

IS COMPENSATORY ROYALTIES. If. durln11hc period lhc lease is kepi In crTcct by raynl<nl of lhc shul·ln oil or aas royally. oil or gas is sold and 
delivered lot paying quanllliu from a wclllocalcd within onelhounn~ (1,000) feet orlllC leased premises and complelc~ In the same producing reservoir. orin any 
case In which drainage is occunina. lhc rl&hiiO continue 10 maintain the lease by paying the shul·in oil or gas royalty shall cease, bul Ooe lease shall remain crTctlivc 
for lhc remainder oflhc year for which lhc royalty ha.s been paid. The Lessee may ntainlain the lease for four more successive years by Lessee paying compensatory 
royally Ill he royalty UIC provide~ in lhc lease oflloc maokCI volnc of rrodnction rrom I he well causing the ~rainagc or which Is comrlcl<d on OIC same r rodnclng 
reservoir .,,J within one lhousan~ ( 1.000) rcct of the leased premises n oc conorcnsatory royalty Is 10 be paid monthly, one-half( 112) IO lhe Connnlssloner or the 
General Land Office and one·half ( 112) 10 01< owner of I he soli, beginnina on or before lhc las I ~ay of lhe month following lhe month In which lhc oil or gas Is 
produced from I he well causing lhe drainage or lhal is complclcd in 01< san1< rroducing reservoir and loca1ed willoin one lhousand ( 1.000) reel of I he leased premises 
lflhc compensatory royally paid in any 12·mOnlh period is In an amount leu than lhc annual shul·ln oil or gas royalty, Lessee shall pay an amount equal to the 
difference wilhin lhlrty (30) days from lhc end of lhc 12·monlh period. Compensatory royalty paymcnu which arc no11lmcly paid will accrue penalty and inlercst ln 
accordaooec wilh Paraaraph 9 o( lhis lease. None of these prov1.1ions wil l re lieve Lessee oflhe obllgllion of reasonable development nor OIC obll&allon lo drill orTsCI 
\\'eiiJ as rrovh.let.l In Texas Natural Ruources CcWe 52. 173: however. 11the llelemlination or1he Corumis.siuner. Md wllh the Conuuls.sione(s wrlllcn approval. the 
IIIYII\Cfll or COmpcnSDIOfY royalt ieS CllU sat isry the ObligatiOII 10 drill urTset WCIIS 

16. 1\E'I AINEU ACREAGE. Nolwhhslandina any llfOVislon oflhis lease IO lhc cnnloary, oRer a well rroduclng or carable orrroduclnc oil or g:u h .. 
been eompleled on the lcase4.1 premises. Lcucc shall exercise I he 4.111i&ence of a reasonably prudenl opcrllor In t.hilllnc such a4Jdil1onal ~ell or wells as may he 
reasonably neccsnry ror Uae proper development of the leased prembes an4.1 In ma~kelln&thc production thereon . 

(A) VERTICAL. In lhc cvcnllhls lease ls In rorcc and erTcCIIWO (2) years aner lhe expiration date oflhc primary or cxlcnded term h shalllhcn tcmoinatc 
as 10 all oflhc leased premises, EXCErT (I) 40 acres sunounding each oil well cap•blc of producing In paying quanthlcs and 320 acres sunoundlng each gas "<II 
capable of producing In paying quantilles (including a shul·in oil or gas well as provided In raragrarh 14 hereof), or a well upon which Lessee Is lhcn engaged in 
conlinuous drilling or reworking operalions, or (2) lhc number of acres included in a producing pooled unit pursuanllo Texas Natural Resources Code S2.1 S I· 
S2.1S3. or (3) such greater or lesser number of aacs as may then be allocated for production purposes 10 a proration unh forcach such producing well under lhc rules 
and regulations oflhc Railroad Commission of Texas, or any successor agency, or olher govcmmcnlal auOoorily havlngjurlsdlcllon. lfal any tlnoc aner lhc crTcellvo 
dale of the partial tcnnination provisions hereof, the applicable field rules arc changed or lhe well or wells located thereon arc reclass ified so thatlc.ss acreage Is 
theruflcr allocated 10 Jaid well or wells (o r production purposes, th is lease shall thereupon tem1inatc as to all 1creage not lhercafler • llocaied lo said well or we lls for 
production purposes. Notwllhslanding lhc termination oflhis lease as 10 a pon ion oflhc lands covered hereby. Lessee shall nevertheless continue 10 have the righl of 
ingress 10 and egress from lhe lands still subjec110 lhis lease for all purposes described in raragraph I hereof, together with cascmcnL< and righL<-of.way for existing 
roads. existing pipelines and olher cxis1in1 facilillcs on, over and across all Ooe lands ducrlbed In Paragrarh I hereof ("lhc retained lands·). for access 10 and from lloc 
retained lands and for lhe gathering or uansponallon of oil, cas and oO>er nunerals produced from lhe retained lands . 

('1lTtt0f\IZOM I 1\L, Iii the tHiit tills It 1St IS Iii iOI Ct &lid tiitcc tWO (2) JCIIS Hilti lilt tXpliiiiOii dilt of the pihliiiY 01 tXttiidtd CCI Iii It shall failhcr 
tcunlnate 1:1 eo all dtjiths below 189 ftet belen the total dq1d1 dlilled (llutiuafttJ dccpct dtfJths) In each well located on acaeage tttalned hi raugnpfl 16 (XJ 
abc•e. biiiUJ 8ft 81 btF::Icc lnc (2) )e&S a Au dlt pliiiiW) 01 t\lcndcd ICflli I.CSJCC pajS IJiiiliODiil equal tO UIIC half(ll1:) ordit boiiUJ oilgliially pi1d 113 

conosiclcoellcn-foNhh lease (as specified on page I lococot) lfsuell omumn is paid, tlob lewc shall be In fincc aud tffi:tl as to such dcq1to dqnlos. aud said 
~idft shall he lldeyed-{tt,.....t-etk~Wont~~ftwo (2) Jews and so loug dicltaft:Ci as oil or BIG is p10dond iu IJI)ill g quam hies fium such dccpu dqnhs 
COICICd b) lhio le..,C. 

(C) IDENTIFICATION AND FILING noc surface acreage rmincd hereunder as to each well shall. as nearly as practical. be In lhc form of a square wilh 
lhc "cll localcd In lhe center !hereof, or such olher shape u may be approved by lhc Commissioner o ( the General Land Office. Wllhln thirty (30) days aller pa.rtlal 
lcrminauon oflhis lease a.s provided herein, Lessee shall cxctuiC and record 1 release or releases con1ainin1 • salisfaclory lc1al dcscripllon oflhe acreage and/or 
depths no1 rclaincd hereunder. The recorded release. or a ccnificd copy of saonc, shall be filed in lloc General Land Office, accompanied by lhe filing rce prescribed 
by lhc General Land Office rules in effect on the dale the release Is filed If Lessee fails or reruscs to cxccuiC and record such release or releases within nin<ly (90) 
days aner being requested to do so by the General Land Office. then lhc Commissioner a1 his sole discretion may designate by wrillen lnslnlmcnllhc acreage and/or 
dcplhs 10 be released hereunder and record such lnslnlmcnl 11 Lessee's expense In the counly or counlies where the lease Is localcd and In the official records of lhc 
General Land om" and such deslgnallon shall be binding upon Lessee for all purposc.s 

17. OFFS~'T WELLS. Neither Ooe bonus. delay rcollals, nor royalties pal~. or to be paid, under this lc ii.Sc shall relieve Lessee of his obliglllon 10 rrolecl 
the oil ami aas under I he above-described l111d from being drained Lessee, sublessee, receiver or o1hcr aacniln conuol of lhc leased pren1lscs shall dril l as many 
wells as I he facu may jUJtlry and shall usc arpropriate means amJ drill to a depth neccsnry to rrcvcnt undue d11inage of oil and a as rror•1thc: leased premises In 
:l4.14Jilion. 1f oil and/or aas should be produced In commercial quautiucs wilhin 1,000 rect oflhc leased premises, or Jn any c.a.se where the leased premises Is bclnc 
drained by production or oil or aas. the Lessee, sublessee, receiver or oOocr aacnl ln conuol oflloc leased premises shall in &ood fallh be&ln the drllllna of a well or 
wells upon tllC leased premises whhln 100 days aner lhc draining well or wells or lhc well or "ells completed wilhin 1.000 (eel of lhc leased premises slort producing 
in commercial quantities and shall prosccuiC such drlll~ng with diligence. Failure to satisfy the statutory orTscl obligation may subjcCithls lease and the owner oflhc 
soli's agency 1ighu lo forrcllure. Only upon lhc de1ermina1ion oflhc Commissioner of lhc General l.an~ Office and wiOo his wrillcn arproval may I he rayment of 
compensatory royally under applicable Slolutory p11aone1crs satisfy Uoe obll&atlonto do ill an orTscl well or wells required under this para1raph. 

18. FORCE MAJEURE. If, aner a good faith crTon, Lessee Is prevcnl<d from conoplying wlllo any cxpre.ss or Implied covenant o(Oois lease. rrom 
conducting dri lling operations on lhc leased premises, or frono rroducing oil or liS fro on the leased rremlscs by reason of war, rebellion, riou, suikes. acu of Ood, or 
auy vall4.1 or4Jcr, rule or rcgulalion of govenunenl 1u1horlly, then while so prcvenleO. Lessee's ubligallon 10 comply wilh such covenant shall be suspended and l.euee 
shall not be liable for dan••&cJ for failure 10 comply with such covenants: additionally, Lhls lease shall be extended while Lessee is prevented, by any such cau.sc, 
rrom conducting drllllnc and rcworklna operations or from producing oil or gu (rom 1hc. leased premises llo....,ever, nothing in this paragr1ph shaH suspend the 
payn1c1H o( delay rcnlals in order IO mainlain this lea.sc in effect 4Juring the primary term in the absence of such drillina or rework inc operations or production of oil 
or gas 
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19 WARRANTY CLAUSE. The owner of the soil w11tanU and agrees 10 defend lille 10 the leased premtses If the owner of the soil defaulu in 
payments owc..J on lhc lc&Jcd prcmiscs, lhcn Lessee may redeem the rights of the nwncr oflhc soil in the leased prcmtscs by paytng any monaa&c. la.xcs or other liens 
'"'the leased premises I ( Lessee makes payments on behalf o( the owner oflhe snil un.der I hiS paragraph. Lessee may recover I he ~ou oflhcsc paymenu from I he 
rcnlal and roy all ies ~uc lhc owner oflhe soil. 

20 (A) PROPORTIONATE REOUCTION CLAUSE lflhc owner oflhe soil owns less than the entire undivi~cd surface cstale in the above 
J<><rtb<J lond. whether or not I usee's lntereJl ls specified herein, lhen 1hc royalllcs and rental herein provided to be patd to lhc owner of lhc soli shall be paid to him 
'"the propon10n which his intercu bears to lhc entire un~iv ided surface <Slate and lhe royallics and rental herein provided to be paid to the Commissioner oflhc 
Ciencnl Land Office oflhe Sill< ofTexa.s shall be likewise proponionalc ly re~uced However. before Lessee adjusu lhe royally or rcnlal due to the Commissioner of 
lite Cicncnl Land Office, l.c:ssce or his IUihorlzcd rcpresenlll ive mttsl submlllo I he Commissioner or I he Ciencnl wd Office • wrlllcn Slllemcnl which explains lhe 
•h ><rqt••t•'Y bel ween lhc lntcrcSI purponcdly leased under this lease anJ I he aclual lnlcreSI owned by lhc owner of lite soli The Commissioner of lhc Gcncnl wd 
Ollicc >h.•ll be paid the value of the whole production allocable to any undivided lnlerc:SI not covered by a lea.se, less the proponionllc development and produclion 
cou allocable to such undivided lnlcrcst llowever, ln no event sball1he Commluioncr oflhe General Land Office rece ive a.s a royalty on the arou producllon 
allocable to lhe undivided lnlereSI nollcased an antounlless lhan the value ofonc·sixlcenth (1116) of such c ross produc1ion 

(0) REOUCTION OF PAYMr:NTS. If, during lhe primary 1em1, 1 pnn ion oflhe land covered by this lease is Included wllhln the boundaries 
uf • pooled unillhal has been approved by I he School Land Board and dte owner of I he soil In accordance wllh Na1ural Resources Code Sec lions 52. 1 S 1-52.154, or 
if, a1 any lime aOer lhe cxpinllon of the primary 1crm or lhe exlendcd 1crm, lhis lease covers a lesser number of acres than lhe lolal amount described herein, 

• • • • • _.,ymenu thai are made on a per acre basis hereunder shall be reduced accurdinc to lhe number of acres pooled, released. surrendered, or otherwise severed, so 1h11 
• • • paymcnu delcrmlned on a per acre: basis under the lcrms of this lease durma the primary lemn shall be calculalcd based upon the number of acres ouuide lhe 
• •• e boundarics ora pooled uni~ or, ifaller lhe expiralion of the primary lerm,lhe number of acres ac1ually rc11ined and covered by this lease. 

• •• • I 21 . USE OF WATER. Lessee shall have lhc rl&hllo use Wiler produced on uld lind necessary for operalions under this lea.se ex<epl Wiler from wells or 
lanks or the owner o( I he soil; provided, however, Lessee shall no1 usc polablc wa1er or wa1er suitable for llvcSiock or lrrlgal lon purposes for walcrOood opera! Ions 
.. lthou11he prior conscnl oflhc owner of lhe soli . 

•••••• • • 2.2 AlFTIIORIZEO DAMAGES. Lessee shall pay lhe owner oflhe soli (or damages c aused by ilS opcralions to all personal propeny, improvcmcnlS, 
• • • • ~euock and crops on said land. 
• •• 
• 23. PIPEUNE OEPTII. When rcqucSicd by I he owner of lhc soli , Lessee shall bury iLS pipelines below plow dcplh . 

•• • • 24 WELL LOCATION LIMIT. No well shall be drilled ne11er I han IWO hundred (200) (cellO any house or bam now on said premises wilhoulthe 
• • " •rmcn conscnl of the owner of1hc soil. 

2S POLLUTION. In developing th is area, l.c:sscc shall usc lhc hlgheSI degree of tile and all proper safeguards 10 prevcnl pollu1ion. Wilhoullimillna lhc 
loreaoing, pollul lon of coastal we !lands, na1ural wa1erways, rivers and Impounded wa1cr shall be prevented by I he usc o f conllinmcnt faclllllcs sufficlcniiO prcvcnl 
spillage, seepage or around w11er conlarnlnollon. In the even I o ( pollu1lon, Lessee shall usc all means 11 lu dlsposallo recap1ure all escaped hydrocarbons or other 
pollu1an1 and shall be responsible for all damage 10 public and prlva1e propenies. Lessee shall build and mainla ln fences around ILS slush, sump, and dra inage pilS 
and 11nk bancrles so as 10 prot eel livestock agalnSI loss, damage or Injury; and upon complcllo n or abandonmenl of any well or wells, Lessee shall 011 and level all 
slush piu and cellars and complelcly clean up I he drllllna slle o f all rubbish thereon. Lessee shall, while conducllna opera! Ions on I he leased premises, keep n ld 
premises free o( all rubbish, cans, bonles, paper cups or sarb•¥•. and upon complcl lon o f operalions shall reSiorc lhc surface ofthe land to a.s ncar ILS original 
condilion and con1ours as Is pracllcable. Tanks and equlpmenl will be kept paln1cd and prescnllble 

26. REMOVAL OF EQUIPMENT. Subject 10 llmilallons In lhls paragraph, Lessee shall have lhe rl&ht 10 remove machinery and Ox1ures placed by 
Lessee on 1hc leased premises, lndudlna lhc rl&hiiO draw and remove casln&, within one hundred lwenl)' (120) days after lhe explrlllon or lhc 1ermlna1lon of1hls 
lease unless lhe owner oflhe soil granu Lessee an exlenslon oflh ls 120·day period. llowcvcr, Lessee may no1 remove casing from any well capable of producing oil 
and gas In paying quanlllics. Addil lon•lly, Lessee may no1 draw and remove casing unl il aOer lhiny (30) days wrincn nollce 10 lhe Commissioner o f the General 
l..•nd Office and 10 lhc owner o f the soil . The owner ofahc soil shall become the owner of any machinery, Ox1Urcs, or c.aslns whlc.h ate not llmcly removed by Lessee 
unllcr I he 1crms o f I his paugraph. 

27. (A) ASSIGNMENTS. Under the condillons con1aincd In this paragraph and Pan graph 29 of this lease, lhe righu and estates of c llhcr PIITY 10 I his 
lease may be assigned, In whole or In pan, and the provisions oflhls lease shall cxlcnd IO and be blndin& upon their heirs, devisees, leaal rcprcsenlallves, successors 
unti~UJ:;:ign ~. lltnvcvcr, • chan¥,c or ttivlslon In owncuhlt• uf thc hmc.J, rcnlal;, or royahlu wil l not cnlarac the obllgatlonJ o f Lessee, dlmlnhh I he rl&llls, prlvllcKCS 
aud CSIIICS: ur l.cucc, Impair lhc ctTccllvcncss or •ny payment matJc by l.c:ucc or Impair the cfYccllvcncss of any act pcrfonncd by Lessee. And no chance or 
~ivislon In ownership oflhe land, ren1als, or royalllcs shall bind Lessee for any purpose un1i11hiny (30) days ancr the owner of the sril (or his heirs, devisees, lcaal 
rcprescntalives or ass lens) 1\Jmlshcs lhe l.c:ssee wllh sallsfaclory wrlncn evidence nflhc change in ownership, Including the oris lnal recorded munlmcniJ o(lhle (or a 
o.cnilicd <opy o( such orlzlnal) when I he owncr>hlp chan )led because o f a conveyance A tolal or panlal asslcnmenl of this lease shtll, 10 I he cx1cn1 oflhe lnlcrcst 
.,Signed, rel ieve and discharge Lessee of all subsequent obligallons under I his lease. l(lhls lease Is assigned in iu enl ire l)' as 10 only pan oflhe acreage, the rlghl and 
opllon 10 pay rcn1als sholl be apponioncd as between I he several owners ralably, accord ing 10 lhc area of each, and fa ilure: by one or more of them 10 pay his share of 
I he rcnlll shall nolafTcct this lease on lhe part oflhcland upon which pro rala renllls arc llmcly paid or lcndcrcd; however, If !he assignor or a.sslgnee docs not file a 
ccnilicd copy of such assignment In lhe Gcneroll.ond Office before 1he ncxl rental paying dale, lhe enllre lease shalllcnninale for failure 10 pay lhe enllrc rcnlal due 
under Paragraph 3. Every ass lance shall succeed to all rlghiS and be subjec110 all obll&allons, liabilhles, and penahlu owed 10 the Sill< by lhc orlalnalleucc or any 
puor assignee o f lhc lease, Including any llabllhlcs to 1he S1a1e for unpaid royal llcs. 

(ll) ASSIGNMiit-rl' LIMITATION. Notwhhstanding any provision In raraaraph 27(a), If the owner oflhe soli acquires this lease In whole or In pan by 
asslgnmcnl whhou1 1hc prior wrhten approval of I he Commissioner of the General I .and Office. this lease Is void as of the lime or asslsnmcnl and I he agency power 
oflhe owner may be (orfehcd by lhe Commissioner. An asslgnmenl will be lteated as lf h were made 10 the owner o(lhe solllfthe ass ignee Is: 

(I ) a nominee of lhe owner oflhe soli; 
(2) a corporal ion or subsidiary In which lhe owner of the so ills a principal stockholder or Is an employee o( such a corporal ion or subsidiary; 
(3) a partnership In which the owner o(lhc so ills a partner or Is an employee of such a partnership; 
(4) a principal Slockholder or employee o f !he corporalion which Is lhe owner o(lhc soil; 
(S) a partner or employee In a partnership which Is the owner of the soli; 
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(6} a IMucilll)' for tJrc O\%ncr oftJ1c .sui l.lncluthng but not luuilctl to a gurut.h:ut, lw~l cc, cucutur, At.lnuru<Uiltu, rcccrvcr ur cumcrvntur h.• the 
owner of the so il . or :. ~ . . 
(7) a ramlly mcmb<t orlhc owner orrhc SOil Or rclolcd lo lhc owner orlhc SUI I by lllltriOge, blood, Or I UO piiOn 

28 RELEAS ES. Under lhc condit ions contained In lhis patagraph and rangraph 29 . Lcs.scc m•y at any time c.xccutc and de liver to the O\olrn<r o rthc sorl 
and place of record a release or releases covering any pordon or ponlons of the leased rucmiscs. aud thcrchy suncnl.lcr this lease ll to such ponion or ponions. nnd he 
relieve <I or all subsequent obllgollons as 10 acreage suncndcretl. tr any plll'l orU1is lease Is properly sunentlcrcd. Ore de loy rcnlal due untlcr lhis lease shall be reduced 
by l.hc propordon that 1hc suncndcrcd acrCagc bears to the acreage which was covered by this lease immediately puor to such sun cndcr. ho"cvtr, such release will 
nor relieve Lessee or any liabilities "hlch may have oer:nred under th is lease prior 10 lhc sunender o r such acrcoge 

29. FILING OF ASSIGNMENTS AND RELEASES. lrall or any pan o rlhiJ lease is assigned or released. such assignment or releo.se must be recorded in 
lhc counly wherelheland Is slrualed. and lhe recorded lru!rument. or a copy orlhe recorded lnslrumenl cenined by Ute County Clerk orlhe county In which lhe 
insuumenl is recorded, must be r.ted in lhc O<:ncral Land Omce wllhln 90 days orUre lasr execution dale accompanied by lhc prescribed lillng rcc. tr any such 
assignment Is nol so nted. lherlghu acquired under lhls lease shall be subjetl lO rorrcllurc II Ute oprlon or Ute Commissioner orlhe Gene raJ Land omcc. 

JO OISCLOSURE CLAUSE. All provisions perlAinlng 1o ~1c lease or the above..Scscribcd lontl hove been included In I his lnslrumenl. lnelu tlln~ the 
Slllemerrl or lhc !rUe conslderallon (O be paid ror Ute cxearllon or lhls lease and lhc rlghu Md dulles or u •• rOll Its. Any collaleral aarcerncnu concemlrr&lhe 
devcloprnenl or oil and a as liom lhe leased prembcs which are nol eonrained In Uris lease render lhls lease Invalid" 

J I. FIDUCIARY OtJrr'. The owner orlhc soli owes lhe Slalc a liduclary duly and rnu.r rully disclose any roets atTccrlng lhe Slate's lnreresl ln lhe leased 
premises. When the lnrcrcsts orUre owner o rUrc soil connlct wllh those orthe Stalc, lhe owner or the soil is obligated to put the State's inttreslS berore his p<rsonal 
lntcrc.slS 

)2. FOH.I'HI 1 UltU. lfLc.sJcc shall f"il or refun to make the rfty mcnt nfauy ~~~~~~ whhlurhlny tin)'' "Her II hccmuu c.luc, ' '' ifl.cs•cc C"tr nn AulhmiTc•l 
~tgcnt .\hould knowingly make any false return or false report concc.ftllng r'l•oduction or drilling. or If l.e.ucc: shnll fail or refuse 10 driiiNIY orrsct well nr we lit In I.Offll 
railh as required by law and U1c Nits and regulations adopted by U1c Commissioner or Ute Gcncrol Land Omee. or lrt .C<sce should roll ro Ole reports In U1e manner 
required by law or rallro comply wllh Nics and rcaulallons promulgaled by rhe O<:ncrol Land Omce. lhe School Land Board, or lhc Railroad Commission. or if 
Lessee should reruse lhc prop<r aulhorlly access 10 lhe records p<nalnlng lo op<rallons. or tr Lessee or an •urhoriz.cd ogenl should knowingly rail or rdu>c lo ~ivc 
COIIctt lnronnallon to lhe proper aulhorily. or knowlnaty roll or reruse 10 rurnish lht Gencr•l Land omce a COIICCIIog o r ony well. or tr Lessee shall knowingly 
viol are any or Ute nrllcrial pro visions o flhiJ lease, or trlhis lease Is assigned and lhe assignment is not r.ted In lhe General Land Omce as required by law.lhc riglus 
acquired under this lease shall be subject lo rorrehure by Ute Commissioner, and he shall rorreh same when sumclenlly Informed o rlhe racts which aulhorlze a 
forfchurc, 1nd when for(elled the area shall again be subject to lease under lhe terms o (lhe Rellnqu1shmenl Act llowevcr, noth lna herein shall be construed AJ 

walvln& lhc. aulomactc termlnaclon or this lease by operation orlaw or by reason or any spcclallhnitatlon Ar ising hereunder. For(dlures nuty be set .uldc antS thb 
lease and all rights thereunder re lnslaled bcrorc the rl&hU or another Intervene upon saris(f!lc: tory evh.lencc. IO 11 1C Commissioner or the GenerAl Lalld Office or (uiUre 
compliance whh lhe provisions o rrhclaw and or this lease Nld Ute NICS and regulol lons U!OIIIIAY be adopltd rclal lve herelo. 

JJ. LIEN. In accordance whh 1 ex as Nalur•l Resources Code S2.1 J6. I he Stole slt•ll hove • liw lien UJIOII oil oil 011d ao.• produce <I rromlltc ore• covcretl 
by ~ris lease lo secure payment or all unpaid royalty 8Jid oUter sums or money lhal may become due under lh ls lease Uy aceeprance orlhls lease. Lessee grants rhc 
SIAl<, In addition to lhelien provided by Texas Narural Resources Code 52.136 and any olher applicable SlAIUiory lien. an express conuacluollien on and securily 
lnleresrln all leased minerals In and extncted rrom lhc leased premises. all proceeds whleh nray accnre 10 Lessee rrom rhe ulc or such l<ased minerals. wherher such 
proceeds are held by Lessee or by alhlrd pany, and all lixlures on and Improvements 10 lhe leased premises used In eonnecllon wiUr lhe production or processing or 
sueh lea.sed minerals In order IO secure the payment or allroyalliu or olher amounts due or 10 become due under lhls lease and 10 secure poymenl o r any damages or 
loss lhat Lessor may sutTer by reason or Lessee's breach of any covenanl or condition orlhis lease, whelher express or implied. This lien and security lnleresl may be 
roreclosed wllh or wiUroureoun prcx:ecdings In lhe manner provided In lhe Tille I , Chapler 9 o rlhe Texas Business and Commerce Code Lessee agrees rhal the 
Commissioner may requi re Lessee lo execure and record such lnslruments as may be reasonobly necessary 10 acknowledge. anach or perrecrlhis lien Lessee hereby 
rerresenu lhallhcre are no rrlor or superior liens arising rrom ond reloling 10 Lessee's oerlvlties upan the obo•c-describcd properly or rrom Lessee's ocqulshlon or 
Ulis lease. Should lhe Commissioner II any lime dt lennlne Ullllhls represenlolion Is nol !rue. lhen lhe Commissioner may declare U•is lease rorreiled as provided 
herein 

34. POOLING. Lessee Is hereby granted the right to pool or unitize lhc royalty Interest or the o"ner or tire soil under this lease with any other leasehold 
or mineral interest ror the exploration, development and production or oil or gas or eiUter or them upon the same 1enns as shall be approved by lhc School Land 
Doard and the Commissioner or the General Land Office ror the pooling or unitizing or the interest or the State under Uris lease pursuant to Texas Narural Resources 
Code Sl. IS I·S2. 1 SJ. The owner or I he soil agrees lhal lhc Inclusion or !his provision In I his lease solisnes !he execution requirements sloled In Texas Narural 
Resources Code S2. 1 S2. 

JS. INDEMNI'rf. Lessee hereby releases and discharges lhe Slale of Texas o.Ed lhc owner or lhe soil . their officers. employees. partners. agents. 
contractors, subcontractors, guc..su. Invitees, and lhe1r rc..spcctivc successors and assians, or and (rom all and MY acl ions and cames or action or every neture. or t'lhcr 
harm, lneludina cnvlronmcnral harm, ror which recovery or darnoaca Is sough~ Including, bul nor llrnhetllo. •II Iones and exrenses which are caused by I he 
aclivllles o r Lessee, Its omccrs. employees, and agents arislna out o r. lncldenlAlto, or rcsuhlng from, Ute Op<rallons or or ror Lessee on lhe leased premises 
hereunder. or thai may arise out or cr be occasioned by Lessee' s breach o r any orlhe renns or provlsloru or lhls Agreemen~ or by any olher negllgcnl or strictly liable 
act or omission o r Lessee. Furlher, Lessee hereby agrees (0 be liable ror. exoncrllt, lndemnlry. defend and hold harmless lhc Stale or Texas and lhc owner orlhe soil. 
lhelr omcerJ, employees and agents, lhclr successo11 or assigns, agalnJI any and all claims, llobllllles, losses, damages, actloru. personal Injury (Including dcalh). 
costs and cxperuu. or olher harm ror which recovery or damages b sought. under any lheory Including tort. contract. or slrict liablll ty, lneludin& onomeys' rees and 
olher legal exp<nses, Including lhosc related to environmentAl haurds, on lhc leased premises or In any way relared 10 Lessee's rallurc lo comply wllh any and oil 
environmental laws: those arising from or In any way related to Lessee' s operations or any other o r Lessee's aetivlries on lhe leased premises: !hose arising from 
Lessee' s usc orr he sur race orlhc leased premises: and lhose lhol may ar ise OU( or or be occa.doned by Lessee's breach or any or the lcnns or provisions or I his 
Agreemenl or any olher IC( or omlsllon or Lessee. Its directors. omeers. employees, plllncrs. agents. eonlroclors. subeontllt lors. auests. lnvllees. artd Utelr respeclive 
SUCCCJSOIS and assigns. Each assignee o rlhts Agreemcn~ or an lntercSilhcreln. lgltCJ 10 be ll•blc ror. cxonerale.lndemnify. ddend and hold harmless lhc Slalt or 
Texu and the owner or the soli, their officers, employees, and egenu In lhc: same: ml\nner provided 111txwc. in conneeclon with Lhc activities orLeuec:, ll' officers, 
enrployecs, and agents as described above. EXCEM' AS OTIIEitWISE EXPRESSLY LIM I 1'£0 II EitEIN. ALL OF T ilE INUF.MNITV ODLIGA"IIONS 
ANU\011 LIADILITI ES ASSUMED UNUER TilE TERMS OF 11115 AGIIEEMENT SHA LL DE WITIIOUT LIMITS AND WITHOUT REGARD TO 
THE CAUSE OR CA USES THEREOF (EXCLUDING PRE-EXISTING CONDIT IONS), STRICT LIADILITV, OR TilE NEG LIGENCE OF ANY PARTY 
OR PARTIES (INCLUUING TilE NEGLI GENCE OF TilE INDEMNIFIED PAitTY), WIIETIIER SUCII NEGLIGENCE DE SOLE, JOINT. 
CONCUilllENT . ACI'IVE. O lt PASSIVE. 
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16. ENVIRONMENTAL HAZARDS. Lessee sholl use the highest degree of care llld oil reosonable sofeguards to prevent contamination o r pollution of 
any environmental medium, Including soli, surroce waters, groundwater, sedlmenu. llld surface or subsurroce suot.a. ambient air or any other envlronmenul medium 
on, on, or under, the leued premises, by any waste, pollutan~ or contaminant Lessee shall not bring or penn it to remain on the leased premises lilY asbestos 
conulnlng materials, explosives, toxic materials, or substan= regulated as hau.tdous wutcs, hazardous materials, hazardous substances (as the tcnn "Hazardous 
Substance" is dcnncd In the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA). 42 U.S.C. Sections 9601, ct seq.), or toxic 
substaneu under any federal, stote, or local low or regulation ("Hau.tdous Materials"), except ordinory product• commonly uscd In connection with oil and gu 
cxplonllon and dcvclopmcnt opcrotlons and stored In the usual mlllner and quantities. LESSEE'S VIOLATION OF TilE FOREGOING PROIIIBITION 
SIIALL CONSTITtiTE A MATERIAL BREACH AND DEFAULT IIEREUNDER AND LESSEE SIIALL INDEMNIFV,IIOLD IIARM LESS AND 
DEFEND THE STATE OF TEXAS AND TilE OWNER OF TilE SOIL FROM AND AGAINST ANY CLAIMS. DAMAGES, J UDGMENTS. PENALTIES, 
LIABILITIES, AND COSTS ,INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF TilE FOREGOING PROIIIBITION OR (In TilE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON. 
UNDER, OR ABOUT TilE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR COI'ITROL OF TilE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WA T£R CONT A~iiNATlON AND DAMAGE CAUSED BY TilE 
PRESENCE OR RELEASE OF ANY IIAl.ARDOUS MATERIALS IN, ON, UNDER, OR ABOUT TilE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PREMISES IN CONFORMANCE Wml T il £ 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 OTIIER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMI't!EDlA TELY GTVE THE STATE OF 

• • 0TEXAS AND TilE OWNER OF THE SOIL WRITn:N NOTICE OF ANY BREACH OR SUSPECTED BREACH OF TillS PARAGRAPII, UPON 
• • I.£ARNING OF TilE PRESENCE OF ANY IIAl.ARDOUS MATERIALS, OR UPON RECETVING A NOTICE FROM ANY GOVERNMENTAL 

1 1 0
AGENCY PERTAINING TO llA2.ARDOUS MATERIALS WlllCll MAY AFFECT TilE LEASED PREMISES. TilE OBLIGATIONS OF LESSEE 

• • t41EREUNDER S•IALL SURVIVE TilE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF TillS AGREEMENT. 

• •• I 
0 

37. APPLICABLE LAW. This lcascls lssucd undcr the provisions of Texas Natural Resources Code 52. 171 through 52.190, commonly known as the 
Relinquishment Ae~ and othcr oppllcablc oUtutcs and omcndmcnu thereto, and If any provlolon In this lcuc docs not conform to thcsc statutes, the sututes will 

• • • • !'~vall ovcr any nonconfonnlng leue provisions. 

• • 
3&. EXEClfllON. Thb ollllld gas lease must be slcncd and acknowledged by the Leucc before it is filed of record In the county record• and In the 

• 
0 

• • <JZncnl Land Office of the Sutc ofTcxu. Once thc filing rcquircmcnu found in Paragraph 39 ofthlo lease hnc been Jatisned, the dfcctlve dote of this leue shall 
• ll"the date found on Poge I. 

• 
39. LEASE FILING. Pursullltto Chapter 9 of the Texu Business llld Commerce Code, this lease must be filed of record In the office of the County 

: • • Clerk in lily county In which oil or any part of the leased prcmlscJ Is located, and cenlned copies thercofmuJt be filed In the General Land Office. Thb lease is not 
• •«J~:ctlve until • ccnlncd copy of this lease (which is mode and ccnlncd by the County Clerk from his records) Is filed In the General Land Office In accordoncc with 

Tcxu Naturol Resources Code 52.183. Additionally, this lease Jhall not be binding upon the State unlcn it rcchcs the actuoland ll\lc conslderotlon pold or promised 
for execution of this lease. The bonuJ due the Stole llld the prescribed fillnc fcc shall occompany such ccnlficd copy to the Gcnerol Land Office. 

STATE OF TEXAS 

BY:...,..,.__,.,.-..,----:--:--:--o-::-----­
lndivlduolly and u ogent for the State ofTcxu 

Date: _________________ _ 

STATE OF TEXAS 

BY:...,..,.--::---:---~-:--:---:-=-----­
Individually and OJ ogent for the State of Texas 

Date:. _________________ _ 

STATE OF TEXAS 

BY:-:-:-:-:--:----:--:--:---o-::-----­
lndivlduolly and OJ ogcnt for the S tote of Texas 

Dote :. ________________ _ 

True and Correct 
copy of 

Original filed in 
Reeves County 

Cle rks OHice 
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STATE OF ____________________ __ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF __________________ __ 

DEFORE ME, the undmlgncd authori ty, on this day personally appeand _______________________ _ 

known 10 me 10 ~ the person whose name ls subseri~d lo the foreaolng lMil\lmcn~ as. _____________________ .or 

-o-...,.------:---:c:-~-:---:----:-:---:----:-----,-,.,-......,.--~-:-c:--:--:-:--and acknowledged 10 me thor he exccured the same 
for the purposes and tonslderarlon therein expressed, In the capaci ty Silled, and u the acl and deed of said corporal ion. 

Given under my hand and seal or omec: this the. ______ .day or _____________ 19 __ . 

Norary Public In and for _________ __ 

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

COUNTY OF __________ _ 

DEFORE Ml!, the undcrslcned authorhy, on this day personally appeared. ________________ ·--------------

known lo me 10 ~the person whose name Is subscri~d to lhe fore&olng lrull\lmen~ u. ____________________ .of 

-o-...,.------:---:,..,-~-:---:----:-:--:----:-----,--:--..,.---..,.-,-...,.--,-.,...,--and aeknowledged to me lhal he exccured lhe same 
for the purposes and tonslderarlon therein expressed, In lhe cepachy slated, and as the eel and deed of said torporallon. 

Given under my hand and seal or omec: this lhe _______ day of ___ ___ ______ 19 __ . 

STATEOF _ _ -'TEXAS~~~------­

COVNTY OF_~MI=D=LAND~~-----

Norary Public In and for - -------- -

(INDIVIDUAL ACKNOWLEDGMENT) 

Before me, the undersigned authorhy, on lhls day personally appeand ____ Cl=a:...y.__"'J-'ohnso _ __ n __________ __ __ 

known 10 me 10 be lhe persons whose names are subs c rl~d 10 the foregoing IMirumen~ and acknowledged lo me thar they execured the same for the purposes and 
consideration therein expressed. 

Given under my hand and seal of office: th is lhe _ _::;(....:...c.).~---·dly of m~---=9'-"'---8 ___ . 

Norary Public in and for ___ 'TJ._?I'--'-''-%~'-----

(INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF ____________________ _ 

Defore me, the undersigned aulhorhy, on lhls day personally appcared _ ___ _ .. E$a"""'""-..!MarV=::..L.-'McAdams====---------

known 10 me 10 ~ the persons whose names are subscribed 10 the foregoing IMII\Imen~ and acknowledged 10 me tharthey execured the same for the purposes and 
consldcrallon therein expressed. 

Given under my hand and seal oromcc lhls the _______ .day or ________ _ _____ __. 19 98 

Nolary Public In and for _________ _ 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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EXHIBIT "A" 

ATTACHED TO A D MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
MAY 4, 1998, BY AND BETWEEN EDNA MARY MCADAMS, A WIDOW, AS LESSOR, AND 
CLAY JOHNSON, AS LESSEE, AND COVERJNG SECTION 5, S&E NW/4 NW/4, S/2 NE/4, BLOCK 
58, PSL SURVEY, REEVES COUNTY, TEXAS 

If, at the expiration of the primary tem1 hereof, this lease is being held by production or a shut-in 
well pursuant to the tem1s 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 perfom1ru1ce 
thereof, then in e1ther event, this lease shall tem1inate as to all lands covered hereby. save and except for the 
proration units surrounding each well then producing, capable of producmg or upon wh1ch operations are 
being conducted. The term "proration unit" as used in this paragraph means any acreage des1gnated as a 
drilling unit or production unit in accordance with the rules of the Railroad Comm1ssion of the State of 
Texas. Further, the term "commencement" shall mean that point in time when the pertinent well is spudded 
and the tem1 "completion" shall mean the date upon which the 1111tial potential test report is filed with the 
Ra1 lroad Commission of the State of Texas, if a productive wel l, or the date of filing the plugging report 
with the commission, if a dry hole. Notwithstanding the temunatlon of this lease as to a portion of the 
lru1ds covered hereby, Lessee shall nevertheless continue to have the nght of ingress to and egress from said 
land still subject to this lease for purposes described in pnragraph I hereof. together with casements and 
rights of way for roads, pipelines and other facilities on, over and across all of the lands sti ll subject to this 
lease and for the gathering or transportation of oil and gas produced from the retained lands. ll1e sole 
liabiliry or penalty for the failure of Lessee to drill any well or wells required or permitted in this lease shall 
be the temlination or partial tem1ination of Lessee's rights under the lease as prov1dcd 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 contmuous dnlling program. If one 
well is commenced sooner than 180 days after the completion of the last precedmg well. the port ion of the 
prescribed 180 day period not used may be c:mied forward and added to the pcnod between subsequent 
wells. 

-------------~--~---------------------------· 
True and Correct 

copy of 
Original filed in 
Reeves County 

Clerks Office 
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CALIFORNIA 

ALL-PURPOSE 

ACKNOWLEDGEMENT 

STATE OF CAUFORNlA 

COUNTY OF f lue Q JC 

before me, _uUJ~lJ~..<.~( ML..~H::-=:m=d~.:-:?tJsd1a~ru~(JGV~b~(~l (~ 
- NAME, Tffi.E OF OFFICER {E.G .. "JANE 00~ NOTARY PUBLIC" 

personally appeared, G]V\0\ Wluf~ tmcA-klY1-~ · 
personally known to me (or proved to me on the basis of satisfactory evidence) to be the person(s) 

whose name(s) is/~fPtsubscr ibed to the within instrument and acknowledged to me thatJtejshe/ 

they executed the same in ~/her/t~authorized capacity(ies), and that by tri6/her/\Jtai..r 

signature(s) on the instrument the person(s), or the entity upon behalf of which the person(s) acted, 

executed the instrument. 

(SEAL) 

OPTIONAL INFORMATION 

TITLEOR TYPEoF o ocuMENT Paid LyO (Jrf i:C-'tA .. S Le.u..sg_ 
DATE OF DOCUMENT s "' IS' qV NUMBEROFPAGES _ _ s..J.------ -
SIGNER{S) OTHER THAN NAMED ABOVE -ClciH~=-.(....--_.l!,)O~b:.IJif\.~S.:..:~~V\.__ _ ___ ______ _ 

Fll.E NO . 1605 . 

.. - ·----~---~·---
. . 

AllY PROVISION HEREIII YIHICH RESiRICTS THE SALE. RWUt. 
OR USE OF THE OESCRI!l!.O 0 S'.I PFOriiiW t'<t;. J~~ OF C~·OR 
(IR R~CE IS IN .f.UO ;.tJO u:;~tl f-C~Cf~~~f., l'•'rr. '!':: 'l 
~\ ~ -

FILED FOR RECORD ON THE_ -.;J9u.t...o.;b.___ __ DAY OF J une -==:::..._ _ _ _ __ A.D. 1998 AT 10: 23A M 

DULY .RECORDED ON TIIE 1 0 th 

BY= i/J&Av !b)i~ 
DAY OF · _ _..::J;.;:u::.::n::.::e:__ ___ __ A. D. 1998 AT 2: OOP M 

DEPUTY 

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS '- l' k. l tl' 1 
COUNTY OF REEVES -

The above and foreg<llng is ll full, true and correct photographiC c of lhe 
ong1nal record now tn my lawful custody and possesSIOn, as lh~ame 15 
hled/reco;~9 t~Jhe public re£9rd~f my office foelnct in VOL ~ 
PAGE ~THRU l,f:/S . ' · • 

DIANNE O. FLOREZ. COUNTY CLERK 
REEVES COUNTY. TEXAS 

, ; 
'· 

J' '.t'£"·;:~~ I hereby cerllfied on ~. ~-// - tj? 
1t.\ DIANNE 0. FLOREZ, COUNTY CLERK 
~ RE::::UNTY, TEXAS 

aG/LJtduv ~ 
DEPUTY 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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Central Land Offi<t 
Rrllnqulahmnl A< I Ltur Form 
Rtvlatd, Stpttmbrr 1997 

herclnaner called Lessee. 

PAID UP 
OIL ANO CAS LEAS£ 

I. GRANTING CLAUS I!. For and In cons ldenllon oflho amounulla~d below and oflho covenanu and ai)'Ccmrnuto be paid, ktpl and pcrfonntd by 
Lessee under this lease, the Slate of Texas actina by and thtou&h tho owner of tho soli. hereby annu, leases and leu unto Lessee, for lhc sole and only purpose of 
prospe<llna and drlllln& for and produclna oil and au, loylna pipe lines, bulldlnat.anks, t torina oil and building power tlorlont , lelcphone llnu and olhcr t iNctures 
!hereon, lo produce, u ve , lolcc cue of, liCit and u aitspon uld producu oflhc lcasc, lho followlnslandt tlluatcd In Reeves County, Slate 
of Texas, to·wlt: 

Section 5, Snve nnd Except the NW/~ NW/4, sn NEt~ of Section 5. Block 58. PSL Survey. 
This is n PAID UP LEASE. Subject to the o ther provisions he rein contained. this lense shnll rema in in force without rental payments 

or further payments othe r than royalties herein prn\'ided for n term nf fi"e (S) yenrs fro m this date (called "~rimn ry ~erm"): an~ so 
I on~ thereafte r ns oil o r gas (either o r l>oth) Is produced from snid land or land p ooled therewith, o r the lcuse 1> othe rwue mumtntned 

:\\ ;rovidetl herein. The Derosito ry Dank and amount listed In parngruph 3 be low is in reference to the r uyment of minimum roynlty 

in nccorcl:once wilhf::o rngrarh S below. 
conlalnlns 520 • 3 ocrcs, more or leu. The bonut eonsldcrallon pold for lhls lease Ia as followt: 

To lho Stole ofTexas: ___ ---!'lliREE~~~HUND"""'""'RED~"'-"'NINETY......,"""'...._.s:AN!)...,.._1...,0<J/'-1,_,0..,0,._ ______________ _ 
Dollm (S ___ ~3 ... 9..,0.......,.1_,.0'----') 

Totol bonut contldentlon: __ -;SEVEN;;;,~~HUND==7'RED=;.....::E:::I:..:GHTY=c::-..:..AND=c......::2:..:0..:../...;.1..::0..::0 _____ __:. ____ ____ _ 
Doll on (S ___ __,7 ..... 8w0""""'2""'0 _ __, 

The tolal bonut consldcrallon paid rcprcsenu 1 bonus of.-;-:--'F~I::.F_;;;'l:;;''f:---=FOOR==-'AND=.::::_..:.00'-7/_1:...0=-0=----:;c-:--,-=----------
- --------------·Dollon (S 54 00 l pcrocrc, on 14 448 nell<rcs. 

2. TERM. Subjecllo lhe other provlalons ln lhls lco.sc, lhls I<IJe shall be for a lenn of fiye ( 5) years from lhb date 
(herein called "prlmuy lcnn") and as longlhcreoftcr.., oil and go.s, or cllhcr oflhcm, Is produced In poyln& quanthlcs from said land. 
As used In lhls lciJC, lhc tenn "produced In paylna quantities" means thai the recclpu from lhe sale or olhcr authorized commercial usc of the JUbJWICC(I) covered 
exceed out of pocket opcntlonal expenses for the s1x months last past 

3. BELI.V REtrF,\b&, lfM uoll lt eomnttuccd on tl•ole10ed pitnil•cs 011 or before one (I) )til fio111tlil t dote, thb lc10c •liallltnuluuc, uuleu 

~~c 01 IICNIC i~;~*vt"A~" 511~,!~;!~ "&" ~~~~dlt79 0 Bank 
at ;rkMif<:c;;ro;; (wh!clnlndkonllnuc-ar~ltd<po• IIUIJ it&mdlm ofchml&tl In d10 o~nmhlp of 
~flcd-bclow,ln addltlou, Leucc 1holl P*J u11endc1 lu d1c COMMt3310141!:11: 0~ Till! OI!NI!IV\L LAND OFFICE OF 111ESIATEOF 
TEKAS, AT hUSTIN, TEXAS, allkMUIII on 01 bofo10 said dale. Pi)llltnl$ under this parosnplulmtopcrtto 1:1 11tntaleo1d thall Cultl the pll t llccc ofdcfcrrin& 
tllo commanocmonl ofa uell fOf'one (~from u ld dolo. PI) men!Htftdet thb-puagraplrtMJI be lrrtiiC'followln~· 

To lhe owner oflhe soii: __ • .:;SEVEN~~;....;.AND=:.......;2o.:2;;.:/_1;...0;;..0;;_ ______ -:-________ _;_ ____ __; __ _ 

Doll on (S,.------,1::_....2.2.....~~-:-=--;;""""'"""'-------..J 
To lhc State ofTcxas:. ___ ..,;S~EVFN~'!"--'A"'NDw..~'-"'2""2..~.Z ..... luOLIO,_ _______ ,_ ___________ _____ _ 

Dollm (S ]_:J.2___ 
To1&1 Rcn1al: -----=m~'=TiiiiEN'==~-;::A7NQ;:::--,4;-4;-z-r,•o=o-------' 

Dollan (S·-----L.!L...S.!l-------------.....J 

In a like manner and upon like paymcnlJ or tcndcn annually, the commencement o f a well may bo further dcfcrTCd for t uc.cculvo periods o f ono ( I) year each durfns 
lhc prlmuy tcnm. All poyn\onu or ~ndera ofrent.al lo lhc owner oflh~ aoll moy be made by <heck or sla hl draft oflcuee, or any us lane• o f thh leue, and may bo 
delivered on or bcforotholenlal paylna dolo, lflho bank dcslcnotcd In thlt PIR&nph (or lu succauor bank) should ccaso to cxh~ ruspcnd buslncu,llqulda~. fall or 
be succeeded by another bonk, or for any ~ason fall or rel'uselo ..:cepl rent.al, Lcuco shal l not bo held In defauli for fal luro 10 make tuch p1ymcnu or t<ndera of 
rcnlll untlllhlny (30) days after lhc owner oflho toll tholl deliver 10 Lessee a proper recordoblc lnstnJmenl namln& another bank IJ ascn110 receive such paymenu 
or lcndcn. 

------......... -----------------~ ·~~·--.. --~--------
True and Correct 

copy of 
Original filed in 
Reeves County 

Clerks Office 
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4, rROOUCTION ROYALTIES. Upon pro~ucllun o fullaJUllor gM, l.cssec agrees IU pay ur cnusc 10 he pai~ onc-hnlf(l/2) oflhc rny•lly 
pruvi~c~ fur In I his lease lo the Commissioner o ( lhc General Lan~ Office oflhc Slllc of Texas_ II Auslln. I CXIl.l, an~ one-half (In) or such royally 10 !he-owner or 
U1c soli: " · 

(A) OIL. Royally payable on oil, which Is dcOncd as lncludln& all hydrocarbons produced In a liquid rom1 allhc moulh orlhc well and also as all 
con~cnsalc, disllllalc, and olhcr liquid hydrocarbons recovered rrom oil or au run U~rouah a scparalor or olhcr cqulpmcnl, as hcrcinaOcr provided, shall be 

3/1 6 pltl or ll1c sross producllon or lhc markcl value U1crcof, allhc oprlon of lhc owner or ll1c soil or lloc Commissioner of lhc 
Gcncrall.and Office, such value 10 be delennlned by I) lloe hl&hcsl posled price, plus premium, lr any, alTered or paid ror oil, condcnsalc, diS! II I ale, or olhcr liquid 
hydrocarbooiJ, respectively, or a like rype and aravlry In IIIC scncralarea where produced and when run. or 2) ll lc hiJheSI markel price lhereor alTered or paid In I he 
gc.ucral Ncl where produced ami when run, or 3) lhc &ross proceeds of the sale lhcrcof. whichever Is the seutcr. LcJscc •~trccslhat before auy &u pruduccd noutthe 
lca.•ed premises IJ sold, used or prO<:csscd In a plan!, II will be run free of cusllo lloc royally nwncrs lhrough an adc•rualc oil and gas sep•ralor o r C<lnvcrll lonallypc, or 
nlher equlpnoenl allcasl as efficlc.nl, so ll1al all liquid hydrocarbons recoverable fr om lhc gas by such means will he recovered. 'l11e rcqulrcmcnllhal such I"' be run 
lhrough a scpAtllor or olhcr equlpmenl may be waived In wrllln& by lhc royally owners upon such lcnns and condllluns as lhcy prescribe . 

(Ill NON PROCESS£:!> GAS. Royally on any s a.• (lncludlna On1ed JOl), which Is •leline<l ,... nil hydrocarbons and ga.•euus sub$1ancu nol dclined 
as oil in subpauguph (A) above, producc.d from any well on said laud } except as provlcJcd herein wllh respect to ga.s processed In • pllnll (or the extract ion o r 
gasoline, liquid hydrocarbon• or o~oer produciJ) shall be 3 16 part of~oc grou production or the markc; value lhcrcof, al lhc opllon or1hc 
owner of ~oc soli or lhe Commissioner oflhc General Land Office, Juch value lobe based on lhc hlgheSI markcl price paid or o iTcrcd for 111 of companblc quality ln 
lhc aencral lfCA whc,-c produced and when run, or the aross rulcc p•ld or offered to the producer, whichever Is the !,feftlert rrnvldc:d Utft1lhc maximum pressure bASe 
In measuring ~1e gas under Uola lcuc shall nolat any time exceed J4.6S pounds per square Inch absolute, and lhc Sl•ndatd base lcmpcrolure shall be sixty (60) 
dc&rcu Faluenhelt, conccllon to be made for pressure aceordlna lo noylc's l.aw, ond for spcclnc aravlly according 10 lcSIJ mode by lhc llalance Mc~1ud or hy the 
mo.•t 111pruovecJ mclhod oftesllna bclna used by the lucJusuy at the time oflcstlng. 

(C) PROCESS EO OAS. Royally on any gas processed In a gasoline planl ur olhcr plar11 ror lloe recovery of sasollnc or olher liquid hydrocarbons 
shall be 3/16 pltl orlhe res idue sas and U1c liquid hydrocorbons cxlraclcd or lhc markcl valuelhcrcor, 111hc opllon orlhe 
owner or~1c soli or U1e Commissioner orlhc General Land Office. All royall les due here in shall be based on one hundred percenl (100%) orll1e Ioili plan! 
pro~ucllon or rulduc , ... allrlbulablc 10 au produced from UIIS lease, and on nny pcrcenl (SO%), or lh•l pcrcenl accruing 10 Lessee, whichever Is lhc grcalcr, or the 
lOIII planl producllon or liquid hydrocarbons allrlbutablc lo lhe &U produce~ froon lhb icMe; provl~cd lhal trllotuld hy~rocftrbons lie recovered rro111 J"' processe<l 
In I plan lin which Lessee (or lu paren~ subsidiary or affillale) owns Ill In teres~ lhcnlhc pcrccnlage applicable IO liquid hydrocarbons shall be nny pcreenl (SO%) or 
lhe hlghesl percenl accruing lo alhlrd pltly processing gulluough such planl under a processing agrecrncnl ncgollalcd 11 arm's lcnglh (or 1r1hcrc Is no such lhlrd 
patty. the hlahesc perccnllhen being spcciOed In process lug agrcemcnu or conuacu In the. lri~UJtry). whichever Is the gre1111cr. ll1c rcspccdvc royalties C'ln res idue gM 
and on liquid hydrocar bons shall be dclcrrnlned by I) ~oe hlghcSI morkel price paid or oiTcrcd rur M Y gM (or liquid hydroc•obons) of cnmparahlc quality In the 
general ate a.. or 2) t.hc arou price paid or offered for auch ruldue gas (or lt\C weighted avenge grou Jell In& price for the re.Jpcellvc arades or liquid hydrocatbons), 
whichever Is lhc greater. In no even~ however, shall U1c royal lies payable under U1ls parasraph be less U1an lhc royalllcs which would have been due had lhc gas nol 
been processcc.J. 

{U) OTIIER PROOUCTS. Royally on carbon black, sulphur or any o~oer producu produced or manuraclurcd from gas (excepllns liquid hydrocarbons) 
whelhcr said gas be "culnshead: "dry: or any olher gas, by rracllonallng, bumlnc or aoy olher processing shall be 3/16 part or the 
grou runducllon or such producu, or the market value lhcreor. at the option of the owner of the soli or the Commissioner o ft he General Land Office. such market 
value to be dclennlned as follows: I) on lhe basis oruoc hlghell Olllkel price o r each producl ror lhe same monlh In which such produclls produced, or 2) on lhc 
basis of tloc average gross sale price o r each produel ror U1c sarnc monlh In which such producu arc produced; whichever Is lhc &realer. 

S. MINIMUM ROYALTY. During any year aRcr ~1e cxpiral lon oflhe primary tcnn or ~o ls lease, tr ~•Is lease Is malnlalncd by produc1lon, I he roy allies 
paid under lhls lease In no evenl ~hall be less lhan a.n arnounl equal lo U1c lot•larmual delay renlal herein provided; olhcrwlse, ll1crc sha ll be due and payable on or 
berore lhc I LSI day o f lhe month succeed ins ll1e anniversary dale o f ~•Is I eLSe a sum equallo lhe lolalannual renlalless lhc amounl o f royallles paid durin& lhe 
preceding year. tr Paragraph 3 or~.,. lease docs nol specify I delay rcnlal amoun~ lhcn ror lllc purposes orll.ts parasraph,lhe delay rcnlal amounl shall be one 
dollar (S 1.00) per ac re. 

6. ROYALTY IN KIND. No1wlll1Jlllldlng any oll1er provision In !his lease, alaroy time or from lime 10 lime, lhc owner orlhc soli or lhc Commissioner 
orlhc General Land Office may, II !he opllon or ellher, upon nolless lhlll slxly (60) ~ays no lice 10 lloc holder o r lhc lease, require lhallhc paymcnl or any royall les 
accruing lo such royally owner under lhls lease be made In kind. TI1e owner orlhc soli 's or I he Commissioner oflhc Ocneral Land Office's rlghllo ta.kc IIJ royally In 
kind shall nol diminish or ncgalc Ute owner orU1c soli's or ll1e Commissioner or lite General Land Office's rlshu or Lessee's obllgalions, whelher express or Implied, 
under lhls lease. 

7. NO DEDUCTIONS. Lessee agrees lhalall royal lies accruing under lhis lease (Including lhosc paid In kind) shall be wllhoul de due lion for ll•c cos I o r 
pro~uclns, galherlng, slorlng, separallng, lrclllng, dchydral lng, compress ing, processing, lransponlng, and olhcrwlsc onakln& lhc oil. gas and olhcr producls 
hereunder ready ror sale or use. Lcuce agrees 10 compule 111~ pay royalllcs on U1c gross value rece ived, Including 111y re lmburscmcnu ror severance laxes or1d 
producllon rclaled cosu. 

a. PLANT fUEL ANO RECYCLED OAS. No royally shall be rayablc on any gas as may rcprcscnllhls !cue's proponlonale share or aoy 1\Jel used lo 
process gas produced hereunder In any processing plant. Notwithstanding any other proviJion or lhls lease. and subject to the wrll tcn consent of the owner o r the soU 
and I he Commissioner of lhe General Land Office, Lessee may recycle gas for gas IIR purposes on lhc leased premises or for lnjccllon lnlo any oil or sas producing 
rormallon underlying lhe leased premises aRcr lhc llq~ld hydrocarbons corua lned In lhc gas have been removed; no royal lies shall be payable on ~1c recycled gru 
unlllll ls produced arod sold or used by Lessee In a manner which enlllles lhe royally owners 10 a royally under lhls lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royallles noiUkcn In kind shall be paid 10 lhc Commlssloner o rll1e General Land Office ol "'"lin, 
Texas, In U1e following manner: 

raymcnl o ( royally on producllon or olland , .. shall be as provided In ~le ru les SCI forlh In the Tcxu Reg Isler. Rules cuncntly provide lhol royally on oil Is due 
and muSI be rece ived In lhe Ocneral Land Office on or berorc U1c Slh ~ay or lite second monlh suceee~ lng lloc rnonlh of ptoducllon. and royally on aas.ls due an~ 
muSI be rece ived In lhc General Land Office on or berore lhe I Slh day o rlhc second monlh succeeding U1c monlh or producllon, accompanied by lhc affidavll or U1c 
owner, ma.nagcr or olhcr aulhorl•ed agcnl, complc1cd In ll1c ronn ar1d manner prescribed by Uoe General Land Office and showln& the gross amount and dlsposlllon of 
all o il and gas produced and U1e matkel value orUoc oil and gas, lo&clhcr will• a copy of all documcnu, records or rcporu connmllnglhc gross producllon, disposition 
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Reeves County 
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and ;,11kct voluc Including e.l meter rcodinas. pipeline receipts. gu line receipts and other checks or memoranda of amount produced and put Into pipelines. tanks. 
or pools and eu lines or gu storage. and any other reporu or records which the Gcncrol Land Office moy require to verify the gross production. disposition and 
market value. In oil cues the authority of 1 manoecr or •sent to oct for the Lessee herein must be rotcd in tho General Land Office. Eoch royolty payment shall be 
accompanied by a check stub. schedule. summary or other remittance advice showlns by the uslsncd General Land Office I cue number I he amount of royolty being 
paid on each I cue. If Lessee pays his royolty on or before thirty (30) doyJ aRcr the roy~ty payment wu due. then Lessee owes a penalty of S% on the royolty or 
S2S.OO, whichever is arcalcr. A royalty payment which Is over thlny (JO) days late Jhall ICOniC a penalty or uw. of the royal ty due or S2S.OO whichever Is arcatcr 
In addi tion to a penalty, royalt ies sh•ll accrue Interest at a rate o f 12¥. per year; such Interest will hcgin accn~lna when the royalty IJ Jixty (60) doyJ overdue 
Affidavits and supponing documents which arc not Olcd when due shall Incur a penalty In an amount set by the General Land Office administrat ive rule which Is 
effective on the date when the affidavits or Jupponln& documents were due. The Lessee shall bear all responsibility for paying or eouJing royoltles to be paid IS 

prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture u provided by law 
nor act to postpone the dote on which royalties were originally due. The above penalty provisions shall not apply In cues of title dispute as to the State's ponlon of 
the rnyalty or to that ponion of the royalty in dispute as to fai r matkct value. 

trl . (A) RESI!RVI!S, CONTRACTS AND ()TilER RECORDS. Lcucc shall annually furnish the Commluloncr of t he Ocnerel Land Onlee with 
Its best pouiblc estimate of oil and gu rcservu underlying this leue or allocoblc to this lease and shall furnish u id Commiuloner with copies of all contncts under 
"h1ch gas is sold or processed and all subsequent ogreemenu ond an1endmcnts to such conuacu within thiny (30) doys oRer entering into or mlking such contracts, 
agrccrucnu or amendments. Such conttacl.S and agrc.cmcnLS when received by lhc General Land Office shall be held In confidence by the General Land Office unless 
olhcrwisc aulhnrltcd by l.cucc. All other contracu and records rcnaintna lo lhc produclion, trensponatlon. ule and nuukcling o flhc oil and gas produced on uld 
premises, includin& lhc bottles and accounts, rccclru.s and dlseharscs of ell wells. I&JikS, pnols. melcn. Alld pi1Kiincs shall 11 111 limes be subject 10 lnspeclion AJld 
eX3111inallon hy lhc Commissioner o f the General Land Onicc,thc Allomey Gcneral.lhc Oovemor, urI he represcnlaliYC of any or them 

(0) PERMITS, ORILLING RECORDS. Wrillen notice of all operations on this lcue shall be submiucd to the Commluloncr of the Gcncrol 
Land Office by Lessee or operator fi ve (S) days before spud date, workovcr, re-entry, temporary ebandonmcnt or plug and abandonment or any \!-ell or wells. Such 
wriucn notice to the General Land Office shall Include copies of Roll road Commbslon forms for application ro drill CopieJ of well tests, completion rcpons and 
plugging rcporu shall be supplied to the Gcncrel Land Office at the time they ate filed whh the Texas Railroad Commission. All oppllcations. permits. rcporu or 
o1her r.tlngs thor refe rence this lease or any specific well on the !cued premises and thotarc submillcd tn the TexiS Roll rood Commission or any other governmental 
agency shall include the word 'State' In the title. Additionally, In accordance with Railrood Commission rules, any slgnagc on the leased premises for the purpose of 
identifying wells, tank baueriu or other usoclatcd Improvements to the land must also Include the word 'State." Lcucc sholl supply the General Land Office with 
eny records, memoranda. eccounts, rcporu. cuttings and cores, or olhcr infonnaaion rel11ive 10 lhe operation o f the ebove~escribed premises, which may be. 
requested by the Ocncral l.and Office, In addition to those herein cxpreuly provided for. Lessee shall have an eleculcol and/or radioactivity survey mode on rho 
bore·hole section, from rhc base of the surface casing to the total depth of well, oflll wells drilled on the above described premises and sholl transmit o tn1e copy of 
the log of each survey on each well to the Ocncral Land Office within nneen (15) days aner the moklng of sold survey. 

(C) I'I!NAL TIES. Lcuee shall incur 1 penalty whenn cr rcporu. documents nr other mGtcrlais arc not nlcd In the General l.and Office when 
due. ll1c penalty for late Rllng shall be set by the General Land Office administrative rule which Is ciTcctlvc on the date when the materials were due In the Gcncrol 
l.ond Office. 

II. DRY IIOI.E/CESSATION OF PRODUCTION llURING PltiMARY TERM If. during the prhnory tcnn hereof and prior to discovery and production 
uf llil or gas on said land, Lessee should drill e dry hole or holes thereon, or If during the primary term hereof and aRcr the discovery and actuol production of oil or 
gas from the leased premises such production thereof should ccuc from ony causc,thb lease sholl nottcrmlnatclfon or before the cxplntlon of sixty (60) doys from 
date of completion of said dry hole or cessation of production Lessee commences addition• I drilling or reworking opcntlons thereon, or pays or tenders the next 
annual delay rental in the same manner as provided In this leuc. If, during the last year of the primary term or within sixty (60) deys prior thereto, e dry hole be 
completed and obandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall rcmoin In full force and cfTcct without further opentlons 
until the expiration of the primary term; and If Lessee hu not resumed production In paying quantities at the cxpitotion of the primary tcnn, Lessee moy malntoin th is 
lease by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary tcnn as the dele of cessation of 
production under Patagraph I J . Should the first well or any subsequent well drilled on the above described land be completed as 1 shut·ln oil or gu well within the 
primary tcnn hereof, Lessee may resume payment of the annual rental In the same manner IS provided herein on or before the rental poylng dl!~ follo'l'ln&lhc 
expirotion of sixty (60) doys from the date of completion of such shut-In oil or ga.s well and upon the failure to make such payment, th is leue shall ipso (octo 
lenni nate If at the expiro rlon otthc primary tcnn or any time thcrconcr a shut-In oil or gas well is located on thcleucd premises, payments may be made in 
accordance with the shut-in provi.sions hereof 

12. ORJI.l.ING AND REWORKING AT EXPIRATION Or. l'IIIMARY TI!RM If. ot t he cxpira1ion of the primary term, neither oil nor gas is bein& 
prnduccd on sold lond, but Lessee is then engaged In drilling or reworking operations thereon, this IelSe shall remain in force so long as operations on said well or for 
drilling or reworking of any odditionol well lie prosecuted In good fa ith and In workmanlike manner without interruptions totollng more thon sixty (60) days durin& 
ony one such operotlon, atrd If they result in the production of oil and/or gas, so long thcrcoRer IS oil and/or gas is produced in paying quontities from said land. or 
r•yruc.m or shut-in oil or gas well roy•llies or compenSt\lory royahies Is m1dc a.s provided In I his lea..~ c . 

IJ. CESSATION, DRILLING. AND REWORKING. If, aner the expiration of the primary term, production of oil or gas from the leued premises, a ncr 
once obtained, should ceuc from MY cause. this lease shall not tcrmlnare If Lessee commenecs additional drilling or reworking operations within sixty (60) days 
aner such cessation, and this IelSe sholl remain In full forte and ciTcet for'" long as such operations continue In good faith and In workmonlike monner wlthnut 
interruptions rotallng more than sixty (60) days. If such drilling or rcwotklng operations result in the production of oil or gas, the I cue shall remain In full force and 
effect for so long as oil or gu is produced from the leased premises In paying quantities or poymcnt of shut· in oil or gu well royalties or payment o r compensotory 
royalties Is mode as provided herein or as provided by lew. If the drilling or reworking operation• result in the completion oro wcllu 1 dry hole, the lease will not 
terminate If the Lessee commences additional drilling or reworking operation! within sixty (60) deys a ncr the completion of the well as e dry hole, and this lease 
shall remain In effect so long 11 Lessee continues drilling or reworking opeutlon.s in good faith and In 1 workmanlike manner without Interruptions totaling more 
rhan sixty (60) days. Lessee shall give wriucn notice to the General Land Office within thirty (30) days of any cessation of production 

14. SHlH·lN ROYALTIES. For purposes of this porograph, 'well" mcam any well thot has been assigned 1 well number by the Sllte agency hovin& 
jurisdiction over the production of oil and gas. If, at any time ollcr the expiration of the primary term of a lease rho~ until being shut in, was be ina maintained In 
furcc and cfTcct, 1 well capable of producing oil or guln paying quanrltics Is located on the leased premises, but oil or gas is not being produced for lack of suitable 
production racililics or lack or 1 suilable muket. then Lessee may pay as a shut-In oil or gas royehy an amount cquftlto double the a.nnua1 rcntel provided in I he 
lease, but not less than S 1.200 a year for each well capable of producing oil or gas in paying quantit ies. If Paugraph J of this lease docs not specify a delay rental 
amount, I hen for rhc purposes of th is patagraph. the delay rental amount shall be one dollar (S 1.00) per acre To be effective. each initial shut·in oil or gas royolty 
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muSI be po1d on or before: ( I) the expiration oflltc pnmary tcm1, C2) 60 days aner ll1c Lessee ecoses to rroducc oil or sas from the leased premises, or CJ) 60 days 
a Ocr Leuce completes a drilling or reworking operation in eccordancc wh.h the lease prOVISions: whichever dale iJ Illest. Such payment shalt be medc one-half (In) 
to the Commtssloner of the General Land Office and one-half (In) to the owner of the soil. If the shut- in oil or aos royalty is paid, the Ieese shall be considered to \.c 
• produeina lease and the payment shall e xtend the term of the Ieese for a pc:nod of one year from the end of the primary term, or from the fint day of the month ' 
fullowina the month in which production ccoscd, and, aner lltat, if no suitable producuon faciliucs or suitable market for ll1C oil or aos cxulJ. Lessee may extend the 
Ieese for four more successive periods of one (I) year by payln& the same amount each yeor on or be fore the expiration of each shut-In year 

IS. COMPENSATORY ROYALTIES. If, durin& ll•c period the Ieese Is kept In effect by payment of the shut-in oil or &IS royalty, oi l or sos 11 sold and 
delivered lu paylna quantities from a well located within one lltuuund (1,000) feet of the leoscd premises and completed In the sante producina reservoir, or In any 
ea.se In whlc.h drainage Is occurrina, the right to continue to maintain the Ieese by paying the shut-in oil or &IS royalty shall ccosc, butlllc Ieese shall remain effective 
for the remainder of the year for which the royally has been paid. The Lc.s.scc may mainlain the lease for four more successive years by Lessee paying compensatory 
royalty 11 Otc royalty rate provided In the lease of the market value of production from the wcllcouslug the drainage or which Is completed in Otc same producing 
reservoir nm.l within one lhousaru.J ( 1.000) feet oft he leased rrcmlscs. ll1c compensatory royalty is 10 he paid monthly, onc·hal( (In) to the Commissioner or the 
vcnerol Land omcc &rid onc-hal((lf2) to UIC owner of the soli, bealuuing Ull or before the last day of the mo nth following lhc month In which the oil o r gas is 
produced front the well causing lhe drainage or that is complete~ In the same tnoducing reservoir and locAted within one lhousand (1.000) (eel o(thc leasc4J prenuscs 
lflhc compensatory royalty paid in any 12·month period Is In an amount less than the annual shut·ln oil or gas royalty , Lessee shall pay an amount equal to the 
difference within lhln y (30) days from the end of the 12-month period. Compensatory royalty payments which arc not timely pold will accrue penalty lnd Interest in 
accordance with Paragraph 9 o f th is Ieese. None of these ptovisions will re lieve Lessee of the obligation of reasonable development nor the obllgotion to dri ll offset 
wells 115 provhJed In Texas Natural Resources Cotlc 52. 173 : however, at the ..Jetermlnat inn o(thc Commlssluncr, nml with the Commissioner's written approval. the 
raymcnt or compensatory royalties can satisry the obligation to drill orr set wells 

16 Ill :I AINEIJ ACREAGE. NolwithSiouding ouy provis ion o ftlus Ieese In I he couuary, oRer 1 well ptoducing or capable o f ptoducing nil nr gas luu 
been completed on the leased prcmisu. Lessee shall exercise the ~ illgence or a reasonably prudent opcu.tor In t.lr ilhng .such addi llonal well or wells as may he 
reasonably necessary for lltc proper development of the leased premises and in marketing the production thereon. 

CA) VERTICAL. In the evcntlltls lease Is In force and effect two (2) years aRcr the expiration date of the p1imary or extended lerrn h shollthcn lcmtlnolc 
IS to all or the leased premises, EXCEPT (I) 40 acres surrounding each oil well c.ap•blc of producing In paying quantities and 320 acres surrounding each gas well 
capable of producing in paying quantities (Including a shut-In oil or aas well as provided In Paragraph 14 hereo f), or a well upon which Lessee Is then engaged In 
continuous dlillina or reworking operations, or (2) the number of acres included In a producing pooled unit pursuant to Texas Natural Resources Code 52.1 S 1-
52. 1 SJ, or (3) such greater or lesser number or acres as may then be allocoted for production purposes to 1 proration unit for each such producin& well under the ru les 
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority havlnaJurlsdictlon. I fat any time aner the cffct1ive 
date oflltc partlallcrrninalion provisions hereof. ll1c applicable field rules arc chanacd or the well or wells located thereon arc rcclosslficd so that less acrcaac Is 
lltcreaRcr allocated to said well or wells for production purposes, lit is lease shell thereupon tcmtinatc as 10 all acreage not thereaner allocated to sold well or wells for 
production purposes. Notwilhslandlnsthc termination of this lease as to a ponion of the lands covered hereby, Lessee shall nevertheless continue to have the ria ht or 
ingress to and egress from the lands still subject to this Ieese for all purposes described In Paragraph I hereof, toacthcr with casements rnd rights-of-way for existing 
roads, existing pipelines and other existing facilities on, over and across all the lands described In Paraaraph I hcrcof("thc retained lands"), for access 10 artd from the 
retained lands and for the aathcrin& or ltansponation of oil , gas and Olllcr minerals produced from the retained lands. 

(8) IIORIZOtiTJ\L. In dac e tc ill chis lease is he ft:na llid cffccr cwo (2) )tats WIICJ che cxphaiiUii dace urd1e pt hnmy 01 exrcudcd team it shall t'Oidter 
cca miuatc as to ell depths belo w 188 k ct below the tot•l dcpdi dlilled (ht itliiiltt i dttlkl Ut pdil ) Iii tlctl WCii lbtllC:d Oh ldCigC tCUIHCd In PUiitipri 16 li\J 
lf:>c ,e, tenlau e:: e: tJeNue he (2) ) t au a Act the plimAJ J o: cxtcudcd ttim Lessee p&JS ass miiOUih equal co cue lialf(lli) ofdcc banal unginallj pald u 
cunside taliou r. r lhis lco>e ( ld specified ou poge I hc teofl lfsnch ontolhlt is paid, this ltOJ< shull be in 1\ncc and effect BJ to such dtcpCI depths, and said 
ltlluiualiou shall be dclajcd f<n au additirmal pCJ iod ofl wo (~))COil and so loug lliCtcaAct "'ull 01 gro Is fHtldnced In pa) Ins qoalllitlcs Null I such deepc1 depths 
eo •••d b) this looso. 

(C) IDENTIFICATION AND FILING. Titc surrocc acreage retained hereunder as to each well shall, as nearly as pract ical, be in the form of a square with 
the well located In the center thereof, or such Olhcr shape as may be approved by the Commissioner or the General Land omcc. Within thln y (30) days a/lcr part ial 
tcnninattou of this lease as provided herein, Lessee shall execute and record a relcosc or releases containing a satisfactory legal descr iption of the acreage and/or 
depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in lite General Land Office, accompanied by the filing fcc ptescrlbed 
by the General Land Office rules In effect on the date ll1e release Is filed . If Lessee falls or refuses 10 execute and record such relcosc or relcoses within nluCiy (90) 
days ancr be lug requested to do so by the General Land Office, then the Commissioner al his sole discretion n11y designate by wrlucn Instrument the acrcaae and/or 
dcptlu to be released here under and record such instrumental Lessee's expense In the county or counties where the lease Is located and In the official records of the 
General Land Office and such designation shall be binding upon Lessee for all purposes 

17. Ofi'SI:T WELLS. Neither lite bunu.s, delay rentals, nor ruyaltles paid, or 10 be paid, uuder this Ieese shall relieve Lessee of his obligation to protect 
the oil and gos under the above-described lartd front being drained Lessee, sublessee, receiver or other agent In control of the lcoscd premises shall drill as mony 
wells as the faclJ may justify and shall usc appropriate means ami drill to a depth ncccsury to rrcvcntunt.lue dninagc of oil anti gas from lhc leased premises In 
addition, ifollaud/or gas should be produced In conuuerclal qu•ntltics within 1,000 feel oflhc leased premises, or In any case where the leased premises Is being 
drained by ptoductlou or oil or a os. the Lessee, sublessee, receiver or olltcr ogcn1 In control or the lcoscd premises shall iu aood fa ith bealn the drill ina of a well or 
wells upon the leased premises within 100 days a Rcr the draining well or wells or lhc well or wells completed within 1,000 feel of the lca.scd premises Slllrt producing 
in c.ommcrcial quanthics and shaH prosecute such drllltn& whh dill&cnc.c:. Failure to satisfy the statutory o rrset obli&ation may subject U•ls lease and the o~ner oflhc 
soil's •seney rlght.s 10 forfchurc . Only upon the dclcrminatlon of the Commis.s ioncr of the Gcncrall .amJ Office 1nd with his Wfittcn orruoval may the payme nt of 
cmupensalory royalty under applicable statutory parameters satisfy the obllaatlon 10 drill an offset well or "'ells required undu this pancraph. 

II. FORCE MAJEUR£. If, aRcr a &ood faitl1 cffon, Lessee Is prevented from complying will• any express or Implied covenant of this lease, from 
conduclin& drilling operations on lhc leased premises. or from producin& o11 or sas from lhc leased premisc.s by reaJon of war, rebellion, riou, suikc.s, acts of God, or 
any valid order, rule or regulation of government aulhorhy. lhcn while so prevented, Lessee's obligation 10 comply wilh such covenant shall be suspended and Lessee 
shall not be liable for dan1agcs for failure to comply with such covcnanu: addiuonally, thlslcosc shall be extended while Lessee Is prevented, by any such couse, 
ftom condueling drilling and rcwo•kin& operations or front producing oil or sos from lhc lcoscd premises llov.cvcr, nothing in this panaraph shal l suspend lhe 
payn1cnt o( delay rcnlals in Order tO maintain LhiJ lease in effect dunng the primary tcnn in tJ1e absence o r SUCh drilling Or reworkinJ Operations 0 1 production o r Oil 
orgas. 
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19. WARRANll' C LAUSE. The owner o r the soil warrant.S and agrees to de rend title to the leased premises. lrthe owner or the soil deraulu in 
payments owed on the leased premises, then Lessee moy redeem the rights o f the owner o ft he soil in the leased premises by poying any mongage , taxes or other liens 
••n ohe leased premises. 1r Lessee makes payments on behalf o ft he owner of the snll under th is puagnph. Lessee moy r<: covcr the cost of these poymcnu from the 
rental ami royalties due lhc owner of the soil . 

20. (A) PROPORTIONATE REOIICTTON CLAUSE. If the owner ofohe soil owns leu than the entire undivided surfocc estate in the above 
~u~ribc:l11•nll, whether or nol Lessee's lnlcrcslls spcclncd herein, then lhc royahlcs and rental herein provh.lcd to be: paid to the owner or the soil shall be paid 10 him 
in ohe proponion which hi; Interest beart to the entire undivided surfoce estate and the royalties and rcntol herein provided to be pold to the Commissioner of the 
General Land Office of the State o f Texas shall be likewise proponlonotcly reduced. However, before Lessee adjusu the royalty or renta l due to the Commissioner of 
the General Land Office . Lessee or his authorized rcprcscntotive must submit to the Commissioner oflhc General Land Office 1 written statement which • •plolns the 
disercp•••··y between the Interest purponedly leased under this lease and the actual interest owned by Uoe owner of the soli. The Commlssloncrofthc Ocnerol Land 
Oflicc sh.•ll be paid the value o f the whole production allocable to any undivided Interest not covered by a lease, less the proponlonote development and production 
cost allocable to such undivided Interest. Bowcvcr, ln no event shall the Commissioner of the General Land Office r<:celve as a royalty on the gross production 
•llueable 10 the undivided Interest not leased an amount less than the value o f onc-slX!ecnth (1116) of such gross production. 

(0) REOUCTION OF PAYMENTS. If. during the primary term, 1 ponlon of the land covered by this lease Is lneluded within the boundaries 
of o pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources ~ode Sections S2.1 S 1-S2. 1 S4, or 
if, at any lime after the expiration ohhc primary term or the extended tcnn, I his lease covers a lesser number of acres than the Iota: amount described herein, 
payments that ate made on a per acre basis hereunder shaH be redutc:d •C\!urding to lhc number of acres pooled, released, surrendered, or otherwls:c severed, so that 
paymcnu determined on a per aere basis under the terms o f this lease duungthc primuy term shall be calculated based upon the number ofaeres outside the 
boundar ies of a pooled uni~ or, ira tier the expiration of the primary term, the number of acres octually retained and covered by th is lease. 

21 . lJSE OF WAT ER. Lessee shall have I he rlglu 10 usc water produced on u ld l• m.l necessary for operations under this lease except water from wells or 
lanks of the owner of the soil; provided, however, Lessee shall not UJC potable water or water suhablc for livestock or inigatlon purposeJ for waterOood operations 
without the prior consent of the owner of the soli. 

22. Al!TllORIZED DAMAGES. Lessee shall pay the owner o f the soli for damages caused by lu operations to all personal propeny, lmprovcmcnu, 
livestock and crops on said land. 

23. PIPELINE DEPTII. When requested by the owner or the soil, l..:ssce sholl bury ill pipelines below plow depth 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than rwo hundred (200) fctrt o any house or born now on uid premises without the 
wrottcn consent or the owner or the soil. \ 

2S. POLLl!TION. In developing this orca, l..:sscc shall usc the highest degree of care and all proper ufeguards to prevent pollution. Without limit ing the 
fl)rcgnint&. pollution nf coastal wetlands, na1ural walcrways, rivers and Impounded water shall be prevented by I he usc of conlainment facilities sufficlcnl 10 pre. vent 
sp1llagc, seepage. or ground water con1amlnatlon. In I he evcnl o f pollution, Lessee shall usc ell means at Its disposal to recapture all escaped hydroc.arbons or other 
pollutant and sholl be responsible for all dunogc to publle and private propenics. Lessee shall build and maintain fences around lu slush, sump, and drainoge plu 
and tank boncrlcs so as ro protect livestock ogalnsrloss, dunagc or Inj ury; ond upon completion or obandonmcnr of any well or wells, Lessee shall fill and level oil 
~ lush phs and cellars and completely c lean up the drillln1 sllc of all rubbish thc.rcnn. l.c:uce shall. while eondncllng operations on the lea.sed premises , keep uld 
premises free of all Nbblsh. cans, bottles, paper eups or garboge, and upon completion of operat ions sha ll restore the surface of the land to as ncar Its orlgl~ol 
condition and contours as is practicable. Tanlcs and equipment will be kept pointed and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations In this pangraph. Lessee shall hove the rl&htto remove machinery and nX~ures ploced by 
l.cuee on the leased premises, Including the right to draw and remove easing, within one hundred twenty (120) doys otler rhc • •plrollon or the terminat ion of this 
lease unless the owner of the soli granu Lessee an extension of this 120-day period. llowcvcr, Lessee may not remove casing from any well capable of pnoduclng oil 
onJ gas in paying quantities. AdJil lonnlly, Lessee may nor draw and remove casing untll oner th lny (30) days wrinen notice to the Commissioner o f the Gcnerol 
I. and Ollicc. and to the owner of the soil. The owner of the soil shall he come I he owner o ( any machinery, flxlurcs, or cas ing which uc not llmcly removed by Lcucc 
unt.lcr 1he terms of th is paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained In this paragnph and P111graph 29 of this lease, the righu and estates of either parry to this 
Ieese nooy he assigned, In whole or in pan, and the provisions of this lease shall extend ro and be binding upon their heirs, devisees, legal represcntotivcs, successors 
utul Ul~ il)IIS. 1 htwcvcr, • clumgc or division lu owucr;hlp nf the l•ntl, rentals, or roy•ltlcs wil l not cnl•r~c I he obligations of lessee, dl111lnlsh the rights, prlvllc~cs 
lulU estates of l .cuec, Impair the cO'cctlvencss or amy p•yment made by l.csscc: or l1npair the elfcctlvcncss o f any act pc:rfonnccJ by Lessee. And no change or 
division in ownership of I he land, rentals, or royoltics shall bind Lessee for any purpose untilthlny (30) doys otlcr the owner of the soil (or his heirs, devisees, lcgol 
representatives or assigns) furnishes the Lessee with satisfactory written evidence of the ehongc in ownership, Including the original rceorded munlmcnu of title (or a 
ccrtl ticd c~py of such original ) when the ownership chonged becousc o f a conveyance . A total or partial ass ignment of th is lease shall, to the extent of the Interest 
a.ssigncd, rel ieve ond discharge Lessee of all subsequent obligations under this lease. If this lease Is assigned in iu entirety as ro only pan of the acreage, the right and 
option to pay rentals shall be opponioncd as berwccn the several owners ratably, according to the are• of each, and failun: by one or more of them to pay his share of 
the rental shall not aiTcctthls lease on the pan ofthcland upon which pro rata rentals u e timely paid or tendered; however, If the ass ignor or ass ignee docs nor nte 1 

certified copy of such assignment In the General Land Offi ee before the next rcntol poylng dote, the entire lease sholl tcrmlnatc for failure to pay the entire rcnto l due 
under Paragraph l . Every assignee shoJI succeed to all rlghu and be subject ro all obllgotions, liabil ities, and penalties owed to the State by the original lessee or any 
puor ass ignee o f !he lease, Including any liabilities to the Sratc for unpold royalties. 

(B) ASSIGNMt:iNT LIMITATION. Notwithstanding any provision In Paragraph 27(1), If the owner of the soil acquires th is lease In whole or In pan by 
assignment without 1he prior wrluen approval o flhc: Commissioner o f the Genc:raJ Land Omcc, this lease: Is void u o f the time: of asslanmc:nl and the agency power 
of the owner may be forfeited by the Commissioner. An assignment wil l be rrcatcd as If It were made to the owner of the soil if the assignee Is: 

( I) a nominee of the owner o f the soil; 
(2) a corporation or subsldluy In which the owner of the soil Is a principal stockholder or Is an employee of such a corporation or subsidluy; 
(3) a panncrshlp In which the owner oft he so ills a panner or Is an employee o f such 1 partnership; r:::::::-
(4) a principal stockholder or employee or the corporation which Is the owner or the soil; 
(S) a partner or employee In a panncrship which Is the owner o f the so li ; 
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(6) I 01JuCil.fY (or the OWOCf Oflhc SUil, incJutJ1ng bUI110II1111hCIJIO A gunn.Ji:m, lfii( ICC, CUCUIIU, atfmmi1:11AIOf. fCCCIYCr. Uf CU01:(1YIIIiC!f lm lhc 
owner o( lhc soli: or : 
(7) a family member of the owner of the Joil or related lb t.hc owncr1,rthc soli by maniagc, blood, or adoption. 

28. RELEASES. Under the conditions conlJiincd in this paugraph and rangraph 29, Lessee m•y at any lime cxcculc and deliver 10 the owner ofthc sor. 
and place o f record a rclca.sc or releases covering any portion or portions of I he leased premises. and thereby sun cndcr this lease as to such portion or portions. and he 
relieved or all subscqucnl obllgallons as 10 acreage surrendered. If any part o r this lease is properly sutT<ndered. lire delay renlal due under this lease shall be rcduccd 
by the proportion tha11he surrendered acreage bears 10 the acreage which 14·1J covered by this lease immcdralcly prior 10 such surrender: ho,.evcr. such release will 
no1 relieve Lessee of any liabilities which may have accrued under this lc&Sc prior lo the surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. I fall or any pan of this lc&Se is IJSigncd or released. such assianmenl or rcle&Se musl bc rccorded in 
thc counly wherc the land is situalcd, and the recorded lnslrurncn~ or a copy of the rccordcd lnsarumenl ecollficd by lloc Counly Clcrk of thc counly In which lhc 
inslrumcnl is rceordcd, must be filcd In thc Gcncral Land omcc within 90 days ofthc llllcxccuaion d•lc accompanicd by llrc prcscribed filing fcc lf any such 
assignmcna is nol so filcd, the rights acquired undcr this lease shall be subjccllo foofeilurc alllrc opllon o r Ute Comrnissioncr ofllrc General Land Omcc 

JO UISCLOSURE CLAUSE All provisions peollllnlng lo Uoc lcouc or IIIC obovc·descrihcd lond hn-c he en Included inlhis insuurncnl. lncludln~ lhc 
Slalcmcnl o f Ute lrue considcrallon lObe paid for the cxceullon or this lc&Se and Urc olghlS ond dnlies orlloc ranies Any collalcralagrccrncnlS concerning lhc 
dcvclopmcnl or oil and gas (rom the leased premises which arc nol contained in this lciJC render this lease Invalid" 

31. FIUUCIARY DlJTY. The owner or the soil owcs the Slalc I Odutilly duty and muSI fully disclose NIY rae IS arTctllng the Slolc's lnlcoesl In the ICIJCd 
rrcmiscs When thc Interests or Urc owner or the soli wnnltl willa Uause of lhe Stilt, I he OWII<r oflhe soiiiJ obllgalcd lo pul Urc Stale's inlcrcsu before his personal 
intcrcsu 

Jl. run rEI I UltH. lfLU\CC:: .,.,,11 filii or rcru,c In mn\(c the (lft)'f11CIII uffUIY \11111 whhlnthltl)' tift)'\ nncr II hcCUIHC\ tluc. ur lfl.U\CC ,,, 1\11 ftlllhntbttl 

"BCtlt \hould knowingly make any false return or false rcpott concerning prcx.luctlun ur llrlllin[t, or 1( I..C$SCC sha11 fall or refuse to dtiiiAuy orrsct well nr "'ells In gonll 
faith as rcqulocd by law and Urc rules and regulollons adopacd by the Commissioner o r the Gcncoal Land omcc, or If Lessee should fallao Ole rcpoou In lhc manner 
required by law or falllo comply with rules and rcgulallons promulgaled by the Gcncral Land omcc, the School Land Doard, or lhc Railroad Commission, or If 
Lessee should ocfusc the proper authorlly access 10 the records pemlnlng 10 operalions, or If Lessee or"" aulhoritcd ogcnl should knowingly fall or refuse 10 ttlvc 
corrcellnforrnollon 10 I he pooper aulhorlly. or knowingly fall or refuse IO rumlsh Ooc General Land omcc • corrccl log or any well. or If Lessee shall knowingly 
viol ale any of the malerlal provisions of this lease, or lfthls lease Is assigned and the IJSignmcnlls nol filed In the Gcncral Land omcc IJ required by law, the rights 
acquired under this lease shall be subJcctiO forfeiture by Uac Commissioner. and he shall rorrch same when sumclcnlly Informed of the racu which authorltc I 
rorrcllurc. and when roncllcd the area shall again be subjcciiO lciJC under the lcmu of lire RcllnqulshnreriiAcL llowcvcr, nolltina herein shall be consorucd"' 
waivloog I he aulomallt termination of this leiJC by operaalon oflaw or by reason or any specialllonllallon ouislng hereunder. Forfcllurcs moy be sci oslde and Ool• 
lease and all rl&hts thereunder reinstated before the ri&hU of auolhcr Intervene upon satisfActory evidence 10 the Commissioner ohhc General L&Jid Office of future 
compllauce whh the proviJions of the law and of this lease and the rules and regulations lhal may be adopted relative hereto 

33. LIEN. In accordance wllh 1cxas Naluo•l Ruouoccs Code S2. 136,1hc Salle shall h•vc • nrslllcn upon all ollarod g&.< produced foomlhc ore• cuvcred 
by tlois lease IO secure payment uf all unpaid royally and oUrcr sums of money that may become due under this lease. Oy acceptance of this lease, Lesscc grants the 
Slalc, In addition lo the lien provided by Texas Natu11l Resources Code 52. 136 and any other appllublc slalulory lien. an express contracluallien on and sccurily 
lnlcrcsl in all leased minerals In and extracted from the leased premises, all proceeds which may accrue 10 Lessee from the sale ofJuch leased minerals, whether such 
proceeds arc held by Lcsscc or by a third pany, and all fixaurcs on and improvements lo the leased premises used in connection with the production or processing of 
such leased minerals In order 10 secure the payment of all royall lcs or other amounts due or 10 become due under this lease and lo sccuoc payment or any danragcs or 
loss thai Lessor may surrcr by rc&Son or Lessee's breach of any covenant or condlllon of this lease, whether express or implied. This lien and security lnlcrcsl may be 
foreclosed with or without coun proceedings In the manner provided In the Title 1, Chapler 9 of the TcxiJ Dusincss and Commerce Code. Lessee agrees ahatlhc 
Commissioner may require Lessee IO cxccuae and record such lnsarumcnlS as may be rc&Sonably necessary 10 acknowledge. allach or pcnecl this lien. Lessee hcoeby 
represents tlaallhcrc OJe no prior or superior liens arising from and rel1ting 10 Lessee's acllvllies upon Ute lbovc-descoibed property or from Lessee's acquisllion of 
llois lease. Should the Commissioner AI any time dclcrminc tltallhis ocprcscnlllion is noltrue, then the Commissioner may declare tills lease rorrellcd as provided 
herein. 

34. POOLING. Lessee Is hereby gran1cd lhc rightlo pool or unitize lhc royalty interest orlhc owner of the soil under this lease wilh any olhcr leasehold 
or mineral inlmst for the exploration, development and production o( oil or gas or ell/ocr oflhcm upon lhe same l<rrns as shill be approved by lhc School Land 
Doard and lhe Commiuioncr of the Gene Ill Land omce for lhc pooling or unilizing orlhc inl<rcsl or lhc SIIIC under lhis lease pursuant to Texas Natural Rcsourcu 
Code S2.1 S 1·52.1 S3. The owner or lhc soil agrocs lhal the Inclusion or this provision In lhis lease sallsfies the cxccullon ocquircmcnts s111ed In Te•as Nllural 
Resources Code S2. 1 S2. 

35. INDEMNITY. Lessee hereby releases and dischargu tho SUite ofTcxll aEd lhc owner or the soil. their omccrs, cmplo~ccs, panncrs. agents, 
conlractors, subcontrac&ors .. guc.sts. lnvhc.cs. and &heir rcspcclivc suc:cc.ssors and assians, of and from all and any actions and c.auns of ection of every neturc. or other 
harm, including onvlronmcntal harm, for which recovery or danoages Is sough~ Including, bul nollhnhcd 10, all losses and expenses which arc caused by a he 
acllvllles or Lessee, Its officers. employees, and agents arising OUl of, lncldcnw lo, or oesuhlng rrom, the operal ions or or ror Lcssee on the lc&Scd premises 
hereunder, or thai may arise OUl o( or be ocu.sloned by Lcssce's breach of any ofthelerrns or provisions of this Agrccmcn~ or by any other ncgllgcnl or sUiclly liable 
act or omission of Lessee. Funhcr, Lessee hereby agrees to be liable for, cxoncralc, Indemnify, defend and hold harmless the Sllae ofTcxaJ and the owner of the soli, 
thei r officers, employees and agents, their successors or &Sslgns, against any and all claims, liabilities, losses, damages, &Cllons, personal Injury (Including death), 
costs and expenses, or other harm for which ~covcry o f damaccs Is sought under any theory Including lo~ contract or slrictllablllly, lncludln& anomeys' fees and 
other lcgalcxpenscs, Including those rclalcd lo envlronmcnllll hazasds, on the le&Scd premises or In any way related lo Lessee's failure lo comply with any and all 
cnvlronmcnlJIIIaws; lhosc arising from or In any way rclalcd 10 Lessee's oper11lons or any othcrofLesscc'J activllles on the leased premises; those arising from 
Lessee's u.sc of the surfecc o ft.hc leased premises; end lhosc lhat may aJlsc out of or be OCCIUioncd by Lessee's breach or any or the tenus or provisions or this 
Agrccnoenl or ony otlrcr acl or omisSion of Lessee, Its dlrcclors, omccrs, employees, parancrs, agents, conuactors, subconlrltlors. guests, lnvllccs, and their rcspcclivc 
successors and assigns. Each assignee of this Agrccmcn~ or an lnlcresl therein, agrees 10 be liable for, cxoncralc,lndcmnify, defend and hold harmless lloo Slalc or 
TcxaJ and tho owner oflhe soli, their omeers, employees, and agents In the ume mNtncr rrovidcd • bovc In connccalon with Ute ltllvlilcs of Lessee, Its officers, 
employees, and agenls 1J described above. EXCEI'T AS OTIIEitWISE EXPRESSLY LIMITEI> II EREIN, ALL OF TilE I I>F:MNITV ODLIGA110NS 
ANO\Oit LIARILITI ES ASSUI\IEO UNOER TilE TERMS OF11 11S AGREEMENT S IIALL Of: W I niOlJT LIMITS ANO WITIIOlJT REGARIJ 10 
TilE CAUSE OR CAUSES TIIEREOf' (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR T ilE NEG LIGENCE OF ANY PARTY 
OR PARTIES ( INCLUOING TilE NEGLIGENCE OF TilE INDEI\I I FI EO PARTY), WIIETIIER SUCII EGUGENCE BE SOLE. JOINT, 
CONCURRE f, ACfiVE, Olt PASSIVE. 
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copy of 

Original filed in 
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)6. ENVIRONMENTAL HAZARDS. Lessee shall usc the highest degree o f care and all reasonable safeguards to prevent contamination or pollut ion of 
any environmental medium, Including soli, surface waters, aroundwater, sedimenlS, and surface or subsurface strata.. ambient olr or any other environmental medium 
on, on, or under, the leased premises, by any waste, pollutant. or contaminant Lessee shall not brina or permit to remain on the leased premises any asbes tos 
containing materials, explosives, toxic materials, or substances regulated u hiiZltdous wastes, hazordous materials, hazardous substances (as the term "Hazordous 
Substance" Is deOned In the Comprehensive Environmental Response, Compensotlon and Liability Act (CERCLA), ~2 U.S .C. Sections 9601, cl seq.), or toxic 
substances under any federal, stale, or local low or reaulatlon ("HIIZltdous Materials"), except ordinary produclS commonly used In connection with oil and au 
exploration and development operations and stored In the usual manner and quantit ies. LESSEE'S VIOLATION OF rnE FOREGOING PROHIBITION 
SIIALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE s•IALL INDEMNIFV, IIOLD HARMLESS AND 
DEFEND THE STATE OF TEXAS AND TilE OWNER OF TiiE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, J UDGMENTS, PENALTIES, 
LIABILITI ES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARIS ING OUT OF ( I) A 
VIOLATION OF TilE FOREGOING PROHIBITION OR (II) TilE PRESENCE, RELEASE, O R DISPOSAL O F ANY HAZARDOUS MATERIALS ON, 
UNDER, OR ABOUT TilE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR COI'n'ROL OF TilE LEASED PREMISES. LESSEE SIIALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMif'IATION AND DAMAGE CAUSED BY TilE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOlTTTIIE I..EASED PREMISES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PREMISES IN CONFORMANCE Wml T ilE REQUIREMENTS OF APPLICABLE LAW. TillS 
INDEMNIFICATION AND ASSUMPTION SIIALL APPLY, BlTT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTIIER 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 BREACII OF TillS PARAGRAPH, UPON 
LEARNING OF TilE PRESENCE OF ANY IIAZ.ARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WIIICII MAY AFFECT TI IE LEASED PREMISES. TilE OBLIGATIONS OF LESSEE 
IIEREUNDER SIIALL SURVIVE TilE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF TillS AGREEMENT. 

37. APPLICABLE LAW. This I cue Is Issued under the provisions o fTcxos Natural Resources Code 52. 171 throuah 52. 190, commonly known os the 
Relinquishment Act. and other opplleoble statutes and orncndmcnu thereto, and If any provision In this lease docs not conform to these statutes, the sta!Uies will 
prc.v•ll over any nonconformlnslc:asc proo;lslons. 

38. EXEClJTlON. This oil and gas lease must be signed and acknowledged by the Lessee before It is filed of record In the county records and In the 
General Land Office of the Stale ofTcxu . Once the filing rcqul remcnlS found In Poragraph 39 of this lease have been sotlslicd, the ciTectlvo date of this lease shall 
be the dote found on Page I . 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be lilcd of record In the office of the County 
Clerk In any county In which all or any pan of the leased premises Is located, and cer110cd copies thereof must be filed in the General Land Office . This lease Is not 
ciTcctlvc unt il • ccr110cd copy o f this lease (which Is made and ccn lncd by the County Clerk from his records) Is nlcd In the General Land Office In accordance with 
Texas Natural Resources Code 52.183, Additionally, this lease shall not be blndlna upon the St.ote unless II recites the actual and ltue consideration paid or promised 
for execution of this lease. The bonus due the Stale and the prescribed f111ng fcc shall occompany such ccr1lf1cd copy to the General Land Office. 

TITLE: __ -=-~c-::-:r------­

DATE:, __ .S. ...... /{--=---CJJ"""-- ----

STATE OF TEXAS 

BY :,__,....,.-,.--,----,,..--,,.-:-~=-----­
Indlvlduolly and as agent for the State o fTexas 

Dote: ___ ___ ___ _ ______ _ 

STATE OF TEXAS 

BY:__,....,._,- ....,----:--...,--:----=-- ---­
Indlvlduolly and as agent for the State ofTcxu 

Dote: ________________ _ 

,~......_ .. , .. t t 0 :":~1 

I Z'" '' l ~~I ' ::~~~m~ m~td~ 
Individually and u agent for the Stale of Texas 

Lillie Mae McAdams, Individually 
and Independent Executrix of the 
Estate of Victor J . McAdams, dec'd. 
Date : 5 - ! ( - 9~ 

True and Correct 
copy of 

Original fi led in 
Reeves County 

Clerks Office 
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STATE OF ______________________ _ (CORPORATION ACKNOWLEDGMENT). 

COUNTY OF __________________ __ 

BEFORE ME. lhe undcrsl&ncd aulhoriry, on lhls day personally oppearcd __________________________________________ _ 

known to me to be lhe person whose name is subsctibed to lhe for<&oln& lnslrumen~ "-------------------------------------of 

-:--:----------:---:-:--:---:---:------,,..,--,------:----:----:--:------:--:--:--:-.,.,--'and acknowledged to me lhat he executed lhc same 
for lhe purposes and consideration lheroln expressed, In lhc eapaclly sUited. and as lhe act and deed of said corporal ion. 

Given under my hand and seal of office lhls lhe _______ day of ____________________ -' 19 __ • 

Nowy Public In and for --------------------

STATE OF~------------------- (CORPORATION ACKNOWLEDGMEN1) 

COUNTY OF ____________ _ 

BEFORE ME,lhc unders igned aulhorlly, on lhls day personally oppeared, ___________________________________________ _ 

known to me to be !he person whose name Is subscribed 10 lhc forcsoln& lnslnlmcn~ "-------------------------------------·Of 

-:--:---------,---:-:--:---:---:-------:,..,--.-----:----:----:--:------:--:--:--:-.,.,--'and acknowledged to me lhat he executed lhc same 
for lhe purposes and consideration !herein expressed, In lhc capoclry siJIIed, and as lhc act and deed ~f said corporation. 

Given under my hand and seal of office lhb lhc _______ day of ____________________ -' 19 __ • 

Nowy Public in and for __________ __ 

STATE OF _ __:T_::E:.,:,:X,_,_A,S'-------- {TNDIVIDUAL ACKNOWLEDGMEN1) 

COUNTYOF SHERMAN 

Before me,lhe undersigned aulhoriry, on !his day personally appeared ____ -"L"'i'"'l"'l"'l'". e,._Ma'-="'e'-'-M,cAdams===J..'--=in;:.:,....:th=e:...,;ca=.c:pa=C:.::i:.::t:;:i:,;e:::S::.. 
therein stated 

known to me to be lhe persons whose names are subscribed to lhe foregoing lnslnlment. and acknowledged to me lhat lhcy executed the same for the purposes and 
consideration lhercin expressed. 

Given under my hand and seal o f office lhis lhc ____ ... /,~,./_ti_;_ ____ , 

STATEOF _____ TEXAS~~L--------- (INDIVIDUAL ACKNOWLEDGMEN1) 

COUNTY OF ____ ....:.:MID==LAND:.=.:;~-------

Before mc, lhe undersigned aulhorlly, on lhls day personally oppearcd, ____ _,C ... l..,a"'y~->J...,o .... hn.....,.,.SQ,..,n.__ ________________________ _ 

known to me to be lhe persons whose names arc subscribed to lhc foregoing lnslnlmen~ and acknowledged to me lhat lhcy executed lhe same for lhc purposes and 
consideration !heroin expressed. .fA_ 

Given under my hand and seal of office lhls lhe. ___ ... /_fJ::..., _____ day of '!22~·--::...::98_ 
Nowy Public In and for f ~ 

~2 1 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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EX III OIT "A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
MAY 4, 1998, BY AND BElWEEN LILLIE MAE MCADAMS, INDY. & IND. EXEC. OF THE 
ESTATE OF VICTOR J. MCADAMS. DEC'D., AS LESSOR. AND CLAY JOHNSON. AS LESSEE, 
AND COVERING SECTION 5, S&E NW/4 NW/4. S/2 NE/4. BLOCK 511. PSL SURVEY, REEVES 
COUNTY, TEXAS 

If, at the expiration of the primary tcnn 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 tcnn hereof. Lessee agrees to commence a continuous drilling 
program on said lands, or on lands pooled therewith, withrn I KO da~s aOer the end of the primal') term 
hereof or within I RO days a Ocr the completion of drilling operations be111g conducted on said land. or lands 
pooled therewith, at the end of the primary term hereof, whrchevcr is the later date, and thereaOer c.1rl')' on 
the continuous drill ing program until all proration units have been drilled, allowing not more than I RO days 
to elapse between the completion of one well and the commer1ccmcnt of the next succeeding well Should 
Lessee fail to commence the continuous drillmg progmm or suhsequenrl~ default rn the performance 
thereof, then 111 ell her event, this lease shall terminate as to all lands covered hcrcb~. save and except for the 
proratron units surrounding each well then producing. c.1pable of producmg or upon which operations arc 
being conducted The term "proration unrt" as used rn thr$ p:ll :-~graph mc.1ns any acrcngc designnted as a 
dnllmg unit or production unit in accordance \\'lth the rules or the R:-ulruncl ComnHSSIOil or the State or 
Texas. Further, the term "commencement" shall mc.'ln that porlll 111 !line when the pcrtment well is spudded 
and the term "completion" shall mean the date upon 1\'hich the initial potential test report is fi led with the 
Railroad Coonmission of the State of Texas, if a productive well , or the date of filing the plugging report 
with the commission, if a dry hole. Notwithstnnding the tcnnination of this lc.'lsc as to a portion of the 
lnnds covered hereby, Lessee shall nevertheless continue to hnvc the right of ingress to :~nd egress from said 
land still subject to this lease for purposes described 111 paragraph I hereof. together 1\tth easements and 
rights of way for roads, pipelines and other facrlitic$ on. O\rr and acr os~ all of the lands still subject to this 
lc.1se and for the gathering or trans1>0rtation of oi l :md gns produced from the retained lands. The sole 
liability or penalty fo r the failure of Lessee to drill any \\'CII or \\'ells required or pcrnutlcd in this lease shall 
be the termination or partial tcnnination of Lessee's rights under the lease as provided :-rbovc 

In conducting such cont inuous drill ing program, Lessee shall be entitled to accumul:-rtc and later usc time, if 
any, saved between wells, beginning with the second well under thrs contmuous drilling program. If one 
well is commenced sooner than 180 days :~Ocr the completion of the last prcccdmg well. the portion of the 
prcscrrbcd 1110 Jay period not used mny be c.1rncd fom :-rrd and added to the pcrrod between subsequent 
wells 

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

The abovJ e and foregoong rs a full. true and correc~ photographJc copy of the 
ongona record now on my lawful custody and possessoon th 
file<V~orded the bl as e same 1s 
PAG pu oc records of my olloce, found &n VOL ciZ5l_ 

_, THRU ...S:~ Q2 
~·· .. •o, 

m"' E ~-.,. I herebycertofoed on _&,_- / L _ 9;1 
{t; ~~ \t,\ DIANNE 0. FLOREZ, COUNTY CLERK 
~'~/;; REEVES COUNTY, TEXAS 

~¥ av " . 

FILE NO. __ l_6_1_0_ 
~IIY MlOV!SIOI• H£11<111 Yo HICH RESIRirT~ Tf'E 5Jt£ 1\0ITA!., 
'J~ IJ~f of II :f ~~rrq•""- 'c~ 0~! ·;; ) <: .~' ··~ or C;,;.O!l 
r ·1 t\tt'~t '~ "l.t~lr. .r-n U\~t;:.c·,~~. t' , '~F . ,.,l .:: .. l 
tA• " • ... 

FILED FOR RECORD ON THE 9TH. DAY OF JUNE 
-...:::....:::.=..:..___ ---:.==. ____ A.D- 1998 AI 10 : 24 AH 

DULY ~CORDED ON THE lOTH. 

BY=& -* !w .~ tZm) 
DAY OF ___ JUNE.:.....;:,.:;_;, _____ .A -D. 1998 AT 2 : 00 PH 

DEPUTY 

' : \• 

\ . ' ' " 

DIANNE 0, FLOREZ , COUNTY CLERK 

REEVES COUNTY • TEXAS 

I J ·-
True and Correct 

copy of 
Original filed in 
Reeves County 

Clerks Office 
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ACQUISITI8~~~~m~~ER OF THE GENERAL LAND OFFICE 

• ~ARAGON#299: Lease Bonus • • • ••• 
•••• • • • • • • 
• 

• •••••• • • 
•• • • • • • •• 

•• . . 
• • •• 

Checking 

TITAN RESOURCES, L.P. 

Lease Bonus 

Payment in full of the 112 of lease bonus 
consideration due the State of Texas 
for Paid-up Oil and Gas Lease dated 05/04/98 
from the State of Texas by Agent, 
Edna Mary McAdams, a widow, Lessor, 
in favor of Clay Johnson. Lessee, 
covering Section 5, ave and Except the 
NW/4 NW/4, S/2 NE/4 of ection 5, 
Block 58, P L Survey, Reeves 
County, Texas. 

ACQU ISIT'e(:Mri\JitS*i~~ER OF Ti lE GENERAL LAND OFFICE 
PARAGON #299:Lease Bonus 

C'' 
.f, 

( .I 

(' 

T: ,_ 

('J 

U.i 
_ _J 

... 

r_ :- ) 
I co 

(T\ Lil 
Checking 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 05/04/98 
from the tate of Texas by Agent, 
Edna Mary McAdams, a widow. Lessor, 
in favor of Clay Johnson, Lessee, 
covering Section 5, Save and Except the 
NW/4 NW/4, S/2 NE/4 of Section 5, 
Block 58, PSL Survey, Reeves 
County. Texas. 

7/ 15/98 002032 
390. 10 

980585 ?3 
j/0 

X 390. 10 

7/15/98 
002032 

390. 10 

390. 10 
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TEX~S GENERAL LAND OFFICE 

GARRY MAURO 
COMMISSIONER MEMORANDUM 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director ofMineral Leasing 

Peter Boone, Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: 

County: 

Section: 

Clay Johnson 

REEVES 

5 Block: 58 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3116 

Consideration 

Recommended: · B/<11.98 
Not Recommended: ----
Comments: 

Lease Form 

Recommended: ~4!} tt l{ 1{~ 
Not Recommended: ----
Comments: 

Spencer Reid, Senior Deputy 

Recommended: ~ 
Not Recommended: ----

Bonus/Acre 

Rental/ Acre 

Date: 

DATE: 04-Aug-98 

trl- ;ooo19 

Base File#: 0 

Abstract: 5801 

$50.00 

$1.00 

Garry Mauro, Commissioner 

Approved: ~o.o4Mp...:--+----
------

Not Approved: ___ _ 



HAL REVIEW SHEET 

TMIISII:tbl # 2702 L. Collier 

LBsslr: McAdams, Edna Mary 5/4/98 ll 0 

LBsaa8: Clay Johnson 520.13 

liASE IISCRPT10N 

CUtty 
REEVES 

Base FIB No Part Soo. liD Twp Strvay 

REEVES 

REEVES 

TERMS OfHRED 

Prm'Y TII'Dt 

lknls/ An 

RsJt&l An 

Roy~: 

COMPARISONS 

PIE# 

js years 

[ 

13/16 

150077 

147739 

151884 

$50.00 

$1.00 

ALL I , 0 I 0 'I 

ALL 2 cro, o~ 
ALL ~0, ol 

5 

5 

5 

TERMS RECOMMEJGID 

Prmry T 11'111 

lknls/Ain 

R111ta/ Aa'8 

Roy~ 

58 00 PUBLIC SCHOOL LAND 

58 00 PUBLIC SCHOOL LAND 

58 00 PUBLIC SCHOOL LAND 

js years 

$50.00 

$1 .00 

13/16 

Cllmaltl: jPaid up rental. Continued from property inventory: Sec. 5 save & except NW/4 NW/4, S_I2_N_EI_4_. __ ___J 

Tuesday, August04, 1998 

Abst# 
5536 

5290 

5803 



. . . 

q, 



I TrrAN REsoURcES. L.P. 

December 2, 1998 

Mr. Drew Re id 
Texas General Land Office 
Stephen F. Austin Build ing 
1700 orrh Congress Avenue 
Austin. Texas 7870 I 

Re: Relinquishment Act Oi l and Gas Lease 
coveri ng land in Ree ves County, Texas 
Paragon Prospect 

Dear Mr. Reid: 

VIA FEDERAL EXPRESS 

W ith reference to the fol lowing described Oi l and Gas Lease co vering land in Reeves County, Texas. 
enc losed herewith please find the following: 

1. Certified copy of Paid-Up Oil and Gas Lease dated October 23, 1998 between the State o f 
Texas, acting by and through its agent Bil l Whiteacre, re feiTed to as owner of the so il, and 
C lay John son, Lessee, co vering a ll of Section 5 save & except the W/4 of the NW/4 & 
the S/2 of the E/4 , Block 58, PSL Survey, Reeves County, Texas. 

W ith regard to payment of the lease bonus consideration (1/2 due the State ofTexas) and required fil ing fee 
for the above lease, enclosed please fi nd our request for credit by letter dated September 22. 199 . accepted 
by the Texas General Land 0 ffice on September 30 . 1998. Per the tem1s of this agreement. \\ e \\mild II kc 
to apply the S 1.0-+0.26 lease bonus consitkration and the S25.00 lilmg ree to our outstand ing balance thereby 
lca\'Ing a S3.~-t7.36 credit ror l'uturc Items . 

l n addit ion to the above re fe renced lease and reques t for credi t by letter, enclosed is a copy of request for 
approva l of the lease by letter dated November I 0, 1998, accepted by the Texas General Land Office on 
November 13, 1998. As soon as the lease b·ansmitted herew ith has been approved and fi led, p lease advise 
this office of the assigned Mineral File umber. If additional information is req uired. please do not hesitate 
to contact the undersigned. Thank you for your continued cooperation and courtesy in this matter. 

WJB/dss 
Enclosures 

Very truly yours, 

500 W. Texas • Suite 500 o Midland, Texas 79701 o Fax: (915) 687-0 192 o Office: (9 15) 682-66 12 



... ~ 



Texas General 
Land Office 

David Dewhurst 
Commissioner 

Stephen F. Aust1n Build1ng 

1700 North 
Congress Avenue 

Aust1n, Texas 
78701 -1495 

512-463-5001 

August 11, 1999 

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

Re: RELINQUISHMENT ACT LEASE NO. M-100099 
Save and except NW/4, NW/4, S/2, NE/4 of Sec. 5, Blk. 58, PSL Sur. 
520.13 gross ac. 125.218 net ac. 
Reeves County 

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 00099. Please refer to this number in all future correspondence 
concerning the lease. 

Your remittance of $3,880.84, 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. 

3:~~ 
Drew Reid 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

DR:MS:mrg 



If 



ACQUISIT'@(j~Sf};jff~~NER OF THE GENERAL LAND OFFICE 1/19/'0 I 
.PARAGON if.299:GLO Filing Fee 

• ······ • 0 .... . . . . .... 
Cbecking 

•••• • • • 
•• 0 

Filing Fee 

Filing Fee due the State of Texas for Paid-Up Oil and Gas 
Lease dated December II , 2000, by and between the 
State of Texas by Agent, Catherine Olive McAdams Lammey. 
a married woman dealing in her sole and seperate property. 
Lessor, and Clay Johnson, Lessee, covering all of Section 5. 
Save and Except the NW/4 NW/4 and the S/2 NE/4. 
Block 58, Public School Land Survey, Reeves County, Texas. 

(This lease covers lands in the Mcilvain Prospect No. 681 
carved out of the Paragon Prospect.) 

/ 

PUAE~EtOURCES, L.P. 
AC<!Ulst1'~~1\JR~~~ER OF THE GENERAL LAND OFFICE . 1/19/'01 

PMAGON #299:GLO Filing Fee 
•••••• . 

Checking Fi ling Fee 

Filing Fee due the State or - cxas for Paid-Up Oil and Gas 
Lease dated December , 2000, by and between the 
State of Texas by A t, Catherine Olive McAdams Lammey, 
a married woman ealing in her sole and seperate property, 
Lessor. and Cl Johnson. Lessee. covering all of Section 5, 
Save and E ept the NW/4 NW/4 and the S/2 NE/4, 
Block 5 )ublic School Land Survey, Reeves County, Texas. 

(This lease covers lands in the Mcilvain Prospect No. 68 1 
carved out of the Paragon Prospect.) 

~84 

25.00 

005084 
25.00 

25.00 



run~ nt:.Yvunvt=.v1 L-.r. 

ACQUipiT~I(')NER OF THE GENERAL LAND OFFICE l/ 19f01 

PARAGON #299:Lease Bonus Payment in full of 1/2 lease bonus consideration due the 
State of Texas for execution of Paid-Up Oil and Gas Lease 
dated December I I, 2000, by and between the State of 
Texas by Agent Cat herine Olive McAdams Lammey, a 
married woman dealing in her sole and seperate propeny. 
Lessor, and Clay Johnson, Lessee, covering all of Section 
5, Save and Except the NW/4 NW/4 and the S/2 NE/4 . 
Block 58. Public School Land Survey, Reeves County, 
Texas. 

• •••••• .. . 
•••• • • ... ., 
••• 5 • • • •• • .. . 

• • • •• 
• 

• •••••• • • 

Checking 

PURE RESOURCES, L.P. 

(This lease covers lands in the Mcilvain Prospect No. 68 1 
carved out of the Paragon Prospect.) 

/ 

Lease Bonus Consideration 

ACQUISIT~I(j~ER OF THE GENERAL LAND OFFICE l!l9ro 1 

PARAGON #299:Lease Bonus Payment in fu ll of I lease bonus consideration due the 
tate of Texas ~ execution of Paid-Up Oil and Gas Lease 

dated Decen cr I I, 2000, by and between the tate of 
Texas by gent Catherine Olive McAdams Lammey, a 
marri woman dealing in her sole and seperate property, 
Le or, and Clay Johnson, Lessee, covering all of Section 

, ave and Except the NW/4 N W/4 and the S/2 NE/4. 
Block 58, Public School Land Survey, Reeves County, 
Texas. 

(This lease covers lands in the Mcilvain Prospect No. 68 1 
carved out of the Paragon Prospect.) 

Checking Lease Bonus Consideration 

005085 
'f-. 69.53 

69.53 

005085 
69.53 

69.53 



I VI IL.. I IL.>JVVnVL.o.J 1 '-• r , -

ACOU~Sii='edtSfi\JitS*f~~ER OF THE GENERAL LAND OFFICE 1119/'01 
PARAGON #299:GLO Filing Fee 

•••• • • .. ... 
PURE-RESOURCES, L.P. 

Filing Fcc 

Filing Fee due the State of Texas for Paid-Up Oil and Gas 
Lease dated November 16, 2000, by and between The 
State of Texas by Agent Cynthia Ann Warren Meeks. a widow, 
Lessor, and Clay Johnson, Lessee, covering a ll of Section 
5, save and except the NW/4 NW/4 and the S/2 NE/4. Block 
58, Public School Land Survey, Reeves County, Texas. 

(This lease covers lands in the Mcilvain Prospect No. 68 1 
carved out of the Paragon Prospect.) 

AC9~101l9~mt\!ffS:!ftl~~ER OF THE GENERAL LAND OFFICE 1/19/'0 1 
:fAI{AGON #299:GLO Filing Fee 

• • • •• 
• 

• •••••• . . 

Checking Filing Fee 

Filing Fee due the State Texas for Paid-Up Oil and Gas 
Lease dated November 6, 2000. by and between The 
State of Texas by Ag t Cynthia Ann Warren Meeks, a widow . 
Lessor, and Clay Jo son, Lessee, covering all of cction 
5, save and except e NW/4 NW/4 and the S/2 NE/4, Block 
58, Public School Land Survey, Reeves County. Texas. 

(This lease covers lands in the Mcilvain Prospect No. 681 
carved out of the Paragon Prospect.) 

005078 
~ 25.00 

25.00 

005078 
25.00 

25.00 



V runr=. nc..uuunvc.u, L .r . 

ACOUISI!I@.t:Ji\.ll'#i§~I~ER OF THE GENERAL LAND OFFICE 1/19/'0 I 
PARAGON #299:Least: Bonus 

• •••••• • • 
•••• • • •••• 

•••• • • • •• • 
•• • • • .. 
• 

Payment in fu ll of 1/2 lease bonus consideration due the 
State of Texas for execution of Paid-Up Oil and Gas Lease 
dated November 16, 2000, by and between Cynthia 
Ann Warren Meeks, a widow, Lessor, and Clay Johnson, 
Lessee, covering all of Section 5, Save and Except the 
NW/4 NW/4 and S/2 NE/4, Block 58, Public School 
Land Survey, Reeves County, Texas. 

(This lease covers lands in the Mcilvain Prospect No. 68 1 
carved out of the Paragon Prospect.) 

Lease Bonus Consideration 

PURE RESOURCES, L.P. 
ACQUISITIOOJ\.lklfi§!§1~ER OF THE GENERAL LAN D OFFICE 1/19/'0 1 

PARAGON #299:Lcase Bonus Payment in fu ll of 1/2 lease bonus onsideration due the 
State of Texas for execution of P id-Up Oil and Gas Lease 
dated November 16, 2000, by d between Cynthia 
Ann Warren Meeks, a wido , Lessor, and Clay Johnson, 
Lessee, covering all of Section 5, Save and Except the 
NW/4 NW/4 and S/2 NE/4, Block 58, Public School 
Land Survey, Reeves County, Texas. 

(This lease covers lands in the Mcilvain Prospect No. 68 1 
carved out of the Paragon Prospect.) 

_ ,1 ,... - . ~· 

Checking Lease Bonus Consideration 

005079 
253.63 J<-... 

253.63 

005079 
253.63 

253.63 



....... ·- . ·---...... ·---, ....... 
ACQUISITI@~Mfffi~~~~ER OF THE GENERAL LAND OFFICE 1/19/'0 1 

PARAGON #299:GLO Filing Fee 

•••• • • •••• 
PURE~ESOURCES, L.P. 

Filing Fee 

Filing Fee due the tate of Texas for Paid-Up Oil and Gas 
Lease dated December II . 2000, by and between The 
State ofTexas by Agent The Baptist Foundation of Oklahoma. 
Lessor, and Clay Johnson, Lessee, covering all of Section 
5, save and except the NW/4 NW/4 and the S/2 E/4. Block 
58, Public School Land Survey, Reeves County, Texas. 

(This lease covers lands in the Mcilvain Prospect No. 68 1 
carved out of the Paragon Prospect.) 

AC~~I"rJ@~Mt#i§~I~ER OF THE GENERAL LAND OFFICE 1/ 19/'0 1 •• • 
•• PARAGON #299:G LO Filing Fee 

t • l 
•• 

• 
. . ........ 

• • 

Checking Fi ling Fee 

Filing Fee due the Stat ofTexas for Paid-Up Oil and Gas 
Lease dated Decem r 1 1, 2000, by and between The 
State ofTexas b Agent The Baptist Foundation of Oklahoma, 
Lessor, and ay Johnson, Lessee, covering al l of Section 
5, save a except the NW/4 NW/4 and the S/2 NE/4, Block 

ic School Land Survey, Reeves County, Texas. 

fhis lease covers lands in the Mcilvain Prospect No. 68 1 
carved out of the Paragon Prospect.) 

25.00 

005076 
25.00 

25.00 



1/19/'0 1 

PARAGO #299:Lease Bonus Payment in full of 1/2 lease bonus consideration due 

• •••••• . . 
•••• • • 
· ~ ·· 
• 

•••• • • • .. . .. . 
• • • . ~ · 

• 
• .~ ..... 

• • 

Checking 

PUAERESOURCES, L~ 

the State of Texas for execution of Paid-Up Oil and Gas Lease 
dated December II , 2000, by and between the State of 
Texas by Agent The Baptist Foundation of Oklahoma Lessor. 
and Clay Johnson, Lessee. covering all of ection 5. 
save and except the W/4 W/4 and the 12 E/4, 
Block 58. Public School Land Survey. Reeves County. Texas. 

(This lease covers lands in the Mcilvain Prospect No. 68 1 
carved out of the Paragon Prospect.) 

Lease Bonus Consideration 

ACQUISITI@(jt\GKJR~t)NER OF T HE GENERAL LA D OFFICE 1/19/'0 1 
PARAGON #299:Lease Bonus Payment in full of I lease bonus consideration due 

Checking 

the State of Texas for execution of Paid-Up Oi l and Gas Lease 
dated December II , 2000, by and between the tate of 
Texas by Agent The Baptist Foundation of Oklahoma Lessor. 
and Clay Johnson. Lessee, covering all of ection 5, 
save and except the W/4 W/4 and the 12 E/4. 
Block 58, Public School Land Survey, Reeves County. Texas. 

(This lease covers lands in the Mcilvain Prospect No. 68 1 
carved out of the Paragon Prospect.) 

Lease Bonus Consideration 

005077 
~.225 .00 

2.225.00 

005077 
2.225.00 

2.225.00 



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

~ PURE 'C ,_, RESOURCES, L.P. 

January 19, 2001 VIA FEDERAL EXPRESS 

Mr. Drew Reid 
Texas General Land Office 
Stephen F. Austin Building 
1700 North Congress Avenue 
Austin, Texas 78701 

Re: Relinquishment Act Oil and Gas Lease dated December 11, 2000 by and 
between The State of Texas by Agent Catherine Olive McAdams Lammey, a 
married woman dealing in her sole and separate property, Lessor, and Clay 
Johnson, Lessee, covering all of Section 5, Save and Except the NW/4 NW/4 and 
S/2 NE/4, Block 58, Public School Land Survey, Reeves County, Texas. 
Prospect No. 299 (Mcilvain Prospect No. 681) 
Mineral File No. 100099 

Dear Mr. Reid: 

With reference to our previous conversations pertaining to the captioned Oil and Gas Lease, 
enclosed please find the following for your files and further handling: 

1. 

2. 

Certified copy of Oil and Gas Lease dated December 11, 2000,by and between 
the State of Texas, acting by and through its Agent, Catherine Olive McAdams 
Lammey, a married woman dealing in her sole and separate property, Lessor, 
and Clay Johnson, Lessee, covering the captioned lands in Reeves County, 
Texas, which has been duly filed under Clerk's File No. 133 to be recorded in 
the Official Public Records of Reeves County, Texas . 

Pure Resources, L.P. Check No. 5085 made payable to the order of 
Commissioner of the General Land Office of the State of Texas in the amount 
of $69.53, representing payment in full of lease bonus consideration (112 due the 
State of Texas) for the above mentioned Oil and Gas Lease. 

3. Pure Resources, L.P. Check No. 5084 made payable to the order of 
Commissioner of the General Land Office of the tate of Texas in the amount 
of $25.00, representing the required filing fee for handling this matter. 

500 West illinois !Aid/and, Texas 79 70 I office: 915.4 98.8600 web: www.pureresources. com 



• ······ • • .... 
• • .... 
.... 

• • • •• • .. . 
• • • . . . 
..... : 
• • 

Texas General Land Office 
Mr. Drew Reid 
Page -2 
January 19, 2001 

Approval of the terms and provisions in leases covering the captioned lands wa given on 
August 11, 1999, under Mineral File No. M-100099. 

Please acknowledge receipt of this letter and enclo ures by signing, dating and returning one 
(1) copy of this letter in the elf addressed and tamped envelope. If additional information 
is required, please do not hesitate to contact the undersigned. Thank you for your continued 
cooperation and courtesy in thi matter. 

/dw 
Enclosures 

Very truly yours, 

obe~1 

RECEIVED TillS DAY OF __ , 2001. 
TEXAS GENERAL LAND OFFICE 

BY ____________________ __ 

Drew Reid 



• •• •• • • • • . .. . 
• • ••• • 

• •• • • • • •• • 
•• • . . . 
• •• 
• 

• •• •• •• • • 

~ PURE 'C ;::; RESOURCES, l.P. 

January 19, 2001 VIA FEDERAL EXPRES 

Mr. Drew Reid 
Texas General Land Office 
Stephen F. Austin Building 
1700 North Congress Avenue 
Austin, Texas 78701 

Re: Relinquishment Act Oil and Ga Lea e dated November 16, 2000 by and between The 
State of Texas by Agent Cynthia Ann Warren Meeks, a widow, Lessor, and Clay 
Johnson, Lessee, covering all of ection 5, Save and Except the NW/4 NW/4 and S/2 
NE/4, Block 58, Public School Land Survey, Reeves County, Texas. 
Paragon Prospect No. 299 (Mcilvain Prospect No. 681) 
Mineral File No. 100099 

Dear Mr. Reid: 

With reference to our previous conversations pertaining to the captioned Oil and Gas Lease, 
enclosed please find the following for your files and further handling: 

1. 

2 . 

3. 

Certified copy of Oil and Gas Lease dated November 16, 2000,by and between 
the State of Texas, acting by and through its Agent, Cynthia Ann Warren 
Meeks, a widow, Lessor, and Clay J ohnson, Lessee, covering the captioned 
lands in Reeves County, Texas, which has been duly filed under Clerk's File No . 
136 to be recorded in the Official Public Records of Reeves County, Texas . 

Pure Resources, L.P. Check No. 5079 made payable to the order of 
Commissioner of the General Land Office of the State of Texas in the amount 
of $253.63, representing payment in full of lease bonus con ideration (112 due 
the State of Texas) for the above mentioned Oil and Gas Lease . 

Pure Resources, L.P. Check No. 5078 made payable to the order of 
Commissioner of the General Land Office of the State of Texa in the amount 
of $25.00, representing the required filing fee for handling thi matter. 

500 West Illinois /Aid/and, Texas 79 70 I office: 915.4 98.8600 web · www.pureresoUices.com 



• •• ••• • • • 
•••• • • •••• 
• 

•••• • • • •• • 
•• • • • • • • • 
• 

• •••••• • • 

Texas General Land Office 
Mr. Drew Reid 
Page-2 
January 19, 2001 

Approval of the terms and provisions in leases covering the captioned lands was given on 
August 11, 1999, under Mineral File No. M-100099. 

Please acknowledge receipt of this letter and enclosures by signing, dating and returning one 
(1) copy of this letter in the self add res ed and tamped envelope. If additional information 
is required, please do not hesitate to contact the undersigned. Thank you for your continued 
cooperation and courtesy in this matter. 

/dw 
Enclosures 

Vel")! tr~rs, 

~tRe7 «.~~b~~~ector 

RECEIVED TillS DAY OF __ , 2001. 
TEXAS GENERAL LAND OFFICE 

BY ________________________________________ ___ 
Drew Reid 



• •••••• • • 
• ••• • • •••• 
• 
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~ PURE r:: ~ RESOURCES, L.P. 

January 19, 2001 VIA FEDERAL EXPRES 

Mr. Drew Reid 
Texas General Land Office 
Stephen F. Austin Building 
1700 North Congress Avenue 
Austin, Texas 78701 

Re: Relinquishment Act Oil and Gas Lease da ted December 11, 2000 by and between The 
State of Texas by Agent The Baptist Foundation of Oklahoma, Lessor, and Clay 
Johnson, Lessee, covering all of Section 5, Save and Except the NW/4 NW/4 and S/2 
NE/4, Block 58, Public School Land Survey, Reeves County, Texas. 
Paragon Prospect No. 299 (Mcilvain Prospect No. 681) 
Mineral File No. 100099 

Dear Mr. Reid: 

With reference to our previous conversations pertaining to the captioned Oil and Gas Lease, 
enclosed please find the following for your files and further handling: 

1. 

2 . 

3. 

Certified copy of Oil and Gas Lease dated December 11, 2000,by and between 
the State of Texas, acting by and through its Agent, The Baptist Foundation, 
Lessor, and Clay Johnson, Lessee, covering the captioned lands in Reeves 
County, Texas, which has been duly filed under Clerk' File No. 137 to be 
recorded in the Official Public Records of Reeves County, Texas . 

Pure Resources, L.P. Check No. 5077 made payable to the order of 
Commissioner of the General Land Office of the State of Texas in the amount 
of $2,225.00, representing payment in full of lease bonus consideration (1/2 due 
the State of Texas) for the above mentioned Oil and Gas Lease . 

Pure Resources, L.P. Check No. 5076 made payable to the order of 
Commissioner of the General Land Office of the State of Texas in the amount 
of $25.00, representing the required filing fee for handling this matter. 

500 Westll/inois Midland, Texas 79 70 I office: 915.4 98.8600 web: www.pureresources.com 



Texas General Land Office 
Mr. Drew Reid 
Page-2 
January 19, 2001 

Approval of the terms and provision in leases covering the captioned lands was given on 
August 11, 1999, under Mineral File No. M-100099. 

Please acknowledge receipt of this letter and enclosures by signing, dating and returning one 
(1) copy of this letter in the self addressed and stamped envelope. If additional information 
is required, please do not hesitate to contact the undersigned. Thank you for your continued 
cooperation and courtesy in this matter. 

/dw 
Enclosures 

Very truly yours, 

·:···! RECEIVEDTIDS DAYOF __ ,2001. 
• •• • TEXAS GENERAL LAND OFFICE • • •••• 
• 

•••• • • • .. . .. . • • • • • • 
• 

• •••••• . . 

BY ____________________ _ 
Drew Reid 
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General Land Office 
Rclioquis hmnt Act Lease Form 
Revised, September 1997 

PAID- UP 

OlL AND GAS LEASE 

THlS AGREEMENT is made and entered into this 11 day of Dec • 
agent._---:T~h~e~ ..... B~a~p~t~i"!'s.....,t"":-:-F~o,u~n~d,.,.a.....,.t""i,o"-'n,_,__,.o,_,f:.......:O~k=l'-"'a~h7-'o~m""""'a.__ _ _ ________________ _ 

3800 North May of------------ -------..,..,...---

}(i'. 0 0 0 between the State of Texas, acting by and through its 

--------~o~k~l~a~h~a~m~a~~c_,~· Lt~y~. ~o~k_l~~~b~n~mu~1-~~7~3L1~1~2~--~~--~---------------------------------s~dagent 
(Give Pe1'1J:,a,'lent Addresil 

herein referred to as the owner of the soil (whether one or more), and ____ ....,c,.~.la,y=-:--:-J __ oo-;,h:-;-n...,sror-n __ ,_--...-,-.,.........,........,.,------------

-------------------------------------~270~3~W~~W~a~l~l~_S~u~i~t~e~8~0~0~-----------------of 
Midland . Texas 7 9701 

(Give Permanent Address) 
hereinafter called Lessee. 

I. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid. kept and performed by 
Lessee under this lease. the State of Texas acting by and through the owner of the soil. hereby grants. leases and lets unto Lessee, for the sole and only purpose of 
prospecting 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 s~d products of the lease. the following lands situated in Reeves County, State 
ofTexas. to-wit: 

All of Section 5, save and except t h e NW/4 NW/4 and the S/2 NE/4, 

Block 58, Public School Land Survey 

containing __ -=5c.:2=.0:::...,.'-1"-"'3'---acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State ofTexas: _ _,T""'w""o~-;;T;.:.h::...o;<-;<u..::s..::a::..:n;.:.d.:::...,.....:T:..w_o.::...._..;:.H::...u:...n---'-dc..:cr:...e=-d'---T-w_e'--n-'t_.,y'---f_i:...v_e;;;._;.:.a:...n_d:....__N....:o....:/:...._1 _0_0_-_-_-_-_-_-_ 
Dollars(S_ 2 , 225.00 ) 

Totheownerofthesoil: Two Thousand Two Hundred Twenty-five and No/ 1 00---- ­
Dollars (S __ 2..._,_, _..2....,2._.5.._._. ""0_,..0'--____.) 

Totalbonusconsideration: Four Thousand Four Hundred Fifty and No/1 00--- - - - --
Dollars (S __ ,._4 ..,., ""4.._5.wO .......... .... o ...... o._____.) 

The total bonus consideration p~d represents a bonus of 
______________ Dollars (S 

Seventy-seven and No/100-----------------

77 00 ) per acre. on XXXXX :l00Cil!CX9<: 57 . 7922 net acres . 

2. TERM. Subject to the other provisions in this lease. this lease shall be for a term of Three ( 3 ) years !Tom this date 
• -('u~~e~ called "primary term") and as long thereafter as oil and gas, or either of them. is produced in paying quantities from said land. 

• As us~d in this lease. the term "produced in paying quantities" means that the receipts from the sale or other authorized commercial use of the substance(s) covered 
• • e"x~!Qd out of pocket operational expenses for the six months last pasL 

*Se~·Exh'bit " A " attached fo~ Pd- U R~ntal Provision shown as 

• •c1rtc!r0 before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in 

·~e __ •------------------------------------------------------------~--------------------------~~ 
•11 or its successors (which shall continue as the depository regardless of c es in the ownership of 

• •sai~ l'b.nd), the amount speci fied below; in addition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL FlCE OF THE STATE OF 
'fEXAS, AT AUSTIN, TEXAS. a like sum on or before said date. Payments under this paragraph shall operate as a rental 

•• lf~.c:mmencement of a well for one ( I) year from said date. Payments under this paragraph shall be in the follow· 
• • 

To the owner of the soii : ______________________________ --:::::,......,::.....---:------------------------------------
Dollars (S _____________ -=.,....c::: _ _ _ ___,J 

To theStateofTexas=--------------------~~~--------------~-----------------------------------­
Dollars (S·-----------:7""'=--------- ..J 

TotalRentai =----------------~~~--------------------------------------------------------------
Dollars (S _______ -:::,......::::..... ________________________ ___J 

In a like manner and upon like paymen nders annually, the commencement of a well may be funher deferred for successive periods of one ( I) year each during 
the primary term. All payments nders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any assignee of this lease, and may be 
delivered on or before tal paying date. If the bank designated in this paragraph (or its successor bank) should cease to exist, suspend business, liquidate, fail or 
be succeeded b er bank, or for any reason f~l or refuse to accept rental. Lessee shall not be held in default for failure to make such payments or tenders of 

trty (30) days after the owner of the soil shall deliver to Lessee a proper recordable insuurnent naming another bank as agent to receive such payments 
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4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (112) of the royalty 
provided for in this lease to the Commissioner of the General Land Office of the State ofTexas. at Austin, Texas, and one·half ( l/2) of such royalty to the owner of 
the soil: 

(A) OlL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid fonn at the mouth of the welt and also as all 
condensate. distill ate, and other liqu id hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be 

1 / 5 t b part of the gross production or the market value thereof. at the option of the owner of the soil or the Commissioner of the 
General Land Office, such value to be detennined by t) the highest postc:d price, plus premium, ii any, offeree or paia ior oil, condensaa:, distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest marlcet price thereof offered or paid in the 
general area where produced and when run, or 3) the gross proceeds of the sale thereof; whichever is the greater. Lessee agrees that before any gas produced from the 
teased premises is sold, used or processed in a plant, it wilt be run free of cost to the royalty owners through an adequate oil and gas separator of conventional type, or 
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such meartS wilt be recovered. The requirement that such gas be run · 
through a separator or other equipment may be waived in writing by the royalty owners upon such tenns and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including Oared gas), which is defined as all hydrocarbons and gaseous substances not defined 
as oil in subparagraph (A) above, produced from any welt on said land (except as provided herein with respect to gas processed in a plant for the extraction of 
gasoline, liquid hydrocarbons or other products) shall be 1 /5 t b part of the gross production or the marlcet value thereof, at the option of the 
owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest marlcet price paid or offered for gas of comparable quality in 
the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base 
in measuring the gas under this tease shall not at any time exceed 14.65 pounds per square inch absolute. and the standard base temperarure shall be sixty (60) 
degrees Fahrenheit. correction to be made for pressure according to Boyle's Law, and fo r specific gravity according to tests made by the Balance Method or by the 
most approved method of testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be 1 / 5th part of the residue gas and the liquid hydrocarbons extracted or the marlcet value thereof. at the option of the 
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the 
total plant production ofliquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed 
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest. then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at ann's length (or if there is no such third 
party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas 
and an liquid hydrocarbons shall be detennined by I) the highest marlcet price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the 
general area. or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons). 
whichever is the greater. In no event. however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not 
been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactu red from g_as (excepting liquid hydrocarbons) 
whether said gas be "casinghead,· "dry," or any other gas, by fractionating, burning or any other processing shall be 1 /5th part of the 
gross production of such products. or the marlcet value thereof. at the option of the owner of the soil or the Commissioner of the General Land Office, such market 
value to be detennined as follows: I) on the basis of the highest market price of each product for the same month in which such product is produced. or 2) on the 
basis of the average gross sale price of each product for the same month in which such products are produced: whichever is the greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production. the royalties 
paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and payable on or 
before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the 
preceding year. If Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of this paragraph, the delay rental amount shall be one 
dollar (S 1.0~) per acre. 

•••••• 
• t_ ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissioner 

of!!¥ ·~c:"n~ial Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease. require that the payment of any royalties 
accru~n~ '\~such royalty owner under this lease be made in kind. The owner of the soil's or the Comm1ssioner of the General Land Office's right to take its royalty in 
kind shlll not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or implied. 
und~01~e. .. . 

. • •" l NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of 
prod~in~ ~athering, storing, separating, treating, dehydrating, compressing, processing, transponing, and otherwise male in~ the oil, gas and other products 
hereun!ler ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements for severance taxes and 
pro~u.c~~~ :eta ted costs. . . 

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

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at Austin, 
Texas, in the fo llowing manner: 

Payment of royalty on production o f oil and gas shall be as provided in the rules set fonh in the Texas Register. Rules currently provide that royalty on oil is due 
and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and 
must be received in the General Land Office on or before the 15th day of the second month succeeding the month of produ_stipo al=ffirpP,anied by the affidavit of the 
owner, manager or other authorized agent, completed in the fonn and manner prescribed by the Gs.reral Land ~ffilean"mhbM.Qrth'i?~bss amount and disposition of 
all oil and gas produced and the market value of the oil and gas. together with a copy of all do;?m~en. cords or rep~~~ing.the gross production. disposition 
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and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines. tanks, 
or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and 
market value. In all cases the authoriry of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalry payment shall be 
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalry being 
paid on each lease. If Lessee pays his royalry on or before thirty (30) days after the royalry payment was due, then Lessee owes a penalry of 5% on the royalry or 
S25.00, whichever is greater. A royalry payment which is over thirty (30) days late shall accrue a penalry of 10% of the royalry due or 525.00 whichever is greater. 
In addition to a penalry, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalry is sixry (60) days overdue. 
Affidavits and supponing documents which are not filed when due shall incur a penalry in an amount set by the General Land Office administrative rule which is 
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibiliry for paying or causing royalties to be paid as 
prescribed by the due date provided herein. Payment of the delinquency penalry shall in no way operate to prohibit the State's right of forfeiture as provided by taw 
nor act to post:pone the date on which royalties were originally due. The above penalry provisions shall not apply in cases of title dispute as to the State's portion of 
the royalry or to that portion of the royalry in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with 
its best 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 gas is sold or processed and all subsequent agrcemerns and amendments to such contracts within thirty (30) days after entering into or making such contracts, 
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless 
otherwise authorized by Lessee. All other contracts and records penaining to the production, transportation, sale and marketing of the oil and gas produced on said 
premises, including the books and accounts, receipts and discharges of all wells. tanks, pools, meters, and pipelines shal l at all times be subject to inspection and 
examination by the Commissioner of the General Land Office, the Anomey General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Wrinen notice of all operations on this lease shall be submined to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-<ntry, temporary abandonment or plug and abandonment of any well or wells. Such 
wrinen notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests. completion reports and 
plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or 
other filings that reference this lease or any specific well on the leased premises and that are submined to the Texas Railroad Commission or any other governmental 
agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of 
identifying wells, tank baneries or other associated improvements to the land must also include the word "State." Lessee shall supply the General Land Office with 
any records, memoranda, accounts, reports. cunings and cores, or other information 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 radioactiviry survey made on the 
bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of 
the log of each survey on each well to the General Land Office within fifteen (15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalry whenever reports, documents or other materials are not filed in the General Land Office when 
due. The penalry for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in the General 
Land Office. 

I I. DRY HOLEJCESSA TION OF PRODUCTION DURING PRIMARY TERM. If. during the primary term hereof and prior to discovery and production 
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or 
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixry (60) days from 
date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon. or pays or tenders the next 
annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixry (60) days prior thereto. a dry hot~ be 
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without funher operations 
until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this 
lease by conducting additional dri lling or reworking operations pursuant to Paragraph 13. using the expiration of the primary term as the date of cessation of 
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
primary term hereof. Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the 
Ql(.tlira~ of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such paymenL this lease shall ipso facto 
te~inat!. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in 
~Mt'tl~e with the shut-in provisions hereof. .... 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TER.'vl. If. at the expiration of the primary term. neither oil nor gas is being 
ij~~~~ on said land. but Lessee is then engaged in drilling or reworking operations thereon. this lease shall remain in force so long as operations on said well or for 
drflting er reworking of any additional well are prosecuted in good faith and in workmanlike manner without interruptions totaling more than sixry (60) days during 
~nefuch operation. and if they result in the production of oil and/or gas. so long thereafter as oil and/or gas is produced in paying quantities from said land. or 
p<JY.;c:.tt of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease . 

• 
• 13. CESSATION, DRILLING. AND REWORKING. If. after the expiration of the primary term, production of oil or gas from the leased premises, a.'ter 

oia·o~ned, should cease from any cause. this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixry (60) days 
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in workmanlike manner without 
interruptions totaling more than sixry (60) days. If such drilling or reworking operations result in the production of oil or gas. the lease shall remain in full force and 
effect fo r so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not 
terminate if the Lessee commences additional drilling or reworking operations within sixry (60) days after the completion of the well as a dry hole, and this lease 
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions total ing more 
than sixry (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" me arts any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. If. at any time after the expiration of the primary tenn of a lease that until being shut in, was being maintained in 
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable 
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalry an amount equal to double the annual rental provided in the 
lease, but not less than 51.200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease does not specify a delay rental 
amount, then for the purposes of this paragraph. the delay rental amount shall be one dollar (Sl.OO) per acre. To be effecu ~(¢~!B(Iltl)l@u:tfiEWor gas royalry 
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must be paid on or before: (I) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days 
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest Such payment shall be made one-half (In) 
to the Commisstoner of the General Land Office and one-half ( In) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be 
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month 
fo llowing the month in which production ceased. and. after that, if no suitable production facil ities or suitable market for the oil or gas exists, Lessee may extend the 
lease fo r four more successive periods of one ( I ) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect bv pavment of thr: <hut-in oil r>r e?< '" Y:J.lty, o il or gas- is sold and 
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any 
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective 
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory 
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing 
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half ( ln) to the Commissioner of the 
General Land Office and one-half( ln ) to the owner of the soil, beginning on or befo re the last day of the month following the month in which the oil or gas is 
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand ( 1,000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
difference within thirty (30) days from the end o f the 12-month period. Compensatory royalty payments wh ich are not timely paid will accrue penalty and interest in 
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset 
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the 
payment of compensatory royalties can satisfY the obligation to drill offset wells. 

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expira.tion date of the primary or extended term it shall then terminate 
as to all of the leased premises, EXCEPT (I) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well 
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in 
continuous drill ing or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas NatUral Resources Code 52.1 S 1-
52. 153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit fo r each such producing well under the rules 
and regulations of the Railroad Commission ofTexas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the e ffective 
date of the partial termination provisions hereof, the appl icable field rules are changed or the well or wells located thereon are reclassified so that less acreage is 
thereafter allocated to said well or wells fo r production purposes. this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for 
production purposes. Notwithstanding the termination of this lease as to a pon ion of lhe lands covered hereby, Lessee shall nevertheless continue to have the right of 
ingress to and egress from the lands still subject to this lease fo r all purposes described in Paragraph 1 hereof, together wtth easements and rights-of-way for existing 
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph I hereof ("the retained lands"), for access to and from the 
retained lands and for the gathering or transponation of oil, gas and other minerals produced from the retained lands. 

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall fu rther 
terminate as to al l depths below I 00 feet below the total depth drilled (h,ereinafter "deeper depths") in each well located on acreage retained in Paragraph 16 (A) 
above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half ( In) of the bonus originally paid as 
consideration for this lease (as specified on page I hereof). If such amount is paid, this lease shal l be in force and effect as to such deeper depths, and said 
termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths 
covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with 
the well located in the center thereof. or such other shape as may be approved by the Commtssioner of the General Land Office. Within thirty (30) days after partial 
term inauon ~f th is lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or 
dep~tM~ined hereunder. The recorded release, or a cen ified copy of same, shall be filed in the General Land Office, accompanied by the fili ng fee prescribed 
by the.~~;ral Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90) 
days~Jl:er bding requested to do so by the General Land Office. then the Commissioner at his sole discretion may designate by written inslnlment the acreage and/or 
depths t~ ·~ released hereunder and record such ins1rument at Lessee's expense in the county or counties where the lease is located and in the official records of the 
Generat Land Office and such designation shall be binding upon Lessee for all purposes . •••• • • • 

•• ,.,_ OFFSET WELLS. Neither the bonus. delay rentals. nor royalties paid. or to be paid. under this lease shall relieve Lessee of his obligation to protect 
the air aNI iJ.s under the above-<lescribed land from being drained. Lessee, sublessee, receiver or other agent in control of the leased premises shall drill as many 
wells ~ the t acts may justifY and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
additiotf. if o il and/or gas should be produced in commercial quanti ties within 1,000 feet of the leased premises, or in any case where the leased premises is being 
drai~Relfoduction of o il or gas, the Lessee. sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drill ing of a well or 
wells ftpon ~e leased premises wilhin I 00 days after the draining well or wells or the well or wells completed within I ,000 feet of the leased premises start producir.g 
in commercial quantities and shal l prosecute such drilling with diligence. Failure to satisfY the starutory offset obligation may subj ect this lease and the owner of the 
soil's agency rights to forfei rure. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under appl icable starutory parameters satisfY the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If. after a good faith effort, Lessee is prevented from complying with any express or implied covenant o f this lease, from 
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God_ or 
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenan[ shall be suspended and Lessee 
shall no[ be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the 
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of o il 
or gas. 
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. Lfthe owner of the soil defaults in 
payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mongage. w:es or other liens 
on the leased premises. If Lessee makes payments on behal f of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the 
rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION C LAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
described l_!IJ1d, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid to him 
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the 
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of 
the General Land Office. Lessee or his authorized representative must submit to the Commissioner of the General Land Office a wrinen statement which explains the 
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land 
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production · 
cost allocable to such undivided interest. However. in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production 
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.151-52.154. or 
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein. 
payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released. surrendered, or otherwise severed, so that 
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the 
boundaries of a pooled unit. or. if after the expiration of the primary term. the number of acres actually retained and covered by this lease. 

21. USE O F WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water from wells or 
tanks of the owner of the soil ; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for waterflood operations 
without the prior consent of the owner of the soil. 

22. AlJiliORlZED DAl'v!.AGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property, improvements, 
livestock and crops on said land. 

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

24. WELL LOCATION LJl\I{IT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without the 
wrinen consent of the owner of the soil. 

25 . POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent 
spillage, seepage or ground water contamination. In the event of pollution. Lessee shall use all mearts at its disposal to recapture all escaped hydrocarbons or other 
pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits 
and tank baneries 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 
slush pits and cellars and completely c lean up the drilling site of all rubbish thereon. Lessee shall. while conducting operations on the leased premises. keep said 
premises free of all rubbish, cans, bonles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its onginal 
condition 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 and remove casing, within one hundred twenty ( 120) days after the expiration or the termination of this 
lease unless the owner of the soil grants Lessee an extension of this 120-day period. However. Lessee may not remove casing from any well capable of producing oil 
and sas if! paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days wrinen notice to the Commissioner of the General 
L-.:.o t>•flce and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee 
urwitrotae terms of this paragraph. 
• • .... 

• 27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and est.ates of either party to this 
le~; ~y be assigned, in whole or in part. and the provisions of this lease shall extend to and be binding upon their heirs. devisees. legal representatives, successors 
dl~ ~i~s. However, a change or division in ownership of the land, rentals, or royalties will not ertlarge the obligations of Lessee, dimimsh the rights, privileges 
an~ ; sta'fs of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
dl'\isitg2n ownership of the land. rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
repri sentatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a 
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest 
asr&~ relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and fai lure by one or more of them to pay his share of 
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not fil e a 
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for fai lure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities. and penalties owed to the State by the original lessee or any 
prior assignee of the lease, including any liabilities to the State for unpaid royalt ies. 

(B) ASSIGNMENT Lil\I{JT A TION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in part by 
assignment without the prior wrinen approval of the Commissioner of the General Land Office. this lease is void as of the time of assignment and the agency power 
of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the assignee is: 

(I) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; 
(S) a partner or employee in a partnership which is the owner of the soil; True and Correct 
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Original filed in 
Reeves Cou!"\ty 

Clerks OHice 



' . , 
(6) a fiduciary for the owner of the soil ; including but not limited to a guardian, trustee, executor, administrator, receiver. or conservator for the ~(., 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soi l by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the owner of the soil 
and place of record a release or releases covering any ponion or ponions of the leased premises. and thereby surrender this lease as to such portion or ponions. and be 
relieved of all subsequent obligations as to acreage surrendered. If any pan of this lease is properly surrendered, the delay rental due under this lease shall be reduced 
by the proponion that the surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however. such release will 
not relieve Lessee of any liabil ities which may have accrued under this lease prior to the surrender of suer. acreag:. 

29. FILING OF ASSIGNMENTS AND RELEASES. !fall or any pan of this lease is assigned or released. such assignment or release must be recorded in 
the county where the land is situated, and the recorded instrument. or a copy of the recorded instrument cenified by the Counry Clerk of the counry in which the 
instrument is recorded. must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fee. If any such 
assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office. 

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

31. FIDUCIARY DtJil'. The owner of the soil owes the State a fiduciary duty and must fully disclose any factS affecting the State's interest in the leased 
premises. When the interests of the owner of the soil conflict with those of the State. the owner of the soil is obl igated to put the State's interests before his personal 
interests. 

32. FORFEITURE. If Lessee shal l fail or refuse to make the payment of any sum within thiny days after it becomes due, or if Lessee or an authorized 
agent should knowingly make any false return or false repon concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail to file repons in the manner 
required by law or fail to comply with rules and regulations promulgated by the General Land Office. the School Land Board, or the Railroad Commission. or if 
Lessee should refuse the proper authority access to the records penaining to operations. or if Lessee or an authorized agent should knowingly fail or refuse to give 
correct information to the proper authority. or knowingly fail or refuse to furnish the General Land Office a correct log of any well. or if Lessee shall knowingly 
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights 
acquired under this lease shall be subject to forfe iture by the Commissioner, and he shall forfei t same when sufficiently informed of the facts which authorize a 
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as 
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this 
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future 
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LI EN. In accordance with Texas Natural Resources Code 52.136. the State shall have a first lien upon all o il and gas produced from the area covered 
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease. Lessee grants the 
State. in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security 
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
proceeds are held by Lessee or by a third pany, and all fixtures on and improvements to the leased premises used in connection with the production or processing of 
such leased minerals in order to secure the payment of all royalties or othe~ amounts due or to become due under this lease and to secure payment of any damages or 
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be 
foreclosed with or without coun proceedings in the manner provided in the Title I. Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge. anach or perfect this lien. Lessee hereby 
represents that there arc no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of 
this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein . 

• 
•! • • • ~4. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold 

or miN.» interest for the exploration. development and production of oil or gas or either of them upon the same terms as shal l be approved by the School Land 
Bolr-41 .. 4 ~e Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources 
Code .S2. 1 5 1-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural 
ResQil~~ Code 52. 152. 

• • • •• • • • J5. INDEMNlTY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil. their officers. employees, panners. agents, 
corftqcftl~ subcontractors. guests, invitees. and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other 
harm, including environmental harm, for which recovery of damages is sought. including, but not limited to, all losses and expenses which arc caused by the 
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises 
hert!lndtl', ~r that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable 
acto~ omisSion of Lessee. Further, Lessee hereby agrees to be liable for. exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, 
their officers, employees and agents, their successors or assigns. against any and all claims, liabilities, losses, damages, actions, personal injury (including death), 
costs and expenses. or other harm for which recovery of damages is sought, under any theory including ton. contract. or strict liability, including anomeys' fees and 
o ther legal expenses, including 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 of Lessee's activities on the leased premises; those arising from 
Lessee's use of the surface of the leased premises: and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement or any other act or om is~ ion of Lessee, its directors. officers, employees, panners, agents, contractors, subcontractors, guests, invitees, and their respective 
successors and assigns. Each assignee of this Agreement. or an interest therein. agrees to be liable for. exonerate, indemnify, defend and hold harmless the State of 
Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers, 
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN. ALL OF THE Jlii"DE!'t'INITY OBLIGATIONS 
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF TH IS AGREEMENT SHALL BE WITHOUT LIMITS A.."'D WITHOUT REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRJCf LlABfLITY, OR THE NEG LIGE CE OF ANY PARTY 
OR PARTIES (INCLUDING THE NEGLIGE CE OF THE INDEMNI FIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE. JOINT, 
CONCURRE T . ACfiVE, OR PASSIVE. 

True and Correcl 
copy of 

Original fi led in 
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STATE OF __ O_K_L_A_H_O_M_A ___ _ (CORPORATION ACKNOWLEDGMENT) 

COUNTYOF_~()~t~t~n~H~O~~~ftL----

BEFORE ME. the undersigned authority, on this day personally appeared ___ R....;o;:....bc:....::ec..:r:...t.::__L__::_. _R_o..;;._s_s ___________ _ 

known to me to be the person }Vhose name is subscribed to the foregoing instrument. as President of 

The Baptist Foundation of Oklahoma and acknowledged to me that he executed the same 
fo r the purposes and considenuion therein expressed. in the capacity stated. and as the act and deed of said corporation. 

LJ/t---
Given under my hand and seal of office this the "'.:1... day of 

STATE OF ___________________ _ 

COUNTY OF ___________________ _ 

Notary Public in and fo r Jl< 1 "'5f..tJ:4 '(3 QL 

(CORPORATION ACKNOWLEDGMENT) 

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 

-:--:------,---,---....,..--------,------,----,---,.---,----,--,--,---:--:--and acknowledged to me that he executed the same 
for the purposes and consideration therein expressed, in the capacity s=d. and as the act and deed of said corporation. 

Given under my hand and seal of office this the ____ day of __________ __. 19 __ . 

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

STATE OF ___ _:T:...:E::.;X:..:.:.:Ac.:S:..__ ___ _ (IND!VIDUAL ACK..."'OWLEDGMENT) 

COUNTYOF ___ M_I_D_L_A_N_ D ___ ___ 

Before me. the undersigned authority, on this day personally appeared ____ ..::Cc..:l::.a=-<y'-..:::;J....;o::.h:..:.:.n.:..s:::....::o:....:n...:_ _ _________ __ 

, 

known to me to be the persons whose names are subscribed to the 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 __ ]__,_~ _______ day of_::Ja=>..a...J.EJJ>.L::Wl=~~~t-q---------------'' +9__..2CP..,.,_=--'I'----. 
•••••• . . 
•••• . . 
•••• 
• 

l~~ M. K BRASUEL 
\~~,-W MY COMMISSION EXPIRES 

~;\7£QF~.~.~5~W,i;~.~.-a. .... ~ .. ~-19•, •~-=~~~ 
oQ~OF _______ _ 

'j\l\.~[ ~ul 
Notary Public in and for ft'tt/.. S 

(INDMDUAL ACKNOWLEDGMENT) 

• • Before me. the undersigned authority, on this day personally appeared ____________________ _ _ _ _ 

•••••• 
known to me to be the persons whose names are subscribed to the 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. _______ day of ___________________ 19 ______ . 

Notary Public in and for __________ _ 
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of 
any environmental medium, including soil, surface wau:rs. groundwau:r, sediments, and surface or subsurface strata. ambient air or any other environmental medium 
in, on. or under, the leased premises, by any waste, pollutant, or contarninanL Lessee shall not bring or permit to remain on the leased premises 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 Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 960 I, et seq.), or toxic 
substances under any fede ral, stau:, or local law or regulation ("Hazardous Materials"), except ordinary products commonly used in connection with oil and eas 
exploration and deve lopment operations and stored in the usual manner and quantities. LESSEE'S VlOLA TIO OF TilE FOREGOiNG PROHIRITJON 
SHALL CO STITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HAR."ILESS AND 
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGM ENTS, P ENAL TIES, 
LIABILITIES. AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARIS ING OUT OF (I) A 
VlOLA TION OF TilE FOREGOING PROHIBITION OR (II} THE PRESENCE, RELEASE. OR DISPOSAL OF ANY HAZARDO US MAT E RIA LS ON." 
UNDER, OR ABOUT TilE L EASED PREMISES DURING LESSEE' S OCCUPANCY OR CONTROL OF TilE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOfL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER. OR ABOUT THE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PREMISES IN CONFORMANCE WITII TilE REQUIREMENTS OF APPLICABLE LAW. THlS 
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERT AKEN 
PURSUANT TO CERCLA OR ANY OTIIER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDlA TELY GfVE TH E STATE OF 
TEXAS AND TilE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF 11i1S PARAGRAPH. UPO ' 
LEARNING OF TilE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPO RECEIVING A NOTICE FROM ANY GOVERN IE iT AL 
AGENCY PERTAINING TO liAZA.R.DOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIO S OF LESSEE 
HERE UNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATIO , FOR ANY REASO • OF THIS AGREDIENT. 

37. APPLICABLE LAW. This lease is issued under the provisions ofTexas Natural Resources Code 52.171 through 52.190. commonly known as the 
Relinquishment Act, and other applicable statutes and amendments thereto. and if any provision in this lease does not conform to these statutes. the statutes will 
prevail over any nonconform ing lease provisions. 

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

39. LEASE FlUNG. Pursuant to Chapu:r 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County 
Clerk in any county in which all or any part of the leased premises is located. and certified copies thereof must be filed in the General Land Office. This lease is not 
effective until a certi fied copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Office in accordance with 
Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the Stale unless it recites the actual and true consideration paid or promised 
for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office. 

TITLE: _______ ______ _ 

DA TE: _ _,_,I_- ....:....1_-0.=..~-..V _ ___ _ 

STATE OF TEXAS 

BY: BY··--:-:----:-:---:----::---:--::------::=-----:--
lndivM! .. l~ d as agent fo r the State ofTexas Robert L . RosS 1 Individually and as agent for the State ofTexas 
Pr~~i ent of The Ba p t i st Foundation of Oklahoma 
Date:.. ' /o 3 lot Date: _________________ _ 

Ta·'it . ·ro '~ 
STATE OF .TEXAS STATE OF TEXAS 

•••••• • • 
BY: BY:.....,...--..,.,.--:-----:--:--::----:c:------
lndividually and as agent for the State of Texas Individually and as agent for the Stau: of Texas 

Date: Date: _________________ _ 

frue and Correct 
copy of 

Original filed in 
Reeves County 
Cln•''"' """ 



STATE OF __ O_K_L_A_H_O_M_A ___ _ (CORPORATION ACKNOWLEDGMENl) 

COUNTY OF _ _,O~to;LI.!.!fi.LHO......,.,Vl'tc1Jd.ft..L----

BEFORE ME. the undersigned authority, on this day personally appeared ___ R-'o'-b-"--"e'-'r:.....:ct_L_.:..._R--'-o-'s;_s ___________ _ 

;yi\J'WII 10 UIC lO 'oe UlC persOn WhOSe name iS SUbSCribed tO the foregoing instrument, as President ~ 

The Baptist Foundation of Oklahoma and acknowledged to me that he executed the same 
for the purposes and consideration therein expressed, in the capacity stated. and as the act and deed of said corporation. 

:'fV.-
Given under my hand and seal of offi~ this the '.J_ day of 

STATE OF ____________ _ 

COUNTY OF _____________ __ 

Notary Public in and for Jt< 1 JhJ::?<, 9 Q? 

(CORPORATION ACKNOWLEDGMENT) 

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 

~~----~-~~~~-~---~~--~--~-~~--~~~~~~and~kn~~pdto~that~~K~d~same 
for the purposes and consideration therein expressed, in the capacity stated. and as the act and deed of said corporation. 

Given under my hand and seal of offi~ this the ____ day of ___ _______ _, 19 __ . 

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

STATEOF ____ ~T~E~X~A~S~--------- (TND!VIDUAL ACKNOWLEDGMENT) 

COUNTY OF ____ M_I_D_L_A_N_D ___ _ 

Before me. the undersigned authority, on this day personally appeared ____ ..=C:...:l=a'-'y'---=J'-'o:::..:..:h:.:n.:..s::...:o:...;n:..:.... __________ __ 

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

~iven under my hand and seal of office this the __ ]..L-.~-----d.ay of_JQ~oa....J.fJ~Lui~~~f-'1---------'' +9-MUJJ"""'-"::....:...1 __ 

·::::: j\i\.~L ~ul · .... ·~~~~~~~~~~~~~~~ ~-

·f.~.~·Nf.'~.\== M. K. BRASUEL Notary Public in and for ~ I<'L( S 
MY COMMISSION EXPIRES 

• • ·: • • \'!<. .·w ""'A""· 19 2004 
STA 'tt O~_...··t~ •. ;,9f.iii;·:~.~w.·;a-·""lliOII""""iii;;~~i•' -;;;;;;::;;;;;;;;;t (IND!VIDUAL ACKNOWLEDGMENT) 

•• • • • • • 
COVNT1~F ___________ _ 

• 
• • • •• ~efore me. the undersigned authority, on this day personally appeared _______________________ __ 
• • 

known to me to be the persons whose names are subscribed to the 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 _______ .day of _______________ __, 19 ____ __ 

Otary Public in and for __________ _ 

True and Correc 
copy of 

Original filed in 
Reeves County 

Clerks Off""' 
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EXHIBIT ''A'' 

ATIACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
DECEMBER II 22, 2000, BY AND BETWEEN THE BAPTIST FOUNDATION OF OKLAHOMA, AS 
LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING ALL OF SECTION 5, SAVE A D 
EXCEPT THE NW/4 NW/4 AND THE S/2 NE/4, BLOCK 58, PSL SURVEY, REEVES COUNTY, 
TEXAS. 

40. Notwithstanding anyth ing to the contrary contained in Paragraph Three (3) of this Lease, for all 
purposes th is lease shall be a fully Paid-Up Oil & Gas Lease. Delay Rentals have been paid in full with 
the Bonus Consideration tendered herein. Delay Rental payment was based on a $1.00 per net mineral 
acre per year for Two (2) Years. Conclud ing a $2.00 per acre Pd-Up Rental Payment was made in 
advance for the Two (2) Year Period on the net mineral acres indicated in this Lease . 

rrue and Correct 
copy ot . 
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. ' 
General Land Omce 
Relinquish mot Act Lease Form 
Revised, Sep tem ber 1997 

PAID-UP 
OlL AND GAS LEASE 

D nut ~ s APREE~ is made and entc:red intoJ.his 11 d3y o i Dec. '% 2~J~ttCktween,the S.~J.U,e ofTex;IS. acqng by and tlu;ou2h its 
agent. ~athr1ne Olive McAaams Lali!llmY, a marr1e an aea1.1ng 1n ner soJ.e-

§29 3 
5C§~Ra~~y;r~.g@fgton , Colorado afo 2 2 9 said agent =. 

(Give P=ent Address) 
herein re ferred to as the owner of the soil (whether one or more), and Clay Johnson 

----------------------------------------------~2~0~3~w~-~w~a~l~l~·~s~u~i~t~e~a~o~oL_ ____________ ~of 
Midland . Texas 79701 

(Give Pamanent Address) 
hereinafter called Lessee. 

I. GRANTING CLAUSE. For and in consideration of the 3mounts StaLed below and of the covenantS and agreementS to be paid. kept and performed by 
Lessee under this le3Se. the State of Texas acting by and through the owner of the soil. hereby grantS. le3Ses and letS unto Lessee. for the sole and only purpose of 
prospecting and drilling for and producing oil and gas. l3ying pipe lines. building tanks. storing oil and building power stations. telephone lines and other structures 
thereon. to produce. save, take c3re of. trc3t and t:r.lnSport said productS of the leJSe. the following lands siru3ted in Reeves County, State 
ofTexJS. to-wit: 

All of Section 5, SAVE AND EXCEPT the NW / 4 NW/4 and the S/2 NE/4, 

Block 58, Public School Land Survey 

containmg 52 0 • 1 3 acres, more or less. The bonus consideration paid fo r this le:lSe is as follows: 

To theStat.e oiTexas:_~S~i~x~t~y~n~i~nue~~a~n~d~~s~3~/~1~o~o~~~~~~~~~~~~~~~~~~~~~­
Dollars (S _ -----'6J...9::L,....:5l...3l--------') 

To the owner of the soil :_~S~i.£x~t~Y...:-=.nL!....Ii..!n~e-:~ad..Lin~d<L-..,5'--3u.../ ...L1~0~0.=..:=..=.=..:=-=~=-=:..=.=-=:..=.=.::...=.=.::...=..=..:=-=~=-=~=-=~=-=:... 
Dollars (S ____ ~6.J....;;/,9_5.~..3..J..... ______ -') 

Total bonus consider3£ion :-::r-or7'\--.,...,...H __ u_n_d_r_e
7
d ___ T_h_1_· _r_t....:y=----n_l_· n __ e __ a __ n_d ___ O_G~/ __ 1_0_0 __ -_-_-_-__ - _-_-__ - _-_-__ - _-_-__ - _- _-_-_ 

• •••••• 
Dollars (S __ ___:.~::......,~!..._----~ 

• Th; total bonus consideration paid representS a bonus of Seventy- seven and N o / 1 0 0 - ---------------
• • • • • • Dollars-(S __ ...:_-_=-....:.,.7~72~.::o~,O~'----_=-_...: _____ ~_-_.;., __ ...J~)~p.;;;er:..a_cre;_ • ...:.:..o:...n..:..,lr-:-• ...,8.....,..0...,6-ne_t_a-cres-.------
•• 

2. TER.\11. Subject to the other provisions in this leJSe. this le:lSe shall be fo r a term of Three ( 3) years from this date 
• • • t!f~in called "primary te:m") and as long thereafter as oil and gas. or either of them. is produced in paying quantities from said land. 

• • As~sed in this lease. the term "produced in paying quantities• means that the receiptS from the sale or other authorized commercial usc of the substance(s) covered 
• • • f X¢:ed out of pocket operational expenses for the six months last past. 
*~e~·Exhibit "A" attached for Pd-Up Delay Rental Provision shown as 4 C 

• • ..._ • • • • ~ ... 0 • ~ 

• • • Jl~!'r before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in 

• th~---------------------------------------------~------~~~-:--~--~--~--~~------~--~~~~ 
at or itS successors (which shal l continue as the depository regardless of ,.cs in the ownership of 
said land), the 3mOunt specified below; in addiuon. Lessee shall pay or tender to the COMMISSIO'N"ER OF THE GENERAL FlCE O F THE STATE OF 
TEXAS, AT AUSTIN, TEXAS. a like sum on or before said date. Payments under this paragraph shall operate as a ren shall cover the pnvilege o f de ferring 
the commencement of a well for one ( I) year from said date. Payments under this paragraph shall be in the folio · = 3mOUntS: 

To the owner of the soil:. _____ ___________ -=,.....:::::...._---:-_________________ _ 

Dollars (S_-----------------------"=="'~:...._ ______ ..J 

Tothe State ofTexas: ____________________ ~~~--------------~------------------------------------
Dollars (S _____________ --:::,..-:::::...._ _____________ ...J 

TotalRental: ________________ ~~:::.....--------------------------------------------------------------
Dollars (S ____ ~~::._ ______________ __~ 

In 3like manner and upon like paymen enders annually. the commencement o f a well may be funhcr deferred fo r suc:essive periods o f one ( I) year e3ch during 
the primary term. All pay men nders o f rental to the owner o f the soil may be made by check: o r sight dr3ft oi Lessee. or any assigne: vf this le:lSe. and may be 
delivered on or be fore ntal paying date. If the bank designated in this paragr:~ph (or its successor bank) should ce35e to ex 1st. suspend bus mess, liquidate, fail or 
be succeeded other bank. or for any re:lSon fai l or refuse to accept rental. Lesse: shall not be held in default for failure to make such p3)'Tllents or tenders of 

iny (30) days after the owner of the s01l shal l deliver to Lessee a proper recordable instrument n3miTruo&at\~~6treceivc such payments 

t.O~ ri"-t COPY Of 
~.. Original filed in 
*~,4· Reeves County 

-,f • •• /. r. \n r\I.D ()tiiCfl 



• 4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas. Lessee agrees to pay or cause to be paid one-half(l/2) of the royalty ' 
provided [or in this lease to the Commissioner of the General Land Office of the State of Texas. at Austin. Texas. and one-half (112) of such royalty to the owner of 
the soil: 

(A) OU.. Royalty payable on o il, which is deftned as including all hydrocarbons produced in a liquid form at the mouth o f the welt and also as all 
condensate, displlate, and o ther liquid hydrocarbons recovered from oil or gas run through a separator or other equipment. as hereinafkr prov ided. shall be 

3!1 6 ths part of the gross production or the market value thereof: at the option of the owner of the soil o r the Commissio11er of the 
General Land Office, such value to be determined by I) the highest posted price, plus premium. if any, offered or paid for oil. condensate. distill:ue. or other liquid 
hydrocarbons. respectively, of a like type and gravity in the general area where produced and when run. or 2) the highest marlc:et price thereof offered or paid in the 
general area where produced and when run. or 3) the gross proceeds of the sale thereof: whichever is the grc::uer. Lessee ag:-e:s th:u before any gas produced from the 
leased premises is sold. used or processed in a plant. it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional rype, or 
other equapment at least as e fficient. so that all liquid hydrocarbons recoverable fro m the gas by such means will be recovered. The requarement that such gas be run · 
through a separator or other equipment may be waived in wnting by the royalty owners upon such terms and condiuons as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defmed 
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extr.lction of 
gasoline. liquid hydrocarbons or other produces) shall be 3/ 1 6 ths part of the gross production or the rna.rXet value thereof. at the option of the 
owner of the soil or the Commissioner of the General Land Office. such value to be b~d on the highest marlc:et price paid or offered for glS of comparable quality in 
the general area where produced 3lld when run. o r the gross price paid or offered to the producer, whichever is the greater, provided that the maximum pressure base 
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute. and the standard base temperature shall be sixty (60) 
degrees FahrertheiL correction to be made for pressure acco rding to Boyle's Law, and for specific gravity according to teStS made by the Balance Method or by the 
most approved method of teSting being used by the industry at the time of teSting. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be 3 /1 6 ths part of the residue gas and the liquid hydrocarbons extracted or the marlc:et value the:eof. at the option of the 
owner of the soil or the CommiSSIOner of the General Land Office . All royalties due herem shall be based on one hundred percent (100%) of the total plant 
production of residue gas :u:tributable to gas produced from this !elSe. and on fifty percent (50%), or that percent accruing to Lessee. whicheve: is the greater. of the 
total plant production of liquid hydrocarbons attributable to the gas produced fro m this I elSe; provided that ifliqu1d hydrocarbons are recovered from gas processed 
in a plant in which Lessee (o r its parent. subsidiary or affiliate) owns an interest. then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such th1rd 
pany, the highest percent then being specified in processing agreementS or contrnctS in the industry), whichever is the gre:uer. The respective royalties on residue gas 
3lld on liquid hydrocarbons shall be determined by I) the highest marlc:et price paid or offered for any gas (or tiqu1d hydrocarbons) of comparable quality in the 
general area.. or 2) the gross price paid or offered for such residue gas (or the weaghted average gross selling price for the resoecuve grades of liquid hydrocarbons), 
whichever is the greater. In no event. however. shall the royalties payable under this p:l.r.lgraph be less than the royalues which would have !:leen due had the glS not 
been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black. sulphur or my other produces produced or manufactured from Jas (excepting liquid hydrocarbons) 
whether saad gas be "casmghead," "dry," or any other gas. by fracuonating, burning or 3l1Y other processing shall be 3 1 6 ths part of the 
gross production of such products. or the market value thereof. at the option of the owner of the soil or the CommiSSioner o i the G.:neral Land Office. such market 
value to be determmed as follows: I) on the basis of the h1ghest marlc:et pnce of each product for the same month in wh1ch such product is produced. or :?.) on the 
basis of the average gross sale price of each product for the same month in which such productS are produced: whichever is the greater. 

5. MfNIMUM ROYALTY. During any year after the expiration of the primary term of this !elSe, if this lease is maintained by producuon. the royalues 
paid unQer this lease in no event shall be less than an amount equal to the total artnual delay rental herein provided: otherwise. there shall be due and payable on or 
~(it>P=-~e last day of the month succeeding the artniversary date of this lease a sum equal to the total artnual rent.:ll less the amount of royalties paid during the 
pv,:;~ing ye:1r. If Paragraph 3 of this lease does not spe cify a delay rental amount. then for the purposes of this paragraph. the delay rent.:ll amount shall be one 
ti~U¥J5 1 .00) per acre . 

• 
• ••. 6. ROYALTY fN KIND. Notwithstanding any other provision in this !elSe. at any time or from time to time. the owner of the soil or the Commissioner 

~~ Jhl: <:eneral Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease. require that the pa~ent of any royalties 
accruin} to such royalty owner under this I e lSe be made in kind. The owner of the soil's o r the Commissioner of the General Land Office's right to take itS royalty in 
ek,;~ slill l not diminish or negate the owner of the soil's or the Corrunissioner of the General Land Office's rights or Lessee's obligations. whether express or implied. 
u·nde~ tlJ is lease . 

• 
• •. • •: 7. NO DEDUCTIONS. Lessee a.grees that all royalties accruing under this le:ISe (including those paid in kind} shall be without deduction for the cost of 
~rodu~ng, gathering, storing, separating, treating, dehydrating, compressing, processing. transooning, and otherwise makin~ the oil. gas and other products 
hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received. including any reimbursementS for sevc:r.lnce taXes and 
production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate: share of any fuel used to 
process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease. and subject to the wriaen conse:1t of the owner of the soil 
and the Commissioner of the General Land Office. Lessee may recycle gas for gas lift purposes on the lease d premises or for injection into any oil or gas producing 
formauon underlying the lelSed premises after the liquid hydrocarbons contained in the gas have been removed; no royalties shall be payable on the recycled gas 
until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a royalty under th1s !elSe. 

9 ROYALTY PA YMEYrS A..'lD REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at Austin. 
T c:xas. in the following martner. 



ana market value including gas meter readings, pipel ine receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks 
or pools' and gas lines or gas storage, and any other reportS or records which the General Land Office may requin: to verify the gross production. disposition and ' 
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be 
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned Gener:U Land Office lease number the amount of royalty being 
paid on e:~ch lease. lf Lessee pays h.is royalty on or before thirty (30) days after the royalty payment was due, then lessee owes a penalty of 5% on the royalty or 
S25.00, whichever is greater. A royalty payment which is over thirty (30) days l:uc shall accrue a penalty of 10% of the royalty due or S25.00 whichever is gre:uer. 
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year: such interest will begin accruing when the royalty is sixty (60) days overdue. 
:\ .. ":idavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is 
effective on the date when the affid:~vits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as 
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law 
nor act to postpOne the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion· of 
the royalty or to that portion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Less~ shal l annually furnish the Commissioner of the General Land Office with 
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furn ish said Commissioner with copies of all contraCts under 
which gas is sold or processed and all subsequent agreemerrts and amendments tO such contr:lCts within thirty (30) days after entering into or making such contr.lcts. 
agreements or amendments. Such contraCtS and agreements wben received by the General Land Office shall be held in confidence by the General Land Office unless 
otherwise authorized by Lessee. All o ther contractS and records pertaining tO the production. transport:ltion. sale and marketing of the oil and gas produced on said 
premises. including the books and accounts, receipts and discharges of all wells. tanks. pools. meters, and pipelines shall at all times be subject tO inspection and 
examination by the Commissioner of the General Land Office, the Attorney General. the Governor. or the representative of any of them. 

(B) PER..'v!JTS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted tO the Commissioner of me Gener:U 
Land Office by Lessee or operator five (5) days before spud date. workover. re..:ntry, temporary abandonment or plug and abandonment of any well or wells. Such 
written notice to the Gener:U Land Office shall include copies of Railroad Commission forms for application co drill. Copies of well tests. completion repons and 
plugging reportS shall be supplied to the Gener:U Land Office at the time they are filed with the Texas Railroad Commission. All applications, p~rmits. repons 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 other governmental 
agency shall include the word "State• in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises fo r the purpose of 
identifying wells. tank baneries or other associated improvements to the land must also include the word "State. · Lessee shall supply the General Land Office with 
any records. memoranda. accounts. reportS. curtings and cores. or other information relative to the operation of the above-<lescribed 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 me 
bore-hole section. from the base of the surface casing to the tOtal depth of well. of all wells drilled on the above described premises and shall transmit a true copy of 
the log of each survey on each well to the General Land Office within fifteen ( 15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reportS. documents or other mate:ials are not filed in the General Land Office when 
due. The penalty for late filing shal l be set by the General Land Office admmistrative rule which is effective on the date when the materials were due in the Gener:U 
Land Office. 

II . DRY HOLEICESSA TION OF PRODUCTION DURING PRJ MARY TER..\1. If. dunng the pnmary te:m hereof and prior co discovery and production 
of oil or gas on said land. Lessee should drill a dry hole or holes thereon. or if during the primary term hereof and after the discovery and actual production of oil or 
gas from the leased premises such production thereof should cease from any cause, U11s lease shall not termin:~te if on or before the expiration of sixty (60) days from 
date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next 
annual del a~ rental in the same manner as provided in this lease. If. during the last ye:~r of the primary term or within sixty (60) days prior thereto. a dry hot.: be 
completed and abandoned. or the production of oil or gas should cease for any c:~use. Lessee's rightS shall remain in full force and effect without further operations 
u.n! il m;: xpiration of the primary term: and if lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may main tam this 
le31Se by ~onducting additional drilling or reworking operations pursuant to Paragraph 13. using the expiraLion of the primary term as the date of cessation of 
pre..Uon 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 
p·~ Term hereof. Lessee may resume payment of the annual rental in the same manner as provided herein on or beiore the rental paying date following the 
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment. this lease shall ipso facto 
te~;ite. If at the expiration of the primary term or any time there:u\er a shut-in oil or gas well is located on the leased premises. paymentS may be made in 
dt:,Qr!l~e with the shut-in provisions hereof. 

•• • 
• • • •: 12. DRILLING AND REWORKING AT EXPI.RA TION OF PRJ MARY TER..\1. If. at the expiration of the primary term. ne ither oil nor gas is being 
proguced on said land. but Lessee is then engaged in drilling or reworking operations thereon. this lease shall remain in fo rce so long as operations on said well ~r fo r 
drilling or reworking of any additional well are prosecuted in good faith and in workmanlike marmer without interruptions totaling more than sixty (60) days dunng 
...,.QI.;uch operation. and if they result in the production of oil and/or gas. so long thereafter as oil and/or gas is produced in paying quantities from said land. or 
paymen~ of shut-in oil or gas well royalties or compensatory royalues is made as provided in this lease. 

13. CESSATION. DRJLLING. A;'ll) REWORKING. lf. after the expiration of the primary term. production of oil or gas from the leased premises. a..'ter 
once obtained. should cease from any cause. this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days 
after such cessation. and this lease shall remain in full force and effect for so long as such operations continue in good faith and in worlcrnanlike manner without 
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas. the lease shall remain in full force and 
effect for so long as oil or gas is produ~d from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by taw. If the drilling or reworking operations result in the completion of a well as a dry hole. the lease will not 
terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole. and this lease 
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike marmer without interruptions totaling more 
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph. "well" means any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. If. at any time after the expiration of the primary term of a lease that. until being shut in. was being maintained !n 
force and effect. a well c:~pable of producing oil or gas in paying quantities is located on the leased premises. but oil or gas is not being produced fo r lack of su1table 
production facilities or l:~ck of a suitable market. then Lessee may pa~ as a shut-in oil or gas royalty an amount equal to double the annual rental prov1ded in the 
lease. but not less than S 1.200 a ye:~r for each well capable o f producing oil or gas in paying quantities. If P:1r3gr3ph J o f mt f'T~ ~~&.)~6\ietay rental 
amount. then fo r the purposes of this par:tgraph. the: dela~ rental amount shall be one dollar (SI.OO) per acre. ~~0, 't-~',.ective. e:lcf\;~~Y'~n oi~ or gas ro~alry 

:; .. ~ Original illed tn 
* :~, : Reeves County 

«l ~ o«· 
' <t' Clerks ,dee 



, must be P,aid on or before: (I) the expiration of the primary term. (2) 60 days afu:r the Lessee ceases to produce oil or gas from the leased premises. or 0) 60 davs ' 
afu:r Less~e C:O~pletes a drill ing or reworking operation in accordance with the lease provisions; whichever date is IateSL Such payment shall be made one-half ( 112) 

· to the COmmiSSIOner of the General Land Office and one-half (l/2) to the owner of the soil. If the shut-in oil or gas royalty is paid. the lease shall be considered to be 
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term. or from the first day of the month 
following the month in which production ceased. and. afu:r that.. if no suitable production facilities or suitable market for the oil or gas exists. Lessee may extend the 
lease for four more successive periods of one (I) year by paying the same amount each year on or before the expiration of each shut-in year. 

I 5. COMPENSATORY ROYAL TIES. If. during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and 
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir. or in any 
case in which drainage is occurring. the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective 
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatOry 
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producmg 
reservoir and within one thousand ( 1.000) feet of the leased pre:nises. The compensatory royalty is to be paid monthly, one-half ( l/2) to the Commissioner of the 
General Land Office and one-half ( 112) to the owner of the soil. beginning on or before the last day of the month following the month in which the oil or gas is 
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand ( 1.000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
difference within thirc:y (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in 
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset 
wells as provided in Texas Narural Reso~ Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's wnaen approval. the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. 

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or eXlended term it shall then terminate 
as to all of the leased premises. EXCEPT(!) 40 acres surrounding each oil well capable o f producing in paying quantities and 320 acres surrounding each gas well 
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof). or a well upon which Lessee is then engaged in 
continuous drilling or reworking operations. or (2) the number of acres included in a producing pooled unit pursuant to Texas Narural Resources Code 52.151-
52. 153. or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules 
and regulations of the Railroad Commission of Texas. or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective 
date of the partial termination provisions hereof. the applicable field rules are changed o r the well or wells located thereon are reclassified so that less acreage is 
thereafter allocated to said well or wells fo r production purposes. th is lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for 
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby. Lessee shall nevertheless continue to have the right of 
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph I hereof, together with easements and rights-.)f-way for existing 
roads. existing pipelines and other existing facili t ies on, over and across all the lands described in Paragraph I hereof ("the retained lands"). for access to and from the 
retained lands and for the gathering or transportation of oil. gas a.nd other minerals producea from the retained lands. 

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further 
terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in Paragnph 16 (A) 
above. unless on or before two (2) years after the primary or extended term Lessee pnys a.n :unount equal to one-half (112) of the bonus originally paid as 
consideration for this lease (as specified o n page I hereof). If such amount is paid. th is lease shall be in fo rce a.nd effect as co such deeper depths. lrld said 
termination shal l be delayed fo r an additional period o f two (2) years and so long thereafter as oil o r gas is produced in paying quantities from such deeper depths 
covered by . th is lease . 

•••••• 
• {q !DENT! FICA TION ANl) FILING. The surface acreage retained hereunder as to each well shall. as ne:u-ly as practical. be in the form o f a square with • T• • the ..,_e I lo«Ued in the center thereof. or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (JO) days after partial 

termin~~;n of this lease as provided herein. Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or 
depths• not retained hereunder. The recorded release. o r a certified copy of same, shall be filed in the General Land Office. accompanied by the filing fee prescribed 
by lh~~'O.ral Land Office rules in effect o n the date the release is filed . lfLessee fails o r refuses to execute and record such release or releases within ninery (90) 
days •atter ~eing requested to do so by the General Land Office. then the Commissioner at h1s sole discretion may designate by wriaen instrument the acreage and/or 
depUts• [6) bl released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the offic ial records of the 
Gcne'\-al ~~d Office and such designation shall be binding upon Lessee for all purposes . 

• 
• • •. • ' 7. OFFSET WELLS. Neither the bonus. delay rentals. nor royalties paid. or to be paid. under this lease shall relieve Lessee of his obligation to protect 

the d!l and~as under the above-described land from being drained. Lessee, sublessee. receiver or other agent in control of the leased premises shall drill as many 
wells as the faces may justify and shall use appropriate mea.ns and drill to a depth necessary co prevent undue drainage of oi! and gas from the leased prem1ses. In 
addition. if oil and/or gas should be produced in commercial quantities within 1.000 fee: of the leased premises. or in any case where the leased premises is be:ng 
drained by production of oil or gas. the Lessee. sublessee. receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or 
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1.000 feet of the leased premises Start producir:g 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the starutory offset obligation may subject this lease a.nd the owner of the 
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office a.nd with his wriaen approval may the payment of 
compensatory royalty under appl icable starutory parameters satisfy the obligation to drill an offset well or wells required unde~ this paragraph. 

18. FORCE MAJEURE. If. after a good faith effort. Lessee is prevented from complying with any express or implied covena.nt of this lease. from 
conducting drilling operations on the leased prem1ses, or from producing oil or gas fro m the leased premises by reason of war, rebellion, riots. saikes. acts of God. or 
a.ny valid order. rule or regulation of government authority, then while so prevented. Lessee's obl igation co comply with such covenant shall be suspended and Lessee 
shall not be liable for damages for failure to comply with such covenantS; additionally, this lease shall be extended while Lessee is prevented. by any such cause. 
from conducting drilling a.nd reworking o perations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the 
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operauons or production of oil 
o r gas. True and Correct 

copy oi . 
Original iiled tn 
Reeves Co~nty 

Clerks Otitce 



19. WARRANTY CLAUSE. The owner of the soil warrants and agrees 10 defend title 10 the leased premises. lfthe owner of the soil de faults in 
payments owed on the leased premises. then Lessee may redeem the rights o f the owner of the soil in the le ased premises by paying any mortgage. taxes or other lie 
on the leased premises. If Lessee makes payme nts on behalf of the owner of the soil under this paragraph. Lessee may recover the cost of these payments from the 
rental and royalties due the owner of the soil. 

20. {A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estaic in the above 
described land. whether or not Lessee's interest is specified herein. then the royalties and rental herein provided 10 be paid 10 the owner of the soil shall be paid to hi.J 
;, !!-~ ;::-::;:o;-J_,,, which his-interest be~ 10 the entire undivided surface estate and the royalties and rental herein provided 10 be paid 10 the Commissioner of the 
General Land Office of the State ofTe)(liS shall be likewise proponionately reduced. However, before Lessee adj usts the royalty or rental due 10 the Commissioner c 
the General Land Office. Lessee or his authorized representative must submit 10 the Commissioner of the General Land Office a wrirten Statement which explains the 
discrepancy between the interest pU!1)0rtedly leased under this lease and the acrual interest owned by the owner of the soil. The Commissioner o f the General l:J/ld 
Office shal l be paid the value of the whole production allocable 10 any undivided interest not covered by a lease. less the proponiomue development and producuon 
cost allocable 10 such undivided interest. However. in no event shall the Commissioner of the General Land Office receive as a royalty on the gross produc:ion 
allocable 10 the undivided interest not le ased an amount less than the value of one-sixteenth ( 1116) o f such gross production. 

(B) REDUCTION OF PA YY!ENTS. U: during the primary term. a portion of the land covered by this lease is included w ithin the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Narural Resources Code Sections 52.1 S 1-52.154, or 
if, at any time after the expiration of the primary term or the extended term. this lease covers a lesser number of acres than the total amount described herein. 
payments that are made on a per acre basis hereunder shall be reduced according 10 the number of acres pooled. released. surrendered. or otherwise severed. so that 
payments dete rmined on a per acre basis under the tenns of this le ase during the primary term shall be calculated based upon the number of acres outside the 
boundaries of a pooled unit. or. if after the expiration of the primary term. the number of acres actUally retained and covered by this lease. 

2!. USE O F WATER. Less~ shall have the right 10 use water produced on said land necessary for operations under this lease except water from wells or 
tanks o f the owner of the soil; provided. howeve r. Lessee shall not use potable water or water suitable for livestOck or irrigation purposes for waterflood operations 
without the prior consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil fo r damages caused by its operations 10 all personal property, innprovements, 
livestock and crops on said land. 

23 . PIPELll-<"E DEPTH. When requested by the owner of the soil. Lessee shall bury itS pipelines below plow dej)th. 

24. WELL LOCATION L!MJT. No well shall be drilled nearer than two hundred (200) ie:t 10 3/lY house or bam now on said premises without the 
written consent of the owner of the soil. 

25. POLLUTION. In developing th1s area. Lessee shal l use the highest degree of care and all proper safeguards w prevent polluuon. Without limJUng the 
foregoing, pollution o f coastal wetlands. natural waterways. nvers and impounded water shall be prevented by the use of containment facilities suffic1ent to preve:H 
spillage, seepage or ground water contamanation. [n the event of pollution. Lessee shall use all means at itS disposal to recaprure all escaped hydrocarbons or other 
pollutant and shall be responsible for all damage to public and private properues. Lessee shall build and maintain fences around its slush. sump. and drainage pitS 
and tank baneries so as to protect livestock against loss. damage or inj ury: and upon completion or abandonment of any well o r wells, Lessee shal l fill and level .UI 
slush pitS and cell~ and completely clean up the drilling site of all rubbish thereon. Lessee shall. while conducting operations on the leased premises, keep said 
premises free of all rubbish. cans. bottles. paper cups or garbage, and upon completion o f operations shall restore the surface of the land to as near its original 
condiuon and contours as is practicable. Tanks and equipment will be kept painted 3/ld presentable. 

•• • •: 26. REMOVAL O F EQ UlP!'viENT. Subject to limitations in this paragraph. Less~ shall have the right to remove machinery and fixrures placed by 
• t e,.;ee on the leased premises, including the right 10 draw and remove casing, within one hundred twenty (120) days after the exp1rauon or the termmation ofllus 
• oase unless the owner of the soil grants Lessee an extension of this 120~ay penod. However. Lessee may not remove casing from any well capable ofproducmg 011 

• .. ...J gas in paying quantities. Additionally, Lessee may not draw and remove casmg until after thirty (30) days wntten notice 10 the Commissioner of llle General 
• L311d Office and to llle owner of the soil. The owner of the soil shall become the owner of any machinery, fixrures. or casing which are not timely removed by Lessee 

• • ~ider the terms of this paragraph. 
• • .. . 

•• • 27. (A) ASSIGNMEmS. Under the conditions contained in this paragraph and Paragraph 29 of this lease. the rights and estates of either party 10 th1s 
• • ~e may be assigned., in whole or in part. and the provisions o f this lease shal l extend 10 and be binding upon their heirs. devisees. legal represent:U.ives. successors 

0 
and assigns. However, a change or division in ownership of the land. rentals. or royalties w ill not enlarge the obligations of Lessee. diminish the rightS. privileges 
and estates o f Lessee, impair the effectiveness of any payment made by Lessee or impair the e ffectiveness of any act performed by Lessee. And no change or 

• • • ..W.:sion in ownership of the land.. rentals. or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees. legal 
• rep' resentatives or assigns) furnishes the Lessee w ith satisfactory wrinen evidence of the change in ownership. including the o riginal recorded munimentS of ti tle (or a 

cenified copy of such original) when the ownership changed because of a conveyJ/lce. A total or partial assignment of this lease shall. to the extent o f the interest 
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. lf this lease is assigned in its entirety as to only part of the acreage. the right and 
option to pay rentals shall be apponioned as between the several owners ratably, according 10 llle area of each. and failure by one or more of them 10 pay his share of 
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however. if the assignor or assignee does not file a 
certified copy of such assignment in the General Land Office before the next rental paying date. the entire lease shall terminate for failure 10 pay the entire rental due 
under Paragraph 3 . Every assignee shall succeed to all rightS and be subject to all obligations. liabilities, and penalties owed 10 the State by the original lessee or 311Y 
prior assignee of the lease. including any liabilities to the State fo r unpaid royalties. 

(B) ASSIGNMENT LJ?v(!TA TION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in part by 
assignment without the prior written approval of the Commissioner of the General Land Office. this lease is void as of the time o f assignment and the agency power 
of the owner may be forfeited by the Commissioner. An assignment will be treated as if it we:-e made to the owner o f the soil if the assignee is: 

(I) anomineeoithe owner of the soil; 
(2) a corporation o r subsidiary in which the owner of the soil is a principal stockholder or is an employe: of such a corporation or subsidiary; 
(3) a parme rship in which the owner of the soil is a parmer or is an employee of such a parmership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil ; 
(5) a partner or employe: in a parmership which is llle owner of the so li; 
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(6) a fiduciary for the owner of the soil; including but not limited to a guardi311, trustee, executor, administrator. receiver. or co~ator for. the 
owner of the soil; or 
(7) 11 family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragnph and Paragraph 29, Lessee may at any time execute and deliver to the owner of the soil 
an~ place of record a release or releases covering any portion or portions of the leased premises. and thereby surrender this lease as to such portion or portions. and be 
relieved o f all subsequent obligations as to acreage surrendered. [f any pan of this lease is properly surrendered. the delay rental due under this lease shall be reduced 
by the proportion that the surrendered acreage be :liS to the acreage which was covered by this lease immediately prior to such surrenti~r ""'":"c~. ;u~~. r .:c.~.>c w1ia 
not relieve Lessee of any liabilities which may have accrued under this lease prior to the sum:nder of such acreage. 

29. fiLING OF ASSIGNMEYTS AND RELEASES. [faJI or any pan of this lease is assigned or released. such assignment o r release must be recorded in 
the county where the land is situated. and the recorded instrument. or a copy of the recorded instrument certified by the County Clerk of the county in which the 
instrument is recorded. must be filed in the General Land Office within 90 days of the last execution date: accompanied by the prescribed filing fee. If any such 
assignment is not so filed. the rights acqui..red under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above~escribed land have been included in this instrument. including the 
star.c:ment of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral agreements concerning the 
development of o il and gas from the le:lSed premises which arc not contained in this lease render this lease invalid. 

31. FIDUCIARY Dl.ITY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's interest in the leased 
premises. When the interests of the ownCT of the soil conflict with those of the State:. the owner of the soil is obligated to put the State's interests before his personal 
interests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized 
agent should knowingly make any false rerum or false report concerning production or drilling, or if Lessee shall fail o r refuse to drill any offset well or wells in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office. or if Lessee should fail to file repons in the manner 
required by law or fail to comply with rules and regulations promulgated b::t the General Land Office, the School Land Board. or the Railroad Commission. or 1f 
Lessee should refuse the proper authority access to the records pertaining to oper.uions. or if Lessee or an authorized agent should knowmgly fail or refuse to give 
correct information to the proper authoncy. or lcnowingl::o- fall or refuse to furnish the General Land Office a correct log of any well. or if Lessee shall lcnowmgly 
violate any of the material provisions of this lease . or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights 
llC:jui..red under this le:lSe shall be subject to forfeiture by the Commissioner. and he shall fo rfeit same when sufficiently informed of the facts which authonze a 
forfeiture. and when forfe ited the area shall again be subject to lease under the terms of the Relinquishment Act However, nothing herein shall be construed as 
waiving the automatic termination of th is lease by operation oflaw or by reason of any special limitation arising hereunder. Forfeirures may be set aside and this 
lease and all rights thereunder reinstar.c:d before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of furure 
compliance with the provisions of the law and of this lease and the rules and regulations th:u may be adopted relative hereto. 

33. LIEX In accordance with Texas Natural Resources Code 52.136. the State shall have a first lien upon all oil and gas produced from the are:! covered 
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance ofth1s le:lSe. Lessee grants the 
State. in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien. an express contractual lien on and se:umy 
interest in all leased minerals in and extrnc:ed from the leased premises. all proceeds which may accrue to Lessee from the sale of such leased minerals. whether such 
proceeds are held by Lessee or by a third party. and all fixtUres on and improvements to the leased premises used in connecuon with the production or processing of 
such leased minerals in order to secure the payment of all royalties or othe: amounts due or to become due under this le:lSe and to secure pa::o-ment of an::- damages or 
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease. whether express o r implied. This lien and security interest rna::- be 
foreclosed with or without court proceedings in the manner provided in the Title I. Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commi~stoncr may require Lessee to execute and record such instruments as may be reasonabl::t necessary to acknowledge. artach or perfect this lien. Lessee hereby 
~Pt'!>t!fS that there are no pnor or superior liens ansing from and relanng to Lessee's activities upon the above~escribed prope:-ty or from Lessee's acquimion of 
thj~~e:se. Should the Commissioner at any time determine that this representation is not trUe. then the Commissioner may declare this lease forfeited as prov1ded 
herem. • •••• 

• 34. POOUNG. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold 
"~ ~~C¥31 interest for the exploration. development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land 
~!ltd ~d the Commissioner of the General Land Office fo r the pooling or umtizing of the Interest of the State under this lease pursuant to Texas Narural Resources 
~!!; , 2. 1 51-52.153. The owner of the soil agrees that the inclusion of this provision in this lease sausfies the execution requirements Stated in Texas Narural 
~so~es Code 52.152 . 

• 
• • • • •: 35. INDEYiNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil. their officers. employees. partners. agents. 
Cf!ntraators. subcontractors. guests. invitees . and the1r respective successors and assigns. of and from all and any actions and causes of action of every nature. or other 
harm. including environmental harm. for which recovery of damages is sought. including, but not limited to. all losses and expe nses which are caused by the 
activit ies of Lessee. its officers. employees. and agents arising out of, incidental to, or resulting from. the operations of or fo r Lessee on the le:lSed premises 
hereunder. or that may arise out of or be occ:lSioned by Lessee's breach of any of the terms or provisions of this Agreement. or by any other negligent or Strictly liable 
act or omission of Lessee. Further. Lessee hereby agrees to be liable for. exonerate. indemnify, defend and hold hannless the State of Texas and the owner of the soil. 
their officers. employees and agents, their successors or assigns. against any and all claims. liabilities. losses. damages, actions. personal injury (including death). 
costs and expenses. or other harm for which recovery of damages is sought. under any theory including tort contract. o r soict liability. including attorneys ' fees and 
other legal expenses. including 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 of Lessee's activities on the leased premises; those arising from 
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement o r any other act or omts~ion of Lessee. its directors. officers, emplo::-ees, partners, agents. contractors. subcontractors. guests. invitees. and their respective 
suc~essors and assigns. Each assignee of this AgreemenL or an interest therein. agrees to be liable fo r. exonerate. indemnify. defend and hold harmless the State of 
Texas and the owner of the soil, their officers. employees. and agents in the same manner provided above in COMection with the activities of Lessee, its officers. 
employees. and agents as described above. EXCEPT A.S OTHERWISE EXPRESSLY LIMITED HEREIN. ALL OF THE !i'<DDINITY O BLIGA TIOI'S 
A. 'i'D\OR LIABILITIES ASSUMED tfl',L> ER THE TER.\-lS OF THIS AGREEMEl'fl' SHALL BE WITHOliT LIMITS A.'m WITHOUT REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLUD!?'G PRE-EXISTING CONDITIO 'S). STRICT LIABILITY. O R THE :""EGLIGE:-.'CE OF A.' i"Y PARTY 
OR PARTIES (f.';CLLL>ING THE :"'EGLIGE:-.'CE OF THE [J'I."D£:'\IINIFTED PARTY), WHETHER SUCH :"'EGLIG E:-ICE BE SOLE. J O[J'I.I. 
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EXHIBIT "A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEA E DATED 
DECEMBER II 22, 2000, BY AND BETWEEN KA THRJNE OLIVE McADAMS, AS LESSOR, A D 
CLAY JOHNSON, AS LESSEE, AND COVERlNG ALL OF SECTIO 5, SAVE AND EXCEPT THE 
NW/4 NW/4 AND S/2 NE/4, BLOCK 58, PSL SURVEY, REEVES COUNTY, TEXAS. 

40. Notwithstanding anything to the contrary contained in Paragraph Three (3) of this Lease, for all 
purposes this lease sha ll be a ful ly Paid-Up Oil & Gas Lease . Delay Rentals have been paid in full with 
the Bonus Consideration tendered herein. Delay Rental payment was based on a $1 .00 per net mineral 
acre per year for Two (2) Years. Concluding a $2.00 per acre Pd-Up Rental Payment was made in 
advance for the two (2) Year Period on the net mineral acres indicated in this Lease . 

• •••••• • • 
•••• • • •••• 
• 

•••• • • • •• • 
•• • • • • • • • 
• 

• •••••• • • 
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of cart: and all reasonable safeguards to prevent contamination or pollution of 
any environmental medium. including soil. surface wau:rs. groundwau:r, sediments. and surface or subsurface strata. ambient air or any other environmental medium 
in. on. o r under. the leased premises. by any wasu:. pollutant. or contaminant. Le=c shall not bring or permit tO remain on the leased premises any asbestos 
containing materials. explosives, tOxic materials, or substances regulated as haz.:1rdous wastes, hazardous materials. hazardous substances (as the term ~Haz.:lrdous 
Substance" is defined in the Comprehensive Environmental Response. Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 960 1, et seq.). or tOxic 
substances under any fe deral. state. or local law or regulation (MHazardous Mau:rials"), except o rdinary products commonly used in connection w ith oil and gJS 
explor.uion and development operations and stored in the usual manner and quantities. LESSEE'S VlOLA nON OF THE FOREGOING PROHIBmON 
SHALL CONSTill.JTE A MATERIAL BREACH A.'ffi DEFAULT HEREtJli,'DER A.'ffi LESSEE SHALL L."<l>EMNTFY. HOLD HAR.'HLESS A.'ID 
DEFE:-.1> THE STATE OF TEXAS A."l> TilE OWNER OF THE SOIL FROM AI'ID AGAINST A.'N CLAD-IS, DA.\ItAGES, Jl,l>GMEYTS. PE:"'AL TIEs., 
LIABILITIES. Al'ffi COSTS (lNCLLl>rNG REASONABLE ATTOR.'IEYS' FEES A. 'ill COURT COSTS) CAUSED BY OR ARJSr:-;G OUT OF (I) A 
VlOLA no OF THE FOREGOrNG PROHIBmO OR em THE PR.ESE:"'CE. RELEASE. OR DISPOSAL OF A.'N HAZARDOUS MA TERJALS ON: 
UNDER. OR ABOUT TilE LEASED PREMISES DliRING LESSEE'S OCCUP.-\.NCY OR CO/"o'TROL OF THE LEASED PRE~USES. LESSEE SHALL 
CLEA.....- v"P. REMOVE, REMEDY A. 'ill REPAIR A.'N SOIL OR GROliND WATER CONTA.\1.1NAnON .~'ill DA.\tAGE CAt;SED BY THE 
PRESE:"'ICE OR RELEASE OF Al'N HAZARDOUS MA TERlALS IN, ON, Ul'ol>ER. OR ABOUT THE LEASED PRE:'tilSES Dv'R.ING LESSEE'S 
OCCUP.\.'ICY OF THE LEASED PRE:'tilSES IN CONFOR.'rlA. 'ICE WITH THE REQUIRE:'tiE:'ITS OF APPLICABLE LAW. TinS 
L."<l>DG'llFICA nON A. 'ill ASSUMPTION SHALL APPLY. BUT IS NOT LL"\1ITED TO, LIABlLITY FOR RES PO SE ACTIONS UNDERTAKE:"/ 
PURSUA.'ITTO CERCLA OR ANY OTHER E:'I/VIRONM.E:-.'TAL LAW OR REGULATION. LESSEE SHALL IM."\IIED!ATELY GIVE THE STATE OF 
TEXAS Al'ffi THE OWNER OF TH.E SOIL WRITTE;-1 NOTICE OF Ai' fY BREACH OR SUSPECTED BREACH OF THlS PARAGRAPH. UPON 
LEAR.'IING OF THE PR.ESE:"'ICE OF .\."'Y HAZ.ARDO!:S ,:\-1.-\ TERJALS. OR UP O RECEIVING A NOTICE FR0~1 .\.'N GO-.,."ER.~ID'TAL 
AGE:'\'CY PERTAIJ'.'TNG TO HAZARDO t.;S :\1.-\TERIALS ~1iiCH :\1.-\Y AFFECT THE LEASED PR.E~IISES. THE OBLIGATIO ·s O F LESSEE 
HERELI'IDER SHALL SURVIVE THE EXPIRATION OR EARLIER TER.\l.I:'IA nO • FOR AI'N REASON. OF THIS AGREE~tE:'IT. 

37. APPLICABLE LAW. This lease is issued under the provisions ofTexas Narural Resources Code 52.171 through 52.190. commonly known as the 
Relinquishment Act. and other applicable starutcs and amendments thereto. and if any prov1sion in this lease does no t confo rm to these starutes. the statutes wil l 
prevali over any nonconforming lease prov is1ons. 

38. EXECUTION. This oil and gas lease must be signed and a.cknowledged by the Lessee before it is fil ed o f record in the county records and in the 
General Land Office oithe State or'Texas. Once the filing requirements fo und in Paragraph 39 of this lease have been satisfied. the effedve da.tc o f this leJSe shall 
be the d:ue found on Page I. 

39. LEASE FILING. Pursuant to Chaotcr 9 of the Texas Bus mess and Commerce Code. this lease must be filed of record in the office of the Counrv 
Clerk in any county in which all or any part of the. leased premises is loc:uecl and certified cooies thereof must be fil ed in the General Land Office. This lease i~ not 
effective until a certified copy of this le ase (which is made and c:rtified by the Counry Clerk from h1s records) IS filed in the General Lana Office in accordance with 
Texas Natural Resourc:s Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the acrual and true consideration paid or promised 
for execution of this lease. The bonus due the State and the presc:ibed filing fe: shall accompany such certified copy to the G.:neral Land Office. 

LES~~ 
• •••••• • • 

BY: Clay Johnson 

•••• • • •••• 
• 

••• • • • • •• • 

TITLE: _____________ _ 

DATE .. _ /"-_.--'-J--0--'-/ _____ _ 

• • S~ TE OF TEXAS . STATE OF TEXAS 

.... s( "rad!. (})~-~ 0 .Q~~~ M tM4'J'\t.t) ~.yvvrnk ff.B Y.---:--::----:----::---:---::---:-=-----
Individually and as agent fo r the State qr"Teaxas JKa t h r in e Q 1 i ve Individually and as ~ent fo r the State ofTexas 

M~da~s Lammeys a marr1 e woman deal1ng 1n her sole and 
• D~te : / Z .. /, rz ·GO Date: ______________ _ 

separg~~ 
STA~ STATEOFTEXAS 

BY: _______________ _ 

Individually and as agent for the State ofTexas 

Date: _________ _ _______ _ 

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

Date:, _ _______________ _ 

True and Correct 
copy of · 

Original filed in 
Reeves County 
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ST~iEOF ____________________ __ 
(CORPORATION ACKNOWl.EDGMF.-11) 

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 

~~----~-~-~~-~---~~-------~---~~~~~~~d~~owkdgedtome thruhe execu~dthcsame 
for the pUfllOSes ~d consideration therein expressed. in the capacity stated. ~d as the act ~d deed of said corporar.ion. 

Given under my hand ~d seaJ of offic.: this the ______ day of __________ __, 19 ___ . 

Nowy Public in ~d for-----------

STATE OF ____________________ __ (CORPORATION AC!010WLEDGM~ 

COUNTY OF ____________________ _ 

BEFORE ME, the undersigned authority, on this day personally appeared _______________________ _ 

known to me to be the person whose n:une is subscribed to the foregoing instrument. as ____________________ of 

~~----~-~~~--~---~~-----~-~~--~-~~~-~dac~owkdged to me thru heexc:cu~dthesame 
for the purposes ~d cons ide :-:Won therein expressed. in the capacity st.a~d. ~d as the act ~d aeed of Sa.Jd corporru1on. 

Given under my hand ~d seaJ of offic.: this the _____ day of __________ __, 19 __ . 

STATE OF COLORADO 

COUNTY OF A,-\.(} ,YJ$ 

Nowy Public m and for---------------

(INDIVIDUAL AC K.'IOWLEDGMDII) 

Befqre IT\.,e. the undersigneD authprjty, on th,is day personally a11pe:IIed ft a thrine 01 i ve McAdams Lamme y , 
a ~arr1ea woman dea11ng 1n her so~e ana separate property 

• ~'1 to me to"be the persons whose n:l!nes :lie subscribed to the ioregoing instrument. and acknowledged to me that they executed the S:l!ne for the purposes and 
.c~!l~lderation therein expressed. . .. ....... 
• 

... . 
~ .. . .. . 

• 

' 1 I ( ', 

.· 

• • ~l<iTE OF __ _.T,_,Eu.X ...... A...,S"'-------
• • 

COUNTY OF_---=-M-'-'I=D=-=L.:...;A=N::..::D=-------

(INDIVIDUAL ACKNOWLEDGMENT) 

Before me. the undersigned authonty. on this day personally appe:l!ed, ________ C"'-"l ... a...,..y--'J""-"o...,h....._n...,s..u.OuO...__ _____ __ _ 

~own to me to be the persons whose names are subscribed to the foregoing instrument. and ac~owledged to me thru they executed the same fo r the purposes and 
consideration therein expressed. 

Given under my hand and seaJ of office this the_7.J-~-----day of_J....;;_.::Q_.:....:..A}~~=>-'7~¥------..-----'' ~ ZQJ ( 

1.4. K. BRASUEL 
MY COMMISSION EXPIRES 

October 19, 2004 

lfh .<:~GbdiOliJ 
Notary Public in ~d for -rQ, ')?8 , < 
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General Land Office 
Relinquish mot Act Lease For m 
Revised, September 1997 

P AID - UP 
OlL AND GAS LEASE 

nus AGREEMEm is made and entered into this~day of No v • 'f9l. 0 0 0 between the State of Texas, acting by and through its 
~en~~C~y~n~t~h~i7a~~A~n~n~7W~a~r~r~e~n~~M~e~e~k~s~,~a~~w~i~d~o~w~---------------------------------------------3 7 0 1 Marguet te of ___________________ "'7'7"" ____ 

__ ........ Du:a1...1..1 ..Jl.J.a:L:>s~,~ ..... T_,~.X)._..J7_5.J..L2.J.2;..5...~..::....5.L1..L....::2..18.l--_____________________________ .said agent 
(Give Permanent Address) 

herein referred to as the owner of the soil (whether one or more), and._.;;;C;.:;l~a~v"-:-:.:::Jc.:o=<-7'h,_,n~S;::-::O:<.;n;,:,---;:::-:----;:;-::r;:;-----­
-----------------------------------~2~0~3~W~e~s~t~W~a~l~l~, ~S~t~ew•w·~8~0~0----------------~of 

MjdJand , TX 79701 
(Give Permanenc Address) 

hereinafter called Lessee. 

I. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and ~ements to be paid, kept and performed by 
Lessee under this lease, the State of Texas acting by and through the owner of the soil. hereby grants, leases and lets unto Lessee, for the sole and only purpose of 
prospecting 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 u-ansport said products of the lease, the following lands situated in R eeves County, State 
ofTexas, to-wit: 

All o f Sec tion 5, Save and Exc e p t the NW/4 NW/4 a nd 
S / 2 NE / 4 , Block 5 8, PSL Sur vey 

containing. _ _..5~2"-lo!O:....L-L1 _,3!,__ acres, more or less. The bonus consideration paid for this lease is as follows: 

TotheStateofTexas: Two H undred Fifty Three and 63/100------------------- -
Dollars (S_ 2 53 6 3 ) 

Totheownerofthesoil: Two Hundred Fifty Three and 63/100- - ------ - ---------­

Dollars (S 2 5 , 6 3 

Total bonus consideration: Five Hundred Seven and 2 6/1 0 0----------------------­
Dollars (S 5 0 7 , 2 6 

The total bonus consideration paid represents a bonus of 

--------------------------Dollars (S 

Seventy Nine and No/100-----------------
7 9 • 0 0 ) per acre, on6 • 4 21 net acres. 

2. TERM. Subject to the other provisions in this lease. this lease shall be for a term of Five ( 5 ) y e ars from this date 
~g &~led "primary term") and as long thereafter as oil and gas, or either of them. is produced in paying quantities from said land. 
As~ed ifl this lease. the term "produced in paying quantities• means that the receipts from the sale or other authorized commercial use of the substance(s) covered 
e~dl:t~ e._t of pocket operational expenses fo r the six months last past 

•••• 

on • 11 Nlore such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in 
the e • 

C. • • 

at • • • , or its successors (which shall continue as the depository regardless anges in the ownership of 
son 11 1at.11 the amount specified below; in addition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL OFFICE OF THE STATE OF 
TEXAS. AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this paragraph shall operate as are d shall cover the privilege of deferring 
the comJ1¥:ncement of a well for one (I) year from said date. Payments under this paragraph shall be in the foil · g amounts: ...... 

• • 
To the owner oflhe soii: ____ _ __________ ~""'----:--------------------

Doll~ (S _________________________ '"7"..c;_ ________ J 

TotheSuteofTexas=-----------~~~-------~------------------
Doll~ (S _______________ --::_.,...::;__ ________________ J 

TotaJRentaJ:~~------~~~------------~------------------­
Doll~ (S·--------=,......:::=------------------------J 

In a like manner and upon like payments o ers annually, the commencement of a well may be further deferred for successive periods of one (I) year each during 
the primary term. All payments or ers of rental to the owner of the soil may be made by check or sight draft of Lessee, or any assignee of this lease, and may be 
delivered on or before the paying date. If the bank designated in this par~ph (or its successor bank) should cease to ex is~ suspend business, liquidate, fail or 
be succeeded by an r bank, or for any reason fail or refuse to accept rental, Lessee shall not be held in default for failure to make such payments or tenders of 

· (30) days after the owner of the soil shall deliver to Lessee a proper recordable instrument naming another bank as agent to receive such payments 

True and Correct 
copy of 

Original filed in 
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· 4.· PRODUCTION ROYALTIES. Upon production of oil and/o r gas, Lessee agrees to pay or cause to be paid one-half{l/2) of the royalcy- ·· 
provided for in this lease to the Commissioner of the General Land Office of the St.ate of Texas, ai Austin, Texas, and one-half {112) of such royalty to the owner of 
the soil: 

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as all 
condensate/ distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be 

3 _ 1 6ths part of the gross production or the market value thereof. at the option of the owner of the soil or the Commissioner of the 
General Land Office, such value to be determined by I) the highest posted price, plus premium, if any, offered or paid for oil. condensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the 
general area where produced and when run, or 3) the gross proceeds of the sale thereof; whichever is the greater. Lessee agrees that before any gas produced from the 
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional type, or 
other equipment at least as efficient, so thai all liquid hydrocarbons recoverable from the gas by such meartS will be recovered. The requirement that such gas be run 
through a separator or o ther equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (incl uding flared gas), which is defined as all hydrocarbons and gaseous substances not defined 
as oil in subparagrnph (A) above, produced from any well on said lfd (exce.Pt as provided herein with respect to gas processed in a plant for the extrnction of 
gasoline, liquid hydrocarbons or other products) shall be 3 1 6 t ns part of the gross production or the market value thereof, at the option of the 
owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in 
the general area where produced and when run, or the gross price paid or offered to the producer. whichever is the greater; provided that the maximum pressure base 
in measuring the gas under this lease shall not ai any time exceed 14.65 pounds per square inch absolute, and the standard base temperarure shall be sixty (60) 
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the 
most approved method of testing being used by the industry ai the time of testing. 

(C) _ PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be 3 / 1 6 t h s part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the 
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production ofll:sidue gas anribut.able to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee. whichever is the greater. of the 
total plant production of liquid hydrocarbons anribut.able to the gas produced from this lease; provided that ifliquid hydrocarbons are recovered from gas processed 
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest. then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third 
party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas 
and on liquid hydrocarbons shall be determined by I) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the 
general area. or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), 
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not 
been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured fro7 gas (excepting liquid hydrocarbons) 
whether said gas be "casinghead," "dry," or any other gas, by fractionating, burning or any other processing shall be 3 1 6ths part of the 
gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such market 
value to be determined as follows: I) on the basis of the highest market price of each product for the same month in which such product is produced. or 2) on the 
basis of the average gross sale price of each product for the same month in which such products are produced: whichever is the greater. 

S. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maint.ained by production. the royalties 
paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided: otherwise, there shall be due and payable on or 
before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the 
preceding year. If Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of this paragraph, the delay rental amount shall be one 
dollar (S 1.00) per acre. 

~. ROYALTY IN KJND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil o r the Commissioner 
of tM Cit~~ Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any royalties 
acc~u IP such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office's right to t.ake its royalty in 
kin II ~Qq,l \,lfot diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or implied. 
under IJtis lease. 

• • •: • • . NO DEDUCTIONS. Lessee agrees thai all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of •• 4 
producing.Jiathering, storing, separating, treaiing, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and other products 
her.;nd.r JOtady for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements for severance taxes and • •• produc~ion related costs. 

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

9. ROYALTY PAYMENTS AND REPORTS. All royalties not t.aken in kind shall be paid to the Commissioner of the General Land Office at Austin, 
Texas, in the following manner: 

Payment of royalty on production of oil and gas shall be as provided in the rules set fonh in the Texas Register. Rules currently provide that royalty on oil is due 
and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and 
must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, accompanied by the affidavit of the 
owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposition of 
all oil and gas produced and the market value of the oil and gas. together with a copy of all documents, records or repons confirming the ff<e<B~e:tkn, disposition 
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. . • . 
and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines. tanks, 
or pools and gas lines or gas stOrage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and 
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be 
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being 
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or 
S25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or S25.00 whichever is greater. 
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year:.such interest will begin accruing when the royalty is sixty (60) days overdue. 
Affidavits and s:~pponi .. g ~"comc:nts wmch are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is 
effective on the date when the affidavits or supponing documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as 
prescribed by the due date provided herein. Payment o f the delinquency penalty shall in no way operate to prohibit the Stat.e's right of forfeiture as provided by law 
nor act to postpOne the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's ponion of 
the royalty or to that ponion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall armually furnish the Commissioner of the General Land Office with 
its best 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 gas is sold or processed and all subsequent agreemerns and amendments to such contracts within thirty (30) days after entering into or making such contracts, 
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless 
otherwise authorized by Lessee. All other contracts and records penaining to the production, transportation, sale and marketing of the oil and gas produced on said 
premises, including the books and accounts, receipts and discharges of all wells. tanks, pools, meters, and pipelines shall at all times be subject to inspection and 
examination by the Commissioner of the General Land Office, the Anomey General. the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Wrinen notice of all operations on this lease shall be submined to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover. re~ntry, temporary abandonment or plug and abandonment of any well or wells. Such 
wrinen notice to the General Land Office shall include copies ofR.a.ilroad Commission forms for application to drill . Copies of well tests, completion reports and 
plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or 
other filings that reference this lease or any specific well on the leased premises and that are submined to the Texas Railroad Commission or any other governmental 
agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission rules. any signage on the leased premises for the purpose of 
identifying wells, tank baneries or other associated improvements to the land must also include the word "State. • Lessee shall supply the General Land Office with 
any records, memoranda, accounts, repo rts. cunings and cores, or other information 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 
bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of 
the log o f each survey on each well to the General Land Office within fifteen (I 5) days after the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever repons. documents or other materials are not filed in the General Land Office when 
due. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in the General 
Land Office. 

II . DRY HOLEJCESSA TION OF PRODUCTION DURING PRIMARY TER>\.1. If. during the primary term hereof and prior to discovery and production 
of oil o r gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or 
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from 
date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon. or pays or tenders the next 
artnual delay rental in the same manner as provided in this lease. If. during the last year of the primary term or within sixty (60) days prior thereto. a dry hole be 
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without funher operations 
until the expiration of the primary term: and if Lessee has not resumed production in paying quantities at the expiration ofthe primary term, Lessee may maintain this 
lease by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of 
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the 
expi'lt~~".<f sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto 
termiute. K at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in 
ac~l'tliMOC :'ith the shut-in provisions hereof . .... 

• 12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the expiration of the primary term, neither oil nor gas is being 
prodU&~art said land. but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said well or for 
drillTng.o,. r' working of any additional well are prosecuted in good faith and in worlananlilce marmer without interruptions totaling more than sixty (60) days during 
any OQ~sucll operation. and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or 
payrfl~ttUhut-in oil or gas well royalties or compensatory royalties is made as provided in this lease . 

• 
lJ. CESSATION. DRILLING. AND REWORKING. If. after the expiration of the primary term, production of oil or gas from the leased premises, after 

on~~. should cease from any cause. this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days 
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in workmanlike marmer without 
intenuptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas. the lease shall remain in full force and 
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil o r gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by Jaw. lfthe drilling or reworking operations result in the completion of a well as a dry hole, the lease will not 
terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease 
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without intenuptions totaling more 
than sixty (60) days. Lessee shall give wrinen notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHliT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that. until being shut in, was being maintained in 
force and effect, a well capable of producing oil or gas in paying quantittes is located on the leased premises, but oil or gas is not being produced for lack of suitable 
production faci lities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the artnual JFF!r~d in the 
lease, but not less than Sl.200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 ofthi~o2l'r+e\ e •tY a delay rental 
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar (Sl.OO) per acre. To < ctive. each ini~p)lt-G il qr gas royalty 
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must be paid on or before: (I) the expi.ration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises. or (3) 60 days 
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest Such payment shall be made one-half(112l 
to the Commissioner of the General Land Office and one-half{l/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be 
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month 
fo llowing the month in which production ceased. and, after that. if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the 
lease for four more successive periods of one {I) year by paying the same amount each year on or before the expiration of each shut-in year. 

IS. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and 
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any 
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective 
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory 
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing 
reservoir and within one thousand {1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half{l/2) to the Commissioner of the 
General Land Office and one-half { 112) to the owner of the soil , beginning on or before the last day of the month following the month in which the oil or gas is 
produced from the well causing the drainage or that is completed in the same producing reservoir and located with.in one thousand {1.000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
difference within thirty {30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in 
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset 
wells as provided i.n Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's wrinen approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. 

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

{A) VERTICAL. In the event this lease is in fo rce and effect two (2) years after the expirntion date of the primary or extended term it shall then terminate 
as to all of the leased premises, EXCEPT {I) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well 
capable of producing in paying quantities {including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in 
continuous drilling or reworking operations. or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151-
52.153, or {3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules 
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. I fat any time after the effective 
date of the partial termination provisions hereof. the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is 
thereafter allocated to said well or wells for production purposes. this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for 
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of 
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph I hereof, together with easements and rights-<>f-way for existing 
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph I hereof {"the retained lands"), for access to and from the 
retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

(B) HORIZONTAL. In the event this lease is in force and effect two {2) years after the expirntion date of the primary or extended term it shal l further 
terminate as to all depths below I 00 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in Paragraph 16 (A) 
above, unless on or before two {2) years after the primary or extended term Lessee pays an amount equal to one-half(l/2) of the bonus originally paid as 
consideration for this lease (as specified on page I hereof). If such amount is paid. this lease shall be in force and effect as to such deeper depths. and said 
termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths 
covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical. be in the form of a square with 
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial 
termi~II~&Cthis lease as provided herein. Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or 
depths rfot retlaned hereunder. The recorded release. or a certified copy of same. shal l be fi led in the General Land Office, accompanied by the filing fee prescribed 
by theJ!e'tlt~ Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety {90) 
days aft!.-tMng requested to do so by the General Land Office. then the Commissioner at his sole discretion may designate by wrinen instrument the acreage and/or 
depths to~ released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the 
Gener;;J<L~! }>ffice and such designation shall be binding upon Lessee for all purposes. .. . 

•• 17.• 0FFSET WELLS. Neither the bonus. delay rentals. nor royalties paid. or to be paid, under this lease shall relieve Lessee of his obligation to protect 
the oil ~d g.;under the above-<lescribed land from being drained. Lessee, sublessee. receiver or other agent in control of the leased premises shall drill as many 
wells as ~ facts may j ustify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
addition, if oil .and/or gas should be produced in commercial quantities within I ,000 feet of the leased premises, or in any case where the leased premises is being 
drainecf Gy pr"o6tuction of oil or gas, the Lessee, sublessee. receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or 
wells upon the leased premises within I 00 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing 
in commercial quantities and shall prosecute such drill ing with diligence. Failure to satisfy the starutory offset obligation may subject this lease and the owner of the 
soil's agency rights to forfei rure. Only upon the determination of the Commissioner of the General Land Office and with his wrinen approval may the payment of 
compensatory royalty under applicable starutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith eiTo~ Lessee is prevented from complying with any express or implied covenant of this lease, from 
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots. strikes, acts of God, or 
any val id order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee 
shall not be liable for damages for failure to comply with such covenants: additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drilling and reworki ng operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the 
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or rework{"{Jo~~~€1PJI9(tibn of oil 
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in 
payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage. taxes or other liens 
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the 
rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
described land, whether or not Lessee's interest is specified herein, then the royalties and rental he~ in provided to be paid to the owner of the soil shall be paid to him 
in the proportion which his interest bears to the enure undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the 
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of 
the General Land Office. Lessee or his authorized representative must submit to the Commissioner of the General Land Office a wrinen statement which explains the 
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land 
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production · 
cost allocable to such undivided interest However. in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production 
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/ 16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If. during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.151 -52.154, or 
if, at any time after the expiration of the primary term or the extended term. this lease covers a lesser number of acres than the total amount described herein. 
payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that 
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the 
boundaries of a pooled unit. or, if after the expiration of the primary terrrt the number of acres actually retained and covered by this lease. 

21 . USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water from wells or 
tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for waterflood operations 
without the prior consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property, improvements, 
livestock and crops on said land. 

23. PIPELINE DEPTH. 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 barn now on said premises without the 
written consent of the owner of the soil. 

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing, pollution of coastal wetlands, natural waterways. rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent 
spillage, seepage or ground water contamination. In the event of pollution. Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other 
pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits 
and tank baneries 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 
slush pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises. keep said 
premises free of all rubbish. cans, bottles. paper cups or garbage. and upon completion of operations shall restore the surface of the land to as near its onginal 
condition 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 and remove casing, within one hundred twenty (120) days after the expiration or the termination of this 
lease unless the owner of the soil grants Lessee an extension of this 120-<lay period. However, Lessee may not remove casing from any well capable of producing oil 
and gas in;aying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General L:•: ~~ and to ~e owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, o r casing which are not timely removed by Lessee 
under the terms of th1s paragraph . 

•••• . . 
•••• 27. (A) ASSIGNMENTS. Under the conditions contained in this pa.ragraph and Paragraph 29 of this lease, the rights and estates of either party to this 

lease Pnay be assigned, in whole or in part. and the provisions of this lease shall extend to and be binding upon their heirs, devisees. legal representatives, successors 
an~~· However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges 
and !~tef of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
di~!!e~ i~ownership of the land. rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs. devisees, legal 
represenl'!l!lves or assigns) furn ishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a 
certif~d copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall. to the extent of the interest 
ass.j!jn.e~~~lieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and 
optie n to !'BY rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of 
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a 
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any 
prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in part by 
assignment without the prior written approval of the Commissioner of the General Land Office. this lease is void as of the time of assignment and the agency power 
of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the assignee is: 

(I) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; 
C5> a partner or emptoyee in a partnership which is the owner of the soil: r rue and Correct 
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver. or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the owner of the soil 
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or portions. and be 
relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced 
by the proportion that the surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release will 
not relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. I fall or any part o f this lease is assigned or released. such assignment or release must be recorded in 
the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the county in which the 
instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fee. If any such 
assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office. 

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

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized 
agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail to file reportS in the manner 
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board. or the Railroad Commission. or if 
Lessee should refuse the proper authority access to the records pertaining to operatiorts. or if Lessee or an authorized agent should knowingly fail or refuse to give 
correct information to the proper authority. or knowingly fail or refuse to furnish the General Land Office a correct log of any well. or if Lessee shall knowingly 
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights 
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a 
forfeiture, and when forfeited the area shall again be subject to lease under the terms o f the Relinquishment Act. However, nothing herein shall be construed as 
waiving the automatic termination of this lease by operation oflaw or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this 
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future 
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered 
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the 
State. in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security 
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
proceeds are held by Lessee or by a third parry, and all fixtures on and improvements to the leased premises used in connection with the production or processing of 
such leased minerals in order to secure the payment of nil royalties or othe~ amounts due or to become due under this lease and to secure payment of any damages or 
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be 
foreclosed with or without court proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby 
represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of 
this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

• •• ••• • 
• 3.,. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold 

or minlfi'VIitl~erest fo r the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land 
BoarJ .odie Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources 
Code 5i . l 5 1·52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural 
Resour-.Gode 52.152. 

• • • •• • 
• • JS. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil. their officers, employees. partners, agents, 

contnft:~~ •• Dbcontractors, guests, invitees, and their respective successors and assigns. of and from all and any actions and causes of action of every nature, or other 
harm, inGjuding environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the 
activities of t,;ssee, its officers. employees, and agents arising out of, incidental to, or resulting from, the operations of or fo r Lessee on the leased premises 
hereu • • 'tJt~at may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liabie 
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil. 
their officers, employees and agents, their successors or assigrts, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), 
costs and expenses. or other harm for which recovery of damages is sought. under any theory including tort, contract, or strict liability. including anomeys' fees and 
other legal expenses, including 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 of Lessee's activities on the leased premises; those arising from 
Lessee's use of the surface of the leased premises: and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement or any other net or om is~ ion 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 therein. agrees to be liable for. exonerate, indemnify, defend and hold harmless the State of 
Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with the activities of Lessee. its officers, 
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIO S 
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS A.."ff W.r,t"li.O.lfrli~~T..(l) 
THE CAUSE OR CAUSES THEREOF (EXCL UDING PRE-EXISTING CONDITIONS), STRJCT LIABILITY ,A '" E EGL'fC'EtJ,C~~re Y PARTY 
OR PARTIES (INCLUDING THE NEGLIGENCE Of THE INDEMNIFIED PARTY), WHETHER SUCH m2 GkR_ E BE SOL~,Yt1 , d . n 
CO CURRENT , ACTIVE, OR PASSIVE. * ~\, ·,. Qrigina I e I 
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36. ENVIRONMENTAL HAZARDS. 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 contarninanL Lessee shall not bring or penn it to remain on the leased premises any asbestos 
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes. hazardous materials, hazardous substances (as L'le tenn "Hazardous 
Substance" is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA). 42 U.S.C. Sections 9601, et seq.), or toxic 
substances under any federal, state, o r local law or regulation ("H?z~r~Ot!S ~1ll:~l!s"), ;:x:;.::p: ord:nary (JhJducts commonly used in connection with oil and gas 
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLA TIO OF THE FOREGOING PROHIBITIO 
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY. HOLD HARMLESS AND 
DEFEND THE STATE OFTEXASANDTHE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, J DGMENT . PE ALTIES. 
LIABILITIES. A D COSTS (INCLUDING REASONABLE A TIORNEYS' FEES AJ"'D COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROHI BITIO OR (li) THE PR£SE CE, RELEASE. OR DISPOSAL OF ANY HAZARDOUS MATERIALS 0:\': 
UNDER, OR ABOUT THE LEASED PRE~USES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP. REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMlNATIO AND DAMAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN. 0 • UNDER. OR ABOUT THE LEASED PREMISES DURING LE SEE'S 
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS 
INDEMNlFICA TION AND ASSUMPTION SHALL APPLY, BUT IS OT LIMITED TO, LIABILITY FOR R.ESPO SE AcriO S UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF 
TEXAS AND THE OWNER OF THE SOIL WRllTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THJS PARAGRAPH. UPON 
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A OTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO HAZARDOUS MA TERL"-LS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGn. TIO S OF LESSEE 
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATIO • FOR ANY R.EASO • OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52. 190. commonly known as the 
Relinquishment Act, and other applicable statutes and amendments thereto. and if any provision in this lease does not conform to these statutes. the statutes will 
prevail over any nonconforming lease provisions. 

38. EXECliTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the 
General Land Office of the State ofTexas. 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 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 
Clerk in any county in which all or any part of the leased premises is located. and certified copies thereof must be filed in the General Land Office. This lease is not 
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 Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised 
for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office. 

TITLE: _ ___ --::---:--r-------

DATE:_-'--/---L1_-cJ__.7'------
• •••••• 

STAi'E OFTEXAS 
•••• 

BY:• •'#;_~ Cbvn~'"'h7~ 
lndividtally and as agent for the State of Texas Cynthia Ann 
Me.e~, a widow 

•• • 

ST AT2'0F TEXAS 
• •••••• 

BY: • • 
Individually and as agent for the State of Texas 

Date: _ ________ _ _______ _ 

STATE OF TEXAS 

BY.~~--~----~~~--~---------­
Warren Individually and as agent for the State of Texas 

Date: ______ ___________ _ 

STATE OF TEXAS 

BY:~~--~----~~~--~~-------­
Individual ly and as agent for the State of Texas 

Date: _____________ _ _ _ _ _ 
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copy of 

Onginc.l filed in 
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ST~TEOF __ ·-------------------- (CORPORATION ACKNOWLEDGMENl) 

COUNTYOF ____________________ _ 

BEFORE ME. the undersigned authority, on this day personally appeared ______________________________________________ __ 

known to me 10 be the person whose name is subscribed to the foregoing instrument.. as _____________________________________ .of 

~~-------~----------------------------------~--~~---~~--~~~Mdac~owkdgediOmethuheexecu~dthesame 
for the purposes and consideration therein expressed, in the capacity stated. and as the act Md deed of said corporation. 

Given under my hand and seal of office this the ______ day of _ _ ________ _.. 19 __ . 

STATEOF ____ T_E_X_A~S __________ _ 

COUNTY OF_-JMil!J.J.!..LD.l-'IL..·.t~A..l)N.._.p.,~_ ________ _ 

Not.a.ry Public in and for-------------

(~:10m{ ACKNOWLEDGMENT) 
INDIVIDUAL 

BEFORE ME, the undersigned authority, on this day personally appeared. ____ ~C::.:l=a:....Y.__..::J:..:o=h:.:nc.:.:=s:..::O::.:n::.:.... _______________ __ 

~own 10 me to be the person whose name is subscribed 10 the foregoing instrument.. aKXXXXXXXXXXXXXXXXXXXXXXXXXXXmc 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX and ac~owledged to me that he executed the same 
for the purposes and consideration therein expressed, j{l:®( ~l*~C1! )W(e)(.~)(!M.I}¢ X«~««~ X~~cX:c}{r)(o:»){<N.X 

Given under my hand and seal of office this the. __ 7 __ ....;day of January • lg::__l_Q 01 

Not.a.ry Public in and for ___ T_e_x_a_s ____ ~ 

STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTYOFQ~ 
Before: me. the undersigned authority, on this day personally appeared Cynthia Ann Warren Meeks , 

a w1.dow 
~own to me to be the persons whose names are subscribed to the foregoing instrument.. and ac~owledged to me that they executed the same for the purposes and 
consideration therein expressed. 

Given under my hand and seal of office this the.~c2~,..,CJ-L-..,zK::L.J""'''---day of_~~?:f.~&'-::::E.~U~:!:::::::... ___ __, 4-9-~ 00 . 

• •••••• • • 

••• 
(IND!VlDUAL ACKNOWLEDGMENT) 

COUNW_9f ~ 
• · ~efO:C me. the undersigned authority, on this day personally appeared~~~ • •• 

lcnown to me to be the persons whose names are subscribed to the foregoing instrument.. and ac~owledged to me that they executed the same for the purposes and 
::onsider•li~til:rein expressed. . . ~ 

Given under my hand and seal of office this the cfD&.. ~ day of~ 

Not.a.ry Public in and for _____________ _ 

True and eorreet 
copy ot 

Qnginal tiled In 
Reeves C~~nty 

Clerks OtiiC8 
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EXHIBIT "A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED NOVEMBER 16, 2000, BY 
AND BETWEEN CYNTHIA ANN WARREN MEEKS, A WIDOW, LESSOR, AND CLAY JOHNSON, AS LESSEE, AND 
COVERING ALL OF SECTIONS, SAVE AND EXCEPT THE NW/4 NW/4 AND THE S/2 NE/4, BLOCK 58, PSL SURVEY, 
REEVES COUNTY, TEXAS. 

40. Notwithstanding anything to the contrary contained in Paragraph Three (3) of this Lease, for all purposes 
this lease shall be a fu lly Paid-Up Oil & Gas Lease. Delay Rentals have been paid in full with th.e Bonus 
Consideration tendered herein. Delay Rental payment was based on a $1.00 per net mineral acre per year for Four 
(4) Years. Concluding a $4.00 per acre Pd-Up Rental Payment was made in advance for the four (4) Year Period on 
the net mineral acres indicated in this Lease . 
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rune nr:vvun\...tr:v, L.r. ~ 

ACOUISIT~~~ER OF THE GENERAL LAND OFFICE 3/612001 
PARAGON #299:Lease Bonus Payment in fu ll of 1/2 lease bonus consideration due the 

State of Texas for execution of Paid-Up Oil and Gas 
Lease dated December II , 2000. by and between The tate 
of Texas by Agent Caroline Louise Walton, dealing in her 
so le and separate property, Lessor. and Clay Johnson, 
Lessee, covering all of Section 5, Save and Except the 
NW/4 NW/4 and the S/2 NE/4, Block 58, Public School 
Land Survey, Reeves County, Texas. 

(This lease covers lands in the Mcilvain Prospect No. 681 
carved out of the Paragon Prospect.) 

Checking Lease Bonus Consideration 

PURERESOURCES, LP. 

ACOUISIT~-tti_~~R OF THE GENERAL LAND OFFICE 3/6/200 1 
PARAGON #299:Lease Bonus 

~-
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Payment in full of I /2 ase bonus consideration due the 
State of Texas fore ' cut ion of Paid-Up Oil and Gas 
Lease dated Dece ber II . 20~. by and between The State 
of Texas by A nt Caroline Louise Walton, dealing in her 
sole and sepa tc property, Lessor, and Clay Johnson. 
Lessee, cove ng all of Section 5, Save and Except the 
NW/4 NW/4 and the S/2 NE/4, Block 58, Public School 
Land Survey, Reeves County, Texas. 

(This lease covers lands in the Mcilvain Prospect No. 681 
carved out of the Paragon Prospect.) 

Checking Lease Bonus Consideration ••• • ••• ... • • . • • . • . • • • • • • . • • . . • • •• • . . . • •• . • • • • ••• 

UU~bbj 

69.53 

Of 030488 
( d-\ 

69.53 

O~§J363 

K 69.53 
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ACQUISIT~if§gjlljNER OF THE GENERAL LAND OFFICE 3/6/2001 

PARAGON #299:GLO Filing Fee 

Checking GLO Filing Fees 

PURERESOURCES, LP. 

Fi ling Fee due the Stale of Texas fo r Paid-Up Oil and Gas 
Lease dated December I I, 2000, by and between 
The State of Texas by Agent Caroline Louise Walton, dealing in 
her sole and separate property, Lessor, and Clay Johnson, 
Lessee, covering all of Section 5, Save and Except the 
NW/4 NW/4 and the S/2 NE/4, Block 58, Public School 
Land Survey, Reeves County, Texas. 

(This lease covers lands in the Mcilvain Prospect No. 681 
carved out of the Paragon Prospect.) 

ACQUISIT~ffili~ER OF TH E GENERAL LAND OFFICE 3/6/200 1 
PARAGON #299:GLO Filing Fee 

Checking GLO Filing Fees 

Filing Fee due the Stale of Texas for Paid-Up tl and Gas 
Lease dated December I I, 2000, by and b een 
The Stale of Texas by Agent Caroline ouise Walton, deal ing in 
her sole and separate property, Le r, and Clay Johnson, 
Lessee, coveri ng all of Section , Save and Except the 
NW/4 NW/4 and the S/2 N 4, Block 58, Publ ic School 
Land Survey, Reeves C nty, Texas. 

(This lease covers lands in the Mcilvain Prospect No. 681 
carved out of the Paragon Prospect.) 

... • ••• ••• • • • • • • • • . • • • . . • • • • • • • • •• • • • • • • •• • • • ••• 
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March 9, 2001 

Mr. Drew Reid 
Texas General Land Office 
Stephen F. Austin Building 
1700 North Congress Avenue 
Austin, Texas 78701 

VIA FEDERAL EXPRESS 

Re: Relinquishment Act Oil and Gas Lease dated December 11, 2000, by and between The 
State of Texas by Agent Caroline Louise Walton, dealing in her sole and separate 
property, Lessor, and Clay Johnson, Lessee, covering all of Section 5, Save and Except 
the NW/4 NW/4 and the S/2 NE/4, Block 58, Public School Land Survey, Reeves 
Coun 'F as. 
Paragon Pr o. 
Mine ile No. 100099 

Dear Mr. Reid: 

With reference to our previous correspondence pertaining to the acreage covered by the 
captioned Oil and Gas Lease, enclosed please find the following for your files and further 
handling: 

1. Certified copy of Oil and Gas Lease dated December 11, 2000, by and between 
the State of Texas, acting by and through its Agent, Caroline Louise Walton, 
dealing in her sole and separate property, referred to as the owner of the soil, 
Lessor, and Clay Johnson, Lessee, covering the captioned lands in Reeves 
County, Texas, which has been duly filed under Clerk's File No. 0553 to be 
recorded in the Oil and Gas Lease Records of Reeves County, Texas. 

2. Pure Resources, L.P. Check No. 5663 made payable to the order of 
Commissioner of the General Land Office of the State of Texas in the amount 
of$69.53, representing payment in full of lease bonus consideration (1/2 due the 
State of Texas) for the above mentioned Oil and Gas Lease. 

3. Pure Resources, L.P. Check No. 5664 made payable to the order of 
Commissioner of the General Land Office of the State of Texas in the amount 
of $25.00, representing the required filing fee for handling this matter. 

Approval of the terms and provisions in leases covering the captioned lands was given on 
August 11, 1999, under Mineral File No. M-100099. 

500 West Illinois Midland, Texas 7970 I office.· 915.498.8600 

... . ··: ·:· 
: : : . : 
• • • • • web: www.purao o¥rcss. co rtf . • : • • • 

• • • • • • • ••• 



Texas General Land Office 
Mr. Drew Reid 
Page-2 
March 9, 2001 

" 

Please acknowledge receipt of this letter and enclosures by signing, dating and returning one 
(1) copy of this letter in the self addresses and stamped envelope. If additional information is 
required, please do not hesitate to contact the undersigned. Thank you for your continued 
cooperation and courtesy in this matter. 

WJB/dw 
Enclosures 

Very truly yours, 

RECEIVED TillS DAY OF _____ , 2001. 
TEXAS GENERAL LAND OFFICE 

BY ________________________ __ 

Drew Reid 

••• • • • • • • • • • •• •• • • • • 

••• ••• • • • • • • • • •• • • 
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General La nd Office 
Relinq uish mat A ct Lc:tse Fa r m 
Revised. Sep tember 1997 

PAID- UP 
O LL A."'D GAS LEAS E 

THlS AGREE~I is made and entered into this 11 day of Dec · 1~2 0 0 Cbetw~ the Swc ofTep.s, acting by and through its 
agent._~C;.;;ai'"ir5-o~l:.:;i:-:n~e=-::::-::L::o:Tu=Ti:.:s~e;:;-;:;...:..W;..:a::..l;,;,_:ct....:o_n_.:...,___,d~e=a~I::...:1:::... n:..:..::JqL........:17n:..:_..:.h:....:e::.:r=--....:s:....:o:....I:::....::e_· ....:a...:..n_ta-'--_s_e-"-p_a_r_a_ t:_ ee--'p,__r _o_,p'-e_r _· t-= 'Y=-----
___ 74~2~3~~L~e~o~n~a~r~d~L~a~n~e~~~~~~r------of _____________________________________ ~-----
_ _ _.N.._o""""r...Jt.._ho..o.:;gul!L.:e~n~n.!..L., --.::C:::.:o=l~o~r=-a=d:..:O:::.._~B;...:0:....:2=3-=3:......:-:::-:----::------:-:----:-----------------·said agcm 

(Give Permanent Address) 
herein referred 10 as the owner of the soil (whether one o r more}, and Clay Johns on 

--------------------· ------------------------~2~0~3~w~~w~a~l~l~.~s~u~i~t~e~~8~0uOL-_____________ or 
M j dland . T e x as 79701 

(Give Permanent Address) 
hereinaftu t:l.lled ~c. 

I. GRANTING CLAUSE. For and in consideration of the amountS Stated below and of the covenantS and agreementS 10 be paid. kept and performed by 
Lessee under this lease, the Swc of Texas acting by and through the owner o f the soil. hereby grantS. leases and le tS unto Lesse e, for the sole and only Pllfl>OSe of 
prospecting and drilling fo r and prodccing oil and gas. laying pipe lines. building t.lnks. storing o il and building power stations. telephone lines and other Stl'UC!l.lreS 

thereon. to produce. save. take care o f, tre:u and transport said productS of the lease. the fo llowing lands situated in Reeve s Counry. State 
o fTcxas. IO· Wit: 

All of Sect ion 5 , S A VE AND EXCEPT the NW/4 NW/4 a nd t h e S / 2 NE / 4 , 

Block 58, Public School L and S urve y 

containing 52 0 . 1 3 acres. more or less. The bonus consideration paid for th1s lease is as follows: 

To the State ofTexas: _ _ S...ui ... xtlo...l.t..Jy~-::...~..n~...l.._· un ..s;e._ ... a....,nJ..ld..._~S.t...3..LL/_1L..Olo.UoO<...:-=-=--=-:...:-=-=--=-:...:-=-:.:-::.;-=-:.:-=-=--=-:...:-=-:.:-::.;-=-:...:-=-=--=-:...:-=-:.:-::.;-=-:.:-::.;-=-=-:.:-=---
Dollars (5 -----'6o...:l9'--5~3 _ __ ___;) 

To the owner of the soil: S i xty- nine and 5 3 / 1 00 -------------- - -------- - ------ -
Dollars (5 _ _ _.6.._9..,___5'-3,___ _ _____ ) 

Tot.:ll bonus cons ideratio n: One Hundre d T hi r ty-ni n e and 0 6 / 10 0 ----------- - -- -- -

Dollars (5 _ _ :...=~'--='~-----' 

The tot.:ll bo nus consideration paid representS a bonus of S eventy - seve n and N o / 1 0 0 - - --- - -- --- - --- -
_______________ .Dollars (5 7 7 • 0 0 ) per acre, on 1 . 8 0 6 net acres. 

2. TERM. Subject to the other provisions in this lease. this lease shall be for a term of __ T....,....,h_r--:-e_e_ ....,(.:.._3....;)'-,.-_,Y'-e-a_r_ s _ From this date 
(herein called "primary term") and as long the:eafte r as oil and gas. or either of them. is produced in paying quantities from said land. 
As used in th1s lease. the term "produced in paying quantities" means that the rece1pts from the sale or other authorized commercial use o f the subst.ance(s} covered 
exceed out of pocket O'Pe rauonal expenses fo r the six months last paSL 

* S ee Exhibit " A " a tta c hed f <:?r P d- Up Dela Rental P rovi s i on s hown a s . . 40 

on or before such anniversary date Lessee shal l pay or tender to the owner of the soil or 10 his credit in 

the------------------------------------------~~------~~~~~--~--~~--~------~--~~~~ 
at or itS successors (which shall co ntinue as the depository regardless o f es in the ownership of 
said land). the amount speci fied below; in addition. Lessee shall pay or tender 10 the COMMlSSIOI'oi"'ER OF THE GENERAL FlCE OF THE STATE OF 
TEXAS. AT A USTIN, TEXAS. a like sum on or before said date. PaymentS under this paragraph shall operate as a ren shall cover the priv ilege o f deferring 
the commencement of a well for o ne (I} year from said date. Payments under th1s p~h shall be in the folio · ,. amountS: 

To the owner of the so ii: ___________ ______ '7',....::: _ _ ~----------------------
Dollars (S _ _______ _____ ':7'""""-----..J 

To theSta~ ofTexas: ___________________ ~~~--------------~------------------------------------
Dollars (5 _ _ _ _ ______ ~.c;, ____ ____ --..J 

To~RencJ =---------------~~~------------------------~------------------------------------
Dollars (5 _ _ _ _ ~.c;, _ _ ___________ ___, 

In a like manner and upon like paymen e:~ders annually, the commencement of a well may be further deferred fo r suc~essive periods of o ne (I) year each during 
the pnmary term. All paymen enders of rental to the own~r of the soil may be made by check or si ght draft of Lessee. o r any assignee of this lease. and may be 
delivered on or befo re c:nt.:ll paying date. If the bank designated in this paragraph (or itS successor bank) should cease to exist. suspend business, liquidate. fai l or 
be succeeded · other bank, or for any reason fail or refuse to accept ren~. Lessee shall not be he ld in deiault fo r failure 10 make such paymentS or tenders of 

irry (30} days after the owner of the soil shall de liver 10 Lessee a proper recordable instrument naming another bank as agent to receive such payme:~ts 
TtlJi::f ciAS OGHBst 

... . 
• • • • • • :. : : . 
• • 

••• • • • • • • 

••• • • • •• • 

• • • • • • ••• 

.. ~~~u; copy of 
; .. Original filed in 

'(. 'i' Reeves County 
r~cO riPrh.s Office 



. 4.. . PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Lessee ag=:s to pay or cause to be paid one-half ( 112) of the royalty 
prov1ded fo r 1n th1s lease to the Commissioner of the General Land Office of the State of Texas, at Austin. Texas, and one-half(\12) of such royalty 10 the owner of 
the soil : 

(A) OU.. Royalty payable on oi l, which is defliled as including all hydrocarbons produced in a liquid form at the mouth of the well and also as all 
condensate, dislillate1 and o ther liquid bydroCJ.rbons ~cove~d from oil or gas run through a separator or other equipment. as he~inafter provided. shall be 

1 I 1 f' '= h S :-Part of the gross production o r the market value the~of. at the option of the owner of the soil or the Commissioner o f the 
General Land Office, such value 10 be determine d by I) the higheSt posted pric: , plus p~mium.. if any, offe~d or paid for oil. condensate, distillate. or other liquid 
hydrocarbons. respectively, of a lilce type and gravity in the gener.ll ~a where produced and when run. or 2) the highest market price the~of offe~d or paid in the 
general area whe~ produced and when run. o r 3) the gross proceeds of the sale the~of. whichever is the greater. Lessee agrees that before any gas produced from the 
le ased p~mises is sold. used o r processed in a plant. it will be run free of COSt 10 the royalty owne~ through an adequate oil and gas separator of conventional type: or 
other equipment at least as efficient. so that all liquid hydrocarbons ~cover.lble from the gas by such means will be ~covered. The ~qui~:nent that such gas be run · 
through a separ:uor or other equipment may be waived in writing by the royalty owne~ upon such terms and conditions as they p~scribe 

(B) NON PROCESSED GAS. Royalty on any gas (including fl~d gas), which is defined as all hydrocarbons and gaseous substances not defined 
as oil in subparagmph (A) above, produced from any we ll on said land (except as provided he~in with respect 10 gas processed in a plant fo r the eXtr.lction of 
gasoline. liquid hydrocarbons or other products) shall be 3/1 6 th S part of the gross production or the market value the~of. at the option of the 
owner of the soil o r the Commissioner of the General Land Office, such value 10 be based on the highest market price paid or offe~d for gas of comparable quality in 
the general area whe~ produced and when run. or the gross price paid or offered 10 the producer. whichever is the greater. provided that the maximum p~ssure base 
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the S'Wldard base temperatUre shall be sixty {60) 
degrees Fahrerthe it. correction 10 be made for pressure according 10 Boyle's Law, and fo r specific gravity according 10 tests made by the Balance Method or by the 
most approved method of teSting be ing used by the industry at the time of teSting. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the ~covery of gasoline or other liquid hydrocarbons 
shall be 3 /1 6 t h s part of the ~sidue gas and the liquid hydrocarbons extracted o r the market value the:-eof. at the option of the 
owner o f the soil or the Commissioner of the General Land Office. All royalties due he~in shall be based on one hund~d percent (100%) o f the total plant 
production of residue gas amibutable to gas produced from this lease. and on fifty percent (50%), or that percent accruing to Lessee. whichever is the greater. of the 
tOtal plant production ofliquid hydrocarbons amibutable 10 the gas produced from this lease: provided that if liquid hydrocarbons are ~cove:-ed from gas proc: ssed 
in a plant in which Lessee {or its parent. subsidiary or affiliate) owns an interest. then the percentage applicable to liquid hydrocarbons shall be iifty percent (50%) or 
the highest percent accruing 10 a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third 
party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The ~specuve royalues on ~sidue gas 
and on liquid hydrocarbons shall be determined by I) the higheSt market price paid or offe~d for any gas {or liquid hydrocarbons) ofcompat:!ble quality in the 
general area. or 2) the gross price paid o r offe~d for such ~sidue gas (or the weighted average gross selling price for the ~spective grades of liqu1d hydrocarbons), 
whichever is the greater. In no event. however. shall the royalties payable under th1s patagr:lph be less than the royalties which wo uld have !lee:-~ due had the ps not 
been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black. sulphur or any other products produced or manufactured from Jas (excepung liqu1d hydrocarbons) 
whether said gas be "casinghead," "dry." or any other gas. by fractionating, burning or any other pro=sing shall be 3 1 6 t h s pan of the 
gross production of such products. or the market value the~of. at the option o f the owner of the SOil or the CommiSSIOner of the G.:neral Land Office. such market 
value to be detenmned as follows: I) o n the basis of the h1ghest market pnce o f each product fo r the same month in which such product is produced. or :!) on the 
basis of the average gross sale price of each product for the same month in which such products are produced: whichever is the gre:uer. 

5. MINIMUM ROYALTY. During any year after the expirauon of the pnmary term of this lease, if this lease is maintained by producuon. the royalties 
paid under this lease in no evem shall be less than an amount equal to the total annual delay rental herein provided: otherwise. there shall be due and pa~able on or 
before the last day of the month succeeding the atUlive~ary date of this lease a sum equal 10 the tOtal atUlUal ~ntal less the amount o f royal ues paid during the 
preceding year. If Paragraph 3 of this lease does not specify a delay ~ntal amo unt. then fo r the purposes of this paragraph. the delay ~ntal amoum shall be one 
dollar (S 1.00) per ac~. 

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease. at any time or from time 10 time, the owner of the soil or the Commissioner 
of the General Land Office may, at the option of e ither, upon not less than sixty (60) days notice to the holder of the lease. ~quire that the payment o f any royalties 
accruing to such royalty owner under this lease be made in kmd. The owner of the soil's or the Commissioner of the General Land Office 's nght to take its royalty in 
kind shal l not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations. whether express o r implied. 
under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be Without deducuon for the cost of 
producing, gathering, storing, separating, treating, dehydrating, compressing, processing, tr:lnsporting, and otherwise ma.k in~ the o il. gas and o ther products 
hereunder ~ady for sale or use. Lessee agrees to compute and pay royalties on the gross value received. including any ~imb~ements for se verance caxes and 
production ~lated costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may rep~sent this lease's proportionate share o f any fue l used tO 
process gas produced he~under in any processing planL Notwithstanding any other provision of this lease. and subject 10 the written consent o f the owner of the soil 
and the Commissioner of the General Land Office. Lessee may ~cycle gas for gas lift purposes on the leased p~mises or for injection into an~ oil or gas producing 
formation unde rlying the leased p~mises after the liquid hydrocarbons contained in the gas have been ~moved; no royalties shall be payable on the ~cycled gas 
until it is produced and sold or used by Lessee in a manner which entitles the royalty owne~ 10 a royalty under this lease. 

9 ROY A.L TY PA YME!'ITS .-\."10 REPORTS. All royalties not taken in kind shall be paid 10 the Commissioner of the General Land Office at Austin. 
Texas, in the following matUler: 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty o n oil is due 
and must be ~ceived in the General Land Office on o r befo~ the 5th day of the second month succeeding the month of production. and royaJty on gas is due and 
must be ~ceived in the General Land Office on or befo~ the l5th day of the second month succeeding the month of production. accompanied by the at'!idavit of the 
owner. manager or other authorized agent. completed in the fo rm and manner prescribed by the General Land Office and showmg the gross arnou\lt.i!{ld dis..P~lu~n of 
all oil and gas produced and the market value of the oil and gas. together w1th a copy of all documents. ~cords or ~ports nfirmmgiulutro8fP~~!iiif.l:ii~siUOn 

••• • or. f • • • ··: ••• • ,:.t. r .. ., copy 0 

!. ! ! · : ·. ! · :. · ;~~ Original flied in 
• • • :· :.. ..~_,f... Reeves County 

·" Clerk~ Office 



. ' 
and market value including gas meter readings, pipeline receiptS, gas line receiptS and other checks or memoranda of amount produced and put into pipelines, tanks 
or pools and gas lines o r gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and ' 
market value. In all cases the authority of a manager or agent to act fo r the Lessee herein must be filed in the General Land Office. Each royalty payment shall be 
accompanied by a check srub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being 
paid on e:tch lease. lf Lessee pays his royalty on or be fo re thirty (JO) days afu:r the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or 
S25.00, whichever is greater. A royalty payment which is over thirty (JO) days lau: shall accrue a penalty of 10% of the royalty due or S25.00 whichev~r ;, T'=~:. 
In addition to a penalty, royaltie.s shall accrue interest at a rate of 12% per year: such interest will begin accruing when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is 
effecuve on the daLe when the affidavits or supporting documentS were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as 
prescribed by the due daLe provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the S tate's right o f forfeirure as provided by law 
nor act to postpone the dau: o n which royalties were originally due. The above penalty provisions shall not apply in cases of title dispuu: as to the State's portion· of 
the royalty or to that portion of the royalty in dispute as to fair market value. 

I 0. (A) RESERVES. CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with 
its best possible cstimau: of o il and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under 
which gas is sold o r processed and all subsequent agreemems and amendments to such contraCtS within thirty (30) days after entering into or making such contracts. 
agreements or amendments. Such contr3CtS and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless 
otherwise authorized by Lessee. All other contracts and records pertaining to the production, tranSportation, sale and marketing of the oil and gas produced on said 
premises. incl uding the books and accounts. receiptS and discharges of all wells. tanks, pools. meters, and pipelines shall at all times be subject to inspection and 
examinatio n by the Commissioner of the General Land Office. the Attorney General, the Governor, or the represent.a.tive of any of them. 

(B) PE&\1TIS, DR.ILLrNG RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days be fore spud dau:. workover. re-entry, temporary abandonment or plug and abandonment of any well or wells. Such 
wrinen notice to the General Land Office shall include copies of Railroad Commission forms for application to drill . Copies of well t.eSts. completion reports and 
plugging reports shall be supplied to the General Land O ffice at the umc they arc fil ed with the Texas Railroad Commission. All applications. permits, reports or 
other filings that reference this lease o r any specific well o n the leased premises and that arc submitted to the Texas Railroad Commission or any other governmental 
agency shal l include the word "State" in the ti tle. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of 
identifying wells. tank batteries or other as.sociau:d improvements to the land must also include the word "State. • Lessee shall supply the General Land Office with 
any records, memo randa. accounts, reports. cuttings and cores. or other information 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 
bore-hole section. from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of 
the log of e:1ch survey on each well to the General Land Office within fifteen ( 15) days afu:r the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports. documentS or other materials arc not filed in the General Land Office when 
due. The penalty for la.te filing shal l be set by the General Land Office administrative rule which is effective on the date when the materials were due in the General 
Land Office. 

I I. DRY HOLEICESSA TION O F PRODUCTION DURING PRIMARY TER."f. U: dunng the pnmary term hereof and prior to discovery and producuon 
of oil or gas on said land. Lessee should drill a dry hole or holes thereon. or if during the primary term hereof and afu:r the discovery and acrual production of oil or 
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from 
date of compleuon of said dry hole or cessation of production Lessee commences additional drilling or reworkin g operations thereon, or pays or tenders the next 
annual delay rental in the same manner as provided in this lease. If. during the last year of the primary term or within sixty (60) days prior thereto. a dry hoi.: be 
completed and abandoned. or the produc::ion of oil or gas should cease for any cause. Lessee's rights shall remain in full force and effect without further operations 
until the expiration o f the primary term: :md if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this 
lease by conducung additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the dau: of cessation of 
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
primary term hereof. Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the 
expiration of sixty (60) days from the daLe of completion of such shut-in o il or gas well and upon the fai lure to make such payment. this lease shall ipso facto 
terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, paymentS may be made in 
accordance with the shut-in provisions hereof. 

12. DRILLING AND REWOR.KlNG AT EXPIRATION OF PRIMARY TER."f. If. at the expiration of the primary term. ne ither oil nor gas is being 
produced on said land. but Lessee is the:1 engaged in drilling or reworking operations thereon. this lease shall remain in force so long as operations on said well or fo r 
drilling or reworking of any additional well arc prosecuted in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days during 
any one such operation. and ift.hey result in the production of o il and/o r gas. so long thereafter as oil and/or gas is produced in paying quantities from said land. or 
payment of shut-in o il or gas well royalties or compensatory royalties is made as provided in this lease. 

I J . CESSATION. DRILLING. AND REWORKING. lf. after the expiration of the primary term, production of oil or gas from the leased premises. ai'\cr 
once obtained. should cease frQ m any cause. this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days 
after such ccss:1tion. and this lease shall remain in full force and effect for so long as such operations continue in good faith and in workmanlike manner without 
interruptions totaling more than sixty (60) days. If such drill ing or reworking operations result in the production of o il or gas. the lease shall remain in full force and 
effect for so long as oil o r gas is produced from the leased pre:nises in paying quantities or payment o f shut-in oil or gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole. the lease will not 
terminate if the Lessee commen ces additional drilling or reworlong operations within sixty (60) days after the completion o f the well as a dry hole, and this lease 
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more 
than sixty (60) d:1ys. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT -IN ROYAL TIES. For purposes of this paragraph. "well" means any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. If. at any time afu:r the expiration of the primary term of a lease that. until being shut in, was being maintained in 
force and effect. a well capable of producing oil or gas in paying quanuues is located on the leased premises, but oil or gas is not being produced fo r lack of suitable 
producuon faciliues or lack of a suitable market. then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the 
lease. but not less than 51.200 a year for each well c:1pable of producing oil or gas in paymg quantities. If Paragraph J of this I~ ~e~:fVH:f~~,~;l.fY rental 
amount. then for the purposes of this para.sz.raph. the delav rental amount shall be one dollar (S 1.00) per acre. To ve. eai:~ ':'nlti:ifjllut-in ~~ or g'5l royalty 
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must be paid on or before: (I) the expiration of the primary term. (2) 60 days after the Lessee ceases to produ~ oil or gas from the leased premises. or (3) 60 days 
after Lessee C:O~pletes a drilling or reworking operation in accordance with the lease provisions: whichever date is latc:sL Such payment shall be made: onc:-half(l/2) 
to the: C~mmJSSJOner of the General Land Offi~ and onc:-hal f ( 112) to the owner of the: soil. If the shut-in oil or gas royalty is paid. the lease shall be considered to be 
a producmg lease and the payment shall extend the term of the: lease: for a period of one: year from the end of the primary term. or from the first day of the month 
following the month in which production ~ased. and. after that. if no suitable production facilities or suitable market for the oil or gas exists. Lessee mav extend the 
lease for four more: successive periods of one (I) year by paying the same: amount each year on or before the expiration of e:~ch shut-in ye:u. · 

. . : ! . ~OMPCN~~ TORY ROYAL TIES. It: during the: period the lease is lcept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and 
dc:hv~rc:d ·~ pay•~g qu~uues from a well located within one: thousand ( 1,000) feet of the: le ased premises and completed in the same producing reservoir, or in any 
case: m wh1ch drainage IS occurring. the right to continue: to maintain the: lease: by paying the: shut-in oil or gas royalty shall ~ase, but the lease shall remain effective: 
for the remainder of the year f~r wh.ich the: royalty has bc:c:n paid. The: Lc:ssc:e may maintain the lease for four more successive: years by Lessee paying compensatOry 
royalty .at the: ~y~ty ra.te prov1ded m the lease of the: market value: of production from the we: II c:w.sing the: drainage: or which is completed in the same: producing . 
rc:sc:rvo1r and w•thm one thousand (1.000) feet of the leased premises. The compensatOry royalty is to be paid monthly, onc:-half(l/1) to the Commissioner of the 
General Land Office and one-half(l/2) to the owner of the soil. begmning on or before the last day of the month following the month in which the: oil or gas is 
produced from the we: II causing the drainage: or that is comple ted in the same producing reservoir and located within one: thousand ( 1.000) feet of the: lc:asc:d premises. 
If the compensatory royalty paid in any 12-month period is in an amount lc:ss than the annual shut- in oil or gas royalty, Lessee shall pay an JJnount equal to the 
difference within thirry (30) days fro m the end of the 12-month period. Compensatory royalty payments whic.'t are not timely paid will accrue penalty and interest in 
accordan~ with Pa.ragraph 9 of this lease . None of these: provisions will relieve Lessee of the obligation ofre3Sonable development nor the obligation to drill offset 
wells as provide d in Texas Narural Resources Code 52.173: however, at the determmarion of the Commissioner, and with the Commissione r's wnnc:n approval, the 
payment of compensatory royalties can satisfy the obligation to drill otnet wells. 

16. RET AlNED ACREAGE. Notwithstanding any provision of this lease: to the: con c-ary, after a we: II producing or c.:1pable of producing oil or gas has 
been completed on the leased premises. Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well o r wells as may be 
reasonably necessary for the proper development o f the leased premises and in marketing the production thereon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate 
as to all of the leased premises, EXCEPT ( I) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding c:ach gas wc:ll 
c.:1pablc: of producing in paying quantities (including a shut-in oil or gas wc:ll as provided in Par.1graph 14 hc:reoO. or a well upon which Lessee is then engaged in 
continuous drilling or reworking operations, or (2) the number ofacrc:s included in a producing pooled unit pursuant to Texas Narural Reso=s Code 52.151-
52.153. or (3) such greater or lesser number of acres as may then be: allocated for produC"Jon purposes to a proration unit for each such producing well under the rules 
and regulations of the Railroad Commission of Texas. or any successor agency, or other governmental authority having jurisdiction. !fat any lime after the effecuve 
date of the: partial termination provisions hereof. the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is 
thc:re:U\er allocated to said well or wells for production purposes. this lease shall thereupon terminate as to all acre:~ge not thcre:ui.cr allocated to sa1d well or wells for 
production purposes. Notwithstanding the termination of this lease as to a ponion of the lands covered hereby. Lessee shall nevertheless continue to have the right of 
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph I hereof. together w1th casements and nghts-.>f-way for exisung 
roads, existing pipelines and other existing facilities o n, over and across all the lands described in Par:tgraph I herc:of ("the retained lands"). for access to and from the 
retained lands and for the: gathenng or lr.lnSponation oi oil. gas and other mmerals producc:a from the retatned lands. 

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further 
terminate: as to all depths below I 00 fe et below the total depth drilled (hereinafter "dee;x:r depths") in each well loeated on acrc:age rc:wncd ll1 Paragraph 16 (A) 
above. unless on or before two (2) years after the primary or cxtc:ndc:d term Lc:ssc:c: pnys an amount equal to onc:-half ( l/2) of the bonus originally paid as 
consideration for this lease (as specified on page I hereoO. If such amount is paid. this lease shall be: in force and effect as to such deeper depths. l!ld sa1d 
termination shall be delaye d for an additional period ofrwo (2) years and so long there:U\er as oil or gas is produced in paying quantiues from such deeper depths 
covered by this lease. 

(C) IDENTIFICATION AND FlUNG. The surfa<:l: acreage retained hereunder as to each well shall. as nearly as practical. be in the form of a square with 
the well located in the center thereof. or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial 
terminauon of this lease as provided herein. Lessee shall execute and record a release or rele ases containing a satisfactory le gal description of the ac~e and/or 
depths not retained hereun der. The recorded release. or a ~rtified copy of same, shall be fil ed in the General Land Office. accompanied by the filing fee prescribed 
by the General Land Office rules in effect on the date the release is filed . If Lessee fails or refuses to execute and record such release: or releases within ninery (90) 
days after being requested to do so by the General Land Office. then the Comm1ssioner at his sole discretion may designate by written instrument the acreage andfor 
depths to be rele ased hereunder and record such instrument at Lessee's expense: in the county or counties where the lease: is located and in the: official records of the 
General Land Office and such designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Ne ither the bonus. delay rentals. nor royalties paid. or to be paid. under this lease shall relieve Lessee of his obligation to protect 
the oil and gas under the above-described land from being drained. Lessee, sublessee. receiver or other agent in conttol o f the leased premises shall dnll as many 
wells as the factS may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oi! and gas from the leased premises. In 
addition. if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises. or in any case where the leased premises is being 
drained by production of oil or gas. the Lessee. sublessee. receiver or other agent in conttol of the leased premises shall in good faith begin the drilling of a well or 
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producir.g 
in commercial quantities and shal l prosecute such drilling with diligence. Failure to satisfy the Starutory offset obligation may subject th1s lease and the owner of the 
soil's agency rights to forfeirure. Only upon the determination of the: Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable starutory parameters satisfy the obligauon to drill an offset well or wells required unde: th1s paragraph. 

18. FORCE MAJEURE. If. after a good faith effort Lessee is prevented from complying with any express or implied covenant of this lease. from 
conducting drilling operations on the leased premises. or from producing oil or gas from the leased premises by reason of war, rebellion. riots. soilces, acts of God. or 
any valid order. rule or regulation of government authority. then while so prevented. Lessee's obligation to comply with such covenant shall be suspended and Lessee 
shall not be liable for damages for failure to comply w ith such covenants: additionally, this lease shall be eXtended while Lessee is prevented. by any such cause. 
from conducting drilling and reworking operations o r from producing oil or gas from the leased premises. However. nothing in this par.1graph shall suspend the: . 
payment of de: lay rentals in order to maintain this lease in effect during the primary tc:m in the absence of such drilling or reworking operations or production of 011 
or gas. 
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19. W AR.RANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. lfthe owner of the soil defaults in 
payments owed on the leased premises, then Lessee may redeem the rights o f the owner of the soil in the leased premises by paying any mortgage, taxes or other liens 
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph. Lessee may recover the cost of these payments from the 
rental and royalties due the owne r of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
described land. whether or not Lessee's intcrest is specified herein. then the royalties and rental herein ~-JI'09idc:ci u. be paid w the owner ot Ule soil shall be prud-to him 
in the proportion which his intcrest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the 
General Land Office of the State ofTex.as shall be likewise proportionately reduced. However, before Lessee adj ustS the royalty or rental due to the Commissioner of 
the General Land Office. Lessee or his authorized representative mUSt submit to the Commissioner of the General Land Office a written statement which e"plruns the 
discrepancy between the intcrest purportcdly leased under this lease and the acrual intcrest owned by the owner of the soil. The Commissioner of the General l..and 
Office shall be prud the value of the whole production allocable to any undivided intcrest not covered by a lease. less the proportionate development and production . 
cost allocabl e to such undivided interest. However. in no event shal l the Commissioner of the General Land Office receive as a ro)'alty on the gross production 
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (l/ 16) of such gross production. 

(B) REDUCTION OF PA YY!ENTS. U: during the primary term. a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the: School Land Board and the: owner of the: soil in accordance with Narur.U Resources Code Sections 52.151-52.154. or 
if, at any time after the e"pirarion of the primary term or the e)(tended term. this lease covers a lesser number of acres than the total amount described herein. 
payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled. released. sunrendered. or otherwise severed, so that 
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outs ide the 
boundaries o f a pooled unit. or. if after the expiration of the primary term. the number of acres actually retained and covered by this lease. 

21. USE OF WATER. Lessee shall have the right to usc water produced on srud land necessary for operations under this lease except water from wells or 
tanks of the owner of the soil; provided. however, Lessee shall not usc potable watcr or water suitable for livestOck or irrigatio n purposes for watcrflood operations 
without the prior consent of the owner o f the so il. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property, improvements, 
livestock and crops on said land. 

23. PIPELINE DEPTii When requestcd by the owner o f 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 srud premises without the 
written consent of the owner of the soil. 

25. POLLUTION. In developing this are:~., Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing, pollution o f coastal wetlands, narural waterways, rivers and impounded water shal l be prevented by the use o f containment facilities sufficient to prevent 
spillage, seepage o r ground water contamination. In the event of pollution. Lessee shall usc all means at its disposal to recaprure all escaped hydrocarbons or other 
pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and maintain fe nces around its s lush. sump. and drainage pits 
and tank baneries so as to protect livestock agrunst loss. damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all 
slush pits and cellars and completcly clean up the drilling s ite of all rubbish thereon. Lessee shall, while conducting operations on the leased premises. keep said 
premises free of all rubbish. cans. bottles. paper cups or garbage. and upon completion of operations shall restore the surface of the land to as near its original 
condition 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 and remove casing, within one hundred twenty (120) days after the expiration or the termmation of this 
lease unless the owner of the soil grants Lessee an extension of this 120-day period. However. Lessee may not remove casing fro m any well capable o f producing oil 
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (JO) days wrinen notice to the Commissioner of the General 
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures. or casing which are not timely removed by Lessee 
under the terms o f this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Parag:aph 29 of this lease. the rights and estates of either party to this 
lease may be assigned; in whole or in part. and the provisions of this lease shall extend to and be binding upon the ir heirs. devisees. legal representatives. successors 
and assigns. However. 11 change or division in ownership of the Janel rentals. or royalties will not enlarge the obligations o f Lessee, diminish the rights, privileges 
and es tates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
division in ownership o f the land. rentals. or royalties shall bind Lessee fo r any purpose until thirty (30) days after the owner o f the soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Lessee with satisfactory wrinen evidence of the change in ownership, including the original recorded muniments of title (or a 
certified copy of such original) when the ownership changed bec:ruse o f a conveyance. A total or partial assignment of this lease shall. to the extent of the interest 
assigned. relieve and discharge Lessee of all subsequent obligations under this lease. lf this lease is assigned in its entirety as to only part of the a.creage. the right and 
option 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 of 
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tcndered; however. if the assignor or assignee does not file a 
certified copy of such assignment in the General Land Office before the next rental paying datc, the entire lease shall tcrminate fo r failure to pay the entire rental due 
under Paragraph 3 . Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any 
prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in part by 
assignment without the prior wrinen approval of the Commissioner of the General Land O ffice. this lease is void as of the time of assignment and the agency power 
of the owner may be forfeited by the Commissioner. An assignment will be treatcd as if it were made to the owner of the soil if the assignee is: 

(1) a nominee o f the owner of the soil; 
(2) a corporation o r subsidiary in which the owner of the soil is a principal stockllolder or is an employee of such a corporation or subsidiary; 
(3) a partnership in whic h the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockllo lder or employee o f the corporation which is the owner of the soil ; 
(5) a partner or employee in a partnership which is the owner of the soil; True a Ad 56He~ot 
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian. trustee. executor. administr.ltor. receiver. or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or relau:d to the owner of the soil by marriage. blood. or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the owner of the soil 
an~ place of record a release or releases covering any portion or ponions of the leased premises. and thereby surrender this lease as to such ponion or port.ions. and be 
relieved of all subsequent obligations as to acreage surrende:"Cd. If any pan of this lease is properly surrendered. the delay rental due under this lease shall be reduced 
by the proportion that the surrendered acreage bears to the acreage which was covered by this le:!Se immediately prior to such surrender. however. such release will 
not relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage. 

29. FILING OF ASSIGNMEYTS AND RELEASES. If all or any pan of this lease is assigned or released. such assignment or release must be recorded in 
the county where the land is situated. and the recorded instrument. or a copy of the recorded instrument cenified by the County Clerk of the county in which the 
instrument is recorded. must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fee. If m v such 
assignment is not so filed. the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Lmd Office.· 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in th is instrument. including the 
statement of the true consideration to be prud for the execution of this lease and the rights and duties of the panics. Any collateral agreementS concerning the 
development of oil and gas from the leased premises which are not conwned in this lease render this lease invalid. 

31 . FlDL"ClAR Y DliTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the Swe's interest in the leased 
premises. When the interests of the owner of the soil conflict with those of the State. the owner of the soil is obligated to put the State's interestS before his personal 
interests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thiny days after it becomes due. or if Lessee or an authorized 
agent should knowingly make any false rerum or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office. or if Lessee should fail to tile reportS in the manner 
required by law or fail to comply with rules and regulations promulgated by the General Land Office. the School Land Board. or the Railroad Commission. or if 
Lessee should refuse the proper authority access to the records pertaining to operations. or if Lessee or an authorized agent should knowmgly fail or re fuse to give 
correct information to the proper authority. or knowingly fail or refuse to furnish the General Lmd Office a correct log of any well. or if Lessee shall knowmgly 
violate any of the material prov1sions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law. the rights 
acquired under this lease shall be subject to forfeirure by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a 
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However. nothing herein shall be construed as 
wruving the automatic termination of this lease by operuion of law or by reason of any special limitation arismg he:-eunder. Forfeirures may be set aside and this 
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office offurure 
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative he:"CtO. 

33. LIEN. In accordance with Texas Narural Resources Code 52.136. the State shall have a first lien upon all oil and gas produced from the area covered 
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the 
State. in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien. an express contr.lctual lien on and security 
interest in all leased minerals in and excrac:ed from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals. whether such 
proceeds are held by Lessee or by a third party, and all fiXtureS on and improvements to the leased premises used in connecuon with the production or processing of 
such leased minerals in order to secure the payment of all royalties or othe~ amounts due or to become due under this lease and to secure pa~ment of an~ damages or 
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied .. This lien and security interest may be 
foreclosed with or without court proceedings m the manner provided in the Title I. Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner rna~ require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge. attach or perfect this lien. Lessee hereby 
represents that there are no prior or superior liens arising from and relatmg to Lessee's actJviues upon the above-described property or from Lessee's acquisition of 
this lease. Should the Commissioner at any time determine that this representation is not true. then the Commissioner may declare: this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or uniti4e the royalty interest of the owner of the soil under this lease with any other leasehold 
or mineral interest for the exploration. development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land 
Board and the Commissioner of the General Land Office fo r the pooling or unitizing of the mterest of the State unde~ this lease pursuant to Texas Natural Resoun;es 
Code 52.151-52.!53. The owner of the soil agrees that the mclusion of this provision in this lease satisfies the execution requirements swed in Texas ~atural 

Resources Code 52.152. 

35. !NDEYiNTTY. Lessee hereby releases and discharges the State ofTexas a.Ed the owner of the soil. their officers. employees. partners. agents. 
contractors. subcontr.lctors. guests. invitees. and their respective successors and assigns. of and from all and any actions and c:~uses of action of every narure. or other 
harm. including environmental h=. fo r which recovery of damages is sought. including, but not limited to. all losses and expenses which are caused by the 
activities of Lessee. its officers. employees. lllld agentS arising out of, incidental to, or resulung from, the operations of or for Lessee on the leased premises 
hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement. or by any other negligent or Strictly liable 
act or omission of Lessee. Further. Lessee hereby agrees to be liable for. exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the ~il. 
th~ir officers. employees and agents, their successors or assigns. against any and all claims. liabilities. losses. damages, actions. personal inj ury (including death), 
costs and expenses. or other harm for which recovery of damages is sought. under any theory including tort. contract. or strict liability, including attorneys' fees and 
other legal expenses. including 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 ansing from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from 
Lessee 's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee 's breach of any of the terms or provisions of this 
Agreement or any other act or omis~ion of Lessee. its directors. officers. employees, partners, agents. contr.!Ctors. subcontractors. guests. invitees, and their respective 
successors and assigns. Each assignee of this Agreement. or an interest therein. agrees to be liable for. exonerate. indemnify. defend and hold harmless the State of 
Texas and the owner of the soil. their officers. employees. and agents in the same mmner provided above in connecuon with the activities o f Lessee. its o fficers. 
employees. and agents as descnbed above. EXCEPT AS OTHERWISE EX.PRESSL Y Lf.VtiTED HEREIN. ALL OF THE l'-"DD-rNITY OBLIGA TIOI'S 
A.'ll>\OR LIABILITIES ASSUMED l i:"."DER THE TER.\lS OF THIS AGREEMENT SHALL BE WITHOt.rr LIMITS A.'m WITHOt.rr REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLUDrNG PRE-EXISTING CONDITIONS), STRlCf LIABILITY. OR THE NEGLIGE:"<CE OF A:"o'Y PARTY 
OR PARTIES (INCLL"DING THE NEGLIGE:-.'CE OF THE lNDDINlFIED PARTY). WHETHER SUCH :"<EGLIGE:-ICE BE SOLE. JOINT. 
CONCURRENT. ACf!VE. OR PASSIVE. True aAd eeffbOt 
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reason:~ble 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, po llutant, or contaminant Lessee shall not bring or permit to remain on the leased premises any asbestos 
containing materials, explosives, toxic materi3ls, or substances regulated as hazardous wastes. hazardous materials, hazardous substances (as the term "Hazardous 
Substance" is defined in the Comprehensive Environmental Response, Compcns:~tion and Liability Act (CERCLA). 42 U.S.C. Sections 9601, et seq.). or toxic 
substances under any federal, state, or loc3l law or regulation ("Hazardous Materials"), except ordinary products commonly used in connection with oil and gas 
exploration and development operruions and stored in the usual martner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION 
SHALL CO STITUTE A MATERIAL BREACH Al'll> DEFAULT HEREUNDEk Al'ffi t.ESSI::J:: !>HALL lNDEMt IFJ', HOLD HAR.VILE A:'oiD 
DEFE D THE STATE OF TEXAS AJ'ffi THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JlJDGMEi\TS. PENAL TIE 
LIABILITIES. AND COSTS (INCLUDING REASO ABLE A TTOR.~EYS' FEES Al'ffi COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROHIBITIO OR (U) THE PRESE CE, RELEASE. OR DISPOSAL OF ANY HAZARDOUS MATERIALS 0 • 
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOlL OR GROUND WATER CO iTAMINATIO Al'ffi DAMAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, 0 , UNDER, OR ABOUT TilE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS 
INDEMNIFICATION AND ASSUI\1PTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIO S UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTHER ENYIRO MENTAL LAW OR REGULATIO . LESSEE SHALL IMMEDIATELY GIVE THE STATE OF 
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH Of THJS PARAGRAPH, UPO · 
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MA IT RIALS, OR UPO RECEIVING A NOTICE FROM ANY GOVERi"MEI'T AL 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH ~lAY AFFECT THE LEASED PREMISES. THE OBLIGATIO S OF LESSEE 
HEREUNDER SHALL SURVIVE THE EXPfRA TIO OR EARLIER TERMINATION, FOR ANY REASON. OF THIS AGREEMENT. 

37. A.0 PL:CA.BU: LA\','. :-;;;s i:::se ;, i:;s:.!ed :mJe: the provtsions of Texas i'iar..tral Resources Code 52.1 71 through 52.190. commonly known as the 
Relinquishment Act. and other applicable statUtes and amendments thereto, and if any provision in this lease does not conform to these statUtes. the starutes will 
prevail over any nonconforming lease provisions. 

38. EXECUTION. This oil and gas lease must be signed and :~cknowledged by the Lessee before it is filed of record in the county records and in the 
General Land Office of the State ofTexas. Once the filing requirements found in Paragrnph 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 
Clerk in any county in which all or any part of the leased premises is located. and certified copies thereof must be filed in the General Land Office. Th is lease is not 
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 N:~rural Resources Code 52.183. Additionally, this lease shall not be binding upon the Swe unless it recites the acrual and true consideration paid or promtsed 
for execution o f this lease. The bonus due the State and the prescribed filing fee sh311 accompany such certified copy to the General Land Office. 

TITLE: ___ ____ _______ _ 

DA TE:__..ZC:::...·.A::zo'-=--,-={)~1----

STATE OF TEXAS _ ~~ 

BY: ~~~~dAJ~ ~ 
lndivi\laily and as agent for~ ofTexas Caro ine 
Walton, dezling in he r sole and 
Date: ,1 I 'i o 1 

SS# I 

STATE OF TEXAS 

BY: _ _____________________________ _ 

Individually and as agent for the State ofTexas 

Date: _______ __________ _ 

••• • • • • ••• • •• • • • • • • • • • • • •• • • • • . • . . • • • • 

STATE OF TEXAS 

BY·-:-:---:-:--:----:--:--::---:::::----­Lo uise Individually and as agent for the State of Texas 
s e parate property 

• • • • 
• ••• 

Date: _________________ _ 

STATE OF TEXAS 

BY:-:-:--::---:----:--:--::-----::=----­
Individually and as agent for the State o f Texas 

Date: ___ __; _____________ _ 

t rue aHd Co~roof 
copy of 

Original flied In 
Reeves County 

Clerks Office 



.STATE OF----------- (CORPORATION ACKNOWLEDGMDIT) 

COUNTY OF __________ _ 

BEFORE ME. the undersigned authority, on this day personally appeared. _______________________ _ 

known to me 10 be the person whose name is subscribed to the foregoing instrument. as ___________________ __:of 

-:--:------:--------------------,.--:----:-:---:---:-:---and acknowledged 10 me that he executed the same 
for the purposes and consideration therein expressed. in the capacity stated. and as the act and deed of said corporation. 

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

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

STATE OF __________ _ (CORPORATION ACKNOWLEDGMENl) 

COUNTY OF ___________ _ 

BEFORE ME, the undersigned authority, on this day personally appeared _______________________ _ 

known to me 10 be the person whose name is subscribed to the foregoing instrument. as ____________________ of 

-,--------------------------------:--:---::-,---and acknowledged to me that he executed the same 
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of sa.id corporation. 

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

STATE OF COLORADO 

COUNTY OF __ ~~~~~~~~-----

STATEOF ____ ·~_E_'X __ A_s_· ___________ ___ 

COUNTYOF MIDLAND 

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

(IND!VlDUAL ACKNOWLEDGMDIT) 

Caroline Louise Walton 

(INDIVIDUAL ACm5W~~ 

w.v r.ommission £1-~uv-:. 

Before me, the undersigned authority, on this day personally appeared. __ C_l_a-=y,__J_o_h_n_s_o_n ______________ __ 

known to me to be the persons whose names are subscribed to the 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 _ _,2_""""Q....__iJ. ___ day of_LH..JP.---:~br....:....J..Lt~{ltM..L:::!.--?i'+---------.J• 1"9-

M. K. BRASUEL 
MY COMMISSION EXPIRES 

October 19, 2004 

••• • • • •• • 

• • • • • • • • • • • 

••• • • • • • • 

• •• • • • • • • 
• 

• • • • • • ••• 

ljb ,Lfl~!OOLJ 
Notary Public in and for Tr2w.s. 

2001 
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copy of 

Onginal filed in 
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EXHIBIT " A" 

ATIACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
DECEMBER I I 22, 2000, BY AND BETWEEN CAROLINE LOUISE WALTON, AS LESSOR, AND 
CLAY JOHNSON, AS LESSEE, AND COVERING ALL OF SECTION 5, SAVE AND EXCEPT THE 
NW/4 NW/4 AND S/2 NE/4, BLOCK 58, PSL SURVEY, REEVES COUNTY, TEXAS. 

40. Notwithstanding anything to the contrary contained in Paragraph Three (3) of th is Lease, for all 
purposes this lease shall be a fu lly Paid-Up Oil & Gas Lease. Delay Rentals have been paid in fu ll with 
the Bonus Consideration tendered herein. Delay Rental payment was based on a $1.00 per net mineral 
acre per year for Two (2) Years. Concluding a $2.00 per acre Pd-Up Renta l Payment was made in 
advance for the two (2) Year Period on the net mineral acres ind icated in this Lease. 

8.. . 
• • • • • • • • • • .... 
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