
# Lea·seDate 
-----------

A May 04 1998 
B May 04 1998 
c Oct 23 1998 

Rentals:~ 
Lease 
Admin: 

Miner a 
Maps: 

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

45.20 ACTIVE 
45.20 ACTIVE 
38.53 ACTIVE 

STATE LEASE MF100101 

CONTROL BASEFILE COUNTY 
--------- ------------ -----------------
07-104705 
07-104732 
07-104714 
07-104741 

SURVEY 
BLOCK 
TOWNSHIP 
SECTION/TRACT: 
PART 
ACRES 
DEPTH LIMITS 

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

150076 - REEVES 
150077 - REEVES 
147739 - REEVES 
151884 - REEVES 

PUBLIC SCHOOL LAND 
58 
00 
5 

540.15/ 128.50 net ac. 
NO 

JOHNSON, CLAY 
May 04 1998 
5 yrs 
0.00 
1. 00 
0.18750000 

/195 
/195 
/195 
/195 
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' GOLlK. 

FILE NO. 1607 

Grnrrol Land Omct 
Rrllnqulshmnt Act Lru< Form 
Revised, September 1997 

PAID UP 

OIL ANO CAS LEASE 

Tii iS AGREEMENT II modo and entered Into th ls~doy of May 19_1L between tho State of Toxu , act ln1 by and throuah Ill 
aacnt, _ _ .,:GARLAND;.;;,;::-:;::::.,..;.:A~I.~I.~RI:.;~_TYLER=-::,=;:O!...,;an=d=-w:,:;~::;· f:;;e:::.~ ,_, • ..= BEVER.==L:::.Y"-:'A.._,._,TYL...,.""BR""'--------------------

--..L@I.SOi~~lc£.l.l.l~..J,..tt~Q~a.u..t~::J..'ir:r ....... l""". ~_.,e8w..63.1..1,;14,.___----::::-:-::--m-~-:,_~~-:_-:_-:_-:_-:_-:_-:_-:_-:_-:_-:_-:_-:_-:_-:_-:_-:..._-,_,..old-.1-ent-
<Oih Permanent Addrcu ) 

herein referred to u tho owner of the soli (whether one or more), and CI..J!I.Y JOHNSON 
--------------------~~~~~£~a1~~~· ~~a~~~·~,~~,~~re~e~ooL~~~~~=----2~ 

(Oivo Permanent Addrcu ) 
• • • herclnol\er coiled Lcueo. • • • • •• • • • • 1. ORANTJNO CLAUSE. For and In conJideratlon of tho ~rnounll ••• ted below and of tho covcnanll and l~cmcnt.lto be peld, kept and pcrfonmcd by 

• . • ~useo under thlsleuo, the State o fTn u octlna by and throu1h tho owner ofthosoll, hereby JIT1lllll, leues and leu unto Lcuco, for tho solo and only purpose of 
• • lftospecllna and drllllna for and produclna oil and au, l1ylna pipe linea, bulldlna J&nb, tlortna olland bulldln1 power m llona, lelephone llnoa and other stnJctures 

• lhereon,lo produce, n vo,ll.kC' cuo of, llul and 1ni11pon uld producu ofthe leuc, tho followlnalands alluated In Reeves County, St1tc 
,.t'Texas, to·wll: 

•••••• • 'Section 5. Snve nnd Except the t-f',V/4 NW/4, S/2 NE/4 of Sectiun 5jnnd the W/2 NW/4 SW/4 of Section 10, Block 58, PSL Su n •ey. 
• • ~his i> n PATD UP LEASE. S ul>j ect to the olher provi; ions herein conJoined, I hi> len;e 1hall remain in force \lilhoul rentnl pnyments 

• • • • ; r fu r ther pnyments othe r thnn roya lties herein pro,·ided for a term of lh ·e (5) years from th!s dote (coiled "~rimn ry ~erm"): nnd so 
• l uu ~: thcrenfter as oil or gns (eithe r or but h) is produced frorn snid lnnd or lnnd puoletl t hcrc\l oth, or I he lcnsc os othcn ; osc mnlnl ninetl 

• • '" provided herein. The Ocpo;itory Bnnk nnd nmount li>ted in p:o rn~:r:oph 3 helo" h in reference to the payment of monimum roynlty 

: • • • ~· :occunl:once "ith p:o r :ogr:o ph 5 hcloow. 
contoinlng 5 4 0 . 1 3 ocrcs, more or leu . Tho bonus conslderotloo pold for this lease Is as follows: 

To the State ofTexas :_~ONE~~TH~OU~S.!:!AND~-OO~"-.!HUND~~RED~:.....A'IWENTX.!!!a!!.!,L=-..:A.:!!ND!.\,!_~2'-"4u./~1~0:!!0 __________ _ 
Doll111 (S ___ l.L,., 2~2~0~2'-.!4:t._ _ _Jl 

To tho owner of the soii:_70NE~:,.,TH~OU~S~AND=~ThD'-=~HUND~~RID~~1WEm'Y!o.!!!~:..:....!:N.~~~.:2::!.4L/ .!.:1 0~0~---------­
Dollll1 <s __ .J.1.._ •• 2.2o,_.,_. 2..,41---'> 

To11l bonus cono lde rol lon :--;\ThDAf.riTH~OU~SAND~~-"FOUR~~-'HUND~~.!:lRID~C.£FO~RTY~....!A!.\.ND~..:4!.!8:!</L1!.e00!:0~----------­
Dollll1 (S_:...._t._2 ...:.• 41.:4u0u•..:t4:.~o~B:....__.Jl 

The 1o1ol bonus consideration ps!d rcprescnll 1 bonus of=---IE'IITY-.+4*.=-_"'ro;.loAJRLDo...J.AN0:1UJ"'-OO~u./..t1.>0uOL.....,.,.....T><,..,...---------­
- - - --- ----- ----Dollon (S _ _ ..~.$iLOOc:z.....lll.L....-----'lper ocrc, on 45.194 net ocn:s. 

2. TERM. Subject 10 lho other provisions In this leas~. thb lease shall be for 1 term of f i ve ( 5 ) years ttom thb dote 
(herein coiled ' prlmouy lerm' ) and LJ I on a therufter as oil and cas, or either oflhem, Is produced In poyln& quantities from n ld land. 
As used In this lease, the term "produced In poylna quantllles" mcanl thot the recclpu from thc ulc or other outhorl tcd commcrcltl usc of tho subsl&nce(s) covered 
ucced out of pockel opersllontl expenses for tho six months last put. 

1
3. BELAY R£t11¥1l:S. lfoKI well b eomnoe11ctd 011 doe letJed p!Cmlset 011 01 bdi>1o one (I) )CIS fi om Jlob dole, thb lebo shall leo 111 hoolc, Hnless 

~Ji3r~&zi::;;;;;;;;;;;;~=:::=~r:~~¥~~~ ~:t:f:1~;~~~of· 
TGH,~S . •'•T ,\\:ISTJtl1 TE*"*•S, all .. e lUll I on ou bcfDac u ld date. P&) iiitiib undti this P*''i"Ph shall opciitu u a itiibd wad shall eo ttl dao piltlltld 01 dtitii lhl 
oho """'"'sosuo .. oloft oil for uno ( I ) )<IS ftono u ld dolo. PoymenLJ under this panaroph shoJI be In tho followln1 amounu: ' 

To the owner of the soii: __ -~'IWENI'Yr;:=r;;=--...:ThD:..:..:.:::...:.AND=:......:6:..:0;,.:./~1..:0:..:0;,_ ___ -:------ -------......:.---
Dollll1 (S,_---~~~~=-.,.........,.--=-=-.,.,..,=-=----__J 

::~:~~~-f<.,r=··=as=:-=---=-=---=-=---J~~~:~~I>;jY,~.I..-;lF::.-::;:~.:1oo.:;:~'-J:.:~:.,.u...5.:~ .... lJ.;~~~u.~L.:I~:~~:~~~--=-=-..... -=-=---=~-_,:~----_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-.= 
Doll on ($. ____ .....:~1..!..~1L------------__J 

In o like manner and upon like poymcnu or tend en annutlly, tho commencement ofo well moy be further deferred for suc:ccu lvo pertodJ of one ( I) year coeh durin a 
tho prlmory lerm. All poynienu or tendon of rental lo tho owner ofth~ soli moy be modo by check or slaht dro.l\ ofLcuce , or ony u llanco ofthll loue, and moy be 
delivered on or before tho l'cnttl poylna dolo, If tho bonk dcslanated In this panaroph (or lu ouccc11or bonk) should cease IO nil~ suspend buslncu , llquldole, foil or 
bo succeeded by or~other bonk. or for any reuon fill or refuse to accept rental, Lc11co sholl not be held In dcfoult for failure to mob such poymcnu or tenden of 
ocnut untlllhlrty (30) doyJ ofter lho owner of tho JOII sholl deliver to Lcu eo • proper rccordoblolnstnlmeot n1rnlng onother bank as •sent to receive Juch poymcnu 
or 1cnden. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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4. PRODUCTION ROYALTI IiS. Upon pro~ucllun or oil amUor JM, Lcucc acrccs lo pay nr en"-'< 111 be pai~ onc·holf(ln) or the ruyolly 
provl~c~ for In I his I cue 10 the Commissioner o r the Genera l Lan~ omcc oflltc SlliC or I CXlU, II AuSitn, I cxos, and onc·half ( In) or such royally IO the owner of 
the soli· • 

(A) OIL. Royally P")'•blc on oil, which Is de lined as includins all hydrucarbons produced in a liquid fomtlllhc moulll ufthc well and also &S all 
condcnsolc.JljJIIlolc, and olhcr liquid hydrocarbons recov<red from oil or sas run lluough a scparalor or oUter equipment, as hcrclnaRcr provided. shall be 

3 1 6 part of the gross production or the markot value lltercof. 11 the opllon of the owner oflltc soil or Ute Con1mlssioncr of the 
G"'"'"c-ne_r_a""l L:-an::d~O::'::ffi:;.c-e-.-su-c"7h-v-a"71u-c-:-1o~be:- delermincd by I ) Ute hlghcSI poslcd price, plus premium, if auy. offered or paid for oil , condcnsalc. dlSIIIIIIc, or olhcr liquid 
hydrocarbons. respectively, of a like type and aravlty In U•c aeneral area where produced aJtd when run. or 2) Ute hi&h<SI markcl price thereof offered or paid In I he 
ccncral NCI where produced and when NR, or 3) the cross proceeds oflhc ulc thereo f. whichever Is the arcalcr. Lessee agrees lhll before any II.S produtcd rromlhc 
lca.•cd premises Is sold, used or processed In a plan~ II will be run free of cos110 lhc royally owners lluooah an adequate oil aud &Ill scporalor of cnnvcnllonallypc. or 
nlhcr cqulpmcnl allcastu cmclcn~ so 11111 all liquid hydrocarbons rccnvcrable fiom lhc au by such mcaros will be recovered. The rcqulrcmcnllhll such sas be run 
lhrough a scparllor or olhcr equipment may be waived In wrllln& by the royally owners upon such l<niiS ond condhlons lU lhcy prescribe 

(II) NON rROCF.SSEU OAS. Royally on any gu (lncludlna Rored ~"-'). which Is rlcllnerl as oil hydrocarbons and arucuus substonccs nol dcOncd 
as ollln subp01acraph (A) above, produced from any well on said land (cxcepllU provided here in will• rcspecllo gas processed In a planl for the cxtraclion of 
aasollnc, liquid hydroclllbons or oUter products) shall be 3/16 part of Ute aross production or llle matkcl value thereof. II the option or the 
owner or Ute soli or tho Commluloncr of the General Land Office, such value 10 be bucd on the hlahcSI markot price paid or offered for a as of comparable quality In 
lhe &CncraJ lfCI where produced and when run, Of the IIOSJ price (Jald Or ofTered lO the pUXIUCer, whichever Is the greater. ptcW(ded Lhat lhe muln\UR\ pressure blUe 
In mcasurlna the au under Utblcuc shall not al any time exceed 1~ .6S pounds per square Inch absolule, and lhc st•ndllld bue 1empera1ure shall be slx1y (60) 
dcsrccs Fahrenheit, corrcetlon to be made for pressure accordlna to Doyle's Law, And for spcclnc &ravlly according 10 lcsls made by the Utlance Mc~tod or by lhc 
n1oJ1 •pprovcd mcUtod oflcJI Ina belna used by 1he lnduSiry Illite time oflestl ng. 

(C) rROCESSEO OAS. Royally on a.ny cu processed In a cuollne plant ur other plartl for lhc recovery of &uollne or other liquid hydrocarbons 
shall be 3/16 part oflhe residue cu and the liquid hydrocorbonscxuacted or the market value !hereof, ll lhc or1lon oflhc 
owner of~oc soil or ll1e Commissioner oflloc Ocncral Larod Office. All royalties due herein shall be boued on one hundred percent (100%) o flltc Iolii plant 
pro..Jucllon ofrcJidut II.S attributable to .... produced from th is lea.sc, and on nny (\Cteent ($0%), or thM rcrc.cnt accuJina 10 Lessee, whichever Is lhe IIC&1er , of the 
lulal pi ani prOdUCtiOn of liquid hydrocarbons aiUibutable!O lhe 1as prnduced rront!hb lco..•c: provided lhallflirlnld hydrotorbons arc recovered (rom lAS processed 
In a pla.nl In which Lessee (or Its parcn~ subsidiary or affiliate) owns an lnlcrcs~ lltcn lltc percenlaae applicable lo liquid hydrocarbons shall be ORy perocnt (SOVo) or 
1he hl&hcsl perccnlaccruln&lo a third party processlnaau throuah such plant under a process in& aarccntcnl neaotlalcd 11 arm's lenath (or If there Is no such third 
party, Ute hl&h<JI pcrcenlthcn be ina speciOed In processing aarccmcnts or contracts In the Industry). whichever Is the &realer. ll1c rcspccllvc roy allies nn res idue gas 
ond on liquid hydroc.arbons shall be delcnnlncd by I) lloc hlahcJimatkct price paid or offered for ony I"' (or liquid hydrocarbonJ) afcnmp.,ablc quality In the 
acneralatca, or l) lloe arou price paid or oiTcrcd for such residue au (or the welsh led avcroae a ross sell ina price for the rcspecllvc aradcs or liquid hydrocatbons), 
whichever Is lhc grcllcr. In no even~ however, shalllloc royalties payable under this patagraph be less lltan the royalties which would have been due had lhc &as not 
been proc.cue..J 

(IJ) 0 1'1 IER rROIJUCTS. Royalty on carbon black, sulphur or any ollter products produced or manufactured from .f,U (exccplln& liquid hydrocarbons) 
whclltcr said au be 'culnahcad,' 'dry,' or any oUter aas. by fracllonatlna, burning or any oll•cr process ina shall be 3/16 part of1he 
gross production of Juch producu. or lhe rnukc.l value lhcreof. allhc option of the owner o f the sol i nr the Conuululoner oft he General l.aud Office. such market 
value 1u be delcnnlned as follows: 1) on lhc basis of Ute hl&hest ma~kel price or coch product for lhc umc month In which such product Is produced. or 2) on I he 
basis o r the avenge a ross .... price or each prod uti for Ute SlliiiC rnonlh In which such products arc produced: whichever Is UIC greater. 

5. MINIMUM ROYALTY. Durin& a.ny year aner the expiration of1hc primary lcrot oflhls leasc,lflh ls lease Is malnlllncd by producllon. lhc royollles 
paid under lhls I cue In no event shall be less ll1an an a~noun1 equallo Ute lo tol armual delay rcnlll herein provided: otherwise, llocrc shall be due and payable on or 
before the lul day or the month succeeding llle anniversary dale of litis lease. sum cquallo the lOIII annual rcnlallcss I he anlounl or royalties paid dur ing I he 
preceding year. lfPatagraph 3 of this lease docs nol specify a delay rcnral an1oun~ then for ~oe purposes oflltls paragraph, the delay renlal a.mounl shall bc one 
dollar (S 1.00) per acre. 

6. ROYALTY IN KINO. Notwlthsl&ndln& any other provision In this lease, a l any lime or from lime lo lime. the owner of the soli or the Cornmiuioncr 
of the General Land Omcc may, at the option of e ither, upon not leu than sixty (60) days not lee to the holder of the lca.sc, require that the payment o f any royalllcs 
accruing 10 such royally owner under this lease be made in kind. The owner of the soli's or the Commissioner of the General Land Office's rlchtlo Wee Its royally In 
kind shall not diminish or ncaalc the owner of the soli's or the Commissioner ofthc General Land Office's rights or Lessee's obllgallons, whether express or Implied. 
under this lease. 

7. NO UEDUCTIONS. Lessee agrees that all royall lcs accruing under this lease (Including those paid In kind) shall be wllhout deduc1lon for the cost n r 
produclna. aalherlna. alorln&, aeparallng, Ucallna. dehydralln&, comprualna. process Ina. lranspoflln&. and olhctwlsc making the oil, aas and other producu 
hereunder ready for sale or uJe. Lcuee •&rc.cs 10 compute an..J pay royelllc.J on the aross value received, lneludln& any rclmburscmcnlJ for sevcrll'lte tues and 
production relalcd costs. 

I . ri .ANT I'UEL ANU RECYCLED OAS. No royally shall be payable un any au u may rcprcscnl lhls lea.sc's proporllonalc share of any 1\tcluscd to 
process &as produced hereunder In any procculng plant. NotwiUIJiandlns any other provision of this lease, and subject 10 the wrlncn consenl or the owntr or lhe soli 
a.nd the Commissioner of the General Land Omce, Lessee may recycle &as for gu lin purpcscs on theleucd premises or for Injection ln1o any oil o r gas producing 
formallon underlying lhe lcucd premises ancr the llq~ld hydrocatbons conlllned In the aas have been removed; no royal lies shall be payable on the recycled gas 
unlllllls produced arod sold or used by Lcsscc In a manner which cnlllles Ute royally owners lo a royally under this lease. ' 

9 . ROYALTY rAYMENTS AND REPORTS. All royolllcs nolllkcnln kind shall be paid IO lhc Commissioner of Ute General Land Office Ill Amlin. 
Texas, In Ill< following manner: 

Payrncnl of royally on production of oil a.nd au shall be u provided In lhc rules sci foflh In the lex as Rc&lSicr. Rules currcnlly provide thai royally on oil Is due 
and muSI be received In the General Land Office on or before the Slh day of the second monlh succeeding ll•e monlh of producllon. and royally on a as Is due and 
must be received In the General Land Office on or before lloe 15th day of the second rnonth succeeding the month of production. accompanied by the amdavit of the 
owner, n1anaaer or other authorized agcn~ completed In the fonn a.nd m111ncr prescribed by lhe General Land Office and showing lhe gross amoun1111d dlsposlllon of 
all oil and gas produced and the matkcl value of the oil and gu, 1oge1hcr with a copy of all documents. records or reports confirmlna the gross producllon. disposition 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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an~ market value Including ga.s meter readings, pipeline rcccipu, ga.s line rccclpu and other checks or memoranda o( amount produced and put into pipelines. tanks. 
or pools and ga.s lines or ga.s storage, an~ any other repons or records which the General I.Jlnd Omcc may require to verify the gross production, disposlllon an~ 
nullkCI value In all ca.ses I he IUihnrhy or . manager or agent IO act ror I he Lessee herein must be Olcd in I he General l.and Office Each royally payme nt shall be 
accompanied by a check stub, schedule, summary or olher rcmlnancc advice showing by the a.ssisncd General Lan~ Omce lca.se number the amount of royally be ins 
po•d on each lea.se. If Lessee pays his royal ty on or bcforc thirty (30) days aner the royahy payment wa.s due, !hen Lessee owes a penally or S'Vo on the royally or 
S2S 00, whichever Is greater. 1\ royally payment which is over lhlrty (JO) days late shall accrue a penally of I 0% oflhc royally due or S2S.OO whichever Is greater 
In oddlllou to a penalty, royallies shall accrue Interest at a ra te or 12'Vo per ycu; such interest will hcgm accming when the royally Is sixty (60) days over~ue 
1\llidavlu and supporting docurncnu which are not Olcd when due shall incur I penalty in an amount SCI by the General Land omec adminisu ativc rule which is 
cffcctive on the date when lhe amdavit.s or supporting documcnu were due. n •• Lessee shall bear all responsibility for paying or causing royalties 10 be paid a.s 
prescribed by the due date provided herein. Payment oflhc delinquency penally shall in no way operate to prohibit lhc State's right of forfeiture a.s provided by law 
nor act to postpone the date on which royalties were originally due. The above penally provisions shall not apply In ca.ses of title dispute a.s to lhe State's portion o( 

the royally or to that portion of the royally in dispute a.s to fair market value. 

10. (/\) RI!SilRVES, CONTRACTS /\Nil on tER RECOIH>S. I .usee s'holl annually (urnlsh the Commissioner or the Oenerol l.and Omcc wllh 
lu best possible estimate of oil and ga.s rescrvCJ underlylna this lea.se or allocahle to lhls lea.se and shall furnish u ld Commissioner wllh copies or all conuoeu under 
which ca.s Is sold ur processed and all subsequent agreements ond an1endments to such conuaetJ wllhln thirty (30) dAys ofler entering Into or makln& such controetJ, 
aarccrucnu o r amcndmcnu. Such conuacu and asrc:cmcniJ when received by the Ocncral Land O ffice shall be held ln conOdcncc by I he Ocncral Land Office unless 
otherwise authorlzc~ by Lessee. /\II other eontraeu and records pertolnlng to the produetlon, transportlllon, sole an~ matketing of the oil and ga.s produced on sold 

• • o premises. lncludlnglhc books and accounu , receipts and discharges or all wells, tanks, pools. met en, and pipelines shell at all times be subject to Inspection and 
• 

0 
• 

0 0 'h omlnatlon hy the Commissioner or the General Land o mcc, the 1\nomey General, lhe Oovemor, or the representative of ony or them. 

• •! • (D) PERMITS, DRILLING RECORDS. Wrincn notice o f all operations on lhls lea.se shall be submlued to lhe Commluloncr of the General 
0 

o o &_and Office by Lessee or operator nvc (S) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such 
• written notice to the General Land Office shelllnelude copies or Railroad Commission forms for application to drill. Copies ofwelltesU, completion reportS and 

f lugglng reports shall be supplied to lhc General Land Omce etlhe time !hey are filed with the Tcxa.s Railroad Commission. All applications, permits, repons or 

0 0 0 0 0 ~ther filings that reference this lea.se or any speclOe well on lhc lca.scd premises and that are submincd to the Texa.s Railroad Commission or any other govemmentol 
lgeney sholl Include the word "Stole" in lhe title. Additionolly, in accordance with Rollrood Commission rules, any slgnoce on lhe lca.sed premises for the pUIJIOSC or 

0 0 i61cntifylng wells, tank bonerles or other associotcd lmprovemenu to the land must olso Include the word "State • Lessee sholl supply the General Land Omce with 
• • A1y records, memoranda. accounts. rcporu. cuuinp and cores. o r other Informacion relative co the operation o(thc above.dcscribcd premises. which may be 

0 0 r~questcd by lhe General Land Office, In addition to those herein expressly provided for. Lessee sholl hove on electrical and/or radioactivity survey mode on the 
0 bOre·hOIC SCCIIOn, (tOm the bASC Of the SUrface Ca.ling 10 the lOIII depth O( WCli, Of Ill WCliS drilled On lhe abOVe described premises and shall lrlnSmit I true COpy O( 

rhc tog o r coch survey on coch well to the Ocnerol Land Omcc within fiflccn (IS) days a ncr the making of said survey . .. 
• • • • •• (C) PENAL TIES. Lessee shall incur a penalty whenever rcpons, documenu nr other materials are nnt roted In the General l.and Office when 

due The penalty (or late Ollng shall be SCI by the General Lend omcc administrative ntle which Is cffcctive on the date when the mAterials were due In the General 
Land Omce 

II OR Y IIOLEICI!SS/\ TION OF PRODUCTION DURING PRIM/\R Y TERM If. during the primary term hereof and prior to discovery and production 
uf oil ur ga.s on said land, Lessee should drill a dry hole or holes thereon, or If during the primary term hereof and a ncr the discovery and aetuol production or oil or 
gas from the lca.scd premises such production thereof should cea.se from any c.ause, this lea.se shall nottcrmlnlle 1r on or before the expiration or sixty {60) doys from 
dote of completion or said dry hole or cesution of production Lessee commences additional drllllna or reworking operations thereon, or pays or tenden lhe next 
annual delay rcnlll ln the same manner a.s provided In this lca.se. If, ~uringlhe la.st ycu of the primary term or wilhin sixty (60) days prior !hereto, a dry hole be 
completed and abandoned, or the production of oil or ga.s should cca.se for any cause, Lessee's righu shall remain In full force and effect wllhout further operations 
until the expiration of the primary term: and lfLcssec ha.s not resumed production In paying quantities at the expiration oflhe primary term, Lessee may maintain this 
lcL!c by conducting additional drilling or reworking operations pur1uantto Paragraph 13, using lhc expiration oflhc primary term a.s lhe date of cessation or 
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed a.s a shut· in oil or ga.s well within the 
p11mary tcnn hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or be(orelhe rcnlal paying date following the 
expiration of sixty (60) days from the date of completion or such shut·in oil or ga.s well and upon the failure to make such payment, this lca.se sholllpso recto 
tcuulnatc I( at the expiration o(thc primary lcmt o r any time lhcrcancr a shut-in oil or cu well is located on the leased premises. p1ymcn1s may be made in 
accordance with the shut-in provisions hereof. 

12 r>Rli.I.ING ANI> REWORKING AT EXPIRATION Of l'lliM/\R Y rERM lr. at the expiration of the primlll)' term, neither oil nor ga.s Is being 
produced on said lond, but Lessee Is then engaged in drilling or reworking operations thereon, this lea.sc shall remain In force so long as operations on said well or for 
drilling or reworking of any additional well are prosecuted in goo~ faith and In workmonlike mar10cr without Interruptions totaling more than sixty (60) days ~ming 
any one such operation, ar1d if they result in the pro~uetion or oil and/or ga.s, so long thereaflcr a.s oil and/or gAS Is produced in paying quantities from sold land, or 
poymcn1 or shut·in oil or ga.s well royalties or con1pensotory royalties Is mode a.s provided In this lca.sc 

13. CESSATION. DRILLING, AND REWORKING. If, aner the expiration of the primary term, production of oil or ga.s from tholca.scd premises, a ncr 
onee obto lncd, should eea.se from any co use. this lea.se sholl nottennlnore tr Lessee eommenccs addlrlonol drlllln& or reworklna operations within sixty (60) days 
a ncr such ccsutlon, and this lca.se shall remain in full force and effect for sn long a.s such opet11tlons continue In aood follh and In workmanlike manner without 
interruptions totaling more than sixty (60) days. If such drilllna or reworking operotlons result In the production or oil or ca.s. the lease shall remain In full (orce and 
ctrect for so long a.s oil or gL! Is produced from the lca.!ed premises In poying quantities or payment or shut·in oil or gL! well royalties or payment of compensatory 
rnyalties Is made as provided herein or a.s provided by law. If the drilling or reworking operations result In the completion or a well a.s a dry hole,lhelea.se will nol 
teuninatc If the Lessee comnrencu additional dtllllng or reworking operations within sixty (60) ~ays aRer the completion of the well a.s a dry hole, and this lea.sc 
shall remain In effect so long as Lessee continues drilling or reworking operations In good faith and In a workmanlike milliner wlthoutlnlcnuptlons totaling more 
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation or production. 

14. SHUT· IN ROY 1\LTIES. For purposes of th is paragraph, •well" means any well !hat ha.s been a.ssigned a well number by lhe state agency having 
juris~ict ion over lhc production of oil and aa.s. If, at any time oiler lhe expiration of the primary term of a lea.selha~ until being shut in, was being mainllined in 
rurce and effect, a well capable of producina oil or ga.s in paying quantities is located on the leased premises, but oil or aa.s is not being produced for lack or sultoble 
production (ocilities or lack of a suitable market, then Lessee may pay a.s o shut·ln oil or ga.s royalty an arnount equal to double the annual rental provided In the 
lease, but not less than S 1,200 a yc11 for each well capable of producing oil or gL! In paying quantities. If Paragraph 3 oflhls lea.sc docs not specify a dcloy rcntol 
amount, then for the puiJIOses of this poragroph,the delay rental amount shall be oue dollat (SI.OO) per acre To be effett lvc, coch initio! shut·in oil or gL! royolty 
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must be pa1d on or bef01c: (I) the expiration oflltc primary lcnn, (2) 60 days ancr ll1c Lessee ceases 10 rroducc 011 or gas from the leased prenuscs. or (3) 60 days 
a ncr Lessee completes a dlilling or reworking operation in accordance w1th the leose prOvisions: whichever date is latest. Such payment shall be made one-half ( 112) 
10 the Commissioner of the General Land Office and one-half (112) 10 the owner of the soil. If the shut-in oil or gas royally is paid. the lease shall be eonsidcred lo be 
a producing lease and the payment shell extend lltc lcnn of the lease for a penod of one yc11 from the end of lite primary lcnn. or from the lirsl day nflhc mouth 
following the month in which production ceased, and. aller ll1a1. if no suitable producuon facilities or suitable masket for lhe oil or gas exists. Lessee may extend the 
lease for four more successive pcriotJs of o~c (I) year by paying lhc umc amounl each yc;v on or before the c"piration uf each shut· in ycnr 

15. COMPENSATORY ROYAL TIES. If, during the period the lease Is kcplin crfeel by r ayrnenl oflhe shut-In oil or gas royally, oil or gas is sold ar1d 
delivered in paying quanlil ics from a well located within one ll1ousar1d (1,000) feel of the leased premises and completed In the same producing reservoir, or in any 
case In which drainage is occurrins, the right to conllnuc to maintain the lease by paying the shut·in oil o r sa.s royalty shall cc:asc, but tl1c lca.sc sh&JI remain cffccllvc 
for the remainder of lhe yeas for which the royalty has been paid. The Lcnce may main1ain the lease for four more succcnlvc years by Lessee paying compensatory 
royally althc royally rate provided In the lease oflhe m11ket value ofrroducrion from the well causing the drainage or which is completed in the same producing 
reservoir and wllhln one thousand (1.000) feel ofthc leased premises. TI1c compensatory royally Is lo be paid monthly, one-half(l/2) 10 the Con1mlssloncr of the 
General Land Office and one-half ( 112) 10 the owner or the soil, beginning on or before the last day or the month following the month In which the oil or gas Is 
p1oduccd from I he well causing the drainage or 11111 iscomplelcd In the sasne producing reservoir and loeatcd wllhin one ll1ousand ( 1.000) feet of I he leased premises 
lflhe compensatory royally paid In any 12-monlh period Is in an amount len than the annual shut- In oil or gas royally, Lessee shall pay an amount equal to the 
dirference within thirty (30) days from the end of the 12-monlh period. Compensatory royally paymcnu which 111c not timely paid will accrue penally 111d lnlcrcsl in 
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable dcvclopmcnl nor ll1c obligation 10 drill oiTscl 
wells as provided In Texas Natural Resources Code S2.173; however, atlhc delcmrination of lhc Commissioner, and wllh the Commissioner's Wlillen approval, the 
payment of compensatory roy allies can satisfy the obligation 10 drill oiTscl wells. 

16. RETAINED ACREAGE. Notwilhslanding any l'ruvision of this lease lo the eon11ary, •Rcr a well producing or capable of producing oil or gos has 
he en completed on the leased premises, Lessee shall exercise the diligence of a reasonably p1udcn1 operAtor in drilling such addhlunal well or wells as may he 
reasonably necessary for the proper development of I he leased premises and In maskeling the production Urercon. 

(A) VERTICAL. In the cvcnlll1is lease is in force and c!Tcctlwo (2) years aOer lhc expirat ion dale oflhc primary or extended term II shalllhcn tcmrlnalc 
a.s to all oft he leased premises, EXCErT (I) 40 acres surrounding each oil well cap~toblc: of producing In paylna quantit ies and 320 1crc.s surrounding c•ch gas we ll 
capable of producing in paying quantities (including a shut-in oil or gas well as provided in P111agraph 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 unh pursuant to Texas Natural Resources Code 52.151· 
S2.1 Sl. or (3) such greater or lesser nun1bcr or acres a.s may &hen be allot~ ted for production purposes to a prorat ion unh for each such producing well under lhc rules 
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental aull•ority having jurisdiction. I fat any time afler the crfcclive 
dale of U1e partlaltem•inalion provisions hereof, the applicable Ocld rules ate changed or the well or wells located thereon arc rcclaniOed so lhalless acreage Is 
thcrcancr allocated to said well or wells for production purposes, this lease shall thereupon 1em1inatc as 10 all acreage not thercafler allocated to said well or wells for 
production purposes. Notwithstanding lhc lcnninotlon oftlris ieo.sc as 10 a portion of the lands covered hereby, Lessee shall nevertheless continue 10 have lhc right or 
ingress 10 and egress from the lands Sliil subjccl lO this lease for all purposes described in Pasagraph I hereof, together with cascmcnu and righu-of-way for existing 
roads, existing pipelines and other existing facilities on, over and across allrhc l111ds described in ParagrAph I hereof ("lhe retained lands"), for access 10 as1d from U1c 
IClained lands and for lire gathering or transportation of oil, gas and oll1er minerals produced from the retained lands . 

(II ) IIO~ I :i:O~IT,• b In ~" a onllhio ' '"'" io io r,,., and olfeet l• o (2)) em eRe1 the cxphatiou dalC of tile pliniBI] or cxtcudcd 1<1111 il shall frll d101 
tcnuiuete A3 to all dcp~u below 169 1\:ct belo w the to tal dep~i dlillcd (hcitillaAti ' dccpca dcpd1s) In each well located OIIBCi t age attained Itt Pwagcaph IG (A) 
aha a, ani SJ on 01 heMIC I a f2) ) CWJ af\u drc pdmarJ 01 extended 1<11 11 l.e33cc pajS .,, amoont cqualw 011e half(l/2) of die bouos odglnally paid a:s 
uuaii4 11at'on fou chis lctde (•u JpeciRcd 0 11 page I liCicofJ. If such BJiioumls paid, chis lease sliall be In lbitt BJitl tll ttc as co such ueeper depths, and said 
II l . lllioUl t hall ha 1hll) ad rdu IH adclitio::cl pedod of two fl) jCWS &lid SO loug ditiC &ftCI iS oil 01 gas Is JIIUdOttd liijiijliig QUIJhillts IIOiii SOCii dtt pt i dtpliiS 
CUICICd bj ll lis (ease. 

(C) IDENTIFICATION AND FILING. ll1c su1facc acreage retained hereunder as 10 each well shall, o.s nearly as praelical, be In lhc fonn of a squasc whh 
llrc well located in the center thereof, or such other shape as may be approved by the Commissioner oftl1c General Land Office. Within thirty (30) days aflcr partial 
tennination o f lhis lease as provided herein, Lessee shaH execute and record a release or re leases containing 1 satisfactory legal description of the acreage and/or 
depths not re tained hereunder. The recorded re lease, or a certified copy of u me, shall be Olcd in the General Land Office, accompanied by the Oling fcc prescribed 
by I he General Land Office rules in dTccl on the date the release Is filed If Lessee fails or rcfusu 10 execute and 1ecord such release cr releases within ninety (90) 
days aner being requcSlcd to do so by the General Land Office, then the Commissioner al his sole discretion nray designate by wrinen inSlrumenl the acreage and/or 
depths to be released hereunder and record such inslr1Jmcnt at Lessee's expense in the county or counties where the lease is located and in the official records of the 
General Las1d Office and such designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither IIIC bonus. delay rentals, nor royalties paid, or 10 be paid, U11dcr this lease shall re lieve Lessee of his obligation to p1o1ee1 
the oil and ga.s un4Jcr the above-described land from being drauncd. lessee, .sublessee, receiver or Olhct agent in control oflhe leased prcntises shall drill as many 
wells as the facts may justify and shall usc appropriate means and drill to a depth necessary 10 prevent UOIItiC drainage of oil and gM from the leased premises. In 
~tdcJhion , ifolland/or ga.s should be produced in commercial quanthies within 1.000 feel o f the lea.sed premises, or In any c.uc where the leasc4J premises Is be inc 
drained by production of oil or gas, the Lessee, sublessee, receiver or oll1er agent In control ofthc leased premises sholliu good fa ith besln the drillins of a well or 
wells upon llrc leased premises within 100 days aner the draining well or wells or the well or wells completed within 1,000 feel of the leased premises Slart p1oduciug 
in commercial quantities and shall prosecute such drilltn& with diligence. f1ilurc 10 saliJfy the slatutory offset obligation may subject this leue and the owner of the 
soil's agency rights co forfe iture. Only upon the detcnnination of the Commissioner of ahe Generall.amJ Office 11nd whh his wriucn approval may ahe payment of 
collnpensatory royally under applicable SlDlutory parameters satisfy 1hc obligor lou 10 drill an offset well 01 wells required under this paragraph. 

I g, FORCE MAJEURE. If, afler a good faith crfort, Lessee Is prevented from complying wiU1 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 or w111, rebellion, rlou , strikes, acu of God, or 
any valid on.fcr, rule or regulation or government authority, then wh1lc so prevented, l.cu cc's obligation 10 comply w ith such covenant shall be suspended and l.esscc 
shall nol be liable for damages for failure 10 comply with such covcnanu: addilionally,this lease shall be extended while Lessee Is prevented, by any such cause, 
from conducting drilling and reworking operations or rrom producing o il ot gu from the lca.sc4J premises llowcvct, nothing in this pa.ragraph shall suspend the 
payment of delay rentals In order lo malmain lhis lease in crfecl during the primary leon in U1c absence of such drilling or reworking operations or product ion of oil 
or ga.s. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



BOOK S ·:· .: ~PAGE 

and markcl value including ga.s meier rcadincs. pipeline rcccipu. sa.s line rcccipu and other chctkJ or memol"ltlda of amount produced and put Into pipelines, tanks, 
or pools and gos lines or ga.s storogc, and any other reports or records which the Gcncrall.and Office may require 10 verify lhc gross produce ion, d lsposilion and 
matkct value In all cases I he authorlly of a manager or egcnllo act for the Le-ssee herein must be ntcd In the General I. and Omcc Each royally p3ymcnt shall be 
ac<nn~panlcd by a check scub, schedule, summary or olhcr rcmiltancc advice showing b~ lhc a.sslcncd General Land Office lcosc number lhc amount of royally beina 
pood on each le&Sc If Luscc pays his royally on or before thiny (30) days aRer the royally payment W&S due, then Lessee owes a penally or SYo on the royally or 
S25 00, whichever Is greater. A royally payment which Is over thlny (30) days late shall accrue a penally or 10'/o of !he royally due or S25.00 whichever is greater 
In addillonlo a penally, royallies shall accrue lnlcrcslola ra te of 12% per year, such in1cre11 will hcgm occruin& when the royally Is sixty (60) days overdue. 
Allidaviu and suppon lng documcnu which arc not filed when due shall Incur a penally in an amounl sci by lhc General Land Office admlnislrallvc rule which Is 
effective on lhc date when !he affidavlu or supponlng documcnu were due n tc Lessee shall bear all responsibility for paying or causing royalllcs 10 be paid a.s 
prescribed by the due date provided herein. Payment oflhc delinquency penally shall in no way operate 10 prohibll the State's right of forfcilurc a.s provided by law 
nor ace to postpone lhc dale on which royalcics were originally due. The above penally provisions shall nolapply in ca.ses of chic dispute a.s 10 the Stale's ponion or 
the royally or 10 thai ponlon of the royally in dispute a.s 10 fair markccvaluc 

10 (A) RESilRVES, CONTRACTS ANI> OTIIER RIOCORI>S. Lessee shnll onnunlly fum ish the Commissioner oflhc General L.and Office wllh 
iu best possible estimate or oil and gos reserves underlyln&lhis I cu e or allocable 10 this I cue and Jhall rumlsb u ld Commissioner wllh copies or all contracu under 
wh1ch aas is sold or processed and all subsequent aarccmcrru: and amendments to such conuacu whhin thirty (JO) days encr cntcrinainlo or maklnc such contracts, 
agrccmcntJ or amendmenu. Such contucts and agrcemcnt.s when received by the General Land Office shall be held in eonl'idencc by I he Geneul L1nd Office unlcs.s 
otherwise autborl>ell by Lessee. All other contracu ond records pcnainlng 10 I he production, llansponallon, ult and market ing oflhc oil and sa.s produced on said 

• • • ; re111ises. includlns lhc books and accounu, rccclpu and dlscharses of all wells, tanh, pools. meters, and pipelines shall at oil limes be subject to lnspcclion and 
• • • • • cxautinatiun hy the Commissioner of the Gcncrol Land Onicc, the Auomcy General, lhc Governor, or the rcprescnlallvc or any or them. 

• • •:• 1 (D) PERMITS, DRILLING RECORDS. Wriucn notice or oil operations on lhls I cue shall be submlucd 10 lhc Commluloncr or the General 
• • 'tand Office by Lessee or operalor live (5) days before spud date, workovcr, rc..:nlry, lcmporary abandonment or plug and abandonmcnl of any well or wells. Such 

• wriucn notice 10 the General Land Office shall include coplu of Railroad Commlulon forms for oppllcallon 10 drill . Copies ofwclllcsu . completion rcpons and 
i lusglng reports shall be supplied 10 lhc General Land Office lllhc time !.hey arc filed wilh lhc Tcxos Roilroad Commlu lon. All appllcolions, permits, reports or 

• • • • • e ther filings lhal reference this leue or any speclnc well on lhe lca.scd premlsu and thai ore submiucd lo the Texa.s Rallrood Commission or any other s ovcmmcnlal 
• l gcncy shall Include the word "Stole" In lhc lillc. Addit ionally, In accordance wilh Railroad Commission rules, any slgnasc on lhe lcoscd premises for the purpose of 
• • ialcnllfylng wells, tank baucrles or other ossoclatcd lmprovemenu 10 the land muse also Include lhc word "Slate • Lessee shall supply lhe General Land Office with 

• • • l'tY records, memoranda. accounts. repons, cunlng,s and cores, or other infonnat1on relative 10 the operation orthe above..ctescribcd premises, which may be 
• rcqucSicd by the General Lend Office, In addition 10 those herein expressly provided for. Lessee •hall have an cleclllcol and/or rodioacllvlty survey mode on lhc 

• borc•holc SCCilOn, from I he bose Oflhc JUrface CI.Sins IO I he lOIII dcplh of well, of ali wells drilled on lhe above deJCrlbcd premises and shalllronsmil I IOIC copy of 
• • the los or each survey on each well to the General Land Office wllhin liRccn (IS) doys a ncr I he making or said survey. 
• • • • •• (C) I'ENAL TIES. Lessee shall incur a penally whenever reports, documcnu or Olhcr malcrlais ore nol nlcd In lhe Gcneroll.and Office when 

due The penolly for laic fil ing shall be Selby the Gencrall.and Office administrative rule which Is efTcclivc on lhc date when the molerlals were due In lhc General 
l.and Offi ce. 

II . DRY IIOLEICESSA n ON OF PRODUCTION DURING PRIMARY TERM If, during the primary term hereof and prior to discovery and production 
ur 011 or gu on said land, Lessee should drill o dry hole or holts I hereon, or If during lhc primary term hereof ond a ncr the discovery and octuol production or oil or 
gos front I he I cued prcmlscuuch production lhcrco(Jhould ccosc from ony cauJe, lhls lc&Sc shall nollcrmlnalc If on or before lhc cxplrallon of sixty (60) days from 
dale or completion or u ld dry hole or ccsulion or production Lessee commences oddilional drilllna or rework in& operations thereon, or poys or lenders lhe next 
annual dcloy rcnlllln the •arne manner a.s provided In this lea.sc. If, during lhela.sl year of the primary term or wllhin sixty (60) doys prior lhcrclo, o dry hole be 
completed and abandoned, or lhc production or oil or ga.s Jhould ccuc for any couJc, Lessee's rlghU sholl remain In full force and efT eel without funhcr operations 
untillhc expiration of lhe primary term; and lf Lcucc ha.s nol resumed produccion In poying quancil lcs allhc cxplrallon of lhc primary 1crm, Lcss<e may molnloin this 
lcose by conducting addilional drilling or reworklns operat ions pursuant co Paragraph 13, using lhc cxpitalion of !he primary term a.s !he dale of cessation of 
production under Parogroph 13. Should the firsl well or any subsequcnl well drilled on lhc above described land be completed a.s a shul·ln oil or cu well wilhin the 
pri111ary term hereof, Lessee moy resume payment or I he annual rental in I he same manner as provided herein on or before lhc rental poylns dole follow! n& the 
CXplraliOII Of SlXIY (60) days from lhc dale Of complcl lOn Of SUCh ShUl•in Oil Of ga.s Well and UJ)On I he failure 10 make SiJCh payment, I his ie&Se shall ipso (octo 
1ennlna1e If all he expiration or the primary 1cm1 or any lime lhercaRcr 1 shul·in oil or ga.s "'ell is locolcd on I he I cued premises. payments moy be made in 
accordance with lhc shuHn provisions hereof 

12. llRII.I.ING ANI> REWORKINO AT EXPIRATION OF PIIIMARY rERM If. ollhe expiration of the primary term, ncilhcr oil nor sa.s is being 
producc<l on said land, bul Lcstee Is lhcn engaged in drill ing or rcworkins operations !hereon, this lca.sc shall remain In force so long a.s operallons on said well or for 
drilling or rcwotklng of any ad~ ilional well ore prosccuicd In good fai01 and In workmanlike manner wilhuutlntcrrupilons lolollng more I han slxly (60) d oys during 
any one such operation, 111d If lhcy ruull in lhe production or oil and/or za.s, so Ions thercaRer as oil and/or &&S Is produocd in payina quanthiu from said land, or 
payment of Jhut·in o il or sos "'ell royalties or compensatory royallicJ Is mode &S provided In this lcosc 

IJ . CESSA noN. DRILL! NO. AND REWORKINO. If. a ncr I he expiration oflhc primary term, production or oil or gos from the leosed premlsu , after 
onoc obtained, should ceose from any cause. th is leosc Jhall no11ermina1e If Lessee com mentes oddhlonal drilling or reworking operol lons within slxly (60) days 
ancr such cessation, and this leosc Jhall remain In lUll force and efTeet for sn long u such operations continue In good faith ond In workmanlike monncr whhoul 
inlcrrupllons lOla ling more I han sixty (60) days. If such drilling or reworking operations n:sull In lhc produce ion of oil or gos, I he lca.sc Jhall remain In full force and 
clfccl for so long a.s oil or ga.s Is produced from I he lca.scd premises In paylns quanlhles or payment or shul·in oil or gos well royoliics or paymcnl or compensatory 
roy allies is mode as provided herein or as provided by law. lflhc dri lling or reworking opcrollons rcsnh in lhe completion ora wellos o dry holc.lhc leue will nol 
lcrmlnatc lflhe Lessee commences addhlonal drilling or reworking operalions within six ty (60) days oRer lhc complcclon oflhc wclla.s 1 dry hole, and this lease 
shall remoin In cffcel so long as Lessee continues drilling or reworking operations in good faith and In 1 workmanlike manner wllhoullnlcrrupllons 1011ilng more 
than sixty (60) days. Lessee shall give wrlucn nollcc 10 I he General Land Office whhln lhiny (30) days of any ccssollon of produclion. 

14. SHliT·IN ROYAL TIES. For purposes of this poragraph, "well" means any well that hos been ossl&ned a well number by lhc stale •seney having 
judsdlctlon over lhc production of oil and gas. If, II any lime alter lhe expiralion oflhc primary lcrm ora lease lh a~ unill being shut in, wa.s being maintained in 
force ond effect, I well capable or produclns oil or ga.s In paying quanlilics Is located on I be leased premises, bul oil or g&S is nol being produced for lack or sullable 
production facilit ies or lock of 1 sullablc market, then Lessee may pay os a shul·ln oil or £&S royally an amount cquolto double I he onnuol rcntol provided in I be 
lca.sc, but not less than $1 ,200 a year (or each well capable of producing oil or gas In poying quanlilles If Paragraph 3 of !.his leuc docs noi Jpeclry a delay rental 
amount. then (or the purposes of this p•rasuph, I he delay rental amount shall be one dollar (S 1.00) per acre To be effective. each Initial shut-in oil or gas roy1hy 
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19 WARRANTY CLAUSE. The owner of the soal wanant< and agrees to defend tlllc to the leased prcmucs lflhc owner of the soil dcfaulu an 
payments owe!.~ on lhc leased premises. then Lessee may redeem lhc ughtJ O(lhc owner o(lhc SOli in the lca.scd prcmtscs by pay1ra any mon&a&c. taxes or Other hens 
unllac lease~ premises If Lessee makes paymenu on behalf of the owner of the soil under lhls paragraph,lessco may recover the ...ost of these paymcnu from the 
rental and royal11cs due the owner ofth( soil 

20 (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than lhc entire undivided surface estate an the above 
~<><nbed land, whether or not Lessee's Interest I< specified herem, then the royolllcs and renl&l herein provided 10 be paid to the owner or the soli shall be paid to him 
in the proponlon which his interest bears 10 the ent iac undivided surface estate and lhc royalties and rental herein provided to be paid 10 lhc Commissioner of I he 
General Land Office of the State of Texas shall be likewise proponionalcly reduced llowcver, before Lessee adjusu lhc royally or rental due to the Commissioner o f 
the General l,.nd Office. Lessee or his authorltcd representative mtUI submh 10 the Commissioner of the Gcncrol l..and Office a WTillcn stllcmcnl which explains lhc 
dime1•••••·y between the Interest purponcdly leased under this lc .. e and the actuallnlcrest owned by lhe owner ofthc soli. The Commissioner of Ute Gcncn l land 
OOice >h.•ll be paid the voluc oflhc whole production ollocable to any undivided Interest not covered by a lease, less lhc proponlonatc development and production 
cost aiiiiCablc 10 such undivided interest. l lowever, in no event shalllhc Commissioner of the General !..and Office receive as a royalty on the gross production 
alhx:11blc to the untflvldcd lnlcrcst not lcucd an amount less than 1hc value ofonc·s1xtccnth (1/16) of such aross producllon. 

(0) REDUCTION OF PA YMI:NTS. If, durin~ the primary term, a ponlon oflhc land covered by lhls lease Is Included whhln the boundaries 
oro poole~ unit that has been approved by the Sehoul Land Ooard and the owner of the soil in accordance wllh Natural Resources Code Sections S2. 1 Sl-52.1 S4, or 
if, at any time af\cr the expiration of lhc primary term or the extended term, this lca.sc covers a lesser number of acres Lhan I he rota I amount described herein, 
poymcniS th1111c made on a per acre basis hcrcundcrshall be rc~uccd oc.ordin~ to the number of acres pooled, released, sunendered, or otherwise severed, so that 
paymcnu dcccnnincd on a per acre basis under the tcnns oflhls lease durm& Lhc primary lcrm JhaJI be e&Jcul• tcd buc:d upon Lhc number of aucs ouuldc the 
boundariu of a pooled uni~ or, if after the expiration of the primary term, lhc number o f acres actually reulncd and covered by lhls lease . 

21 . USE OF WATER. Lessee shall have the right to usc water produced on said land necessary for operations under lhls lease except water from wells or 
lan~s of lhc owner of the soil; provided, however, Lessee shall not usc potable water or water suitable for livestock or Irrigation purposes for wetcrOood operations 
wi thout the prior consent oflhe owner oflhc soli. 

22. AlfTIIOR!ZED DAMAGES. Lessee shall pay lhc owner oflhe soil for damages caused by lu operations 10 all penonal propeny, lmprovemenu, 
livestock and crops on said land . 

23. PIPElfNE DEPTII. When requested by the owner of the soil, Lessee shall bury iu pipelines below plow depth. 

24. WELL LOCATION LIM IT. No well sholl be drilled nearer than 1wo hundred (200) fcci iO any house or bam now on said premises wlthoullhc 
wrillcn consent of the owner of the soil . 

2S POLLUTION. In developing lhis 11ca, l.esscc shall usc the highest degree o f c11c and all proper ufcgu11ds to prevent pollution. Without limiting I he 
forcgoinM;. pollution of coaslal wcti1J1ds, n11ural waiCI'\Yiy S, rivers and Impounded Wiler shall be. prcvcntcd by the usc of containment faclllllcs sufficient to prevent 
spillage, seepage or ground water conl&minatlon. In the event of pollution, Lessee shoJI usc all means atlu dlsposol to rccapluro oil escaped hydrocarbons or other 
pollutant and sholl be responsible for all damage 10 public and private propenlcs. l.cssce shall build and mainta in fcncc.s around lu slush, sump, and dralnaae piiJ 
on~ honk baucrlcs sou to protect livestock against lou, dama~e or Injury; au~ upon completion or abandonment of any well or wells, l..csscc shall 011 and level all 
>lu>h piiJ and cellars &Jtd coruplclcly clean up lhc drlllhtH she of oil rubbish thereon. l.csscc shall, while conducting operat ions on the leased premises, keep sol~ 
premises free of all rubbish, cans, bollles, paper cups or garbage, and upon complet ion of operalions shell restore the surface oflhc land to as ncar lu original 
condition and conloun as is practicable. Tanlcs and equipment will be kepi painted and presentable 

26. REMOVAL OF EQUIPME!'IT. Subject to limitat ions In Utls p11agraph, Lessee shall have the right to remove machinery and fixtures placed by 
lcs.sc.c on the leased prc.ml.scs, lncludin& the rJahl to draw and remove c.a.sln&. whhln one hundred l\o\cnty ( 120) days after the cxplral lon or the tcnnlnallon of this 
lease unless the owner of the soil &rant< Lessee an extension of this 120-day period. However, Lessee may not remove c:asln& from any well capable of produCing oil 
and gas in payin& quantities. Additionolly, Lessee may not draw and remove casing until after lhiny (30) days wrincn notice to the Commissioner of the General 
Land OOicc and to lhc owner oft he soil. The owner uf I he soil )hall become I he owner of any machinery, Oxcurcs, or c.aslna which &lc nol rlmcly rcmovciJ by 1-cu.cc 
under the I emu of this pangraph. 

27. (A) ASSIGNME!'ITS. Under the conditions contained In lhis paracraph and Paragraph 29 oflhls lcasc,lhc righu and cstalcs ofellhcr pany to this 
lcuc may be a.ssiancd, in whole or In patt~ and the fUOVt.)ions of this lease shall extend to and be: bindina upon their heirs, dcvlsccs, lc&al rcprcsenletivu, successors 
•ud a.u1~n.1 lluwcvcr, • change or ..Jivislon In owucnh•l' oflhc la.nd. rcnlals, or royalties will noa cnlarac ahc obllaalions oflcucc, diminish the rlghu, prlvllc¥cs 
lJid CSI• I<> of l.cucc, lmpolr the effectiveness or any payment made by Lessee or Impair lhc clfectivencss or lilY act performed by i. essec And no cltancc or 
~ivision In owncnhip of the land. rentals, or royalties shall bind I cssce for any purpose unlilthiny (JO) days after the owner of the soil (or h•s heirs, devisees, legal 
representatives or assigns) furnishes the Lessee walh satisfactory wrhtcn evidence nflhc change in owncnhlp, Including the orlalnal recorded munlmcniS or th lc (nr a 
<en hied ~upy o f <uch original) when the owncr.hlp changed b.:~ a usc of a conveyance A 1o1al or panlal ass lgnmcnl of lhls lease shall, 10 I he cxlenl oft he Interest 
Blstgncd, relieve and discharge Lessee of all subsequent obligations under this lease. lfrhls lease Is assl&ncd In lu cntlrery u to only pan o f the acreage, the right and 
option to pay rcntols shoJI be apponloncd u between the severo I owners ratably, according to the area of each, and failure by one or more of them 10 pay his share of 
the rental shall not aO'cctthls lease on the pan ofthcland upon which pro rata rentals 11c timely paid or tendered; however, If the asslanor or asslcncc docs not file a 
e<nolicd eory of such assignment In the Gene ni l and Onlcc before the next rental pay In& date, the entire lease shall terminate for failure to pay the entire rental due 
under ~arogreph J . Every assignee shall succeed to oil rl~hu and be subject to all obligations, liobalitlcs , and penoltlcs owed to the State by the orlclnallcssee or any 
pnor asSignee of the lease, lncludinc any liabilities to the State for unpaid royalties. 

(B) ASSIGNMiiNT LI MITATION. Notwithstanding any provision in raragreph 27(a), if Ute owner o(lhe soli acquires this lease In whole or In pan by 
assignment wllhoutlhc prior wrlncn approval oflhc Commissioner o flhc Gcncrall.and Office, this lease Is void as of the time of ass lcnmcnt and the agency power 
of the owner may be forfeited by the Commissioner. An assignment will be treated as lfh were made 10 the owner of the soil lflhe assignee Is: 

( I) a nominee o f lhc owner oflhcsoil; 
(2) a corporation or subsidiary In which lhc owner of the soU ls a principal stockholder or Is an employee of such a corporation or subsidiary; 
(3) a partnenhlp In which lhc owner oflhe so ills a partner or Is an employee of such a panncrshlp; 
(4) a principal stockholder or employee oflhe corporation which b lhe owner oflhc soil: 
(S) a partner or employee In a panncrshlp which Is the owner o flhc soli; 
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(6) 1 nduciary ror che owner or c.hc soil: includin& but nol limitelllo •&uNdi:m. lru~lee. e'ccutm. ~dm ini~u•tor, receiver. ur con~crY•for fhr the 
owner o f the soil: or 1 , ~ • . • 
(7) a family member or the owner or the soil or related lo the owner or the soil by marroaac. blood. or adoptoon. 

21. RELEASES. Under the conditions contained In this paraa111ph and Paragraph 29. Lessee n1oy at any time execute and de liver to the owner o f the soil 
.,~place of record a release or releases coverina any ponlon or pon lons of the lcii.Se~ prcnlises. and thereby surrender ~tis lease as to such ponion or por1lons. and he 
relieved of all subsequent obllaatlons as to acrcaae surrendered. If any pan of ~1ls lease i~ properly surrendered, ~•e de loy rental due under this lease shall be reduced 
by the proponlon that the surrendered acreage bemto the acreage which was covered bylhls lease Immediately prior to such surrender: howe ver. such release will 
not re lieve Lessee o r any liabilities which may have accrued under this lease prior to the surrender of such acreage. 

29. FILl NO OF ASSIGNMENTS AND RELEASES. I fall or any pan of this lease is assigned or released, such assignment or release must be recorded In 
the county where the IMd ls situated, and the recorded lnstrumcn~ or a copy of the recorded lnstnomcnt certiOcd by tloe County Clerk o f the county In which the 
instrument is recorded, must be Oled In the General Land Office within 90 days o f the last execution dote accompanied by lhc prescribed liling fcc . If any such 
asslanmcntls not so Ole d. the rights acquired under this lease shall be subject to forfeiture at the option of tlte Commissioner of the General Land Office. 

30 I)ISCLOSURE CLAUSE. All provisions pertainln& to ~tc lease ofthc abo•c·descrihcd l•nd hn•c been included in this ins trument. lncludin~ the 
stotement o f the true consideration to be paid for the execution of ~ols lease and the rights And duties oftloc P"'ties. Any collateral agreements concern hog the 
development o r oil and gas l'tom the leased premises which are not contained in this lease render this lease Invalid" 

3 1. FIOUCIARY DUTY. The owner of the soli owes the State aliducloq duty arod must fully disclose ony faets a rTccting the State's interest in the leased 
premises When the Interes ts of~oc owner of the soli connlct with those of the State, the owner oftloe so Ills obligated to put the State's Interests before his personol 

e • e e ~i!CfCSLS 
••• 

• .l2. r:o ltFiil l UllH. lrLcucc alulflll r"11 ur reru!l:c to uu1ko the f'H'l)'mcnt ,,r,.uy :tlttll whhlu thlt ty tiny~ nncr It hc:cuntc~ due, ur lrl.es~ee or"" nutluubctl 
• • •: "fC-"' ~houlll kuowlnsly mAke any false return or ratse report eoncemlng productlun ur drlll1ntt. or 1r l..c~s:ce shnll rail nr refuse to drill n.ny o!Tsct well or wells In ttootl 

• • filth a.s required by low and ~te rules and regulations odoptcd by the Commissioner of the Gcooc rol Lond Omcc, or If Lessee should foil to rile rcpons in U1c manner 
• required by law or fall to comply with rules and regulat ions promulgated by the General Land Office, the School Llond Board, or the Roilroad Commission, or If 

L~scc should refuse the proper authority access to the records pcnalnlng to operotlons. or If Lessee or on outhori7cd ogcnt should knowingly foil or rcrusc to ~lvc 
• • • • • cwrcctlnformatlon to the proper au thority, or knowingly fall or refuse to furnish the Ocncrol Land Office o concctlog of ony well. or If Lessee shall knowlnaly 

• •i81otc any oftltc mater ial provisions of this lca.sc, or If this lease Is assigned and the assignment Is not riled In the General Land Omcc as required by law, the rights 
• • a~ulrcd under this lca.se shall be 1ubjcct to forfeiture by the Commissioner, and he shall forfeit same when sufficiently lnfonncd of the facts which authorltc a 

e • ro~cltu rc. and when for(elted the area shall again be subject to lease under the tenru orc.he Rcllnqulshmcnc Act I lowevcr. nothing herein sh1ll be construed M 

• ::\vlng the automatic tcrmlnllllon of this lease by operation or law or by reA.Son or auy spe:clallhnl1 111on "'is ins hereunder. Forrchures OUlY be sci lUI de and lhb 
• lease And all rights thereunder reinstated before the rights or ar•othcr Intervene upon satlsfoctory evidence to tltc Commissioner or the Gcoocral Land Office or future 

• • compliance with the provisions o f the law and o f this lease and the rules ond regulations tltot may be adopted relative hcrcoo. . . 
• • •• 33. LIEN. In accordance with icxas Naturol Resources Code 52.136, the ~t ote sholl hove o Orstllcn upon oil oil and gos produced front lhc ore• covorcd 

by this lcii.Sc to secure payment of all unpaid royalty and oUter sums or 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 alllcii.Scd minerals In and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
proceeds arc held by Lessee or by a third party, and alllixtures on and improvements to the lcoscd premises usod in connection with the production or processing of 
such leased m inerals In order to secure the payment o r all royal ties or other amounts due or to become due under this loasc and to socuro payment or any darnaaes or 
loss thll Lessor may surfer by reason of Lessee's broach of any covenant or condition of this lease, whether ox press or implied. This lien and socurity interest may be 
foreclosed with or without coun proceedings In tho manner provided In the Title I, Chapter 9 of tho Texas Business and Commerce Code . Lessee agrees that the 
Commissioner may rcqulro Lessee to cxocutc and record such Instruments as may be reasonably necessary to acknowledge. attach or perfect this lion. Lessee hereby 
represonts that there arc no prior or superior liens arising from and rdating to Lessee's activities upon the abo•c·doscribed properly or from Lcssco's acquisition of 
this lease. Should the Commissioner al any time dotcnninc 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 unitize the royalty Interest of the owner o f tho soil under th is leas< with any other leasehold 
or mloocnllnterest for the exploration, dovelopmcnl and production or oil or gu or e ill1cr or them upon tho same tcmu as shall be approvod by tho School Land 
Board and the Commissioner of the General Land Office for the pooling or unitizing of the Interest of the State under th is lease pu11uant to Texas Natural Resources 
Code S2. 1 S I·S2. 1 S3. The owner of the soil agrees that the Inclusion of this provision In this lcii.Se sat isfies tho execution rcqui10mcnts stated In Texas Natural 
Resources Code S2.1S2. 

lS. INDEMNITY. Lessee hcroby rol<ascs and discharges the State of Texas &Ed tho owner of the soil . their o ffi cers, employees. partners, agents, 
contractors. subcontuetors, guc.sts. Invitees, and their respective succes.sou and assign.s. or and front •II aJ1d M)' actions and causes or ace ion or every nature. or olhcr 
honn, including environmental harm, for which recovery of damages Is sough~ lncludina. but not limited to, all losses and expenses which are caused by the 
activities of Lessee, Its officers, employees, and agents arising out of, Incidental to, or resulting from, tl1c operations of or for Lessee on tho lca.scd promises 
hereunder, or that may arise out or or be occasioned by Lessee's breach or any of the tcnns or provisions of this Agreement., or by any other nogllgcnl or strictly liable 
act or omission of Lessee. Further, Lessee hereby agrees 10 be liable for. cxoncrato, lndcmnify, dofcnd and hold harmless the State of Texas and the owner o f the soli , 
their officc11, employees and agonts, th<lr successo11 or assigns, against any and all claims, liabilities, losses, damages, actions, personal Injury (Including doath), 
costs and expenses, or other harm for which recovery of damages Is sough~ under any theory lncludlnc to~ contnct, or strict liability, Including attorneys' feu and 
other legal expenses, Including those relotcd 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 arlslna from or In any way related to Lessee's operations or any other o f Lessee' s activities on the lcoscd premises: those arising l'tom 
Lessee's usc of the surface of the leased premises; and those thll may arise out of or be occaslonod by Lusce's breach of any of the tcnns or provisions of this 
Agreement or any other act or omlsllon of Lessee, Its directors, officers, cmployocs, partners, agonts, conttactors, subcontractors. guests, Invitees, and their respective 
successors and assigns. Each aulgncc o rt.hls Agreement. or an Interest therein. agrees IO be liable ror, cxoncnlc, lndemniry, de(end and hold harmless lhc State or 
Tcxii.S ond the owner of the soli, their officers, employees, and ageniSin the same manner provided above In connection with the activities of lcssco, Its om ccrs. 
employees, and •acnts as described above. EXCEI'T AS OTII ERWISE EXPRESSLY LIMrrEO IIErtEIN, ALL OF T il E INOEMNITV OBLIGATIO NS 
1\NO\Ort LIAB ILITIES ASSUMED UNOER T ilE TERMS OF 11115 AGREEMENT S IIALL DE WITIIOUT LIMITS AND WITHOUT REGi\RO TO 
T il E CAUSE OR CAUSES T JIEREOF (EXCLUDING PRE-EX ISTING CONDITIONS), STRICf LIABILITY. OR T il E NEGLIGENCE OF ANY PARTY 
OR Pi\ RilES (INCLUOING TilE NEGLIGENCE OF TilE INDEMNIFIED PARTY), WIIETIIER SUCII NF.G LIGENCE BE SOLE. JOINT, 
CONCUIIIIF.NT. ACTIVE, O lt rASSIVE. 
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the h ighest degree of eare and all reasonable safeguards to prevent contamination or pollution o f 

· any environmental mcdium,lncludlns soli, surface watcrs, aroundwater, scdlmcnu, and surface or subsurface strata. ambient air or any other environmental medium 
in, on, or under, the leased premises, by any waste, polluiLIIt. or contaminant Lessee sh&ll not brin1 or permit to remain on the leased pn:mlscs any asbestos 
contalnina matcrl&ls, explosives, toxic niatcri&ls, or substLIIees n:gulated as h&Utdous wastes, h&Utdous materl&ls, h&Utdous substances (as the term "Hazardous 
SubsiLIIce" is deOncd In the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA). 42 U.S .C. Sections 9601 , et seq.), or toxic 
substLIIces under any fcdcr&l, state, or loc&llaw or n:aulatlon ("H&Utdous Materials"), except ordinary producu commonly used In connection with oil and gas 
exploration and development operations and ston:d In the usu•l manner and quantities. LESSEE'S VIOLATION OF TilE FOREGOING PROI!IBITION 
S IIALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SIIALL INDEMNIFY, II O LD II ARMLESS 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 BY OR ARISING OUT OF (I) A 
VIOLATION OF TilE FOREGOING PROHIBITION OR (H) lliE PRESENCE, RELEASE, OR DISPOSAL OF ANY IIAZARDOUS MATERIALS ON, 
UNDER, OR ABOUT TilE LEASED PREMISES DURING LESSEE'S O CCUPANCY OR COI'ITROL OF TilE LEAS ED PREMISES. LESSEE SIIALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY TilE 
PRESENC E OR RELEASE 01' ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUTTIIE !.EASED PREMISES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PREMISES IN CONFORMANCE WITII T il E REQUIREMENTS OF APPLICABLE LAW. TillS 
INDEMNIFICATION AND ASSUMPTION S IIALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTIIER ENVIRONMENTAL LAW OR REGULATION. LESSEE SIIALL IMMEDIATELY GIVE TilE STATE O F 
TEXAS AND TilE OWNER OFTiiE SOIL WRITTEN NOTICE OF ANY DR EACH OR SUSPECTED BREAC II OF TillS PARAGRAPII, UPON 
LEARNING OF TilE PRESENCE OF ANY IIAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO IIAZARDOUS 1'-IATERIALS WIIICII l'oiA Y AFFECT TilE LEAS ED PREMISES. TilE OBLIGATIONS OF LESSEE 
IIEREUNDER SIIALLSURVIVE TilE EXPIRATION OR EARLIER TERMINATION, FO R ANY REASON. OF TillS AGREEMENT. 

37. APPLICABLE LAW. ThlJ lease lJ Issued under the provisions of Texas Notur&l Resources Code 52.171 through 52.190, commonly known as the 
Relinquishment Act. and other opplleable statutCJ and arncndmcnu there!<>, and If any provision In this lease docs not conform to these statutes, the st&Nte.s will 
prevail over any nonconformln& lease provblons. 

38. EXECUllON. Thl.s oil and sas lease must be signed and aclcnowlcdged by the Lessee before It b Olcd of n:cord In the county records and In the 
Gcnct&l Land Office of the State of Texas. Once the Ollns requln:mcnu found In Parag.-ph 39 of this l<ase have been satlsOed, the effective date of this lease shall 
be the date found on Pase I. 

39. LEASE FILING. Punuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be nted of record In the office of the County 
Cleric In any county In which all or any part of the leased premises Is located, and eertlOed copies thereof must be Oled In the Ocner&l Land Office. This lease Is not 
eiTcctlve until a ccniOcd copy ofthb lease (which Is made and cenlncd by the County Cleric from his n:cords) Is Oled In the Gener&l Land Office In accordance with 
Texas Natur&l Reso1uces Code 52.183. Addltlon&lly, this lease shall not be blndlns upon the State unless It recites the actual and true cons lde.-tlon paid or promised 
for execution of this lease. The bonus due the St.ate and the prescribed filing fcc shall aecompany such certified copy to the General Land Office . 

LESSEE 
BY: CLAY JQHNSON 

TITLE: _____ -r..---------
.-:_ ~ '/A() 

DATE:_~....;&'-=--~..s..;;;.O ________ _ 

STATE OF TEXAS 

BY:.-:-:-~--:-------::--:,....-::----:-:::-----­
Indivldually and as agent for the S t.ate ofTcxas 

Date: ________________ _ 

STATE OF TEXAS 

BY:-:-:-~--:-------::--:,....-::----:-:::-----­
Indlvidually and as agent for the Stele of Texas 

Date: ________________ _ 

,. 

:~~~~ 
Individually and as agent for the St.ate of Texas , 

~~and Allen Tyler},Zclh f' 

STATE OF 

OY::-:-:-...f.:!>~~~~~~e,.~:::.....:::::::::::::... 
Individually and as agent~ 

Beverly A. Ty 
Oate: ______ __c'-/"t...z"-!;.,.J"------
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BOU 'l n f L J '.I 

STATE OF ____________________ __ (CORPORATION ACKNO WLEL>GMENl) 

COUNTY OF __________________ __ 

BEFORE M E, the undcnlgncd authority, on this day penonally appe~d-------------------------------------------1.-

known to me to be the penon whose name is subscribed to the forcaolna insll\lmcnt. u ______________________________________ or 

.,-----------,.----,...,.---,---:---:-------,-,--:------:-----:----:-.......,.------,-..,--:--o-.,..,--'and acknowledged to me lhat he executed lhe same 
for lhc pui]>OSCS and consideration therein expressed, In the capacity stated, and as the act and deed of uid coiJ>Oration. 

Given under my hand and seal o romcclhlslhe. _____ __:day o r ____________________ _. 19 __ . 

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

STATE OF~------------------- (CORPORATION ACKNOWLEDGMEN'T) 

••• 
• • • • • tOUNTY OF ____________________ _ 

•••• 
• •• • DEFORE ME, lhe undersigned authority, on lhlJ day personally appeared, ___________________________ __ 

• known to me to be lhe penon whose name lJ aubscribed to lhe forcgoln& lnsll\lmcnt. u ____________________________________ ~of 

• • • • .• and acknowledged to me that he executed the same 
• ~r lhe puiJ>OSCI and consideration !herein expressed, In the c:opaciry stated, and u lhe act and deed ~fuid COI]>Ora tlon, 

•• • • • • • • • 
Given under my hand and seal of office this the. _______ .day of ____________________ _, 19 __ . 

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

STATE OF_.,_!lt:.J./...J..::.~Z....,O"'"Iv""I"-'4'----'--- (INDIVIDUAL ACKNOWLEDGMEN'T) 

COUNTY OF~)f.'f)}:'-J..JL..U.c..:zl4dJ.~~L....L.j __ _ 

Before me, the undcnigncd authority, on this day penonally appearcd. _ __,=Gar=:..:l::.;and7.::...,:-'Al=l;:en;::.:.-'Ty~::l.::er.::...;_and=~~w:.:i=..:f~e:..L, ------­
Beverly A. Tvler 

STATEOF __ __;TEXAS~~~------------ (TNDIVIDUAL ACKNOWLEDGMEN'T) 

COUNTY OF ___ MID __ LAND ______________ _ 

Defore me, lhc unders igned authority, on lhlJ day penonally appearcd. ___ _,crA=...,Y._JQ"-""-'HN=SON=..:..._ ________________________ _ 

known to me to be lhc penons whose names arc subscribed to the foregoing lnstrumcn~ and acknowledged to me that they executed the same for the pui]>Oscs and 
consideration therein expressed. 

Given under my hand and seal o r o ffice lhlJ lhe __ _.;("""-:Z;;...::;..._ ___ day of 

Notary Public In and for P1£((...5> 

.,.,:::;.~~__t..J...I,ol;w....~ou..uo.......,.,;~ rrect 
copy of 

Original filed in 
Reeves County 
01erKs Oftloa 
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EXHIBIT "A" 

ATIACHED TO AND MADE A PART OF THAT CERTAIN OIL A D GAS LEASE DATED 
MAY 4, 1998, BY AND BETWEEN GARLA D ALLEN TYLER AND WIFE, BEVERLY A. TYLER, 
AS LESSORS, AND CLAY JOHNSON, AS LESSEE, AND COVERING SECTION 5, S&E NW/4 
NW/4, S/2 NE/4, BLOCK 58, PSL SURVEY, REEVES COUNTY, TEXAS 

If, at the exp1ratton of the primary term hereof, tlus lease IS bemg held by prbductton or a shut-m 
well pursuant to the terms hereof, or Lessee IS then engaged in operattons on sa1d 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 prim<~ry term hereof, Lessee agrees to commence a continuous drilling 
program on said lands, or on lands pooled therewith, withlll 180 days after the end of the pnmary tcm1 
hereof or Within 180 days after the compleuon of dnlhng operations bemg conducted on sa1d land, or lands 
pooled therewith, at the end of the pnmary term hereof, '' l11chever is the later date, and thereafter carry on 
the continuous drilling program until all proratton units have been drilled, allowmg not more than 180 days 
to elapse between the completion of one "ell and the commencement of the next succeeding well . Should 
Lessee fail to commence the contmuous dnlhng program or subsequently default in the perfom1ance 
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 producmg, capable of producing or upon which operations are 
being conducted. The tem1 "proratiOn unit" as used 111 th1s paragraph means any acreage designated as a 
drilling unit or productton unit in accordance with the rules of the Railroad Comm1ss1on of the State of 
Texas. Further, the term "conunencement" shall mean that point in ttme when the pertinent well is spudded 
and the tenn "completion" shall mean the date upon wh1ch the initial potential test report is filed wnh the 
Railroad Commission of the State of Texas, if a productive well, or the date of tiling the plugging report 
with the commission, if a dry hole. Notwllhstanding the tcm1ination of this lease as to a portion of the 
lnnds covered hereby, Lessee shall nevertheless continue to have the nght of mgress to and egress from sa1d 
land still subject to th1s lease for purposes descnbed 111 pa ragraph I hereof, together mth easements and 
rights of way for roads, pipelines and other facilities on, over and across all of the lands sttll subject to th1s 
lease and for the gathering or transportation of oil and gas produced from the retained lands. The sole 
liability or penalty for the failure of Lessee to drill any well or wells required or penmtted m th1s lease shall 
be the tem1ination or pan1al tem11nat10n of Lessee's nghts under the lease as prov1ded above. 

In conductmg such conunuous dnlhng program, Lessee shall be enmled to accumulate and later use ume, 1f 
any, saved between wells, beginnmg with the second well under this contmuous drilling program. If one 
well is commenced sooner than 180 days after the complctton of the last prcccdmg well, the portion of the 
prescribed 180 day penod not used may be earned forward and added to the penod bet\\een subsequent 
wells. 

----- - · - ----~---'-'-~_......._...__ ____ ---

FILE NO. 1607 . -----
FILED FOR RECORD ON TIIE_ --'g:LL.t b.._ __ _ 

DAY OF June 10 23 A - "'-==-----_A. D. 1998 AI : M 

DAY OF ·_..;:J;_;u:.:n:..:e=-_____ A . D. 1998 AI 2 : OOP 

DEPUTY 

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

The above and loregomg 1s a tu( 1/lJC ana~uecr pllotograph'c copy of the 
ong,nal record now'" my lawful custody and llas'sess1on, as th.e S~Ji 
liled'rec~r~I)SI Jl. the publiC ~eAJO~ my offiCe, louPd 111 VOL .;v7. 
PAGEpu THRU~- --• 

......... .," I /) /.' () .. #: E "'~\ I hereby cerufled on @ - , - 7 L.._ 

.~ ~..: \t\ DIANNE 0. FLOREZ, COUNTY CLERK 

\)~7.,.Y. J.J RE~U~TY, TEXAS ~ ~. 
~BY~~ 

DEPUTY 

DIANNE 0 , FLOREZ, COUNTY CLERK 
REEVES COUNTY , TEXAS 

True and eorrect 
copy of 

Original filed in 
Reeves County 
Clerks Office 

M 
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FILE NO . 1606 

Crncral La nd Office . 
Rtllnquilhmnt Act Leu< Form 
Rrviltd, St plembtr 1997 

PAID UP 
OIL ANO GAS LEASE 

------~~~~~~~L-~~~~~--------~~~----~77~~--------------------~------------'sald asenc 
(OIV. Pennanenl Addrou ) 

herein referred 10 as tho owner orlhe soil (whether one or more), and ______ _:CLA~~Y~Ji~O~HN~SONrr~..,..-.....,--,.,,..,.---+---------
?C ~ w . wr~ · Sui t l'! 81 
Mi n l ;mn rx 1<r 

(Oivc Pennanenl Address) • 
hereinafter called Leu eo . . .. 

• • • • • • I. ORANTTNO CLAUSE. for and In conslden llon of the amounu sll~d below and o f lhc covenanu and aar«menu to be paid, kept and performed by 
Lessee under lhls lease, lhe Stole of Texas acllna by and lhrouah lhc owner oflhc soil. hc~by I!Tanu, leases and leu unco Lessee , for !he sole and only purpose of 

• • •: ·~ospecclna and drllllna for and produclna oil and ~as; laylna pipe lines, building taniCJ, llorlns oil and building power m clons, telephone lines and ocher s lnlctu~• 
• • lltereon, co produt4:, u vc, take ciU'e of, 1tea1 and ltansport u ld producu oflhe lease, lhe following lands slluaced In Reeves County, Scale 

e o fTexas , IO·WII: 

• • • •• , ccion 5, Snve nnd Excepclhe NW/4 NW/4, Sf2 NE/~ of Sec l io n 5 nnd Wf2 NWI~ S W /4 o f Seccio n 10, Block 5R, P S L Su rvey. 
• 'Jhis is n PAID UP LEASE. S u bjec t to the o ther provis ions herein concnined, th is lense s hall remnin in fo rce wich out re n tnl pa yments 
• • <¥'furthe r pnymencs oche r chnn royull ies he re in p rovided fo r n te rm of li \'e (5) ye nrs from this dale (ca lled " primn ry lcrm"), a nd so 

• • • .~ng cherea fter ns oil o r g11s (eithe r o r both) is p roduced f ro m saitl lnnd o r land pooled therewith, o r the lcuse is o the n visc mnintnined 
• us p rovided he rein. The Dc posilory Bnnk nntl nmount li; ced in pnrn:,:rnph 3 bclc>w is in re fe re nce co the pnyment o f minimum roynlty 

• • in accortla nce with pa ragra ph 5 hc low. 

: • • . c:,.ontainlng 540 . 13 acres, more or leu . The bonus consideration paid for lhls lease Is as follows: 

To the State ofTexas: ___ ...;:CXIlE:::..:.;;:.,..:TH:..:.:;;OU;=S::..AND= :......:'IWJc:..:.:::o.....:.:HUND:.==RED=:......:'IWENI'Y.:..:..=::..:.::.::...::..:.AND::.::::-=2...:4.!../ ..:.1.::.0.::.0 _________ _ 
Doll an (S ___ -1..1 ....... 2)"-'Q!oL...2<..:4:a_...J) 

To tho owner of the soii: _ _ -;CXIlE.:..;,:;;.,..;.TH::.:;;;OU.;=SAND=:=--'JW:).::..:..:.=--HUND=:..:.::.:RED::..::==--'IWENI'Y=--=:.:.::..::.._A~ND=...:Z=.4.:.:/...:~...:0:..0:..._ _________ _ 
Doll an (S ___ ..._!._,_.,~_._.,.:z..__J 

Tolll bonus conslderatlon: ___ _,'IWJ=~TH=OU=.:::SAND=:.::<....OFOOR:..::::=....:.:HUND==RED=:::...;FORTY:..:::=c=....:.AND=:::...;..:.4=8.!../..:.1..::0:..:0:.... _________________ _ 
Doll an (S ___ -"'2 ... , _..4..,4.u0_,.408_J 

The co tal bonus consldenclon paid ~p~senu a bonus of..,.,.. ____ _,F"''lljj:!:-':-.,l'::,'l=-;,FOUR=~..!AND=~NO='.L/..:.1..::0~0::..__,..,..-....,..,..---------------
- ----- ---------'---------'Dollan (S 54,00 ) per acre, on 45 . 194 necac~s. 

2. TERM. Subject to lhe ocher provisions In lhh leas~, lhls lease shall be for a tcnn of f i ve ( 5 ) years . ft'om lhls date 
(herein called ' prlmiU')' tenn' ) and as lonslhc~afte r as oil and gas, or ellhcr oflhem, Is produud In paying quantities from.slld land. · 
As used In lhls lease, the tenn "produced In paylnc quantities" means !hac the ~cclpu fiom the nlc or other authorized commercial usc oflhcsubstane4:(s) covc~d 
exceed out of pocket opcntlonal expenses for the six months last past 

) . 9Eblo¥ Rli~rrAbS, If A& "'IIIIo IOIIIIIIIAIIHA 1111 loaod ' NIIIIIII 8ft IF hofe N eoo (I) ) IW lioe111 !till ~ole, tltiH<Ia,. 1hall te,.loale, IIAIIII 

~;:·~}~~iii}i§.r:t.::!g~~?.ii~*~~=~~;~~~~~~E:~·;·:'~;f 
T!;X • i, •T 'li~TI~, TRX • S, o llkt l""' oo or b<o toro u ld do•o Po~IRIAY undor thlo , .. , enph oholl ap 1111o ao 1 roolol on~ •~oollee>o r tho prhllcse efdcf<:uliiS 
!'>• oo"'"''"""''" ' •f • · oil fer"" ' (I)) '" """' u ld ~a to. Paymenu under this paragroph shall bo In tho followlns IU'Rounu: 

To lhe owner oflhe soii :. _____ 'IWENI'Y~"'?r--~'JW:)~:...:.AND:.:::'-'6~0'-';'-1:.:0=-0=----:--------------...:...--
Dollan <S·-------B~~IL-----~=-~.,..,..,=-=---...J 

To lhc Stele ofTcxas: _ _____ __..:~.t:.l;l!;!C.l~'IW)=..L.t!oA~ND:u....r6uOJ../-luOu.Ou_ ____ ....,.. _________________________________ _ 

Doll an (S·-----~~~.JL.---=---=--==~~--..J 
Total Rencai :. _______ _ ..Jm~il.::f~Fc...LfVE=---t~A;,:jNDll.L.~2..~oOu./.Jl.J.OLJ.OL--__ :---------------- - -

Doll>n (S. _______ ::a.1L_..,_._.<.J.L ________ __ ....J 

In a like manner and upon like qoymenu or tenders annual ly, lhc commenumenl of a well may bo furlher deferred for sue«ulvo periods of one (I) yell' each durin a 
lhc prlmiU')' cenn. All payments or ~nders of~nlllto tho owner of lh~ soli may bo made by check or sight draft ofl..cuco, or any ass ignee o f lhls lease, and may bo 
dcllve~d on or before tho 111ntal paylnc dace. If tho bank dCJI&nated In Chis pananph (or Its succeu or bank) should ccuo 10 oxh~ suspend bus lncu, liquidate, fall or 
be sucueded by anolher bank, or for any ~ason fall or rol'usc 10 act4:pl ronlll, Lessee shall not be held In default for fallureto make such paymenu or ~nder11 of 
rental untlllhlrty (30) days after lhc owner oflhe soll 'shall deliver to Lessee a proper recordable lnslnlmenl naming another bank as agcnl to ~<4:lvc such paymenu 

or 1cnder1. 

True and eorreet 
copy of 

Original filed in _ 
Reeves County 

Clerks Office 
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GOOK 

rROOUC"IION ROY ALTIIiS. Upon pro~ucllun uf oil aml/nr gru. Lessee agrees IU pay ur cnu!c rn be r•i~ onc·h• lr t in) aflbC my• lly 
ru uvhJci.J for In I his lease to the Commissioner o ( Lhc Gcucral I ..and Office ofllJC Stale or ·· ex as. II Auslm. I CXG.S, and onc·h"lf ( 1/2) or such royalty 10 lhc owucr o f 
lhc soli 

(A) Olt. Royally payablc on oil, which Is ~cOnc~ u lnclu~lng all hydrucatbuns pro~ucc~ In a llqul~ fonn lithe mouth uftl1e well and also u all 
con~enule , dllllllale, and other liquid liydroe11boru recovered from oil or au Nn through a sepanlor or otl1er equlpmcnt, u he rcinaRer provided. shall be 

3/16 part of the arou production or the masket valuc thereof. a l the op1lon of the owner oftl1e soli or tloe Commissioner of the 
General Land Office, such valuc 10 bc de1cnn lne~ by I) tl1e hlghell polled prlee, plus premium, If any, offered or paid for oil, condensate, dblllllle , or ulher liquid 
hydrocllbons, rupcellvcly, of. like rypc and aravlry In ti le acneral file I where pt~uecd an~ whcn nrn, or 2) lloc hiJhcst maskel price lhcrcor ofTcr<d or paid lnlhc 
ACIICfll AICI where p1oducc.d amJ when run, Or J) the JfOU prOC-eeds oftltc Ufc thereof, whlc,hcvcr IJ the IIUicr, lessee "JfCCJ thai before a.uy IU prot.JucccJ from the 
lea.•c~ prcmbu Is sold, u1cd or proccsscd In o plant. 11 will bc run free o f coSIIo lhe royally owners tluouah an adequalc oil and &U scp•ralor of convcnl lon•lltJIC. or 
olher equlpmentllleul u efficient. so thll all liquid hydrocarbon• recoverable fion11hc au by such mcasu will be recovered. The rcqulrcmenlthatsuch 1"-' be ""' 
throush a scpatator or other equipment may be waived In wrllln& by the royally owuetS UfJOU such tcm 1s Alltl c:omlll lou_, as they rucscrlbc. 

(II) NON rROCF.S~l!l> OAS. Royally on 111y ~ru (lrrcludlrra florcd ~M), which Is tlc lhlctl u •II hydrnc.OJ burrs arrd srueuus subSI•nccs rrol dcl lncd 
AJ ollln subparasraph (A) above, pr~uced from any well orr said l~1d (except OJ provided herein wltl1 respcctlo su proceucd In o plan! for lhc cxlracllon of 
auollnc, liquid hydrOCilbons or o~1er products) shall bc 3t16 part oftloe aross pr~uctlon or tl1c markcl value !hereo f. a11he opllon oflhc 
uwncr o ftl1e soli or the Comml.uloncr of the General Land Office, such value 10 be bucd on the highest ruarkel price paid or offered for au of comp11able qualhy In 
lhc acneral area where produced and when Nn, or the arou prlu paid or otrcrcd 10 the J'tfCk.lu«:r, wh1chcvcr IJ lhc grealer. provided lhat Lhc muln1um rrcssure bASe 
In mcuurlna the au under thb leue Jhall not al any time exceed 14.6S pounds per square Inch absnlulc, and lhc Sl•ndard bue lcmpcrolure Jholl bc slxly (60) 
dearecs Falucnhcll, corrccllon 10 bc made for prcssure accord lna 10 floylc's l.ow, o11d for spcctnc cravlly accord Ina 10 1es11 noodc by lhc IJalancc Mctltod or hy 1hc 
tUOJt 111 (lp10Ve~ method O(lc.stlna bclnJ use~ by the lndu.tlfy allhc tltnc o rtcsi111J. 

(C) rROCESSE? OAS. Royalty on any , .. pruccued In. s uo line plolll ur olhcr ploJil for the recovery or suo line or olhcr liquid hydrocarbons 
shall bc 3L16 pllt o flhc res idue au and tltcllquld hydrocArbons exlraclcd or the markclvaluc lhcrcof, ol lhe opllon of the 
owner of tlte so li o r tl1c Commluloncr oftl1c Ocncral Land Office. Allroyalllcs due herein Jhall bc b&Jcd on one hundred pcrcenl (1 00%) of tl1e tolal planl 
pr~ucllon o f residue 1"' altributablc to &OJ produced from Utb lcrue, and on ORy percent (SOllo), or lhftl pcrcenloccrulng 10 Lcucc, whichever Is the areoler, o flhc 
Ioiii plasll producllon of liquid hydrOCilboru ollrlbullblelo ~1c '"' prnduced frono 1hls leo,'<; prnvldcd lhallflhtuld hydrocorborrJ ore rccovercd frono 8"' proccssc~ 
In a pla.nl In which Lcucc (or Its pascnt. subsidiary or a ffiliate) owns an lnlerest. then U1e percentage applicable lo liquid hydroc11bons shall be RRy pcrccnl (SO~'•) or 
lhe hlchcSI pcrcenl accNinato o third party process Ina ao.s tluouah such pla.nl under a processing ogrccnocrrl ncgollolcd alarm's lcnath (or lflhcrc Is no such lhlrd 
p111y, lhe hlghcSI pcrccnlthcn bclna JpcciOed In proccsslna • areemcnts or contr•c ts lrr lhc lnduJiry). whichever Is lire grcftlcr. 1 he rcspccllve royall lcs nn res idue gru 
ond on liquid hydrocarbons Jholl bc dclcrrnlncd by I) tl1c hlgheJI mAikcl pr ice paid or nfTcrcd fur orry gru(or liquid hydrocorboru) a f cnn1pnr•blc quol lly lrr 1he 
serreraJ arco, Or 2) ~IC &rOU price paJd Or OfTcrcd fOr SUCh resJdUC au (Or the WcJaJIICd avcrogc grOSS seii Jrra prJc.c for the rcJpCCIJVc aradcs Of llquJII hydrOCarbOIIS), 
whichever IJ lite grcllcr. In no event. however, shall tltc royallles payable urrdcr this paroaraph be less~~., the roy allies which would hove been due hod lhc au rrnl 
been proeesse~ 

(U) 0 IllER rROOUC"I S. Royally on carbon black, sulphur or 111y otlocr products pru~uccd or mar1ufoc1urcd frono}'u {cxccpllng liquid hydroc11bons) 
whctl1er said au bc "cu lna hcad," "dry," or any other gu, by fracllonallng, burning or any o~1cr processing shall be 3 16 part of lhc 
&ross prnductlon or such producu, or the masket Vllue lhercor, lithe opllon oflhe owner or I he soli or I he Conunlssloner or the General Laud o m cc, such markcl 
value 10 bc dclentllrrcd u folloWJ: I) on lhc bro.Jis of tl1c hlghcSI market price o fc och producl for I he sa rr1c month In which such pruductls produced, or 2) Olllhc 
buls o f the averaae a ross sale price o f each product for ~1e s1111e noonlh In which such products ate produced; whichever Is the a rcalcr. 

S. MINIMUM ROYALTY. During a.ny ye11aRcr lhc cxplrollon oflhc primary lcro1 ofllrls lcu c, lflhls lcuclsmalnla lncd by produclloll, lhe roy•lllcs 
Jlald u11der lh ls leo.se l11r10 cve111 ~hall bc len lhan an amounl c~uollo lhe lnlol annual de loy re111al herein provided; otherwise, !here shall bc due a.nd payable on or 
bcf01c the lut day of lhe mon~1 succeeding ~tc annlvcnary dale of ~tis leuc a sun1 equallo the lola I annual rental less the amount of royallles paid during the 
preceding ye11. If Paragraph 3 of this leue docs nol Jpccify a delay rcnlal an1ount. I hen for tl1e purposes of tlols paragraph, the delay rcnlol anoount shall bc one 
dollar (S 1.00) per ocr e. 

6. RO YALTY IN KIND. Nolwi~uLandlng any o~•cr proviJion In this lease, a t a.ny lime or from time 10 lime, the owner o f the soli or the Commissioner 
oflhc General Land Office may, 11 the opllon of either, upon nollcu tha.n sixty (60) days no lice to I he holder of the I cue, require thll ~•e paymcnl of any royolllcs 
accNina lo such royally owner under this !cue bc made In kind. The owner of the soli 's or lhe Contmlsslonct of the General Land Office'J rlghtlo Lake Its royally In 
kind shall nol diminish or ncgalc tlte owner of the soli'• or ~1e Connnlssloner of tl1e Gencrol l .and Ontce's rights or l.euce's obllgallons, whether express or Implied. 
under this leu e. 

7. NO llcDUCllONS. Lessee oarccs lhal all royal lies accrulna under llols lcuo (lncludlns !hose pold In klrrd) shall bc wllhoul deducl lon for lhe coSI of 
pr~uclna. aallocrlna . Slorlna. acparallrra. llcallns. dchydrallrrs, compru slna. proccsslna, uansponlng, astd ollocrwlsc ma.klng the oil, au ond olher product• 
hereunder ready for sale or UJC. Lcucc agrees to compulc and pay royalllcs on the aross value received, lncludlns. any rclmburscmcnts for severance laxcs 111d 
producllon rclolcd COJts. 

I . rLANT FUEL AND RECYCLED OAS. No royally sholl bc payable on any au u ntay reprcsenlthls lcuc'J propon lonalc shase of a.ny 1\Jcl used 10 
process &OJ pr~uccd hereunder In any proeculn& pla.n t NotwlthJtandlng a.n y other provision of thlJ I cue, a.nd subject to the wrlllcn consent o f the owner of I he Joll 
and lhc Cummbsloncr o f the General Land Office, Lessee may rceyclo au for gu IIR purposes on the I cued premises or for lrl]ccl lon Into any oil o r gu produclrrg 
formallon underlying lhc lcucd prcmbcs aRcr thcllq~ld hydrocarbons conlalncd In ~1e gas have bccn removed; no royal lies shall bc poyoblc on lhe recycled 8"' 
unlll It Is pr~uccd a11d sold or 01ed by Lcuec In a manner which enlhlcs tlte royally owners 10 a royally under lhls lcuc. 

9. ROYALTY Pi\ YM ENTS AND RErORTS. All roy•lllu nolllken ln kind shall bc paid to the Commissioner oftltc General Land Offi ce 11 Amllrr. 
1 cxu, In tl1e following manner: 

Payrncnt of royally on ptoductlon of oil a.nd go.s shall bc o.s provided In tl1c Nics set forllr l11 1hc Tcxu Rcglslcr. Rules cunenlly p1ovlde thnl my oily on ollls due 
and muSI bc received In the General Land Office on or bcfore 01e Slh day oftlte sccorrd morrlh succeed Ina tl1c rnonlh of producllon, and royalty on au Is due and 
n1u11 be received In the General Land Office on or bcforc the IS~• doy of the second 1nonth succeeding lhe noonth ofpr oducllon, accompanied by the affidavll ofOtc 
owner, manaser or other authorized agent. complcled In the fonn and manner prcscribcd by ~ •• General Land Office ond showln& the gross amounl and disposition o f 
all oll astd au produced and the m11ke1 volue of the oil and gu,logclher wl~1 a copy o f all documents,recordJ or reporU conlinnlng the gross producllon. dlsposhlon 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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.~od·matk~t value including gas meter readings, pipeline rcccipu,ga.s line rcccipU and other checks or memoranda of amount produced and put Into pipelines. tanks. 
or pools and gas lines or ga.s storage, and any other rcpons or records which the General La.ntl Office may require 10 verify the gross production, dlsposilion and 
market value. In all ca.scs the authnrity of a manager or agent to act for lhc Lessee herein must be filed In the General Land Office Each royalty paymcn1 shall b~ 
accompanied by 1 check slUb, schedule, summll)' or other remittance advice showing by I he a.ssigncd General Land Office lease number I he amounl or royally being 
paid on u ch leoue If Lessee pays his royally on or before lhlny (30) days aOer the rnyalty paymcnl was due, then Lessee owes 1 penally or 5% on ll1e royally or 
S25 00, whichever is grcllcr. A royally poymcnl which is over lhiny (30) doys lotc sholl accrue a penally of I o~. oflhc royalty due or S25 00 whichever Is greater 
In oddilionlo a penally, royallics shall occruc inlcrcSiala rotc or 12~. per year, such intcrcSI will bcgtn accruing when lhc royally is six1y (60) days overdue. 
Allidaviu and supponing documcnu which 11c nol nled when due shall Incur a penally in an amoun1 sci by the General Land omcc admlnlmalive rule which Is 
dTeclive on lhe dale when lhc aOidaviiS or supponlng documenu were due. The Lessee shall bear all rcsponsiblli ly for paying or causing royallies 10 be poid as 
prescribed by lhc due dale provided herein. Paymenl oflhc delinquency penally shall in no way Oper111C 10 prohibillhc Slllc's righl of rorfellure I.S provided by law 
nor acltO poSiponc lhc dale on which royallles were originally due. The above pcnohy provisions sholl nol apply In cases oflillc dlspule as 10 lhe S1•1c's ponlon or 
I he royally or 10 I hal ponlon or I he royally in dispulc I.S 10 fair markel value 

I 0. (A) RESERVES, COI'ITRACTS ANI> OlliER 1\ECOROS. Lessee sholl &Jinooolly furnish the Commissioner oft he General Lond Office wllh 
hs bcSI possible esllmatc or oil and gas reserves underlying I his lea.sc or allocable 10 lhls lca.sc and shall rumlsh nid Commissioner wllh copies or all eonuaeiS under 
which gas is sold or processed and 111 subsequent agreements and amcndmcnlJ 10 such conuacts within thirty (30) days ancr entering inlo or making such conlract.s. 
•grccmcnts or amcndmcnlJ. Such contl'acu and agreements when received by lhc General Land Office shall be held in confidence by the General Land Office unless 
otherwise aulhmlzcd by Lessee. All other contracts and records pertaining tn the production. lransporuulon. sale ami ma.rkctlng o r1hc oil and sas produced on uld 
premises. Including lhc boob and accouniS, rceelpiS ond discharges or all wells. lanks, pools. melc~. 111d pipelines shall 11 all limes be subjccllo lnspccllon and 
examinalion by lhe Commissioner oflhc General Land OOicc, Ute Allomey Gcncral,lhe Governor, or I he reprcsenlalivc of any oflhcm . 

• •• • • • o • • (0) Pf:RMITS,I>RII.I.ING RECOROS. Wrlllcn nollec of all operallons on lhls lease shall be subonhlcd to lhc Commissioner oflhc General 

0 0 0 0 Land Office by Lessee or opera lor live (5) days before spud dale, work over, re-<:nlry, lemporary abandonmcnl or plug and abandonmcnl of any well or wells. Such 
• • t •rillcn nollcc 10 lhe General Land omcc shoJI Include copies of Railroad Commission ronns for applicalion IO drill . Copies orweiiiCSIS, complcllon rcpons and 

• • 1>1ugglng reports shall be supplied 10 lhe General Land omec lllhe lime !hey IIC filed wilh lhe Texa.s Railroad Commission. Allapplicaliont, penn liS, reports or 
• olhcr filings !hat reference lhis lease or any Jpecllic well on lhc leased premises and lhal arc submillcd 10 lhc Texa.s Railroad Commission or any olher govcmmcnlll 

Jlgcncy shalllneludc tl1c word "Slate• in lhc lillc. Addilionally, In aeeordancc wilh Railroad Commission rules, any Jignagc on lhc leased premises for 1hc purpose or 
• • • • • tidentlfying wells, lank bancrics or olher a.ssocia1ed lmprovcmcniS 10 lhc land mu<l also Include lhc word "Sialc." Lessee shall supply lhc General Land Omcc wilh 

• \ ny records, memoranda. accounts, rcpons, cuttings and cores, or other infonnation relative to the operation of the abovc·-dcscribcd premises, which may be 
• • • equc<lcd by 1he General l.and Omcc, in addlllon 10 lhose herein expressly provided for. Lessee sholl hove an clcculcol •ndlor radioactivity survey mode nn the 

• • • • ) ore-hole section, from the base of the surface ca.slng to the total dcplh of well. o f all wells drilled on lhe above described prcntiscs and shall lransmlt a tmc copy of 
the log of each survey on each well to lhc General Land Omcc within fiRcen (IS) days a ncr I he making or said survey. 

o o (C) I'ENALTIF.S. Lessee shall incur I penally whenever reports, docun1cn1s nr Olhcr motcrials 01c nnlfilcd In lhc (kncroiLand Omcc whcu 
: • • • 4Juc ll1c pcnahy for late fi11ng shall be: sci by lhc Gcncrall..and Onicc administrative mlc which Is cOcctlvc on the date when the nuucrials were due In the Gcncrlll 

l.and Office. 

II . llllY IIOI.f:ICESSA TION OF PROIJUCllON DURINO PRIMARY Tf:RM If, during the primary 1cnn hereof and prior to discovery and prnduc1inn 
or oil or ga.s on said land, Lessee should drill a dry hole or holes !hereon, or If during lhc primary lcrm hereof ond oncr I he discovery and ocilla I producl ion of oil or 
gas from the lea.sed premises such producllon lhercofshonld cease from any cauJC,Ihls lease shall no11ennina1c if on or before lhc cxpinlion orslxly (60) days from 
dale or complelion or said dry hole or ecssalion of producllon Lessee commences additional drilling or reworking operalions !hereon, or pays or lendc~ lhe ncxl 
annual delay rental In l.he same manner as provided In 1his lca.sc. If, during lhc lasl year oflhe primary lcnn or wilhin sixty (60) days prior lhcrelo, a dry hole be 
complc1cd and abandoned, or lhe produc1lon or oil or ga.s should cca.sc for any cause, Lessee's righu shall remain In full force and efT eel wlthoul runher opcralions 
unlilthc cxpiralion oflhc primll)' lcnn; and If Lessee ha.s nol resumed production in paying quanlilies allhc cxpiralion oflhc primll)' 1cnn, Lessee may mainlain 1hls 
lease by conducting addilional drilling or reworking operallons pu~uanllo Paragraph I), using lhc expiralion of lhe primary lenn a.s lhe dale of eessalion of 
p10duc1ion under Paragraph I 3. Should lhc lirsl well or any subscquenl well drilled on I he above described land be complclcd as a shut-in oil or gas well wllhln I he 
pri1nll)' tenn hereof, Lessee may resume paymcnl oflhe annual rcnlal in lhc same manner a.s provided herein on or before !he rcnlal paying dale following I he 
cxpiralion or sixty (60) days from lhc dole of complcllon or such shul-ln oil or ga.s well and upon I he failure 10 mftke such paymenl, I his lease sholllpso faci o 
tcnniruuc If at the expiration of the. primary tcnn or any time thcrcaflcr a shut·in oil or cas well Is locatcc.l on the lcucd rrcmiscs. paymcnt.s may be made in 
accouJancc wilh the shul·in provisions hereof. 

12. OR I I. UNCi ANO REWORKING AT EXPIRATION OF l'lliMARY TERM. If. allhc cxpiralion of the primary lenn, nchhcr oil nor gas is being 
llfOt.hu:cll on SlhJ land, but Lessee Is then engaged In drilling or reworking opcratlonJ thereon, this lca.sc shall remain in force so long a.s operations on said well or for 
drilling or reworking of ar1y addilional well lie proscculcd in good failh and In workmanlike manner wilhoul inlcrruplions 1o1aling more I han sixly (60) days during 
1u1y unc such opcration,tmJ If they result in the production ufoil and/or gas, so long thcrcaflcr., oil and/or gu Is producct.l in paying quantilic.s from said ltmd, or 
paymenl or shu1-in oil or gas well royal lies or conrpensllory royahlcs Is made as provided In lhis lease 

13. CESSATION, DRILLING, AND REWORKING. If, aOer lhe explralion oflhe prlmll)' 1cnn, produelion of oil or ga.s from lhc leased premises, a ncr 
once oblalncd, should cca.se from any cause, lhis lca.sc shall nol lcnnlnalc If Lessee commences addilional drilling or reworking operalions wilhin six ty (60) days 
a ncr such ecssalion, and 1hls lease shall remain In full force and c1Tcc1 for •o long a.s such opcrallons conlinue In good fallh and In workmonlike manner wllhoul 
lnlcrrupllons tolaling more lhan slxly (60) days. If such drilling or reworking operallons rcsullln lhc producllon of oil or gas. lhc lca.sc shall remain In full force and 
clfccl for so long a.s oil or gas is produced from I he lca.scd premises In paying quonlilles or paymcnl or shul-in oil or ga.s well royallics or paymcnl or compensa1ory 
royallics is made as provided herein or as provided by law. lflhe drilling or reworking opcrallons rcsullln lhc complelion ora well as a dry hole, lhc lease will nol 
tcltninolc if the Lessee commences addilional drilling or reworking operalluns wllhin sixly (60) dnys oncr lhe complclion of I he well as a dry hole, •nd I his lease 
shall remain In efTccl so long a.s l..,sscc conllnues drilling or rew01kina operallons in good failh and In a workmanlike manner wilhoulinlerruplions lollling mote 
I han slxly (60) days. Lessee shall give wrlllcn no lice 10 I he General Lond OOicc within lhiny (30) days of any cemlion of produc1ion. 

14. SHIH-IN ROYALTIES. For purposes oflhls pangroph, "well" mean• any wclllhal has been a.sslgncd a well number by lhc Slalc agency having 
julisdic1ion over lhc produclion of oil and gas. If, al any lime aller lhc expiralion oflhe primary lcnn ofa lea.sclha~ unlil being shulln, wa.s being main1aincd In 
force and cfTccl, I well capable or producing oil or ga.s In paying quonlillcs Is localcd on I he leased prcmisu, bul oil or ga.s iJ nol being produced ror lack or sullablc 
production racllilles or lack of a Juilable market. then Lessee may pay as a shut· in oil or sa.s royalty an amoun1 cquallo double I he annual rental provided In I he 
lease, bul nollcss lhan Sl .200 a year for each well capable of producing oil or gas in paying quanlillcs. If Paragraph J of1hb lease docs nol specify a dcl•y rcnl•l 
amounl, then ror the purposes or this paragraph, lhc delay rcnlal amount shall be uuc dollar (SI.OO) per acre. To be effective, each Initial shut· in oil or ga.s royalty 
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must be paid'"' ur before: (I) tl1c cxpiralion of lhc primary lcrm, (1) 60 days a ncr tl1c Lessee ceases 10 produce oil or gas from I he leased premises. nr (.Jl 6U'doy: 
ancr Lessee cumplcles a drilling or reworking openlion In accordance witl11he I<&Se provisions: whichever dale Is lalcSI. Such paymenl shall be made one·half(lnl 
10 !he Curnrnissioner of lhe General Land Office ll ld onc·half(ln) 10 !he owner oftl1c soil. lflhc shul·in oil or aas royally is paid, !he lease shall be considered 10 be 
ia producinclc:a.sc and the payment shall extend the tcnn of the lci.Sc for a period of one year from 1hc end of lhc primary lcnn. or from the flrs 1 day of the month 
following the month in which prcx.luctlonscasct.J. and. after tltt t, if no suitable producllon facilities or suitable m11kc1 for the oil or gu exists, Lessee may cxtc•uJ the 
lease for four more successive periods of one (I) year by paying lhc same amount each yc:u on or be: fore 1hc c'Cpintiun of each shut·in year 

I 5 COMPENSATORY ROYAL TIUS. If, during tl•c period !he lease Is kepi In effcc1 by paymcnl oflhe shul-in oil or gas royally, oil or gas Is sold and 
delivered in paying quamitics from a well located within one Lhousam.l (1,000) feet oftJ•e leased premises anc.l cornple1ed in the same producing reservoir, or in any 
case In which drainage is occurring, !he rlgh1 10 conlinue to mainlllin !he lease by paying the shul-in oil or gas royally shall cease, bul tl1c lease shall remain effccllve 
for !he remainder of lhe year for which !he royally has been paid. The Lessee may ntainlain !he lease for four more successive years by Lessee paying compcnsalory 
royally a11he royally ralc provided In !he lease of lhc ntarkel value ofproduclion from lhe well causing lhe drainage or which is complc!cd in tl1c same producing 
reservoir and wilhln one lhousand (1,000) feel of lhe leased premises. 'Ole cornpcnsa1ory royally Is lube paid monlhly, onc-half( ln) 10 !he Commissioner oflhe 
General Land Office and one-half( ln ) 10 !he owner of1he soil, be& inning on or before !he las! day of !he montl1 following !he monlh in which !he oil or gas Is 
produced from the well cau.sing lhe drainage or that is complete~ In the same protlucing reservoir an~ located within one thousautl ( 1.000) feet of the leased premises 
lflhe curnpensatory royally paid in any 11-monlh period is in an aJnounllcss !han !he annual shu1-ln oil or aas royally, Lessee shall pay an aJnounl equallo !he 
diO'crcncc wllhin lhl rty (30) days from !he end of !he 12-monlh period. Cornpensa1ory royally paymenl$ which 11e no11imcly paid wlllaccnrc penally and lnlcrellln 
accordance witlt Paragraph 9 of lhls lease. None of lhcse provisions will relieve Lessee of !he obllgalion of reasonable dcvelopmenl nor tl1e obllgallon 10 drill offsel 
wells a.s provided In Te xas Natural Resources Code 52.173; however, at the detcmlination of the Commissioner, Md whh Lhe Commlssloncr'J written approval, the 
paymcnl of compensalory royahlcs can salisfy !he obligalion 10 drill offsel wells. 

16 Rlri'AINEO ACREAGE. Notwilhstanding any provision of this lease to lhe conuary, aner a well producing or capable of producing oil or gi\S hM 
been completed on the leased premlsc.s, Lessee shall exercise the diligence or a reasonl'lbly prudcnl operator in drilling such al.ldillonal well or wells a.s may he 
reasonably ucccssa.ry for tJ1e proper development of the leased premises and in mazkcting the production thereon . 

(A) VERTICAL. In !he cvenllhls lease is ln force and effec11wo (2) years ancr !he cxpirallon dale oflhc primary or exlcnded lerm II shalllhen lcm1lnale 
as 10 all of1hc leased premises, EXCErT (I) 40 acres surrounding each oil well capable of producing In paying quan1i1ies and 320 acres surrounding each gas well 
capable of producing in paying quanlhlcs (Including a shul·in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is !hen engaged In 
conlinuous drilling or reworking opera! Ions, or (1) !he number of acres included in a producing pooled unil punuanllo Texas Na!Ural Resources Code 52.15 I· 
52.1 SJ, or (3) such grealer or lesser number of acres as may !hen be allocaled for producllon purposes 10 a prora1ion unh for each such producing well under !he rules 
and regulalions oflhc Rail road Commission ofTcxas, or any successor agency, or otl1er govcmmenlal aulhorily havln&Jurisdicllon. :I a! any lime aner !he effeclivc 
d11c of tl1e partial lerminalion provisions hereof. tl1e applicable Ocld rules 11c changed or !he well or wells localed !hereon arc reclassified so !hal less acreage Is 
tl1ereaner al localcd lo said well or wells for produclion purposes, th is lease shall1hercupon 1em1inalc as 10 all acreage nollhercaner allocalcd 10 sold well or wells for 
produelion purposes. NotwilhSianding !he lcrminalion of tl1 is lease as 10 a portion oflhe lands covered hereby. Lessee shall nevertheless conl inue 10 have !he righl of 
ingress to ami egress from the lands still subject to th is lellSe fur all purposes t.lcscribed in Patagraph I hereof, together with casements and righu.-of~way for existing 
roads, cxi!ling pipelines and oOtcr exisling fa ci lilies on, over and across all tl1c lands described itt Paragraph I hcreof("lhe relained lands"), for access 10 1J1d from tl1e 
relained lands and for !he galhering or uansportalion of oil, gas and o1her minerals produced from !he re1ained lands . 

(DliiORIZetlT,\L. In ~""emil lis Ieee is in force mod effect two (!) j ellS aft" the cxphatiou dale ufdlC primmt 01 eAicndcd r<1111 It shall ford1<r 
tcnuiaatc as to all clcpths below 186 feet below the total dcpda dlilled (hcacinaA:CI 'dctpti dcpdu") in each well located 011 acacagc attained in fmagldph 16 (A) 
nlut 1 , uulu 5 8,. ar lnferel a~)) nu aRer 1111 J!rl nlB:) e: eJCiendcd ltiiiil.CJsce jiD)J ru: amouut equal 10 vue half(tl!) of the bonus odgiuallj paid as 
I uuiilllfllian Air lhlt hl61 (M sruiHed e: i'A&O I loeaof). IF such &ilooum is paid, this I ewe shall be in (oacc aud effect 83 to socii dttjlti dtjiihs, &Jid said 
tt:: inatie" 1~111 he tiel I) td fds a:; additional pcliud oft no (2) JCWJ aud so lung dsescaAe1 113 oil us gBJ is psoduccd in paJing quamltlcs ftom such dcepti depths 
co crcd b) !his le05e. 

(C) IDENTIFICATION AND FILING. ·n ,c surface acreage re1aincd hereunder as 10 each well shall, as nearly as praclical, be in !he form of a square wilh 
tlrc wellloealed In !he cenler !hereof, or such olher shape as may be approved by !he Commissioner oftl1e General Land Office. Wllllln lhlny (30) days a.J\er partial 
lcrminauon of !his lease as provided herein, Lessee shall execule and record a release or re leases conlaining a sa1isfae1ory legal descriplion of !he acreage artd/or 
deplhs no! re1aincd hereunder. The recorded release, or a ccnificd copy of sante, shall be filcd In !he General Land Office, accompanied by lhc filing fcc prescribed 
by !he General Land Office rules in cffecl on !he dale the release Is filed . If Lessee fa ils or refuses 10 cxccule and record such release or releases wilhln nincly (90) 
days ancr being requesled 10 do so by !he General Land Office. !hen !he Commissioner 11 his sole discrclion may deslgnale by wrinen lnslrumenllhc acteaac and/or 
deplhs 10 be released hereunder and record such lnSirumcnlll Lessee's expense In !he counly or counlies where !he lease is localed and In !he official records of lhc 
General LaJtd Office and such dcslgnalion shall be binding upon Lessee for all purposes. 

11 OFfSI:I WELLS. Nei1her tl1e bonus. delay reruals, nor royalllcs paid, or 10 be paid, un~e r !his lease shall re lieve Lessee of his obligalion 10 prolccl 
the oil and gas under the above-described land from being drained Lessee, sublessee, receiver or otJscr agent In control o f the leased prc:m1scs shall drill as many 
wells as the raeu may justify and shall usc appropriate means fttld dril l to 1 depth necessary 10 prevent undue du1inagc of oll ftlu.l gu (r'lt 11he leased premises. In 
oddillon, lfolland/or aas should be produced In commercial quanlilles wilhin 1,000 feel oftl1e leased premises, or In any case where !he leased premises Is being 
drained by producllon of oil or gas,lhc Lessee, sublessee, receiver or otl1cr agcnl ln conlrol of lhe leased premises shall in good fallh begin !he drilling of a well or 
wells upon !he leased premises whhln 100 days ancr lhe draining well or wells or tl•c well or wells compleled wllhin 1,000 feel oflhe leased premises 511111 producing 
In commercial quan1illcs and shall proscculc such drill[ng wilh diligence. Failure lo salisfy !he sta1u1ory offsel obligalion may subjec11hls lease and !he owner oflhe 
soil's agency righu to forrclture. Only upon the determination or the Commissioner or the Gencrall.antJ Office and with hi.s written approval may 1hc payment of 
CIHIIpcnsatory royalty under applle~b le statutory pillometers sallsly the obllgatum to ~rill 1 11 olfscl well or wells required under this paragraph. 

18. FORCU MAJEURE. If, ancr a good fahh effort, Lessee is prcvenled from complying wltl1 any express or implied covenanl of !his lease, from 
conducllng drilling operaliont on !he leased premises, or from producing oil or gas from tl1c leased premhcs by reason of war, rebellion, rio!$, suikes, acu of God, or 
111y valid order, rule or regulation or government authorily, tJ1en while so prevented, Lessee's obligation to comply wl lh such covenant shall be suspended and Lessee 
shall nol be liable for damages for failure 10 comply wilh such covcnanl$; addillonally,lhls lease shall be cx1ended while Lessee Is prcvcnled, by any such cause, 
from conducting drilling and reworking operations or from producing oil or ga.s fromlhc leased prcmisc.s. l lowevcr, nothing in this raragraph shall suspem.l 1hc: 
payment of delay rentals in order lo maintain this lease in cCTcct during lhe primary lerm in tJ•c absence o( such drilling or reworking operations or production of oil 
or gas. 
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19 WARRANTY CLAUSE. The owner of the soil wi/TanU and ogrees to defend title to the leosed premises If the owner of the soil defaults In 
paynteniS uwe~ nn the leosed premises. then Lessee may redeem the rl&hiS o(tltc nwncr of the soil in the feosed premises by plying any mong111e. toxes or other liens 
o~nthe !cued premises. lfl.esscc mokes payments on beholf o(thc owner or the snll urtdcr this pongnph. Lessee may recover the cost uf thesc payments from the 
rentoland royoltlcs due the owner of the soil. 

20 (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the enti re undivided surface estate In the above 
JescrobeJ land, whether or notl.usee's Interest is speciOed hcrcln, lhcn the royalties and rental herein provided to be pa id to lhe owner o f the soil shall be pold to him 
1n the proponlon which his Interest be&r1 to the entire undivided surfocc estote and the royoltlcs and rentol herein provided to be pold to the Commissioner of the 
Gcncrol Land Office oflhc Stotc ofTcxos shall be likewise proponlonatcly reduced. llowcvcr, before Lessee adjusu lhe royalty or rental due to lhc ·Commissioner o f 
the Gcncrol Lond Office, Lessee or his oulhorlzcd rcprcsenu tivc must submit to the Commissioner of the General Land Office a wri tten statement which c xplolns lhc 
d•screp-.o•·y between lhe Interest purpon cdly lcoscd under lhls lcose and the octuollnteresl owned by lhe owner oflhe soil. The Commissioner oflhc General Land 
Onice sh.•ll be poid lhe value of the whole production allocable to any undivided Interest not covered by alcose, less the proponlonotc development and production 
cost ottocoble to such undivided Interest. llowevcr, in no event sholl the Commissioner oflhe General Land Office receive os a royolty on the aross production 
.alluc:abfc to the un~..hvldcl.llnlcrcu not leased an a~nountlcu than the value ofonc·si.~~~:tccnth (1/16) of such &ross producrlon. 

(D) REDUCTION OF PAYMENTS. If, durin~ the prlmory tcnn, a ponlon of the land covered by this lcosc Is Included within lhc boundatlcs 
ora pooled unit that hos been approved by lhc School Land Boatd and the owner oflhe soil in accordance with Nalural Resources Code Scclions S2. 1S 1-S2.1 $4, or 

• • • 1f, 11 any time aner the expiration of the primary tcnn or the extended tcnn, this lcose covers a lesser number of acres than the total amounl described herein, 
• • .payments that 11c made on a per •ere bu ls hereunder shall be reduced • c-.:ordina to the number o f aeru pooled, released, surrendered, or otherwise severed, so I hal 

• • • poyn1cnu dctcnnlncd on a per acre bosls under lhc tennJ of thb lcosc dur111g the primary tcnn shall be calculoted based upon the number o f acru ouulde the 
• • • • boundar~ts of a pooled unl~ or, I faller the cxpiralion of the primary lenn, I he number ofacrcs aclually r<taincd and covered by thlt lcosc. 

• •• • I 
• 

11 . USE OF WATER. Lessee Jhall have the right to UJC water produced on said hn~ necessary (or operations under this lease except wotcr hom wells or 
tanks of the owner of 1hc soli; provided, howcver,l.cssce shall not usc potable woter or woter suitable for livestock or lrrlgotlon purposes for watc rOood operations 

e wllhoutthc prior consent of the owner of the soil . ...... 
• • 22. AUTHORIZED DAMAGES. Lessee shall pay the owner Oflhc soli for damages couscd by Its operations to ail personal propeny, Improvements, 

• • • • ;tlvcstock and crops on said land. 

• •• 
• 23. PIPELfNE DEI'TII. When rcqucSieJ by the owner oflhe soil, Lessee shall bury its pipelines below plow deplh . 

•• 
• • 24. WELL LOCATION LIM IT. No well shall be drilled neater lhan rwo hundred (200) feel to any house or bam now on sold premises whhoulthe 
• • • • wriuen consent or the owner or the soil. t 

2S POLLUTION In developing this area. Lessee shall usc the highest decree of tate and all proper safeguards lo prevent pollulion. Wilhoul limitlnglhc 
(urc&oinc. pollu1lon ofcoaslal wctlandJ, natur•J waterways. riven and Impounded wacer shall be prc.vcnccd by the. u.sc. or conulnmcnt faclllcles sufficient to prevent 
sp•llogc, secpocc or ground water contamlnotlon. In the event of pollution, Lcsscc sholl usc all means at lu disposal to recapture all csceped hydrocarbons or other 
pollutant and shall be rupontlble for all damoge to public and private propenlcs. Lessee sholl build and malnuln fences around its slush, sump, and drainage pits 
and tank bancrics so as to protect livestock ogalnst loss, damoge or Injury; and upon completion or abandonment of any well or wells, Lcucc shall 011 and level oil 
slush plt.s and cellll1 and complelcly clean up lhc drilling site o f all rubbish thereon. Lessee sholl, while conducting open lions on lhc lcoscd premises, keep sold 
premises hcc of all rubbish, cons, bonles, paper cups or aarba¥e. and upon completion or operotloru shall restore the surface of the land to IS ncar lu ori&inal 
condition and con1ours os b practicable. Tanks and cqulpmcnl will be kepi painted and presentable 

26 REMOVAL OF EQUIPMENT. Subj ectlo limitations In lhb paroaraph. Lessee sholl have the right to remove machinery and Oxlurcs placed by 
Lessee on the leased prcmlses,lncludina the right to draw and remove caslnc. within one hundred t,.cnry ( 120) doys ofter the cxplrotlon or the tcnnlnollon of this 
leose unless the owner of the soil &rants Lessee on cxlenslon of this 120-day period. llowcvcr, Lessee may not remove coslng from any well capable o r producin& oil 
an~ gos In paylna quantities. Addition•lly, Lessee moy nol dnw and remove eosin& unliloftc r thirty (30) days wrincn notice to the Commissioner oft.he Gcnenl 
l.ond Office and to the owner of the soli. The owner of the soil shall become the owner of any mochlnery, nxturcs, or casing which arc nol timcly removed by Lessee 
under the tcnns or this parograph 

27 (A) ASSIGNMENTS. Under the conditions contained In this paraaraph and Paragraph 29 of this leue,lhc rights and cmtcs of either PIITY to this 
lease moy he osslgned, in ... hole or in p1111, and the provisions of thiS lcose shall extend to and be binding upon their heirs, devisees. lcgol representat ives, successors 
111n l aui"u;: I hnnvcr. • chlttlCC '" ~ivul~n lu uwuchllll' ••fchc l•ntJ. rentals. or tnyalllcll will not cnlartfC th~ obligations or lessee, Llhnlulsh the rlshts. prlvllcKc:J 
unJ t.:SI•Ih ur l.cheC, lmpulr the cnC.ctivcncss of lillY (lll)'IUCnl maLic by Lessee or lrup•lr lhc cJ1ectlvcncss or IJIY acl pcrfonncd by Lessee. Ami nu thl llKC or 
dovuion In ownership of the land, r entals, or royalties sholl bind Lessee for any puiJ>Osc untll thlny (JO) ~ays oner the owner of the soil (or his heirs, devlsccs,legol 
rep•escnt•tlvcs or osslgns) fumlshes the Lessee with satisfactory written evidence nfthc change In ownership. including the orlalnal recorded munlmeniS of IItie (or a 
<cn1ticJ <OfiY of Juch original) when the ownership ehouged because o( a conveyance A toto I or panlol assignment of th is leose shall, to the extent oft he Interest 
"·"'&ned, relieve and dischatac Lessee of all subsequent obligotions under lhis lcose. lflhis leosels ass igned in its entirety oslo only p1111 of the acreage, the rlghland 
option to pay rcn1als shall be apportioned os bcrwccn the several owners raubly, according to the area o f each, and failure by one or more oflhcm to pay his share of 
the rcntol shall notaffccl this lcose on the plll1 oflhclond upon which pro n ta rcnuls ate limcly paid or tendered; however, If the asslanor or osslgncc docs nollilc a 
e<nolicd copy of such osslgnmcnt In the General Land Office before the ncxl rental poylng date, the cntlreleose sholllermlnotc for follure 10 pay the entire renlll due 
1111~er Paraaraph J. Every ossignee • hall succeed to all righu and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any 
puor osslgnce o flhc lcosc, Including any Jiabllillcs 10 lhc State for unpaid royalties. 

(8) ASSIGNMGNT LIMITATION. Norwlthstandlng any proviJion In Pancraph 27(a), If the owner oflhe soil acquires lhb kosc In whole or In p1111 by 
osslcnmcnt without the prior written approvol of the Commissioner of the General I .and Office, this lcoscls void os of the time ofasslsnment and the oaency power 
of the owner moy be forfeiled by the Commissioner. An osslanmcnt will be ltcllcd os I fit were made to lhc owner oflhc soil if the osslgncc Is: 

(I) a nominee oflhe owner oflhe soil; 
(2) a corporotion or subsidiary In which lhc owner o f the soil is a principal stockholder or Is on employee of such a corporal ion or subsidiary; 
(l) a plltllership In which the owner of the so ills a plltllcr or Is an employee of such a plltllershlp; 
(4) a principal stockholder or employee of the corporalion which Is lhe owner o flhc soil; 
(S) a plltllcr or employee in a plltllcrship which Is the owner of the soil; 
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(6) a fit.lucluy ror the owner o( the soil: Including but not limited to a gun.rdl:m, l ru<lcc:, cucutnr, Allmlni<IUUo r. receiver . m co'n\cr~nh?r ).,, the 
owner of the soli; or 1 1 · 
(7) a family member o f the owncroflhc soil or rclalcd io lhc owner of the soli by rnarriogc. blood. or adoplion. 

28. RELEASES. Under the condll lons con~aincd in this paragraph aJid raragraph 29. Lessee n1ay 11 any lime cxeculc and deliver IO the owner of lhc soil 
and place of record a rc tc&Sc or releases covering any ponion or portlon.s of the leased prcmlsc.s. and lhcrcby sun cndcr this lease as co such portion or rortlons, and he 
rel ieved of all subscqucnl obllgallons as 10 acreage surrendered If ony part o f this lease is properly surrendered. lhc dcloy renlal due under this lease shall be reduced 
by lhc proportion lhallhc surrendered acreage bears 10 lhe acreage which was covered by l11is lease irnrnedialely prior 10 such surrender; however. such release will 
no I relieve Lessee o f any liabillllc.s which may have accrued under lhis lease prior 10 lhe surrender o( such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. I fall or any part oflhis lease is assigned or released. such assignmcnl or release musl be recorded In 
lhe counly where lhc land Is silualcd. and the recorded instrument. or a copy of Lire recorded lnstrumclll cenlncd by lhc Counly Clerk ofll•c eounly In which rhc 
irutrumcnl is recorded. muSI be Olcd In lhc General Land Office within 90 doys of the lasrcxccullon dare accompanied by the prescribed fi ling fcc . If any such 
asslgnmcnlls not so Olcd.thc righ LS acquired under lhls lca.sc shall be subject 10 forfcllurc althe oprlon oflhc Commls.sioncr oflhc GcncraJ Land Office 

Jti OISCLOSURE C LAUSE. All provisions penolnlng lO Lilt lccuc or lhc abovc·described lnnd hnvc been included In lhls lnSirumcnl. Including lhc 
statement of the true consideration to be paid for the execution o rthiJ lease and the rlghLS 111d duties of the patt ies Any colla teral agreements conccmiuclhc 
dcvelopmenl of oil and gas from lhc leased prcmbcs which arc nol conlalned In lhls lease render this lca.sc Invalid" 

J I FIUUCIAR Y DVTY. The owner o flhc soli owes L11c Stale a Oduclary duly and muSI fully disclose any fatlS a !Teeling lhc Slalc•s lnlcrcSI in lhe leased 
premises When lhc lnrcresu of lhc owner oflhc soli connlcl wllh those oflhc Srarc. lhc owner oflhc so ills obllgalcd 10 pullhc Srare·s inrcreslS before his pcrsonoi 
intercsu 

)2 I ~U ill'm I UIUl. lr LcJ•cc shill ran o r refu~c IO Ill Ike I he rftymcnt nf • uy $HI11 whhln thhly tin)'~ aner It beCIUUC' due. "' If l.ts•ec or nn ftllt1Uif i7ctl 
111gen1 ~houhJ knowincly make •ny false return or raJsc repon con«ruing J1foducaiun or c.frillirl(t, ur ir 1.c~scc shall r.n or refuse lo drill "ny orrsct well or "ells In ~CK11I 
railh IU requhcd by law and the rules and rcgulatlonJ adopled by the Commissioner o r the (jenera! lend Onice, or If Lessee should (all to me rcporu lnlhc tniiiOCf 

required by law or folllo comply wllh rules and rcgularlons promulgarcd by lhc General Lar1d Office. l11e School Lond Ooard. or lhc Roilroad Commission. or If 
Lessee should refuse the proper outhorhy access ro lhc records pertaining lo operarlons. or If Lessee or an ourhoritcd •gcnl should knowingly foil or refuse lo ~lve 
concctlnforrnollon ro lhc proper oulho rhy. or knowingly foil or refuse lo furni sh lhc Gcncrol Land Office o tOll ttl log o f rury well . or If Lessee shall knowingly 
viol arc any oflhc marerlal provisions oflhls lease. or lflhls lease is assigned and lhc asslgnmcnlls nor filed In lhe General Land Office a.s required by law, lhc rlghu 
acquired under rhis lease shall be subjctllo forfcilurc by lhc Commiss ioner. and he shall forfcilsamc when suffielcnlly Informed of the (acts which outhorl<e • 
forfcllurc. and when forfeited the arco shall ogaln be subjccrto lease under lhc lcrrns o( lhc Rellnqulshmenl Acl llowcvcr. nothing herein shall be consrrued a.s 
waiving rhc auromarle rcnninollon ofll1ls lease by operlllon or low or by reason of ony speclol lhnharlon 01islng hereunder. Forfchures moy be scl rulde and rhb 
lease and all rlghlS lhcreundcr rclnstalcd before lhc rlghu or arlOiher lnlcrvcnc upon sallsf•crory evidence lO Lilt Commissioner of Lire Ocncrol Land Office of rurure 
compliance with the provisions o f lhe law and oflhls lease and lhc rulc.s and rcgulallons lhar may be adoplcd re larlvc hcrclo. 

JJ . LIEN. In •ccordancc wllh Texru Nalur•l Ruources Code S2. 1J6. the Srolc sholl hove o firsr llcn upon •II oil ar1d go.• produced from rhc orca covered 
by 01ls lca.sc ro secure poymcnl of all unpaid roy airy and other sums o f money thai may become due under tl1is lease. lly acceplancc of lhls lease. Lessee granlS lhc 
Stale, In addlllon 10 lhelkn provided by Texas Nalural Resources Code S2.1J6 and any olhcr applicable sla lulory lien. an exprcs.s conlraclual llcn on and sccurlly 
lnlcrul in all leased minerals In and cXIrlttcd from lhc leased premises. all proceeds which may accrue lo Lessee from lhc sale of such leased rnlncnls, whether such 
proceeds arc held by Lessee or by a lhlrd party. and all fixlures on and improvements lo lhc !cued premises used In connccllon with the producllon or processing or 
such leased minerals In order to secure lhc paymcnl of all royallic.s or olhcr amounlS due or ro become due under lhis lease and 10 secure paymcnl of any damages or 
los.s thai Lc.ssor may suiTcr by reason of Lessee's breach of any covenant or condition oflhls lease. whether express or Implied. This lien and securily inletcSI may be 
foreclosed wllh or wltl1ou1 court proceedings In lhc manner provided In lhc Tlrlc I , Chaplcr 9 oftl•c Texas Ousincss and Commerce Code. Lessee agrees lhal lhe 
Commissioner may require Lcs.see 10 cxecure and record such lnstrumcnLS as may be rca.sonobly ncccuory ro acknowledge. allach or perfcctlhls lien. Lessee hereby 
rcprescnLS lhollhcrc arc no prior or superior liens arising from and rclallng 10 Lcssce·s act lvhic.s upon lite abo•c·dcscribcd property or fr om Lessee's acqulshlon or 
lhis lc llSe. Should lhe Commissioner 11 any lime dclcrmine lhallhis rcprcscnUiion Is nollruc. lhcn lhe Commissioner may declare lhis lease forfe ited llS provided 
herein 

J4. POOLING. Lcs.see Is hereby granled lhc righllo pool or unil iz.c lhc royalty inlcrcsl oflhc owner o f lire soil under lhis lellSe wilh any olhcr leasehold 
or mlnerallnlcrcst ror lhe explorallon, developmenland produclion or oil or gas or eillrer o rthcm upon lhe same 1crrns as shell be approved by tl1c School Land 
Board and lhc Commissioner of lhe General Land Office ror lhe pooling or unilidng orlhe inlcrcsl oflhc S!alc under lhis lease pu11uan11o Texas Natural Resources 
Code S2. 1 S I·S2.1SJ. The owner oflhc soil agreu lhorlhc inclusion oflhb provision In lhls lease saris foes lhc execution rcquircmcnu Slalcd In Texas Nalural 
Rc.sources Code S2. 1 S2. 

JS. INDEMNITY. Lessee hereby releases and discharges lhc Stole o f Texas o.Ed lhc owner o f lhc soil. lhclr officers. e mployees. panners. agenLS. 
conlraclors. subconlraclors. guests. lnvhccs. and lhclr respective successors and assigns. o f and from all and any acrlons and causes or octlon or every nolure. or olhcr 
harm, including cnvlronmcnlal ham1, for which recovery or damages Is sought. Including. bur nor limited 10. all losses and expenses which arc caused by rhc 
I Ciivhies of lcs.scc, ILS officers, employees. and ogcnlS ari.slng OUI o f, lncldcnt.allo, or resuhlng ftom, lhc opera lions of or (or lessee on lhc leased prcmbcs 
hereunder. or lhal may arise OUI o ( or be occasioned by lcsscc•s breach o f any oflhc lcnns or provisions oflhls A&recmcn~ Or by any Other nc&llgcnt Or Sir icily liable 
ac1 or omission or Lessee. Furtllcr. Lessee hereby agrees 10 be lloblc for. cxoncralc, Indemnify. defend and hold harmless lhc Stale of Texas and lhc owner oflhc soil. 
lhclr o ffitcl1. employees and agents, lhelr succcs.sors or as.slgns. agatnsa any and all claims. llabllhles. losses. d~tno&cs. acllons. personal injury (Including death). 
cosu and expenses. or olhcr harm for which recovery of damagc.s is sought under any lhcory Including lort. conlraer. or sulctllablllty. includin& anomcys· fees and 
olhcr lcgol expenses, Including lhose rclarcd lo cnvlronmcn~al hazards, on lhc leased premises or In any woy rclo rcd lo Lessee's (allure 10 comply with any and all 
cnvironmcnrallows; those arising from or In any way relolcd to Lcsscc·s operal lons or any olhcr o f Lesscc·s activilics on lhc leased premises; those arising from 
Lcsscc·s usc oflhc surface oflhe leased premises; and !hose thll may arise out of or be occasioned by Lcsscc •s brcoch of any ofrhc lcnns or provisions oflhls 
Agrcemcnl or any other act or omls, lon o ( l...usc:c. IU directors, officers. crnployces, partners, agcnu. contractors, subcontuctors. guests, invhccs. and their respective 
succc.ssors and assigns. Each a.uigncc o f this Agreement. or an Interest therein. agrc.c.s to be ll•blc ror, exonerate, indemnify, defend and hold harmless lhc State or 
Tcxu and lhc owner oflhe soil. Lhcir o ffi cers, cmploycc,s, and l&cnu In the same miUmer provided 111bovc in connection with the actlvitic.s of Lessee, it.s officers, 
emplo) ccs. and ogcnlS as ducsibed above. EXCEPT AS OTIIEitWISE EXPRESSLY LIM ITEO II EREIN. ALL OF T il E INOEMNITY ODLIGATIONS 
AND\Oit LIADILITI ES ASSUMED UNOER T il E TERMS OF TillS AGREEMENT SllALL DF. W ITIIOUT L IM ITS ANll W IT IIOUT REGAIW TO 
T il E CAUSE OR CAUSES T II EREOF (EXCLUDING PRE-EX ISTING CONOITIOI'<S), STRICT L IAUILITY, OR T il E NEGLIGENCE OF ANY rAitTY 
OR PARTIES (INCLUOING T ilE NEGLIGENCE OF TilE IN OEM IFI EO rARTV). WII ETIIER SUCII NEGLIGENCE DE SOLE, JOINT. 
CONCURRENT. /\CliVE. 011 rASS IVE. 
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36. ENVIRONMENTAL HAZARDS. Lessee shall we the highest deg~e of c11e and all reasonable ufegu11ds 10 prevenl conlamlnallon or pollution of 
any environmental medium. lncludlna soil. surface waters. aroundwater, scdlmenu, and surface or subsurface stnl&. ambient a ir or any other environ menial medium 
m, on, or under, the leased premises, by any waste, pollulanl, or conwnlnanL Lessee shall not brine or permit to n:maln on the leased pn:mlses any asbeslos 
conu lnlng materials, explosives, toxic materials, or subslances n:gulated as hazardous wastes, hu11dous materials, hazardous substances (as the tenn "Huardous 
Subsunce" is deflncd In the Comprehensive Envlronmenl&l Response, Compensation and Liabil ity Act (CERCLA), ~2 U.S.C. Sccllons 9601, el seq.), or lode 
subslanccs under any federal, state, or local law or n:aulatlon ("llaurdous Materials"), except ordinary producu commonly used In connection with oil and aas 
exploration and development operations and ston:d In the usual manner and quantities. LESSEE'S VIO LATION OF Til£ FOREGOING PROIIIBITION 
SIIA LL CONSTITUTE A MATERIAL BREACII AND DEFAULT IIEREUNDER AND LESSEE SIIALL INDEMNIFY, HOLD HARMLESS AND 
DEFEND T ilE STATE OF TEXAS AND Tll£ OWNER OF Til£ SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, J UDGMEI'ITS. PENALTIES, 
LIABILITIES. AND COSTS ( INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARIS ING OUT OF (I) A 
VIOLATION OF Til E FOREGOING PRO III BITION OR ( II) TilE PRESENC E. RELEASE, O R DISPOSAL OF ANY HAZARDOUS M.A TERIALS ON, 
UNDER, OR ABOUT TilE LEASED PREMISES DURING LESSEE'S OCCUPANCY O R CONTROL OF TilE LEASED PREMISES. LESSEE SUALL 
CLEAN UP, REMOVE, RE!v.EDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY TilE 
PRESENCE OR RELEASE OF ANY ll.AZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT TilE LEASED PREM ISES DURING LESSEE'S 
O CCUPANCY OF TilE LEASED PREMISES IN CONFORMANCE Wm l 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 OTIJER ENVIRONMENTAL LAW OR REGULATION. LESSEE SIIALL IMMEDIATELY GIVE THE STATE OF 
TEXAS AND TilE OWNER OF Tli£ SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF TillS PARAGRAPH, UPON 

• 0 • LEARNING OFT! I£ PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNM ENTAL 
• • " GENCY PERTAINING TO HAZARDOUS MATERIALS WliiCll MAY AFFECT TilE LEASED PREMISES. TilE OBLIGATIONS OF LESSEE 

0 0 0 
IIEREUNDER SIIALL SURVIVE Tll£ EXPIRATION OR EARLIER TERM INATION, FOR ANY R EASON, OF TillS AGREEMENT • 

•••• 0 
0 o I 37. APPLICABLE LAW, This lcuels Issued under the provisions of Texas Natural Resources Code 52. 171 through 52.190, commonly blown u the 

• Relinquishment ACI, and other applicable stalUlu and arnendmenu then: to, and If any provision In this lease docs not conform to these Slalules, the statutes will 
prevail over any nonconfonnlnJ lt.asc ptovLslons . 
• 

•: • • • : 31. EXEClJTlON. Thb oil and gas lease must be slcncd and aelcnowl<dged by the Lessee before h is filed o f n:cord In the county n:cords and In the 

0 0 
General Land Omce of the State o f Texas. Once the Olin& requln:mcnu lbund In Parag,.ph 39 o f th is lease have been satisfied, the effective date o flh ls lease shall 

0 0 Jc the, dale found on Page I. 
• •• 
• 39 LEASE FILING. Pursuant to Chapter 9 of the Texas Bwlneu and Commerce Code, this lease must be filed of record In the office oflhc County 

Clerk In any county In which all or any pan of the leased p~mlscs Is located, and cenlfled cdplcs thercofmuSI be filed In the General Land Omcc. This !ease ls not 
! • 0 effective until a ocnlfled copy of th is lease (which Is made and ccnlfled by the Couniy Clerk from hb n:cordJ) b filed In the General Land Office In accordance whh 

• • • 4"cxas Natural Resources Code 52. 113. Additionally, this lease shall not be binding upon the Slate unless It n:cilcs the actual and liUe cons lderal lon paid or promised 
for execution of this lease. The bon us due the State and the pn:scrlbed li llns fee shall accompany such cenll1ed coprlo _th~ Genera l"~d,Offi~. 

LESSEE 
BY: CI.Jl..Y JOHNSOO 

T!TLE: _____ __,...---------

DATE:___::..::>..t...~...b-Z/)=-·-'-2~8------
STATE OF T EXAS 

BY:....,.,.-,..-.,.----,---,--::---:-:::-----­
Indlvldually and IS • sent (or the Slate o f Texas 

Date: _____ ______ _____ _ 

STATE OF TEXAS 

OY:....,.,.-,..-.,.----:--:---::---:-:::-----­
Individually and as agenl for the Stale ofTexas 

Date: ________________ _ 

STATE OF • .£!4 
~-'"" 

COUNTY OF ...... _ .. ___ t!_"::;A{!- -::> 
SUBSCRIBED AHO SWORN TO BEFORE ME 

TliiS 1SI'£2 
OY_fe~C(~==:::::._ _ _j 
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(CORPORATION ACKNOWLEOGME:NT) 

COUNTY OF _________ _ 

BEFORE ME, the undenlgned authority, on this day penonally appean:d _____________________ _ _ 

known 10 me 10 be the penon whose name is subscribed 10 the foregoing lnSirumcn~ as ___________________ .or 

-:--:-----:-----:c-:--:----:-:--;------:~~--:----:---:--:----:--:--:-:-:-:--and acknowlcdscd 10 me thai he cxceulcd the same 
for the purposes and eoruldcrallon therein expressed, In the capacity s!Aicd, and as lhc acl and deed of said corporal ion. 

Given under my hand and seal or om co lhls lhe. ____ day or __________ _, 19 __ • 

Nowy Public In and for _________ _ 

STATE OF __________ _ (CORPORATION ACKNOWLEDOMENll 

COUNTY OF ___________ _ 

BEFORE ME, lhc undcnlancd aulhorhy, on this doy personally oppeared'-----------------------

known 10 me 10 be lhe person whose name Is subscribed 10 lhe forcsolng lnslrumcn~ as. ___________________ .or 

-:--.------:---:-:--.---:-:--;------:-:--:----;---:---;---.----:--;--;-::-:-:--'and acknowledged 10 me thai he cxcculcd lhc same 
for lhc purposes and eonsidcrallon !herein expressed, in lhc capaeily slaled, and as the aet and deed of said corporal ion . 

Given under my hand and seal ofomec lhls lhe /3 
I 

day or__.M'--"-'-'A.:...'(-+------'' 19~. 

SUBSCRIBED AHD SWORN TOrl!BifiEfFtl61RRE(-;tMI.IEr--------
·' 

ONDnnDUAL~~~unLcuu.Mcr STATE OF___;=...c._..._L-.o!.-.!0:::...!..'--'-'L.L-'---'c,-­

COUNTY oF..=L::....::.o-=s~!....A!..,;N~CZ.:..s...~l-=-<-=-·=-s-
Before me, lhe undcnlgncd authority, on lhis day penonally oppean:d. __ ~~::::·:~:~:::· :.:er=-¥-===----vL.£ ______ _ 

known 10 me 10 be the penoru whose names arc subscribed 10 the forcaolna lruwmcn~ and acknowlcdsc lo me thai they exeeuled lhc same for the purposes and 
eorulderallon !herein expressed. 

Given under my hand and seal oromec lhis lhe _______ .day or ______________ _. 19 98 

Nolary Public In and for _________ _ 

STATE OF __ TEXAS ________ _ (INDIVIDUAL ACKNOWLEDOMENT) 

COUNTY OF_MID __ LAND _______ _ 

Before me, the undersigned aulhorlly, on lhls day personally appcared. ____ s...C..r.l..:aL,)y'---'.l.uoJJhn.r.u.S;:,.O~.LL.Jn'-------------

known 10 me 10 be the penoru whose names arc subscribed 10 lhe forcsolnal rulrumcn~ and acknowledged 10 me lhol they exctulcd lhe same for lhe purposes and 
eonsldcrallon !herein expressed. 

Given under my hand and seal oromec this lhe. _ __,2'-'-...:0:::_ ___ day or 1i/i.~l9·-=.9.::8 ____ . 

Nowy Public in and for 1"'~~ 

I . 

1 , ) l) L 0 -.) 
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EX IIIBIT "A" 

ATTACHED TO A D MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
MAY 4, 1998, BY A D BETWEEN SHERRY TYLER SAUL, A MARRIED DEALING IN HER SOLE 
AND SEPARATE PROPERTY, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND 
COVERJNG SECTION 5, S&E NW/4 NW/4, S/2 NE/4 AND W/2 NW/4 SW/4 OF SECTION 10, 
BLOCK 58, PSL SURVEY, REEVES COUNTY, TEXAS 

If, at the expiration of the primary tenn hereof, this lease is bcmg held by production or a shut-in 
well pursuant to the tenns 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 teml 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 \\ithin 180 days after the completion of drilling operations being conducted on said land, or lands 
pooled therewith, at the end of the primary tenn 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 perfonnance 
thereof, then 10 e1ther event, this lease shall tem1inate as to all lands covered hereby, save and except for the 
proration units surroundmg each well then producing, capable of producmg or upon which operations are 
bemg conducted The tenn "proration unit" as used in this paragraph means any acreage designated as a 
drilling unit or production unit m accordance with the niles of the R:ulroad Commission of the State of 
Texas Funher, the tem1 "commencement" shall mean that point in t1mc when the pcninent well is spudded 
and the tenn "completion" shall mean the date upon ''h1ch the ml!ial potential test rcpon IS filed with the 
Railroad Comm1ss•on of the State of Texas, 1f a producuve well, or the date of fihng the pluggmg repon 
mth the commJSSJOn, 1f a dr: hole. Notmthstandmg the tcrmmatlon of th1s lease as to a pon.on of the 
lands covered hereby, Lessee shall nevertheless continue to have the nght of 1ngrcss to and egress from sa1d 
land still subject to this lease for purposes described in paragraph I hereof, together with easements and 
rights of way for roads, pipelines and other facilities on, over and across all of the lands still subject to this 
lease and for the gathering or transponation of oi l and gas produced from the retained lands. The sole 
liability or penalty for the failure of Lessee to drill any well or wells reqUJred or pemmted in this lease shall 
be the termination or panial termination of Lessee's rights under the lease as provided above. 

STAlE OF.-~-·--
!:OUNTY OF ............ -~ 

~~ 
,~ . . COlUM31A V. DRILLER 1'1 
_;'riD-~ Commission# 1079097 ~ 
' , ' ;:: NotCll)' Pubnc- Col:fomia ~ 
··~ ~-· ;;-- . , los Ar.ge:~s County f 

· . •, C:::nm. &;: ·ns Jan 29, ?aXl fil 
-:c:· - . - · ,;,.-<;"; -r.; .(l. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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CALIFORNIA ALL-PURPOSE ACKNOWLEDGMENT 
~~~~~1)3%!~~~.«<.-«-.e£.«~~~~~~«~«~~ "" 

I 
I 

State of California • 

County of C A L. F 0 R N l A } ss. 

On M A 7c I 3 '9 8 ' before me, c 0 I 0 IV\ 6 I 1-i t/. () ~~; I )~ rc 
O.te Nanw and Tit~ ot ()tflc:er (e g , "Jane Doe, Notary Pubk;1 

personally appeared S h ~ B P..J T 7 L ~ r<.. 5 A 1...( L 
Namo(a) ot Sogno~a) 

0 personally known to me 
0 proved to me on the basis of satisfactory 
evidence 

to be the person(s) whose name(s) is/are 
subscribed to the within instrument and 
acknowledged to me that he/she/they executed 
the same in his/her/their authorized 
capacity(ies), and that by his/her/their 
signature(s) on the Instrument the person(s), or 
the entity upon behalf of which the person(s) 
acted, executed the instrument. 

WI TN 

----------- OPTIONAL -----------
Though the mformation below ts not reqwred by law, It may prove valuable to persons relying on the document 

and could prevent fraudulent removal and rea ttachment of this form to another document. 

Description of Attached Document L 
Title or Type of Document: 0 ,· 1.. ~ ~Q, <4 s c.. 

Document Date: M A J 4 I 9 '1 8 
7 

Number of Pages: __ 5 ____ _ 

Slgner(s) Other Than Named Above:----------- ---------­

Capac. ity(ies) Clai~me Signer ~ f (} 
SigiJI!r's Name: - -4<-= ...:.....;:..;;;..=-1"----=-?F-==---=)d=...:co..-.A-=::::..::=----- ,~~~~ 
~nd1v1dual ~ 
0 Corporate Officer- Title(s): 
0 Panner - 0 llmited 0 General 
0 Attorney In Fact 

Trustee 
Guard1an or Conservator 

0 Other:------------------------

01997 NaMonal N~ryAuooiUon • 8350 0. SoeoAve, P.O Box 2402 • Chaii'NOM, CA 81313-2•02 Prod No 51107 

--
_ ;:).. .c .. ;.a: ............ _ ... 

_____ ..._ 

. ' 

If r l ,.. . 

~l 0 ~ ) 

Fll.E NO • _ _ 1..,.6....,0....,6..__ 
~y PROVISIOII HER£111 VIHICH RESIRICTS !Hf Sm . RWfAI. 
OR USE Or TH£ 0(SCRI9t.O 0U-1 °Ff'·i;--., ?;;,: ·~(or C"~O~ 
(·R ~t.t;E IS IN .AUO PNO U ~J ~~i!'C :l\:f ,., f;_ r· , '(~ J (': \.~l , 

FILED FOR RECORD ON TilE 9th 
tA·'1. . .. .. 

- --L-=.:. __ _ DAY OF __ J_u_n_e _ _ ____ .A.D. 1998 AT 10 :23A 
M 

DULY .~RDIID ON TilE 10 tb 

BY:(~t/zL) ~li 
~AY OF ' ___ J_u_n_e _ ____ A.D. 1998 AT 2 :00P 

M 

DEPUTY 

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

The above and foregocng IS jl-lan: irue anocor7ett pholograph!c copy of lhe 
ongtnal record now 10 my lawful cuslody and possess1on, as lh. e ~ ~ 
flled/rec~e~J. lhe pu~llc r d~ my off iCe, found In VOL ..Ld:-7. 
PAGE , THRU ~ ' 

' 
.. A~, ..... ~.';.~:;.. I 1\ereby cen1fied on ---4_ - // - f,j} 
{" ~ DIANNE 0. FLOREZ, COUNTY CLERK 

~\T/§ __ JJJ R~UNTY, TEXAS 

~ aYc:?L#~-- ~ 
DEPUTY 

DIANNE 0 , FLOREZ, COUNTY CLERK 

REEVES COUNTY • TEXAS 

' . 

True and Correct 
copy of 

Original filed in 
Heaves County 

Clerks Office 
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TITAN RESOURCES, L.P. 
ACQUISITION CHECKING 

• •• COMMISSIONER OF Ti lE GENERAL LAND OFFICE 
"• ·~~ftAGON #299:Lease Bonus Payment in fu ll 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 State of Texas by Agent, 
• • • • •: Garland Allen Tyler and wife, Beverly 

• • A. Tyler, Lessor. in favor of Clay Johnson. 
• • • • ! Lessee, covering Section 5, Save and Except 
• •• 
• 

•• • • • • •• 

Checking 

TITAN RESOURCES, L.P. 

Lease Bonus 

the NW/4 NW/4, S/2 NE/4, of Section 5, 
and the W/2 NW/4 SW/4 of Section 10, 
Block 58, PSL Survey, Reeves 
County. Texas. 

ACQUISITie~~~~mt:\~ER OF Til E GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus 

('-.J 
r, 

r , ',J 

( : 

('-J 

-
: 

) 

) 
1 

0 '\ U..l 

Checking Lease Bonus 

Payment in full of the I /2 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. 
Garland Allen Tyler and wife, Beverly 
A. Tyler, Lessor, in favor of Clay Johnson, 
Lessee, covering Section 5, Save and Except 
the NW/4 NW/4, /2 NE/4, of Section 5, 
and the W/2 NW/4 SW/4 of Section 10, 
Block 58, PSL Survey. Reeves 
County, Texas. 

7/ 15/98 002031 
1,220.24 

;70 
98058521 

X 1.220.24 

7/15/98 
002031 
1.220.24 

1,220.24 



I I I r'\1 .. I IL.V'-'VI I V '-V t L.. l • 

ACQUISITIB~~~~~~&~!:R OF THE GENERAL LAND OFFICE 

' • PNAGON #299:Lease Bonus 
• • • • •• 
•••• 

\ . . . .. . 
• 

• •••••• • • 
•• • • • • • •• 

•• • • • • •• 

Checking 

TITAN RESOURCES, L.P 

Lease Bonus 

Payment in full of the 1/2 of lease bonus 
consideration due the State of Texas 
for Paid-up Oil and Gas Lease dated 05/04/98 
from the tate of Texas by Agent, 
Sherry Tyler Saul, a married woman 
dealing in her sole and separate propeny, 
Lessor in favor of Clay Johnson, Lessee. 
covering ection 5, ave and Except 
the NW/4 NW/4, /2 NE/4 of eetion 5, 
and W/2 NW/4 W/4 of Section 10 . 
Block 58, PSL urvey, Reeves County. Texas. 

ACQUISIT~~~ER OF THE GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus 

' (' 

('J 

( 
-) 

~ • 
( "') 

I 

N 

= 
:-

) 
J 

c;..J r 

Check ing 0 '\ 1.1.1 Lease Bonus 

Payment in full of the 1/2 of lease bonus 
considerat ion due the State of Texas 
for Paid-up Oil and Gas Lease dated 05/04/98 
from the tate of Texas by Agent. 
Sherry Tyler Saul, a married woman 
dealing in her sole and separate propeny. 
Lessor in favor of Clay Johnson, Lessee, 
covering Section 5, Save and Except 
the NW/4 NW/4. S/2 NE/4 of ection 5. 
and W/2 W/4 SW/4 of Section 10, 
Block 58, PSL Survey, Reeves County. Texas. 

7/ 15/98 002030 
1.220.24 

980585 22 

X 1.220.24 

7/15/98 
002030 
1,220.24 

1.220.24 
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. lliXAS GENERAL LAND OFFICE 

· GARRYMAURO 
COMMISSIONER MEMORANDUM 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: 

County: 

Clay Johnson 

REEVES 

Section: 5 Block: 58 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3116 

Consideration 

Recommende~ 8·4·.98 
Not Recommended: ----
Comments: 

Lease Form 

Recommended: (@./ ,t! ft·f<~ 
Not Recommended: - - - -
Comments: 

Spencer Reid, Senior Deputy 

Recommended: ~ 

Not Recommended: - ---

Bonus/Acre 

Rental/ Acre 

Date: 

DATE: 04-Aug-98 

;r1- 1oo/D I 

Base File#: 150077 

Abstract: 5536 

$50.00 

$1.00 

- ---- -



, 
RAL REVIEW SHEET 

2695 L. Collier 

lBsslr: Tyler, Garland Allen & wife Beverly A. Tyler 5/4/98 II 0 

l..assllt Clay Johnson 540.13 

lfASE IISCRFTION 

CIUlty Base FIB No Part sac. BID Twp Slrvay Abst# 
REEVES 150077 I~ ()"' 5 58 00 PUBLIC SCHOOL LAND 5536 

REEVES 147739 '2. 'I ,:) . () " 5 58 00 PUBLIC SCHOOL LAND 5290 

REEVES 151884 1./C' · I 5 58 00 PUBLIC SCHOOL LAND 5803 

REEVES 129081 'I/), 0 10 58 00 PUBLIC SCHOOL LAND 4062 

TERMSOFHRED TERMS RECOMMENilD 

PriRirY T 11'111: (5 years :-=1 PriRirY T II'RI 5 years -----, 
lknls/ Acra: L_ $5o.oo I Blnls/A~n L_ $50.00 

RmJt&l A~n: L $1 .oo 1 Rlllta/Ain [ $1 .00] 

Roy~: @16 I Roy~ 13i16 

COMPARISONS 

Pif# lBss88 Data T II'RI Boons/ Ac. Rllltal Ac. Roy~ llstD:a c --------.,1 .--------.,1 I c ~ ,_______,I Last l.8as8 

.---------, :============~ :===~~ ~~ ==:1 :=1 ==:::::1 ; 1 r~====::::::: 

~===~~=============:~~II II II ! ~I ====::::::: 
!I ll : I II 

~===~ :================~ ~===~I C ~ C --11 I ~I ======: 

CllmBitl: Paid up rental. Continued from property inventory: Save & except NW/4 NW/4, S/2 NE/4 of sec. 5; and the 
W/2 NW/4 SW/4 of sec. 10. Also, Sherry Tyler Saul. 

Tuesday, August04, 1998 



' . 



· TEXAS GENERAL LAND OFFICE 

GARRY MAURO 
COMMISSIONER MEMORANDUM 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: 

County: 

Clay Johnson 

REEVES 

Section: 5 Block: 58 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3/16 

Consideration 

Recommende@ I)· /8 . .JB 
Not Recommended: ----
Comments: 

Lease Form 

Recommended: ~ /;j)/18 
I 

Not Recommended: ----
Comments: 

Bonus/Acre 

Rental/ Acre 

Date: -

DATE: 17 -Nov-98 

Base File #: 150076 

Abstract: 5535 

$50.00 

$1.00 

Spencer Reid, Senior Deputy ------

Recommended: Sf.-
Not Recommended: - ---

Garry Mauro, Commissioner Date: / --'-------
Approved: ~'IV\ 
Not Approved: _ __ _ 



• • J 

Transaction # 2928 

Lossor: Whiteacre, Bill 

Lesse8: Clay Johnson 

LEASE DESCRfTION 

COlllty 

REEVES 

REEVES 

REEVES 

REEVES 

REEVES 

TERMS OFHRED 

Prinary T arm: 

Bonus/ Acre: 

Ron tall Acre: 

Royalty: 

Is years 

13/16 

RALREVIEWSHEET 

~t: R. Widmayer 

LBas8 Data: 10/23/98 II: 0 

Acres: 38.53 

~~ lOD \o\ 
BasofloNo Part Soc. IIndt Twp Slrvoy 
150076 ALL Jz.o . o.> 5 58 00 PUBLIC SCHOOL LAND 

~47729 ALL 5 58 00 PUBLIC SCHOOL LAND 

_.o Al± 5 58 00 PUBLIC SCHOOL LAND 

J§Q&H--Att- 5 58 00 PUBLIC SCHOOL LAND 

AL-1::- 5 58 00 PUBLIC SCHOOL LAND 

TERMS RECOMMENIID 

Prmi'Y Torm Is years 

$50.00 lknls/ Acra $50.00 

$1 .00 Rllltal/ Acra $1.00 

Roymty 13/16 

COMPARISONS 

MF# L8SS88 Data Torm Boous/Ac. Rllltai/Ac. Roymty Distance 

Abst# 
5535 

5290 

5801 

5536 

5803 

1,-----------,1 ..---,1 '--------' .-----,1 c ~ '-----------'1 Last l.8as8 

.-------, I II I ::==:::==~ 

~====~ ~===============~ ~~I II I~==~ 
~===~ ~===============~ ~====~I II I ::==:::==~ 
L__ __ _J L------,------------' c__ _ ____,l II I ....__ __ ____, 
~-====-==;------

c 

APII'ovod:'(?,AB tl · /8 · $ 

Tuesday, November 17, 1998 



.. . 
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I TrrAN REsoURcES. L.P. 

November 10, 1998 VIA FEDERAL EXPRESS 

Mr. Drew Reid 
Texas General Land Office 
Stephen F. Austin Building 
1700 North Congress Avenue 
Austin, Texas 7870 I 

Re: Proposed Relinquishment Act Oil and Gas Leases (2) 
covering lands in Reeves County, Texas 
Paragon Prospect 

Dear Mr. Reid: 

With reference to the following described Oil and Gas Leases covering lands in Reeves 
County, Texas, enclosed herewith please find the following: 

1. Copy of Paid-Up Oil and Gas Lease dated October 23, 1998 between the State of 
Texas, acting by and through its Agent, Bill Whiteacre, referred to as owner of the 
soil, and Clay Johnson, Lessee. The terms of this Lease are as follows: 

A. The Lease covers 520.13 gross and 38.53 net acres; 
B. Consideration being paid is $54.00 per net mineral acre; 
C. Paid-up lease, no rentals due; 
D. Primary term is five (5) years; 
E. The royalty is 3/16. 

2. Copy ofPaid-Up Oil and Gas Lease dated June 9, 1998 between the State of Texas, 
acting by and through its Agent, Virginia Kathryn Ross, referred to as owner of the 
soil, and Clay Johnson, Lessee. The terms of this Lease are as follows: 

A. The Lease covers 160 gross and 5.926 net acres; 
B. Consideration being paid is $54.00 per net mineral acre; 
C. Paid-up lease, no rentals due; 
D. Primary term is five (5) years; 
E. The royally is 3/16. 

500 W. Texas • Suite 500 • Midland. Texas 79701 • Fax: (915) 687-0192 • Office: (915) 682-6612 
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Mr. Drew Reid 
·rexas General Land Office 
November 10, 1998 
Page2 

With regard to the required processing fcc or $200.00 for the above 2 Oil and Gas Leases, 
enclosed please find our request for credit by letter dated September 22, 1998, accepted by 
the General Land Office on September 30, 1998. Per the terms ofthis agreement, we would 
like to apply this fcc to our outstanding balance thereby leaving a $6,696.62 credit for future 
items. 

Please review the enclosed leases for prior approval. If the terms of these transactions are 
ncccptable to the State of Texas, please acknowledge by signing and returning one copy of 
this letter. Should you have any questions conceming this matter, please do not hesitate to 
contact me. 

Very tTU!y yours, 

WJB/dss 
Enclosures 

AGREED TO AND ACCEPTED TilTS f3 DAY OF --~-~J....;:....._. ____ _,1998 . 

State of Texas General Lan Office 

nf~~· 5'- t\.C{~. 8l:.qz 

P : 0 1 



I · TITAN REsoURCES, L.P. 

September 22, 1998 

Mr. Drew Reid 
Texas General Land Office 
Stephen F. Austin Building 
1700 North Congress A venue 
Austin, Texas 7870 I 

Re: Relinquislunent Act Oil & Gas Lease dated April2, 1998 
Hallie C. Guthrie, Successor Trustee u/w/o H.M. Crigbton, deed. and 
as Independent Executrix of the Estate of Hallie R. Crigbton, deed., 
Agent for the State of Texas, Lessor 
Clay Johnson, Lessee 
All of Sections 26 and 27, Block 103, Public School Land Survey 
Culberson Countv. Texas 
Paragon Prospect 

/0 - 13 /g 
~~ 333.~.! 

l o-- 19 - 1? 

lUJ-.e.J.. # .s-/)7). err) 

JP - l" - 4 f 

~ f ;o~. 60 

~- I JOb. bO 

/0-ZJ-7! 
~L . .fzoz>. oo 

j tJ- t.7 - 1 y 
Dear Mr. Reid: , ~ ~JPv.oo 

· - . 1~-t-f--A j 
• • •: • .On May 11, 1998, the captioned Oil and Gas Lease was forwarded to you for processing and filing in yoUr records. A 

• • •copy of the following information is attached for your reference: ~~ # ~ 0 e.-. ~ t> • •• • -r 
• • • .. . 

• 
•••• • •••• 

• •••••• • • 
• 
•••• • •••• 

l. 

2 . 

Copy of9il and Gas Leas~ dated April 2, 1998, between the State of Texas, acting by and through 
its Agent, Hallie C. Guthrie, Successor Trustee u/w/o H.M. Crighton., deed., and as Independent 
Executrix of the Estate of Hallie R. Crighton, deed., said Agent referred to as owner of the soil, and 
C lay Johnson, Lessee, covering the captioned lands in Culberson County, Texas . 

Copy of Titan Resources, L.P. Check No. 1569 made payable to the order of Commissioner of the 
General Land Office of the State ofTexas in the amount of $16,000.00, representing payment of the 
total lease bonus consideration due the the State of Texas for the above mentioned Oil and Gas Lease. 

3. Copy ofTitan Resources, L.P. Check No. 1568 made payable to the order of Commissioner oftlte 
Genecal Land Office of the State of Texas in the amount of $ 125.00, representing payment in full of 
the processing fee and filing fee due ti1e State of Texas. 

4. Copy of transmittal letter dated May 11, 1998, from J. ltobert Ready, Landman, Titan Resources, 
L.P. to the Texas General Land Office. 

The above mentioned lease and checks were submitted in error for Relinquishment Act lands when in fact they cover 
free royalty lands. 

Accordingly, we would appreciate your reimbursement of ti1e overpayment by approval to allow us to use ti1is 
$16,125.00 as a credit for future items. Please acknowledge your approval to credit such amount by signing, dating 
and faxing a copy of this letter to the undersigned. Our fax number is (915) 498-8692. 

APPROVED THIS )'0 DAY OF SEPTE 

TEXAS GEN!J· LAND 0~ ' 

BY: ~--AJ_ 
Drew Re1 



· FedEx I intcrNetShip I Label Page 7916 4138 6 129 

SH IPPER'S FEDEX ACCOUNT NUMBER 

1111111 111111111111111 11111111111111111111111111111 1111 
FROM: PHONE: (915;682- 6612 
J. ROBERT READY 
TITAN RESOURCES, L. P 
500 WESTTEXAS, SUITE 500 

MIDLAND TX 79701 
TO: PHONE: (512}475-1534 
DREW REID 
TEXAS GENERAL LAND OffiCE 
STEPHEN f. AUSTIN BUILDING 
1700 NORTH CONGRESS AVENUE 
AUSTIN TX 78701 
REF: PARAGON PROSPECT #299 

~. 
Federal Express 

SHIP DATE: 10N0\198 
MAN WGT: 1 LBS 

llllllllllll lllllll ll llllllllll ll l ll ll lllll l l l l ll llll lll lll ll l ll lllllll ~111 1 1 1 11111 11 1 1 11111 1 11 11 1 11 1 1111 11 11111 1 11 1 11 1111 1 1 1 1 1 1 111 1 1 1111 111111 1 

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

DELIVERY ADDRESS 
TRK#7916 4138 6129 
FORM ID: 0201 

STANDARD OVERNIGHT 

78701-TX- US 

DROP OFF BSMA7 AUS 
WED 
At 

Deliver by: 
11NOV98 

Page I of2 

• 
·····~·============~========================================================== 

•••• • FedEx Shipping Label .... 
To prepare your package for shipment, you need to do the following: 

1. Use the Print button in your browser to print this page to your laser printer. 

2. Fold -the printed page in half and use as the shipping label. 

3. After printing the label, place it in a waybill pouch and afftx it to your shipment so that 
the barcode portion of the label can be read and scanned. 

·~ Continue Shipping) 

New! To improve download speed and reduce the number of printed documents, the Shipment 
Summary has been removed from the shipping label and is now available from your Shipping 
History. To access your Shipping History, click on the "Shipping History" button from the 'Account 
and User Information' screen, select the appropriate shipment, and click on the "Shipment Details" 
button. 

https ://www.fedex.com/cgi-bin/ship_it/interNetShip 1111 0/98 
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I TrrAN REsoURCES, L.P. 

December 2, 1998 

Mr. Drew Reid 
Texas General Land Office 
Stephen F. Austin Building 
1700 North Congress A venue 
Austin, Texas 7870 1 

Re: Relinquishment Act Oil and Gas Lease 
covering land in Reeves County, Texas 
Paragon Prospect 

Dear Mr. Reid: 

VIA f-EDERAL EXPRESS 

With reference to the following described Oil and Gas Lease covering land in Reeves County, Texas, 
• • •: •. enclosed herewith please find the following: 
•• • .... • • • .. . 
• 
•••• • •••• 

1. 

• •••••• • • 

Certified copy of Paid-Up Oil and Gas Lease dated October 23, 1998, between the State of 
Texas, acting by and through its agent, Bill Whiteacre, referred to as owner of the soil, and 
Clay Johnson, Lessee, covering all of Section 5 save & except the NW/4 of the NW/4 & 
the S/2 of the NE/4, Block 58, PSL Survey, Reeves County, Texas . 

• 
•••• • •••• With regard to payment of the lease bonus consideration (1/2 due the State of Texas) and required filing fee 

for the above lease, enclosed please fmd our request for credit by letter dated September 22, 1998, accepted 
by the Texas General Land Office on September 30, 1998. Per the terms of this agreement, we would like 
to apply the $1,040.26 lease bonus consideration and the $25.00 filing fee to our outstanding balance thereby 
leaving a $3,847.36 credit for future items. 

In addition to the above referenced lease and request for credit by letter, enclosed is a copy of request for 
approval of the lease by letter dated November 10, 1998, accepted by the Texas General Land Office on 
November 13, 1998. As soon as the lease transmitted herewith has been approved and filed, please advise 
this office of the assigned Mineral File Number. If additional information is required, please do not hesitate 
to contact the undersigned. Thank you for your continued cooperation and courtesy in this matter. ' - ~ 

WIB!dss 
Enclosures 

Very truly yours, 

500 W . Texas • Suite 500 • Midland, Texas 79701 • Fax: (915) 687-0 192 • Office: l!l1fi\ fiA?-fifi 1 ? 

.. 
> 



1
1 
TrrAN REsoURcES. L.r. 

September 22, 1998 

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

/0 - 13/g 
~~ g 3 3 '""J-.1 
lo -- 1.CJ -<J? 

~ ~ .s-/)-b ' :ro 
j() - l6 - 4 f 

- ·' Re: Relinquishment Act Oil & Gas Lease dated April2, 1998 
Hallie C. Guthrie, Successor Trustee u/w/o fLM. Crighton, deed. and 
as Independent Executrix of the Estate of Hallie R. Crighton, deed., 
Agent for the State of Texas, Lessor 

~ f;ot/. ~o 
~ 1 job ."60 · ~ ~·~ 

Clay Johnson, Lessee 
AllofSections_26 and27, Block 103, Public School Land Survey 
Culberson County. Texas 

/0 -ZJ~f! 
~L:/'zoz>.ot> -· >.. .. -... 

. ...:· 

Paragon Prospect 
/" - 'L 7- 1 y 

OearMr.Reid; _ , ~ jf JPv · oo 
•••• . . . - . /Q.;~f:..Pj f . 

• •• •(l:J. May 11, 1998, the captioned Oil and Gas Lease. was forwarded to you for processing and filing in yor.lr recOrds. A 
• •.: ~PY of the following ~ormation is attached for your reference: ~~ d t7 c c.- . ~ 0 
•• • 
• 
•••• • •••• . 

•••••• • • 
• 
•••• • •••• 

2 . 

. Copy of9il cmd Gas~~ dated April2, 1998, between the State of Texas, acting by and ilirougb 
its Agent, Hallie C. Guthrie, Successor Trustee"u/w/o H.M. Crighton, deed., and as _Independent 
Executrix of the Estate of Hallie R. Crighton, deed., said Agent referred to as owner of the soi~ and 
C lay Johnsoq., Lessee, covering the captioned lands in O.llberson County, Texas. 

Copy of Titan Resources, L.P. Check No. 1569 made payable to·thc order of Commissioner of the 
General Land Office of the State of Texas in the amount of$16,000.00, representing payment of the 
total lease bonus consideration due the the State of Texas for the above mentioned Oil and Gas Lease. 

3. Copy ofTitan Resources, L.P. Check No. 1568 made payable to the order of Commissioner of the 
Genecal Land Office of the State of Texas in the amount of$125.00, representing payment in full of 
the processing fee and filing fee due the State of Texas. 

4. Copy of transmittal letter dated May 11, 1998, from J. Robert Ready, Landman, Titan Resources, 
L.P. to the Texas General Land Office. 

The above mentioned lease and checks were submitted in error for Relinquishment Act lands when in fact they cover 
free royalty lan~. · 

Accordingly, we would appreciate your reimbursement of the overpayment by approval to allow us to use this 
S 16,125.00 as a credit for future items. Please acknowledge your approval to credit such amount by signing, dating 
and faxing a copy of this letter to the undersigned. Our fax number is (9 15) 498-8692. 

APPROVED TH£S )0 DAY O:JSEPTE ER, 1998. 

TEXAS GEDAND 0\ ' 
BY: ~ lJ 

Drew Ret 
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• f-edEx I intcrNctShip I Label Pa"" 790 I 7263 0502 

SHIPPER'S FEDEX ACCOUNT NUMBER 

1111111 ~1 11 11111 111 1 1 1111111111 ~111 1 1 1 1 1 111111111 1111 
FROM: PHONE: (91 5;682-6612 
ROBERT READY 
TITAN RESOURCES, L. P 
500 WEST TEXAS, SUITE 500 

MIDLAND TX 79701 
TO: PHONE: (512}475-1534 
DREW RBD 
TEXA S GENERAL LAND OFFICE 
STEPIIEN F. AUSTIN BUILDING 
1700 NORTH CONGRESS AVENUE 
AUSTIN TX 78701 

REF: PARAGON PROSPECT 1299 

~. 
Federal Express 

SHIP DATE: 02DEC98 
MAN WGT: I LBS 

11111111111111 ~111 1111 111111 1111 11111111111111111111 Ill ~ I ll 1111111 111 11111111 ~Ill ~ 11 1 11111 11 11111 11111 ~111 11 1 11111 1111111111111111111 1111111 
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DELIVERY ADDRESS 
TRK # 7901 7263 0502 
FORM ID: 0201 

STANDARD OVERNIGHT 

78701-TX- US 

DROP OFF BSM A9 AUS 
THU 
A1 

Deliver by: 
03DEC98 

Page I of 2 

•• •••• 
· ==~==============================-=====-===============================~ 
• 
••• • • •••• 

FedEx Shipping Label 

To prepare your package for shipment, you need to do the following: 

1. Use the Print button in your browser to print this page to your laser printer. 

2. Fold the printed page in half and usc as the shipping label. 

3. After printing the label, place it in a waybill pouch and affiX it to your shipment so that 
the ba rcode portion of tbc label can be read and scanned. 

··~ Continue Shipping) 

New! To improve download speed and reduce the number of printed documents, the Shipment 
Summary has been removed from the shipping label and is now available from your Shipping 
History. To access your Shipping History, click on the "Shipping History" button from the 'Account 
and User Information' screen, select the appropriate shipment, and click on the "Shipment Details" 
button. 

https://www.fedex.com/cgi-binfship_itlinterNetShip 12/2/98 
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FILE I 1 

GucnJ Lud Omco 
~laqols~met .UI Lt.ue Form 
Rrrlscd, September 1997 

BOO 

Paid-up 
on. AND GAS LEASE 

nns AGREEMENT Is made a cnla'Cd Into thls 2 3 day of October 19...2.!L. bctw<cD 11>c SaLe of Texas. oalnc by mel tbroar.h its 

aacnt.,_~B~i...,.l"""l---!!.Wh!..!..l~· t!<..!ie:.£a!..!=c~r.l:.e.L, .....!d:!..!e"-!:au.l.J.i11n5.l..g _fii]jUL...lLI.i~s_.l;j,JS0o~r Js..;g~~~~.l.ln.e.t_:is..~;:!..fP~~L.LfA-~.L; Pe.t:-1~?-lr~z~gw:..~:.;.;;..~:.~¥-' 0-.--=T"""x.._.? 5,...,0...,9 .... 
2
.--

--------------------------------------~~~----~~~------~------------------------'gUdquc 
(Give Pc:m>.W1CDl Addr<:s:s) 

bcrclll rc:(~ to u the owner o(th< ..,u ("'bctha on<: or a>ore). meii ____ ~C<..:L~A~Y~J~O~H~NS~O~N~::-....--;~--;;,.,...=;-----------

~£al:Dd~afR ' 5ij~6i aoo X~ 

(vm: l"a:maD<nl Address) 

I. GRANTING CLAUSE. For and ill coosid<n:lion of the .mounts .sDitd below JDd o(lbc <0\'tlWlts JDd apccmcnts 10 be paid,~ mel paformcd by 
Lc:ssce under this le ase. the Sbll: oCTc:us :odlnc by JDd thtour,h thc o"""'oftbc soil. bcrdry ,....,cs. leases aod lets= Lessee. 6ot tbc sole mel only~ or 
prospectinc ..,d drillinc for and producinc oil aod ,ps, 12)11nc pipe I!Do:s. build!Dc unJa, SIDrillc oil aoc1 builclill& power stations, lldepbcac r~~~t.~ JDd ocbcr sw= 
thcreoa, 10 produce, szvc., ulc.c = o C. =and tl'2mpo<t s&id p<O<lucu of the IUK. lhc followiDc laa<U sitlmcd In_ Reeye~ _ __ C<>w><y, Sb.!t 
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 

o· 
~{ 

,~ 

conbialnc 5 2 0 • 1 3 aacs. more or less. The bon liS consldcncloo paid for thls lc:uc Is ~ follows: 

TotheS1:11eotTc::us: One Thousand Forty and 26/100------------------------
0oll<m (l 1. 040.26 ) 

Totheownc:rofthesoil: One Thousand Forty and 26 / 100----------- -------------
0ollan (S J. 0 4 0 . 2 6 

T otllbonweoosidmlloo: Two Th ou s and Eighty and 52 /100 - - ------------------ -
0ollon (l 2 I 0 8 0 I 52 ) 

The t.cw bon liS cocuidcralioa paid n:pr=ts • bonw or=-__ ...,:F:,..;.i.:.f,;t;..,Yr,......:.F..!:o:..:u::.;r~..!:a~n~d~..!:O:..:O~/L.:1..!:0:.,:0T,-;;....::.-.,-,...-,..------------------------------
-------- -------Oo•ll<m ($ 54 . 00 ) per oac, ca 38. 5 3neuaes . 

2. nR.."l Subjctt to the olha provisions In this I~ this l=c lhoJ1 be tl>r o tam of f i V P. ( 5 ) yea r S from this <Ute 
(hc.n:in a.Jicd 'primary tam1ond u lon, thcrc11\ct., oi l and ps. or either oftbcra, is p~ in Pzrini q11>11titie:s from gUd Wid. 
Ju uu:d ill this IC2SC, the c=m 'produced in payln1 quantitie.s' =s dw the receipts from the sale or other mthorizd =~ W< o( the subsunce(s) a>vcnd 
exceed out oC poclccc opc:r.uion&i CXpcnKS fw the six months lasl past. 

* See E:xhibi t "A" attached for Pd-Up Delay R.ental Provision s hovn as Parag:rap~ # 40 · 

In a like manner and upon like paymc ndcn :~nnu&ily. the a>mmenecmcnc of a wellmzy be further defemd for sue riods o( one ( I) year e>c.'> dunn' 
the primuy tam. All p~ymcn nders o( rc:ntll to the owner of the soil may be aw!e by check or si&J>t dnl\ of Lc.u~ or any u so • of this lusel ond aay be 
delivt.'td on or before nw poying date. !!the biJ\Ic du i&nued in t1u.s poncr>ph (or its sucec.ssor bw ) should ceue to cx.Ut. SUlpend b · liquid= flil or 

ther bonk, or for any IQSOft foil or rellue 10 >eecpt rc:nul, l..aJcc slWI1101 ~held in def.W~ fer failure: to~ suoh paymc".ts or n of 

7 

True and COi.ect 
copy of 

Onginal ~· e • ,n 
Reeves Counly 

Cle:ks Off:ce 
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4. PRODUCTION ROY AI. TIES. Upoa production of oil md/ot ps. l.<:ss<e ~ 10 pay or eausc 1D be paid one-h.alf(IJ2) of !be n>y&Ity 
provided (or In chis l=c 10 the Commls.ioner of the GcncnJ L>nd Office oftbc Swe ofTcus. arAu.stin, Tens. Olld one·balf(lll) of such royalty 111 !be o......,. or 
the soil: 

(A) OIL. Royalty payable on oil. which is dell.ocd u lnclwllncall llyllrc>Qtbons produced In a liquid Corm at tbc mouth of the wdl and also., all 
condcruatc, distill >~e. and other liquid lzycllocart>ons recovered &om oil or ps nm thn>ush a JCpantOt or oilier equipment. a:s bcrcinafta pi'OYidcd, JIWI be 

3 I 16 patt of tho cross productloa or the m.azUt valuo tbcRot; ar tbc opdoo of the owner of the soil or tbc Commlssioncr of the 
Gcncn>J Ul>d Office, such nluc 111 be clctami.ru:d by I) the hichcst posted price., plus premium, ltaay, ol!'m:d or paid for oil. cond~ dlstill>~e. or other liquid 
hycllocart>ons, ~ctlvtly, of alike type Olld r;rwvity in the~ arc.a whctc produced and wbcu nzn, or2) tbc blshc.sl marltct price thcrcofoffcml or paid in lbe 
ccncnl area whcro produced and wbctlrw>, or 3) tbc cross proceeds of the we !hereof; whichever Is tbc c:rcater- Lc:ssce :opus lha< before a:ny ps produced ~m !be 
lc:ucd pmnlses Is sold, ~~Sed or proccs>cd in a plant. it will be run &De o( cost 111 the ro,-.Jty owncn thn>ush an.dequatc oil ;r,ad ps ScponlOr of c:oaYcntloAaJ type. or 
other equipment at least u e tfldcnl, so !hal all liquid hycllocart>om rccovc:nble &ora tbc ps by such muns will be recovered. Th<: n:qaircmcnt thai such ps be ""' 
lhrou&)\ • scpar.llDr or other equipment rray be wo.ivcd in wriLin& by the ra,-.Jty owocn apoa such tams and coaditlons as they prescribe. 

{B) NON PROCESSED GAS. Royalty on any ps (lncJudinc tlan:d cas), which Is defined u all byclto=bons ond pseous substznce:s aot defined 
u oil ia subponcnph (A) above, proc!uud &om osry wcU on ~d land (exiT a provided bcrcin with respect 111 ps procc:s.sed in a plmt for tbc cxrnctioa of 
c-ase line, liquid bydrocatt>cns or other producu) shall be 3 I patt of !be cross production or the m.azUt nluo thcn:ot; ar tbe opt:ioo oCtbc 
owner of the soil« tbc Commissioner oftbc Gcncnl U,d Office. such nlueiD be based on thc bi&)\cs< m.v1cctpria: paid or olfcn:d (« ps ofcompvab lc quality;, 
tbc z<ncnJ area when: produced aad wbca nm, or tbc cross price paid or otrcrcd 10 the produoc:r, whiclrn:r Is tbe p-ca~.Ct; provided tlw tbc m..o:ximual pRSSUrc base 
in mcasurinc the ps under this !cue shall oot at ...y time c:xcccd 14.6.5 pounc!s per square lacb aliso~ &Del tbc ~ base ll:lllpcruuro slWl be sixty (60) 
dccrc-c.s F>IIRnhcit. oai'I'CCiioQ 111 be~ for prc:ssurc acconlinc to Boyle's Law, and for spcc!Jic pviry aa:ordiftciD tcsn made by tbc Balance Mctbod or 'by tbc 
most opproved method oft=tlnc beinc used by the indur.Jy •me time oCu:stinr.. 

(C) PROCESSED GA.S. Royalty on any ps proc.csscd in a psollnc plant or olhcr plaat for the recovery o f cuolinc or other liquid by~ 
sh:>l l be 3 I 1 6 pon of the =idue &as ond the Uquld bydroart>ocu CXlr'XItd or tbe mat1ctt Yaluc thereof; lli!IC opdon o(tbc 
owner of !he soil or !he Commissionero!tbc Gcncnl U,d Otlicc.. All ra,-.Jties clue bcrcia shall be based on one hWidrcd pc=t (100%) of the IDtal pions 
production oCn:slclue cos a.ttrihlltlble tops produced &om this le;osc, and oa fllty percent (500/o). or that~ xcruinc to L.c:sscc. wb.ichcver is tbc (n:Ola, oCtbc 
total plant production o(liqu.id bydrocott>ons mrihut:&ble 111 the p.s produced 1tom this lnsc; provU!ed that ICiiquld trydroc:arbons an: ~d 11-om ps proa:sscd 

• ·~)~lint in whieb Lc:ssec (or its piTCllt. subsidiary or :alfill=) owns aa inttrct. thcn the pcrcaltare appllablc to liquid byclroarbotu sball be My percent ( 50%) or 
• ll>e hi_.cst percent Km~inc to a tblrd pvry proc=inc ps tllrau"' such plaat under a processlnc ov=ncnt aqodar.cd u um's lcnctb (or iftbm: is ao su<h third 
.~ tbc hi &)len paccnt tbcn be inc spccilicd in process inc :acr=mcnts or canttXU in tbc iDclusuy). whichever Is tbc pn~tt. Tbc rc:spcdiY'C ra,-.Jties on residue ps 

• an <I o.-Jiquld hyd.roarboou shall be de =!ned by I) !he hi chest caari:ct price paid or ol!crcd for any ps (or llquld hyclto=bons) ofa>mpanhle quality In the 
•fbc~ an: a. or 2) !he cross price paid or olrm:d for such residue ps (or tho wci&)\tcd rtcr2IC cross scUta& price for tbc rc:spcctive ~ o ( liquid bydroc:atbons). 
-.hichcver is the c:rcater. Ia no even!, however, shall !he royalties pzya.ble Wider this par:lCf'&Pb be lc.s.s than tbc royalties which would b:rvc bee> due~ the p.s not 

bi~,P~d. 
• 

• • • • (D) OTHER PRODUCTS. Royalty on arbon black, sulphur or any other product:l produced or m&nufactW"<d &em ps (cxccptincliquld hydrocubons) 
wh cthcw said a as be 'cuin&)\ad, • •dry, • or any o ther iiU. by 0:-actionatins. burninc or any other pn>CCSSinC shall be . 3/16 pazt of !be 

• )MJ"'¢oductlon of sueb productS, or !he marlcct nluc thereof; at the option of the owner of the soil or the Commissioner o( tbc Gcncnl U,d Ofticc, such marlcct 
value to be det.ctmlncd as folio...: I) on the buls of !he hi &)lest morlc.ct price of ncb product for, the same month in which such product is produced, or 2) on !he 
b!s l$ O( !he >Vct:l&C iJ'OU sale price o( ea.ch product (or the some month in which such products an: produced; whiebcvcr is tbc pnt.cr . 

• •• • 
• • ._: 5. MINIMUM ROY A1. TY. Outing aay yc# after the c:xpintion of !he primary term oCI!!Is lease, ICthls lease Is raainuincd by production. tbc royalties 

p11d under this lc- in no event shall be lc:u !baa ;r,a :amount equal t.o the total 2MtW del:sy rental bcrcin provided; otherwise, thm: sb.all be due aad payable on or 
befon: tbc last day oC !he month succccdinc the a.nnivcnary dase of this le= • sum equal II> the IDa.l znn.W rental lc:u the amount oC royalties paid durinc the 
preccdinc yur. If Pongr.sph J o( this lease cloc:s not specify a delay =>Ill >mount. thea for !he purposes o( Ibis pan.gnph, the delay rental zmount shall be oac 
do llar (SI.OO) per a<:rc. 

6. ROYA.I.TY IN KINO. Nocwitluundin& any other provisioa in this lease, u any time or &om time Ill time, the owncro(tbc soil or the Commt.s:sioner 
o ( the Gencn>J Ul>d Ol'!icc rray, u tbc optioa o ( either, upoa not less than sixty (60) days ootlce to the bolder of the 1~. require lh:u the paymcru of any royaldc:s 
acauing to such royalty owner under this lnsc be made in kind. The owner of the soil's or the Commissioner of the General Land Ot!lce's richtiD t2l:e its ro,-.Jty 1D 
l:ind sh>JI not diminish or ncgm !he owtiC1' oC the soil's or the Commissioner of the Gcncnl Ul>d O!fiu's risbts or Lc:sscc's obllprioas, whether cxpras or implied. 
under this lease. 

7. NO DEDUCTIONS. lcsscc ~es thll all royalties a.ccruinc 1111der this lease (lncludinc those paid In ldnd) shall be without deduction for the cost of 
producins, ptherinc, storinc. scparuinc, untin&. dchydr:>tiac. compress inc. processinJ, nnsportloc. :ltld othcrw!sc nulcicc the o~. ps and other product> 
~croundcr I'C3dy (or sale or usc. t..:ssec qrces 10 comput.c and pay royalties on the cros.s nlue =ivcd, includinc ""Y roimbuncrncnts for scve=ce Wtes and 
production rolucd costs. 

a. PLANT FUEL Al'ltl R.ECYCl..ED GAS. No royalty shall be p:syable on >rrf ps as may rcprc:scnt this le .. e's proportloa= share of any l'ud used 11> 
pro<c.ss &>.S produced hcn:undCT in any procc:ssinc planL Nolwithsunding my other provision of this lnsc, md subject 10 the written coa.scnt o!tbc owner of the soil 
and the Commissioner of !he Gcncnl Land Otlice, Lc:ssce nuy roc:ycle ps for go.slltt pwposes on lbe lnsed pn:mises «for inj ection in10 U>Y oil or ps producinc 
fonnuion underlyinc the l=cd premises alter !he liquid hydtcc:ubons conWtlcd in !he ps have bc:n removed; no royalties >hall be payable oa the recycled cu 
until i t is produced and sold or used by Lc:ssec in a manner which erni tlcs the royalty owncn to a royalty undc:r chis lnse. 

9. ROYALTY PAYMENTS AND R.EPORTS. All roy al ties not ulccn in l:ind sh>JI be paid to the Commiss ioner of the Gcncn>J L.>nd Office u Austin. 
Tcx :u, in the following ma.nncr: 

P>ymcnt of royalty on production of oil and gas sh>JI be as provided in the rules set ronh ln chc Tens Regitt.cr. Rulu currently provide thai royalty on oil is due 
and must be received in the Gcncnl Ul>d Office on or be fore the 5th day of the second month sucec<:dinc the month of production. and ro,-.Jty on co.sls due and 
must be received in the Gene nil U,d Otlice on or before the 15th da y of the sca>nd month sueccedlnc tbc monlh o ( production, ace.ompanicd by the U!idavit of the 
owner, man>gcr or olhcr authorized qcnL comple ted in the (otm >nd manner prescribed by !he Gcnc n>J Ul>d Otfice and showinc the cross amount and dispos itl~n. o( 

all o il 31\d g:u produced and !he mukct va.lue of the oil ""d cas. together will> a copy of all documcnLS, rccorc!s or reports eonlirminc !he cros.s production. dispostuon 

True and Co-r~ci 
CGpy of 

Original fPed 1n 
lie..::ves Co·~:n. 

Cls-ks Of!:.: 
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ond nwkct value includinc &os meter readinp, pipeline r=cipts, ps line receipu lftd other d><ci:s or mcmor-.Dda of amount produced and put in to pipel ines, l>rll::s, 
ot poob &lid cos lines« ps SlOI"IiC. and any other r<porU or rccon1s whlclllhe Gtacnll..aad Office may require to vctiJ'y the pou production, duposhlon and 

• m&rl<ct value. In all cues !he authority o( a rna;nqcr ot qcnt to ect Cot tbe Lcsscc hen: in must be lilc4 in !he Gcocral Ul!d Ofllc:c.. Eacll royalty payment sllall be 
acc:ompanicd by a cbcolr: stub, schedule. summary or o<hu rcmltl.lnc:c advice sbowinc by !he wlp>cd Gcncn1 Lmd Olllce lc:asc number lbc amo11111 or royalty be inc 
paid oa each lease. lfLcsscc pays hiJ royalty oa ot before lblny (30) days alta tbc royalty payma>t wu due, lbcn Lcs.scc owes a penalty of S% oa tbc royalty« 
ru.oo, whic:hcvct is pater. A royalty payment whicb lJ over thirty (30) days late shall """"'e a penalty of I 0% of !he royalty due or S2S.OO wblcbcvct lJ 11Qta. 

In addition to a penalty, n>yal lles shall acaue intaest at a rate of 12% per year; such intc:rcst will bqln accruinc when the royaJry lJ slx!y (60) days ov~ 
Ani davits and supponlnc documents which arc not filed when due $h&ll incur a p<JWry In 111 amouot se t by the~ Ul!d Office admlnistrlllvc rule whlch is 
effective on !he dall: when the affidavits or suppottin' documents were due. The Lc:sscc shall bear all responsibility Cor payin1 « cawin& royalties to be paid os 
prescribed by the due date provided bcrcin. Pa}'IIICllt o( the dci[Dqucncy penalty shall In no way operate to protUblt the s~·s rii)U oC!offcitun: as provided by law 
nor o.ct to postpone the date on which royal ties were ori&inally due. The above p<JWty provisioas shall ao t J9ply in cases of title disp~ as to the Swcs portico of 
the royalty ot to lhU portion o r the royalty In dispute a to W.. matnt value. 

10. (A) RESERVES, CONTRACTS AND OlliER RECORDS. Lascc shaii&Mually fuml.sh the Commissioner of the Gcncnl Und Office with 
iu best possible cstim.ale of oil &lid ru n:scrvcs undcttyill& this lease oc alloablc to this lease and shall tlln>ish said Commlsslonct with copies or all coaaaas IInder 
which ru is sold or ,processed and all subsequent qrcancnt> and amcndmcnu r.o sucb cooaaas wilhin lblny (30) days att... cntcrinclnr.o ot maldnc such coouncts. 
au<cmct~U or amcnc!mcnts. Such contracts and apumcnU when received by !he Gcocrall..aad Otlico shall be beld in confidence by 1hc Gcnctal Land Ol!lcc uolas 
o<hawisc authoriud by Lcsscc. All ocher contracts and =n1s pcrtaia.ln& r.o tbc ptOduction.lnASporta.tloa, sale ud m.aria:tin& oftbc oil and cas prodoccd oo said 
premises, iucludinc the boola lftd accounts, roccipts lftd disdwces or all W'CIIs. tan1a, pools, mclm, aod pipelines shall at all times be subject r.o lnspcctloo and 
cumlnalion by tbc Commissioner of !he General Und Office, the Altomcy Cicncral.lhe GovcrDOr, o t the rcprcscuwive ofarry oftbcm. . 

(B) PERMITS, DRD..lJNG RECORDS. Written nodc:c of all operations oa dW lease shall be submitled to 1hc Commissioner or !he Gaxnl 
Ul!d Olllcc by l.c:ss«: oropcn10< five (S) days before spud dale, worlconr. ~ay. tcmponry abandorvncat or plur and abandonment o Cany well or wells. Such 
wriae~~ ootice to lbc: Gtacral Land Office shall iucludc copies of~ Commission forms for J9Pllatlon r.o drill Copies ofwdl tcst1, complctioo repons and 
pluuln& r<poru shall be supplied r.o !he GcncnJ Lllld Olllcc w the time they""' tiled with tbc Tc:as P..Wroa!l Commlssioa. All applications, pcrcaits, rcporU or 
other tilincs that reference this lease ot any spcc:ifie well on the leased p~ aod that arc submilll:d to tbc Tc::us IWiro..S Commission or lilY Olber covcmmc:ntal 
qency shall include the word "State" iu the title. Additiocsal ly, iu ~ce with IW1road Commission rules. any slcnqe on 1bc leased premises Cot the purpose of 
idcnti fyinJ wells. tank baacries or otbct associall:d improvcncnu to tbc Lllld IIWSl also include tbc word ' Stm. • Lc:ssec shall supply the Gc=al Land otlicc with 
arty rocords, memoranda. ac.cowru, reportS, cuainp lftd cores, or othct lnfonnation relative r.o the opcntloo oftbc abovc-<lcscribed prcm1scs, which may be 
requested by the Gcnczal Lllld Ofl'icc. In addition to those bercin <XFCSSIY provided (or. Lascc shall have an clcdlic:al andlot radioactivity survey made oo lhc 
bore-hole Jection, from the base oftbc sutfacc cuiu& to the total dcp!h oCW'CU. o( all wdlJ drilled oo the above described premises and shall transmit a INC copy of 
the loc of each swvcy on cacllwcll r.o the General Lllld Office withln flft=n (IS) days alta the mUinc of said survey. 

(q PENAL TIES. U:sscc shalllacur a penal ty wbcacvcr r<ports, documcau or other matcriw arc not fi led la the Gcacnl Land Otncc wbca 
due. The penalry for lau: fil iD& shall be set by !he~ Lllld Office admlnu tntive rule wbich is effective on the date when lbc materials were due In !he Gcncnl 
Ul!d Office . 

II. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. 1L durin& the primary tenn hcrc:of and prior to discovery and production 
of oil or cu on said land. Lcsscc sbould drill a dry hole or holes thcrcoa, or it durin& the primary tern> hereof and a1lu tbc discovery and aaual production o( oil or 
cu from the lc.lSed premises such pn>duction lhcr<Or should cc.ase from any cause. this lease shall not terminate if on or before the expiration of sixty (60) days fn>m 
date of completion of said dry hole or ccssat.ion of production U..S.e commences additional drillin& or rcworlr:in& operations !hereon. or pays or tcndcn the ocxt 
onn ual delay rental iu tbc same manner as provided in this lease. u; c!wio& the lost )'C2t of the primary lam or wi!hin sixty (60) days prior thcrda, a dry hole be 
completed and abondoncd, or the production o f oil or p.s sbould c:e= Cor any cause. IA:sscc's ripu shall ran1in in full force: :and clfea without l'wtha opcratioos 
until the cxpiruion of the primary tum; ond ifl.ascc bas not resumed production in payinr quantities at the cxpiruion of the primary tcnn, Lcsscc may mainuin this 
I= by conductio& additional drill in& or rcworlcin& opcntions punuaat r.o Pancnpb 13, us inr tbc expiration o( the primaty tum as the date or =wion of 
production under Pancnph 13. Should the lint well oc any subsequent well drilled on !he above described land be completed as a shut-in oil or JU well within !he 
primary term he reo( l.eJ.s<e may resume payment o f !he annual rca w in the same manner as provided hen: in on or befor< lhc ron tal payinc date followlnc the 
cxpintion of sixty (60) days from the date of completion of such shut·in oil or cas well and upon !he failure r.o malr:c such payment, this lase shall Ipso facto 
terminate. If at tbc expir:ulon or !he primary term or any lime thercal\u a shut·in oil or cas woll u located on !he leased prc:miscs, payments may be made in 
accordance with lbc shut-in provulons hereo( 

12. DIUUJNGAND REWORJ<ING AT EXPIRATION OF PIUMARYTERM. 1L at the expiruion of !he primary term, ne ither oil n« p.s is bein& 
produced on said land, but U=e ls then engarcd In drill In& or rcworicin& opctalions tbcrcon, this lease shall ran1in In force so lone as o perations on said well or for 
drill in' or n:'Notkin& ofony additio~ well arc prosecuted in (ODd li.ilh ond in-worlr:manlikc mannct without in~cm~ptions toullns more !han sixty (60) days durinc 
any one such operation, and if they result In the production of oil :and/or,..., so loa& thcrc:atlu as oil and/or ps lJ produced in payioc quantities from said land, or 
payment of shut·ia oil ot cas well royalties or compensatory royalties Is made as provided In this lease. 

13. CESSATIO N. DRll.UNG, AND REWORl<.ING. u; alttr the expintlon oCU.o primary 1<nn, production or oil or p.s from !he leased pn:mJscs. :at\u 
on ce obtained, should cease from any cause, this lease shal l not tcnn1nate it 1.cSSCG commences additional drillin& or rcworicinc operations within sixty (60) days 
after such cessation, and this lease shall remain In full force: and effect Cor so lon& u such operuioos continue in aood Cai!h and io wori:manlikc mannct without 
interruptions toW in& more thon sixty (60) days. lf suc:b drillinc or rcworlcin& opcntio ns resul t In tbc production of oil or p.s. the lease shall remain la fu ll Coree and 
effect fo r so lana as oil or co.s is produced from tbc leased premises In pay in& quantities or paymc:nt of shut-In oil or p.s well royalties or payment o( compensatory 
royalties is made as provided herein or as provided by law. If !he drill inc or rcworlcinr opcnlions result In the completion ora w.ll as a dry hole, the lease will not 
tennin>lc if the Lessee commences additional drilling or rcworicinr opcralions within sixty (60) days :at\u the completion o f the woll as a dry hole. and this lease 
sh all rcm.>in in effect so lonr as lessee continues drill ing or n:woricin& opcntions in &ood faith and in a worlr:manlikc =r without lnlcmlptions tot.tlin& 1110tt 

than sixty (60) days. lessee shall cive written notice to the Gene~ Lllld Office within tbitty (30) days of any cessation of production. 

14. SHUT·IN ROYALTIES. For purposes of this p~ph, "Well ' me= any well thai bas bcco assipted a well number by the slate qcncy bovine 
jiUisdiction over the production of oil and cu. If. a1 any time a&r the expiration of the primary t<rm of a lc:uc that, until bein& shut in, was bein& maintained In 
foru ond effect, a well espablc of producing oil or cas In payin& quantities lJ loatcd oa the leased pr<.mucs. but oil or c as is not being produced Cor lack of suitoblc 
production facilities or laclr: of a suitable market, then Lessee may pay as a shut-in oil or cas n>yalty an antount equal to double the annual rental pn>vldcd in the 
lease, but not len than S l.200 a year for each well upablc o f producing oil or cu in payin& quantities. lf P=voPh 3 of this lease docs not spedl'y a delay rcnul 
amoun~ then for the purposes of this par.1gnph. the delay rental amount shall be one dollar ($1.00) pet acre. To be effective. eoch Initial shut-in oil or gas n>yal ry 
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must be paid on or befo re: ( I) the e:xpintlon of the primary tenn, (2) 60 clays afta the Lessee ceases to produce oil or &as &om the lased premlses, or (J) 60 days 
a.&r La.sco completes a drill in& or~~ opention lo accorcloncc with the lca.so provisions; whichever dale Is latest. Suc.h payment shall be made onc-hal((l/2) 
to the CommiJsloner of the Gencnll.and Offic.e and one-half(l/2) 10 !he ownu of the soli. If the shut-In oil or &as royalty Is pald, the I cue shall be considered to be 
a produclna lease and the payment shall c:x!tnd the tenD of the lease for a period o(onc year Crom the end of the prinwy tam. or &om the fim day of the month 
followin& tho monlh in whlc.h produclloa c:casc-d, and, afta that. if no sui cable production Cacilltia or suilable marlcct for lhe oil or &as oxisu, Leua: 11\3)' extend !he 
lease for four more suc:.ccsslve periods of one (I) year by pa}'in& !he same amount acll year oo or before !he e:xpiratioa of uc.h shut-in year. 

15. COMPENSATORY ROYALTIES. 11; clurin& !he pcrlod !he leas<: Is l<cplln effect by p.ymmt of the sbut-lo oil or &as royalty, oil or &as Is sold ond 
dcllvucd In payina quantities 11-om a weD located wilhiD one thousand (1,000) lict of !be leased premises llld completed lo !he ume produeina racrvolt, or In my 
cue in which dralnqe Is occurrinc. tbo ri&)>t to coatiniiC to maintain !he lease by pay!n1 the Jhut-lo oil or ps royalty shall c:casc, but tbc lease shall remain ell'cctive 
for the roma.indcr of !.be yur for wbleh the royalty bas bceo pt.ld. The Leue<: ruy mai.auio !be lease for four more successive years by Lc.s= payin& ccmpc!UOU)ry 
royalty a1 the royalty ra1e provided ill lbc lease of !he marlcet value of production 11-om tbc ....:U ausloa the dn.loa&e or whlcb Is completed in the same producin1 
reservoir and withln one lhousand (1,000) feet of !he leased premises. The compensa!Ory royalty Is 10 be pt.ld monthly, onc-half ( l/2) 10 the Commlsslon<r oflhc 
Gencnll.and Ot!icc and onc-half(l/2) to tile ownu of !he soil, bctiMJn& oo 0< before !he last clay of tile month followin& the month In which the oil 01 &IS Is 
produced Crom the""'" c:awln1 tile dra.ina&e or !balls completed in the umc produclnJ rcsuvoit and locucd within oac thousand (1,000) foct of the leased prcmisc:s. 
If the compenwory royalty pt.ld in llf'J 12·1D0nlh period Is in an amount less than tile onnual sbut-ln oil 0< aas royalty, Lasce shall pay an amol.ll'lt equal to the 
ditfucncc within thitry (JO) clays Crom the CDd of the 12-montll period. Compeosat.ory royalty payments whic.h 11'01101 timely paid willacave pe:Wty and interest 1n 
ac<erdance with Parap"Oph 9 of this lease. None of these provisions wm relieve Leue<: of the obliplioo of reasonable development nor the obliption 10 c!till ol'fset 
wells as provided m Texas Natural Rcsoun:es Code 52.173; however, a! !he dctamitwJon of the Commissioner, and with the Commis.sionc:'• written approv.J, !be 
payment of <empenu10ry royalties em satilfy the oblipllon 10 drill offset wells. 

16. RET AlNED ACREAGE. Notwilhstandin& any provision of this leuc 10 the <entr2ry, afta a well produeinc or apable of producin& oil or &&S tw 
be co completed oo the leased premises, Lo::s.sec 11-..all exm:~ the diliscr.c: of a I"C2SSOISl:ly prud:nt openlCr io drill:n& suo.~ addirionol ""'II or .,..lis as may be 
reasonably ncccsury Cor the proper dcnlopment of the leased prcmiJcs a11d in marltctln& the production thereon. 

(A) VERTICAL In !he event tills lease is In force and ell'<4 two (2) years a.&r the ex;iration date of the primary or cxteodcd tcmJ it shall then termitwr 
IS 10 >II of the leucd premises, EXCEPT (I) 40 acres surroundin& ac.h oU ""'II upable ofproducin1 in poyln& quantities and 320 acn:s SUITOWidin& each &as well 

0 ° 0 : • F P•ble ofproduclna in payin& quantities (inc:ludin& a shut-in oil or ras -...:11 as pro~lded fn Parap"Oph 1-4 berc:ol), 0< a well upon wtlich Leucc Is then engaged in 
o • 410ntinuous drilllna or rework in& opentionJ, or (2) the number of acru inc:ludcd in a producinc pooled unit pursuant 10 Texas Natural Rcsoun:cs Code S2.1 S 1-
0 0 0 0 52.153, or (J) such ~or lc.sscr number of :acres IS nay thea be .Jioc.>tcd for production purposes to a prororlon unit for ac.h such producina well under the rules 

o o and reaulatioos of the Railroad Commission ofT cus, or 11rJ successor accncy, or other J0VC1Dmcn1al :wlhority ~in&Jurisdiction. I r"' ony time a.&r the ctfcctive 
0 0 !.ate of the partial tcnniootion provisions bacc~ the applicable field rules an: c.han&cd or the weU or wells locakd tb<rcon arc reclassllied so llw len acn:&&• is 

• the =!Ia alloc.oted 10 said Well or wells for production Pllll'05CS. this lease shall thereupon tcnninak as to all acreage not thae:alter al loca!td 10 .aid well or wells for 
• i roduction purposc.s.. Notwillutandinc the termination of th is lease as 10 a portion of the lands covered hereby, wsee shall ncvcnhclc.ss continue 10 have !he rigln of 0

: •ngress 10 and caress Crom the lands still subjca 10 this lu.se for all pwposes described In Paragnph I bercor; 10gclher with casemenu and ri&h!S-<lf-way for cxistin& 
• 0 0 0 roads. exlstinc pipelines and other existing facilities on. over and across all !he lanc!J desc:n'bcd in Puaa:nph I hereof ("lhe relaincd lands"), for acc:ess to :and &om the 

wuincd lands and for the gathering or tnruporutlon of oil, &as .,d other minerals p<Odued &om the recaincd lands. 
•••• •• • • (a) WOJUZO~I'J:~ lo 4lu., oolll'io luoo lolA,..,,. , 11 ~ oliO.,~ '0 p) ,..~oa doLO of~aty or _.,.dod lonA it o~all fwoloor 

• 'caninzt· M 'a'" 4 ep'lat \ts lam 100 Eoee baJ1 Uu " '-' ~.,~ .Wla~ {laaNiRaA. ·~upw ~.,ll:tt1MI •Mit • allloem,j on aea;q; tcEaiucd in Panpaph !6 (It) 
•• ~g .. ,, · Rltu '" er~erore r o f2) )e.n aftalftc p;bn., tH n~~a:4••""" b es.su ,., ... •••• • .. MI seaM h61/(I.Q) er"'' hen'*' o,;&ittall> pai~., 

0 : com id•ntioA 19rlloia loou (M 1f llilio4 u pace I ~oNal), IF"'ah ""'""'II pal .. lllillaMo oMII ~~ ill r.- ond olroa aolo ••oh deeper depth>; a1d •aid 
• • tcnnin?'ion rh•" be delayed (Qr M etidiWaftal p uia~ a(Ct"l P,) )' l UI ud 111 lo•1 rJieN.n..t • oW or1u il pNdwud i• pi) iftc ~\MiiUiliM &em :1weft 4eepC"P deptM 

u ... ~ ~> tfti::llcasc.. 

(q IDENTIF!CA nON AND Fll..lNG. The surface IICIQ&c relaincd hereunder as 10 =II W«ll •hall, as nearly as practical, be in the form of a sqiW'C with 
the well loca!cd in the ccntct thereof; or Jucb otbcr shape as 1112)' be approved by !he Conunis.sionc:r of the Gencnl Land Office. Within thirty (JO) clays a.&r partial 
terminllion of this lease as provided hcn:io, Lessee shall execute and record a release or releases coatainin& a ,.tlsfxtory le&al desc:riptioo of the •an&• aM/or 
dcpLlu not retained betcl.ll'lder. The recorded re lease.. or a certified copy of umc, shall be filed in the Gencnl Land Office, aaompanicd by the filinc Ce<: prescn'bed 
by the Gencr:el Land Office rules io effect on the c!.ttc the relcuc Is filed. If Leue<: fails 0< refuses 10 execute and record sucb release or releases within oincty (90) 
days alltt be inc requested to do so by the Gencr:el Land Oflic:e, then lh< Commissioner >1 hi! sole dlsaction may desiJIIII!t by wri= instrument the aancc and/or 
dcpLlu 10 be released hereunder and record J1Jc.h iostrurDcnt a1 Leue<:'s expense in the <eunty or a> unties where the lease Is loCollcd and in the official records of the 
G<ncr:el Land Office and suc.h deslsnation shall be binding upon 1..=«: for :Ill purposes. 

17. OFFSET WELLS. Neither the bonus. delay rent.al.s, nor royalties paid, or 10 be paid, undct this lcue shall relieve Leue<: of his obligation 10 protect 
the oil and cas under the above-<lescn'bcd land &om be inc dnincd. Lessee. sublessee.. rcc:eivu or other qcot In control of the leased premises shall drill as many 
wel ls as the facts moy Justify and shall use appropriau: means and drill 10 a depth oec:euary 10 prcveru undue drainaae of oU and cas Crom the l=cd prcmiJcs. In 
oddiuon. If oil and/or ps should be produced in commercial quantities within 1,000 feet of the leased premises. or in any ease where the lcued premises Is bein& 
drained by production of oil or &U. the Leuec, sublessee, rcecivu oc other qcnt in control o( the I cued pr<rnisc.s shall in &DOd faith begin the drill in& of a well or 
wells upon the leased premise> within 100 clays :alter the dninin& well or wells or the well Of wells <emplcted within 1,000 feet of the leased premises Jt.art producing 
in c:Dmmcrtial quo.n tities o.nd shall prosecute such drill ing with dili&cna:. Failure to satisfy !he statutory offset obligation may subject this lease and the owner of !he 
soil 's •&cncy ri&hu to forfeiture. Only upon the determinalion of the Commiuioncr ofthe Gencnl t....nd Offic.e :ond with his written approvt.l nay the payment of 
compensatory royalty under applicable surutory pan.metcn satisfy the obligllion 10 drill an otfset wdl or wells required under this pan.g:nph. 

18. FORCE MAJEURE. If, a.&r a good Calth :~ron. L=cc Is prevented &om eomplyin1 with any express or Implied covenant of this lease, Crom 
conducting drilling opcntions on the leased premiJcs. or &om producing oU or au &om the I cued prc:mlses by reuon of war, rebell ion. riou, strikes. acts of God. or 
any valid order, rule or regulation or government authority, then while so prevented, Leuce's oblication 10 comply wilh sucb <evcnant shall be suspended and Lessee 
shall not be liable for da.maacs for (allure 10 comply with such covcnanu; addition:slly, this lease shall be extended while Lc.sscc Is prevented, by :ony such e>ll.le, 
from conductin& drilling and reworking operations or &om producing oil or aa.s &om the lca.scd premises. However, nothing in !his paragr-aph shall suspend the . 
payment of delay rental.s in order 10 mainuin this lcue In cll'cct durin& the pritno.ry term In !he absence of such drillin& or reworkin& operations or productloo of od 
or gas. 
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19. WARRAN"rf CIJ.USE. The owner of !he soil wanants and aarccs 10 defend title 10 !he lcascd prcmlscs. If !he owner of !he soU defaults ln 
paymcnu owed on the leased premises, thCJI L<:sscc may redeem !he riJI>ts of !he owner of the soil in !he ~d pn:misd by pay in' any ~ace. ca:ces or other liens 
on thcleued premises. lfl<:sscc makes payments oo behalf of the owa<:r of the soil Ullder this p~ U:sJee may =ver the cost of thcu payments &om 111c 
n:nw and royal ties due the owner of the soil. 

20. (A) PROPORTIONATE R£OUcnON OJ. USE. If !he owner of the soil awns less Ibm die c:ruirc undividecllUr6u csta1c ln tbc above 
described land, whether or nol Lessee's interest Is spccilicd bcrcin. tbcD !he royal des and t<DW ben: in provided 10 be pald10 !be owner o f tbc soU s!WI be paid co hltn 
in the proportion which his inten:.st bc.an 10 tbc entire undivided surface estaiG and the royalties and t<DW bctcin pn>vided 10 be paidiO the Commissioner of the 
General Ulld Office of the Stale ofToxas shall be likewise proportionw:ly reduced. However, before Lcsscc adjwu the royalty ot rcotal duc10 the Cornrnlssioncr of 
the Gcneru Ulld Office, L=ec or his author!ud reprcscowive must submit 10 the Commissloocr of the GcncraJ Land Otllce a wriacu sw=ent wblth apllins !he 
discrepancy betw=~ the int.crcst purportedly leased under this lease &lid the acruallnttrest owned by tbc owoer of die soil. The Commls.sioncr of the General Land 
Office shall be paid the value of the whole procluetioo alloc:ablc 10 any wdivlded intereSt not covered by a lease. less the proponionw: CS:CVelopmcnland procluctioo 
con allocable 10 such undivided intcrut. However, In no event shall the Commissioner of the GcncnJ Land Office receive as a royalty on the'""' procluctloa 
allocable 10 the undivided in!UC>t not lc:aud an amountlalthan the value of onc-sixtunth (1116) ofsucb P'OSl-Procluctloo. 

(B) R£DUcnON OF PAYMENTS. It dutlnc U>c primary ttnn. a portion of the land oovcrcd by this lease is Included within !he boundatiCJ 
of a pooled unit !hot has bc<:n approved by the Schooll...and Board ancllhc owner of the soil in acconUocc with Nanual RdOWCd Code Sections S2.1~J.Sl. IS4, or 
If; 11 any time alia the expiration of tbe prinwy tttm or !he cxt<ndcd tctm, this lease oovcD a I= number of oau than !he to t.al amount dacnl>cd herein. 
paymcots thu arc rude on a per acre b.asis bcr<under s!WI be reduced accordinc ro the number of .au pooled, released, =dctcd. or othawisc JCYcrcd, so IIIII 
paymcnu dcttrmi!IGd oo a per acn: b.asis under the t.ctms of lhis lease durin' the primaty IUD> shall be ulcu!md bucd upoo the number of oau outside the 
bounclarics o(a pooled unit, or, if after the apintloo of the primary 1.am, the number ofaoau aaually rctaiocd and oovctcd by this le&SC.. 

21 . USE OF WA TElL Lc:ssu siWJ hnclhc ri&ht10 .,.. wattt produced on said Land DeCCSSOI)' rot opcRtlocu ander Ibis lease a= pi water flnm ... us or 
tanla of the owner of the soil.; provid<11, bowcver, L=cc shall ool u.. pot:lble W&IU or wa1er r Jit.ahle (.)< Uvcstoclc or ltrico<Joc pwposcs for wl1afl.x>d opcnlions 
wilhout the prior eonscnt of the owner of the soU. 

22. AUTHORIZED DAMAGES. Lessee s!WI pay !he ownC1' of the soU Cor clam.aca cwscd by its opc:ntiotu 10 all pcrsoa.al property, improvc:mcnts, 
livestock and crops oo said land. 

23. PIPEl.INE DEPnt Wbcn n:qucncd by tbe ownC1' of the soil, Less~ shall bury iu pipelines below plow depth. 

24. WEU. L0CA TION UMIT. No well shall be drilled IICIR1' than two hundred (200) feet 10 Ill)' hou.c or b&tll oow on said prezniscs wilhout the 
wrinen consent of the ownc. of the soil. 

2~ . POLLtrnON. In developing !his an: a, Lessee siWI use lhc bl&hcst deuce of care and all proper safccun!s to prevent pollution. Without lhnltinc the 
(orecoinc, poilu lion of co..W wetlands, n.a.tutal watcrw2ys. rivm and impounded wa1ct siWI be prcveDIU by die u.. of cont.ainmcnt Cacilides sufficient to prevent 
spillace. seepage or cround wat~r coatamination. Ia lhc event of pollution. Lessee s!WI usc all mn.JU at its dlspos.al to n:c:apru.rc all cscapccl bydrocarboru or adler 
pollutant and shall be n:sporuiblc for all d~JN~e 10 public and privw: propcstla. Lessee shall build mel maintain fc:nccs arwnd its siUlh:, nsrop, and dnlnacc pits 
and tank batteries so as to prou ct livcstoclc acainn lou, dam ace or Injury; and upon compledon or abandoM\CJlt of any well or wells. l..c:slcc shall till and level all 
slwh pits and cellars and complettly <IC30 up !he drill in I site o ( all Nbbish lhcrcon. L..csscc shall. while coaductlnc opcr:uloru oa the leased prembcs, keep said 
premises lrce of all N bbish. cans, bonles, paper cups or prllacc, and upon completion of opcntionl shall rcsiDrc tbc surface of the land to as fiC2t its oricinal 
eondltlon and contours zs Is pnu:t.iablc. Tanlcs and cquipmeot will be kept painttcl and pr=nt.ahlc. 

26. REMOVAL OF EQUIP~. Subject to limil.>.lloru in !his panuapb. Lessee shall have the right to remove machinery and faxtutcs placed by 
Lessee on the leased prcmi=. including the ri&ht to draw and remove c:uinc, within one hundred twenty (120) days after the apir.uioo o r !he termination of this 
lease unl= the owner of the soil enniS t=ee 1111 attnsion oftbis 12<klay period. However, L=ee may oot remove casing flnm arry well apable o(procluclnc oil 
1111d cos in pay in& quantities. Additionally, Lcs.sce may not draw and remove cas inc until atlcr thirty (30) days wria.cn ootla: 10 !he Commissioner o( the General 
Lud Office and 10 the owner of !he soil The owner of the soil shall become the owner of any =tbwry, fi.:mlrc.s, orcasina which arc not timely rcmovcd by l.=<c 
under the l<rrns o(this pan.gnpb. 

27. (A) ASSIGNMENTS. Under the conditioru contained in this pancnph and Pangnph 29 of this lcuc,lhe ri&hts and esw.<> of cithcr patty to this 
lease may be a!ligncd, in whole or in past, and !he provisions of this lease s!WI atcad lD and be bind inc upoo their hcin, clcviscc:s,lcgal rcpr=nwivc:s, successors 
and a!llgns. However, a clwlgc or division in ownership of the land, rc.~W.. or royaltics will not enlarce the oblilaOODl ofLcucc. diminish !he ri&hts. privileacs 
and csw.es of Lessee. impair the et'fectlvencss of 1111y payment m•d• by Lessee or ltnpait the etrectivcn= or any act performed by Lessee. And no chan&• or 
division In ownership of the land. rcnlal>. or royaltiCl shall bind l.cssee for any purpose until thiny (30) clays all<r the owner of the soil (or his hcin, devisees, lczal 
reprc1cnutivcs or usigns) fumisl!Cl the Lessee with satisfaaory writttn evidence of !he chance in owncnhip, lncludin& the ori&inoJ reconlcd munimcnu ofti~e (or a 
cenified oopy of such original) whm the owncnhip cban&ed bcawc ofa conveyance. A tow or partial wicnment of this lease shall, to the c:xttnt of !he intereSt 
as.sicned, relieve and discharge Lessee o ( all subsequent obli&o.tlons undCT thi.s lease. If this lease is assigned Ia iu cntlrcry l1S 10 only part of the i1CfC3CC. the richt and 
option 10 pay renws shall be apportioned .. between the several ownm ratably, ~~:cord inc 10 tbc area of cacb. and failure by one or more of them to pay llis share of 
the rcnt.al shall not affeu !his lease on !he part of the land upon which pro tala renWs are timely paid or ttndctcd; however, if thc w ignor or assic:ncc docs not file a 
certified copy of such .. si&nmcnt in the General Land Office before the nc:xt n:nw payin& d&Lc, the entire lease shall tmninatt for failure 10 poy the entire rental due 
under Pangraph 3. Every assignee s!WI succeed to all ri&hts and be subject lD all obligations, liabilities, and penalties owed 10 !he Scm: b y the ori&inaiiCJlee or any 
prior wlzncc of the lease, lncludin& any liabili~cs to the State for unpaid royalties. 

(B) ASSIGNMENT UMITATION. Norwithmndin& any provision Ia P~h 27(a), if the owner of the soil acquircl this lase Ia whole or in part by 
assic:nmcnl wilhout tile prior wrincn approval of the Commissioner of the General Ulld Office. tbis lease is void as of !he time of w ic:nment1111dlhc accncy power 
of !he owner may be forfeited by the Commissioner. Ao w lgnme.nt will be tn:attd as lfit wen: made to the owner of the soil if !he &Sl i&nee ls: 

(I) a nominee of the owner of !he soil; 
(2) a corporation or subsidiary Ia wtlith !he owner of the so ills • principal nocl<holdct or is an employee of >uch a corporation or subsidiary; 
(3) a plltnersbip In which the owner of the soli Is a plltner or is an employee of such a partnership; 
(4) a principal stodcholdcr or employee of the corporation which is the owner of thc soil; 
(~) a partner or employee In • pattnenhip which is !he owner of !he soil; 
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(6) a lidu(iaty f« lhe owner oflhc soil; lndudin& but notlimit<d 10 a pardlo.o,lrliSI<C, excaJIDr, admioistntor, receiver, or (Onscrvato< Cor the 
owner of the soil; or 
(7) a family member of the owner of the soU or n:lll.cd 10 the owner oftbe soil by maniqe, blood. or adopdOI\. 

2&. R.EU!A.SES. Under lhc condidoiU (Ont.ained In thiJ paracraph and PJnV&Ph29, Lc:s.scc D>rf 11 any time execute and deliver 10 the owner or the soli 
and place ofn:ccrd a release or rclcasc:s covcrin& any portion or portions oftbe leased pmnisc:s, .,d lhcrcby JWTCndcr this Jeuc u to such portion or ponloos, and be 
n:llcved of all subscquCAt obllcadons as 10 aacqc SUZTCDdcrcd. I! any part of this lase IJ properly rurtald<rt:cl, the cltlay n:nu.J due under this lase shall be reduced 
by the proportion th11 the surrendered &a'Ca&C bears 10 the aacqc whleb was c:ovcn:d by this lease lmmallatcly prior ID such JWTCDdcr; bo-..er, sueb n:Jcue will 
DOt rdlcve l..cssec of any liabilities which m.ay have ac:c:n~Cd under thls I cue prior 10 tbc SlllT'CDdc:t of such acrca,e.. 

29. Fll.INO OF ASSIGNMENTS AND RELEASES. I! all or any part of this lc:asc IJ assipcd or n:Jeued, such usicnmcnt or relcuc l'DilSt be recorded in 
the: county where: the l&nclls situ-d, mel llic rcc:onled instrumcnl, or a (Opy oftbe rccon!cd iDslnlmcll cznUicd by tbe County Ocrlc of the c:ounty ill whieb the 
insuumcnlls n:=rdcd, must be tiled in the General Land Office within 90 days of the lUI exccutloa cl.ue accompanied by the prescribed tiline fee. lfany suc:h 
assicnzneotls not so tiled, Lbc rights ocqulrcd under thiJ lease shall be subjcctiO forfeiture 11 the opdon of die Commissioner of the General Land Offic:e.. 

30. DISCLOSURE ClAUSE. All provisions peruinine 10 the Jusc of the above-<!c:scribcd Jmd lave bcCA Included In thls lrutrumcn~ lndudlnc the 
Jtll<ment of the true (OnsJderatlon 10 be pale! for the cxc<:utlon of tills Jeuclllld the ri&/lts and etudes oflhc parties. Al:Jy (OIIatcnl ll"'cmcnu concerning the 
development of oil mel &U from the Jcas<:d pn:rrilics which""' not contained in thiJ Jeuc render this leas<: Invalid. 

31 . FIDUCIARY OlfTY. The owner of the soil owes the State a tiduci.y duty aod must IWiy diJclosc any facts atfcctin& the Slate's interest in the Jcuccl 
pn:miJcs. Wilen thelntcrt:Ju of the ownc:r of the soil conlllc:t with lhosc of the S~ the ownc:r of liM: soil is obUrottd 10 put the Stile's lniCrt:JIJ before his personal 
interests. 

32. FORFEJT1.1RE. lfLc::s.scc shall foil or refwe 10 make the payment of any sum witiUn lhirty days alia it becomes due, or iC!...ascc or an authoriud 
qent should Jcnowin&IY make any (31Je retwn or C31se report conecrninr pnoductioa or drill in" or iC t.c.... shall foil or reMe 10 drill any oi'Csct weD or wells in &ood 
faith as n:quired by Jaw and the rules and reculllions adopted by the Commissioner of the Gcncnl Land Olfiec, or if l.c:sscc should (ajJ 10 tile reporu in the manner 
required by Jaw or foil to comply with rules and rcculations promulc11cd by the GcncnJ Land Oftjec, thc School Land Board, or the R.ailmad Commission, or if 
~ .. should refuse the prop<T authority access 10 the records pertainin& 10 opcndons. or lfLc:s.scc or an aulhorUrd qent should l::nowincly f~ or refUse 10 Jive 

• • • ~met lnform11ion 10 the proper authority, or l::nowin"y fail or n:Cwcto tlamish the General Land O(lice a correct Joe of any Wl:Jl. or if Lessee shoJI l::nowin&IY 
• • • • vt llle any oCtile mau:rial provisions ofthls Jeuc, or If this JeueiJ wl&ncd and the usicnmcntls ooc tiled In the General Land Office as required by Jaw, the ri&,hu 

acquired under this I cue shall be subject to forfeilllrc by tbc Commissioner, and he shall forfclt same wbcn sufficiently Informed of the facts whieb aulhoriu a 
• • •: t:lfciturc, and whe11 forfeited lhc area shall qaJn be subject to lease under the tams of the Relinqoilhma>t Act. How.:vcr, nothinc herein shall be (Onstr\lcd as 

• • ~vine the automatic termination of thls leas<: by opcnlion of law or by reuon of any spcdallimiwioo wine bcrcundcr. Forfeitures m.ay be set uldc and tliiJ 
• lc""c and all ri&ha lhcreWider reins wed before the ri&hts of another lntctvenc upoo saliJfac10ry evidence ID the Commissioner of the General Land Office of lllture 

compliance with lhe proviJions of the Jaw and of this lase and the rules and rcruJilions th11 may be adopted n:Jativellcrcto . 
•• •• • • •! 33. UEN. In accordance with Texas Na.rural Reso=es Code Sl.l36,1hc Slll.c shall bave 1 f.m lien upon all oil and cu produced from the arcacoven:d 

by Ibis JeasciO secure payment of all unpaid royalty and other sums of money thllm.ay become due under thiJ lease. By wxpuncc of this lease, l.c:sscc ~a the 
• • • • ~cite. in addition 10 the lien provided by Tens Narunl Resources Code 52.136 and any olher applicable SWUIOry li~ an cxprc.. (Ontnc:tual lien on and security 

• lnltrcst In all leased minerals In and c:xtncted from lhe Jeucd pn:miJcs, all proceeds whieb may acaue 10 Lessee from lhe sale of sueb Jeucd mincnls, whether sueb 
• pmcccds archei c) by~ .. or by a thin! party, and all flXIUI'CJ on and impmvcrncnts ID the leased pn:ml.scs used in connection with the pnoducdon or process in& of 
• • su~h I cued minerals in order 10 scc:uro the payment of all my.lltics or other amounts due or 10 be(Omc due under this !cue and 10 =payment of :my damaces or 

• foss that Lessor may suffer by reuon of Lessee's breach of any covenant or (Onditioo of this lase, whether express or implied. This Ji<n and security intorcst IIUY be 
• • • • fort:dosed wilh or without c:oun procecdlnp in the manner pmvicltd in thelltle I, Olapter 9 of the Tens Business and Commerce Code. Lcssccqrces that the 

Commissioner may require Lessee to execute and record such lrutrumenu u may be reasonably oec:cssary 10 aclcnowlcdge,l1!3clt or pcrfcc:t this lien. Lessee bereby 
reprucnu thlllhcre ~ DO prior or superior Jic:tiS arisinc from and relatin& 10 Lcsscc'J ldivlties upoo the above-<!csaibed property or from Lascc's acquisition of 
Ibis Jcue.. Should the Commissioner at lily time dct.crmine that this rcprcscnt11ioo is not INe, tbc:o tbc Convnissioncr D>rf dcdarc this Jeuc forfeited u provided 
hen: ill. 

34. POOUNG. ~cc Is hereby crantcd lhe richt 10 pool or unitize the royalty ioten:st of the OWDU of the soil unde.r Ibis Jcue with any othc:r Jcucllold 
or mineral intcrc:st for lhc exploration, development and production of oil or cas or eithc:r of them upon the same tams as shall be approved by the School t..nd 
Board 1111d the Commiuioner of the Gcncnl Land Office for the pooling or unitizin& of the lnt.crcsl of thc State under Ibis lase pW'SU2ntiO Texas Natw'al Resources 
Code 52.151-52. 153. The owncroflhe soil II"'~ th~t the indwion of this provision In this lease satlslies lhc execution rcqulmncnu stated In Texas Nan.u:U 
Resources Code Sl. I 52. 

35. INDEMNITY. Lessee hereby releases and discll:lllts the Swc ofTcxu >Ed the ownc:t of the soD, their of!iccn, employea. panncrs, qcnts. 
con111ctors, subcontractors, ruats, invitees, and their rcspe(tivc sU(tc.SSO<J and ass icns, of and from all and any actionJ >nd causes of action of every nature, or other 
harm, Jn(Judine environmental hann, Cor whieb recovery of damacu Is sou &/I~ indudin" but ootllmlted 10, all losses and CXpctUc:J which arc uuscd by the 
acti vitiu of Lessee, iu officers. employees, and qcou wine out of; locidcnlllto, or n:sultlnl from. the opcndons of or for L.c:sscc on the I cued pn:mises 
hcn:under, or thl1 may arise out of or be occasioned by Lessee' s breoch of any of the tenns or pmviJions of this Apttment, or by any other ne"i&cat or mc:tly Jbble 
•ct or omission of Lessee. Further, Les.sec hereby agrees 10 be Jl:lble for, exone~ lndcmni~. dcfcacl and bold lwmlcss the Stile ofTexu and the ownc:r of the soil, 
lheir officers, employees and qents, their successors or assicns, qalnst any and all dainu. liabilities. losses. cbmaccs. actions, pcrsonallnjwy f~ncludin& dcub), 
eosu and expenses. or olher hiiiTn for whi(b recovery of damqes is sou &)It, under any theory illcludine tott, contraCt, or met liability, lncludin& 1110mcys' fees :and 
other legal expenses, lncludinc those n:Jatcd to environmenu.J haz:udJ, on the leased premises or lo any wry related ID Lessee's foilurc to (Omply with any :ond all 
environmcnu.J Jaws; those orisin& from or in any way related 10 wscc's operations or any other of Lessee's a<:dvitiu on the leased pn:mises; those wine from 
Les3Ce's usc oflhe swfacc oflhc leased pn:mises; :and those that may arise out of or be occasioned by Lc:s.scc's bn:och of any of the terms or provisions of this 
Acrccment or any other act or omhlion of Lessee, its direCtors, officers, employees, parmcn, qcnts, cootnc:tors. su~ntractors, cuuu, Invitees, and their respective 
successors :and auicns. Each usicncc of this Agreement, or :on intcrctt therein. acrcu 10 be liable for, cxoncDtt, indemnifY, defend and hold harmless lhc State of 
Tcxu and the owner oflhe soil, their of!iccn, employees, and agenu in the same ITWID<r provided above in coMection with the •(livitics of Lessee, Its ot!icen. 
employees, :and agcnu as described above. EXCEPT AS OTIIERWISE EXPRESSLY LIMITED HER.EIN, ALL OF Tin: ll'1lE~INITY OBLIGATIONS 
Al'IDIOR LIABILITIES ASSUMED UNDER TIJE TERMS OF THIS AGREEMENT SHALL BE WmtOlJT LIMITS AND WITHOlJT R.EGARD TO 
TliE CAUSE OR CAUSES TIJER.EOF (L'tCLUDING PR.E-EXJSTING COJ"(DmONS), STRICT LIABILITY, OR THE NEGLIGENCE OF /u'N PARTY 
OR PARTIES (INCLUDING TIJE NEGLIGENCE OF THE INDEI'I'NIFU:D PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOI!'rr, 
CONCURREIVT, ACTIVE, OR PASSIVE. 
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J6. ENVIRONMENrAL HAZARDS. La.scc shall usc lbe hi &hat decn:e o( can: and all r=.s<>r>able saCepatc!J to prevent conwninatloa or poUudon o( · 

a~~y envin>nmcmul mediwn. ineludln& soil. surface wuors. 110un~ • ..,clime <US. and =f~c:e or subsurlic<: smu.. -bicnt >lr or any other arvironmcnuJ mcdiwn · 
ln. on. or under, the lased prcmUcs, by any wutc, polluunt.. or contaminanL l.d.scc shall aot brine or permit to remain oa lbc leaJ<:d prcmlscs any asbestos 
conu.ininJ maurials, explosives, toxic maurials, 0< substanec:s reJUI:ued u h.azardous wuu:s. b.J:nrdous autcrials, hazardous subsunec:s (>:s lbc lam "Hn:.udous 
Subsw.cc"ls dell ned in lbc Comprehensive Environmental ~poruc, Co<npcnsation and Lability Act (CERCLA), '2 U.S. C. Sections 9601, et seq.), or toxic 
substanCCJ under any Cedc:nl, JI:IU, or loc::allow or reculatloa ("lUurdous Mll<rials"), except ordilwy product> commonly used Ia connectl.on with oil and IU 
aploration ond c!cvelopm.:at operations one! ttorcd Ia the usual manner and quandtlcs. LESSEE'S VIOLATION OF THE FOREGOING PRORIBmON 
SHALL CONs-rrnrr£ A MA n:RIAL BREACH AND DEFAULT Hl:REUNDER AA'D LESSEE SHALL INDEMNIFY, HOLD HAlt\IU.SS AND 
D EFEl'ID THE STAn: OF TEXAS Ai'ID THE OWNE.R OF THE SOlL FROM AND AGAINST ANY Cl..AJ."\15, DA.\UGES, JUDGMDITS, PENAL Tn:s, 
LIABILrni.S, AND COSTS (INCLUDING tU:A.SONA.BU: ATTOR.'Il:YS' FEES AND COURT C05rS) CAUSED BY OR ARJSING OUT OF (1) A 
YIOU. TION OF nit FOREGOING PROHIBmON OR (D) THE PR.ESENO:. RELEASE. OR DISPOSAL OF A.'fY HAZARDOUS MATERLU.s ON, 
UNDER. OR ABOUT THE LEASED PRE.'fl.SES DUR.ING LESSEE'S OCCUPA.'<CY OR CONTII.OL OF THE LEASED PRE:\USES. U.SSU SHALL 
CLEA.~ liP, REMOVE. RE.'\1EDY A.''D REPAlR A.vY SOIL OR GROUND WATER CONTA.\IlNATION A.'<D DA.'\1AG£ CAUSED BYTR:£ 
PRESE.~C£ OR RELEASE OF ANY HAZARDOUS :>fA T£RLU.S IN, ON, UNDER. OR ABOUT nn: LEASED PRE.\ USES DUR.ING U.SSEE'S 
OCCUP A.'<CY OF THE LEASED PROC.SES IN CONFOR.'\1ANO: WITH TII£ REQL'lRL"t1ENTS OF Al'PUCABU: U W. THIS 
INDE.'oiNIFlCA TION A.'<D ASSUMPTION SHALL Al'PLY, BUT IS NOT LIMin:D TO, UABILI1Y FOR RESPONSE ACTIONS Ul'o'DERTAKE'( 
P URSUANT TO CERCLA OR ANY OTa:EJt E.'IYIRONMLVr AL U W OR REGULATION. LESSEE SHALL IM)I::EDI.An:L Y GIVE Tl!E STAn: OF 
n:;us AND THL OWNER OF THE son. WRil"I1::N NOTICE OF ,v;y BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON 
LLAR.~ING OF THE PR..ES£.'<0: OF AA'Y HAZARDOUS M.An:R.lAL.S, OR lJPON REC£1VING A NOTICE FROM A.vY GOVIJU•;ME';TAL 
AGE.'<CY PERTAINING TO HAZARDOUS :>fA n:RLU.S WlDCH :>fAY AFFECT THE LEASED PRE:O.CISES. THE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL SL"RYIVE THE 'EXPIJU TION OR E:ARl..lLR TE.R.\IlNA TION. FOR ANY REASON. OF THIS AGREL'\1L.'IT. 

37. APPUCABL.E L"W. ThU lease Is issued under the provisions o(Tcus Narun.l Resources Code Sl.l711brou&h 51.190. commonly kno""' u the 
Relinquishment Act. M~d otha J.Ppl ioble SUDJt.c:S md 1.1ncncimcnu r.hCTCte. and i!any provisioa in this lase: docs not conform to thC3c JU.DJtc.s., the st:a:l.Jtcs will 
pt'C'Yail over my nonconforming lc·;u;c provisions.. 

Ja. EXECUTION. This oil mel g:u lase must be sicned >nd ;acknowledged by the Lessee beforo it is tiled of record In the county rccorc!J >nd in the 
Gcnerol Lone! Office o(lbc St.llA: oCTc:us.. Oucclbc fllin& rcquimnena found in P~h 39 o(thiJ lase have been sarisficc!, the effective dol< o(lbis lcuc shall 
be the da:e found on !'a&• I. · 

39. LEASE Fll..lNG. i'umwlt to Ol.tptcr9 oCthc Tau Businc:u and Commerce Code, this leo.se must be filed o(rccord in lbe office of the County 
Clerk in >ny county in wbic.h all or >ny part o(the l=cd premises is IOC3t.cd, >.nd e<rtlJJed copies thereof must be filed in the Genc:-:o! Land Otlie<. This leo.se is not 
effective until • certified copy o(lbis lcue (which Is made and c:cnified by the County Clerk !rom his recorc!J) is filed in the Ge.ocnl Lond Offico In accordanc:< with 
Texas Naturol RO$OilrCCS Code ~2.183. Additionally, this lease shall not be binding upon the St.w: unless it rccitc.s the ~c:tual >.nd lnle consider:~tion paid or promised 
for execution o(this leo.sc. The bonus due the Sta~e and lbe prc.scribed tilin& (ee shall a<coml=l)' suc.'l certified copy to the Gcnerol Land Office. 

BY: CLJ\. Y JOHNSON 

~=·----~~~~r------------
DATE:._~/1-.~--1-.~--!.~~-----

STATE OF lc.XAS STATE OF TEXAS 

BY) tY» ~ BY:--,--...,----,----:-c-::----:=------
ladividually >nd ou agent for the Sta~e ofTexou B i 11 Wh i teacr e lnc!ividu.Uiy ond ou >gent for the Sute oCTcus 
dea his sole and separate property 

STATE OF TEXAS 

BY:-:-;---;;----;------:--:--:---:=--------­
lndividu•lly o.nd ou •gent for the Sute o(Tc.us 

Date:. ___ _ _ _ ___________ _ 

D:w:: _________ _,.-------

STATE OF TEXAS 

BY:.~--~~----~~~--~~-------­
lndividu.Uy and as agent Cor the Sut.c oCTex:u 

D:w:: _ ____________________________ _ 
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STATE OF ___________________ _ 
(CORPORATION ACJOIOWUDGMENl) 

COUNTY OF _________________ ___ 

BEFORE ME, the undcrslp1ed :wtbority, oo thU <Uy pmooally app.-..n:d _ _ _ _ ___ ___ _ __________ _ 

known to me to be the pc:rson whole name is subsa ibcd to the (on:aolllc insttwncn~ as. _ ___ ______ _____ _ ___ ,or 

;::::o:::-:::=::=:-::-:;-:::-:===-::--:------;--:~~--:----;---:--::---:--;-;--:=c:-:;-~'.,d aclalowledaed to me th.a.t he cxeeutcd the same 
(or the pUfliOSCS and considcntion lhcrcin c:xpn:sscd, 1n the cap..:ity =c!. and as the act and deed o ( .Wd corpol'2tioo.. 

Given under rtty lund and sal o( of!la: tiW the. _ _ __ .uy of _ ____ _ ____ ~ 19 __ • 

STATE OF T EXAS 

COUNTY OF GRAYSO N 

Given under my hand >nd sc:>J o f office this the _ _ _____ . 

STATE OF __ --lT..JE:...X"-Atl.WS _ ___ __ _ 

COU!'oTYOF MIDLAND 

N otary Public In and for _ _ _ ______ _ 

~~ AClOIOWl.EDGMFNi) 
I NDI VI DUAL 

(INDMDUAL ACK.'IOWL.EDGME'(l) 

Bcfon: me. the undersigned • uthority. oo th is day pm on>Jiy • ppcan:d ____ C=L~A.!.Y.!.-..!J~O=H:.!N.:.:S=O:.!N.:._ _ _ _ _ _____ _ 

known to me to be the pe:-sons whose names an: StJbscribed to the forczoing itutrume~~ and •clcnowledged to me th>t they exeeutcd the some for the pu.r?Dses :111d 

considerotion therein expressed. /A }o V. .. p_ll" 
19 

Q 
9 Given under my hand >nd se>J o f o fl)ce this the ':"1_ d•y o ( t:J_ _ ~ l- - -'--f ___ _ 

711~~ 
MONICA MARLOWE 
NOTARY PUBLIC 

State of Texas 
Comm. Exp. 10.30-99 

Noury P.Jblic in ltld for T flc;.-<' 

----..,-,r"'u=P"::o.~ _ ._ o .. e ct 
.-C~'f _) 

Qr1g1n:::. .~:1 n 
ReE''/9S C rty 
c erl so~ ce 



..... 
• • • •• • 

~~o.· ··. • • • 
~ · . 
• 
·""·· • 

· ·~ · 

• 
•••• • •••• 

BO O' 

EXHIBIT "A" 

ATIACI-IED TO A D MADE A PART OF THAT CERTAIN OLL AND GAS LEASE DATED 
OCTOBER 23, 1998, BY AND BETWEEN BILL WHITEACRE, AS LESSOR, AND CLAY 
JOHNSO , AS LESSEE, AND COVERJNG ALL OF SECTION 5, SAVE AND EXCEPT THE NW/4 

W/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 th is Lease for 
all purposes shall be considered a fu lly 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 expira:ion of the primary term hereof, this lease is being held by production or a shut-in 
we.ll pursuant to the terms hereof, or Lessee is then engaged in operations on said land or on lands pooled 
therewith, or Lessee has completed a well as a dry hole or shall have commenced a well within 180 days 
prior to the expiration of the primary term hereof, Lessee agrees to commence a continuous drilling 
program on sa id 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 drill ing operations being conducted on said land, or 
lands pooled therewith, at the end of the primary term hereof, whichever is the later date; and thereafter 
cany on the continuous ·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 fa il 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 un it 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 fil ing the plugging report with the commission, if a dry hole. Notwithstanding the termination 
of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the 
right of ingress to and egress from said land still subject to this lease for purposes described in paragraph 
I hereof, together with easements and rights of way for roads, pipelines and other facilities on, over and 
across all of the lands still subject to this lease and for the gathering or transportation of oil and gas 
produced from the retained lands. The sole liability or penalty for the failure of Lessee to drill any well or 
wells required or permitted in this lease shall be the termination or partial termination of Lessee's rights 
under the lease as provided above. 

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

April 13, 1999 

Mr. Drew Reid 
Texas Genera l Land Of1ice 
Stephen F. Austin Building 
1700 orth Congress A venue 
Austin , T exas 7870 1 

Re: Relinquishmem Act Oil & Gas Lease dated October 23, 1998 
Bill Whiteacre, Agent for the State ofTexas, Lessor 
covering lands in Reeves County, Texas 
Titan Lease No TX299-389-082-007-00 
Paragon Prospect 

Dear Mr. Reid: 

VIA FEDERAL EXPRESS 

Pursuant to our meeting on March 26, 1999, in which you requested that we review certain matters and provide copies 
o f materials related to ceria in Relinquishment Act leases, enclosed herewith please find the fo llowing: 

I . Certified Copy of Paid-Up Oil and Gas Lease dated October 23 , 1998 between the State of Texas, acting by 
and through its Agent, Bill Whiteacre, referTed to as owner of the soil, and Clay Johnson, Lessee, covering 
all of ection 5, save and except the W/4 W/4, /2 Ef..+ of Section 5, Block 58, P L urvey, Reeves 

ounty, Texas . 

• 2 . •••••• • • 
Copy of request fo r approval of the above lease by letter dated 1ovember I 0, 1998 from J. Robert Ready, 
Landman, to Drew Reid, accepted by the Texas General Land Office on ovember 13, 1998. 

• 

4. 

5. 

opy o f request for credit by lelter dated September 22, 1998, accepted by the General Land Office on 
September 30, 1998 where $ 100.00 of credit was used to cover the required processing fee in connection with 
the above request for approval. 

Copy of leller dated December 2, 1998 from J. Roberi Ready, Landman, to Drew Reid, Texas General Land 
Office, where a certified copy of the above lease was transmitted to the General Land Office for fili ng. 

Copy of request for credit by letter dated September 22, 1998, accepted by the General Land Office on 
September 30, 1998. $25.00 o f satd credit was used to cover the required fi li ng fee and $ 1,040.26 of said 
credit was used for payment of bonus consideration due the State ofTexas in connection with the above lea e 
transmittal. 

As soon as the above lease has been approved and filed , please advise this office of the assigned mineral file number. 
If additio nal information is required; please do not hesitate to contact t.he undersigned. Thank you for your continued 
cooperation and courtesy in this matter. 

WJB/dss 
Enclosures 

Yours very truly. 

R:~ 
Landman 

500 W. Texas • Suite 500 • Midland , Texas 79701 • Fax: (915) 687-0192 • Office: (915) 682-66 12 
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Texas General 
Land Office 

David Dewhurst 
Commissioner 

Stephen F. Austin Building 

1700 North 
Congress Avenue 

Aust1n, Texas 
78701-1495 

512-463-5001 

August 18, 1999 

Attn: J. Robert Ready 
Titan Resources, L.P. 
500 W. Texas, Suite 500 
Midland, Texas 7970 I 

Re: RELINQUISHMENT ACT LEASE No. M-100101 
Sec. 5 & 10, Blk. 58, PSL Survey 
540.15 ac./128.50 net ac. 
Reeves County, Texas 

Dear Mr. Ready: 

The certified copy of the Relinquishment Act lease covering the above 
referenced tract has been approved and filed in our records under mineral file 
number M-100101. Please refer to this number in all future correspondence 
concerning the lease. 

Your remittance of$3,855.74, 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. 

:;;:~~~ 
Drew Reid 
Minerals Leasing 
Energy Resources 
(5 12) 475-1534 

MS/DR 
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ACQUISIT~mER OF THE GENERAL LAND OFFICE 11/27/ 00 
P.ARAGON #299:Lcase Bonus Payment in full of I /2 lease bonus consideration due the 

State of Texas for execution of Paid-Up Oil and Gas 
Lease dated September 18, 2000. by and between The State 
of Texas by Agent Robert E. Tyler, as Independent Executor of 
the Estate of Lawrence Edward Tyler, dcc'd and Ruth 
Wilman Tyler, a widow, Lessor, and Clay Johnson. Lessee, 
covering, Tract I) All of Section 5, save and except the NW/4 
NW/4 and S/2 NE/4, Block 58, PSL Survey, 520. 13 acres 
more or less; Tract 2) W/2 NW/4 SW/4 of Section 10, 
Block 58, PSL Survey, 20 acres more or less: Reeves 
County, Texas. 

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

Checking Lease Bonus Consideration 

PURE RESOURCES, L.P. v---' 
ACOUISIT~<DNER OF THE GENERAL LAND OFFICE 11127/ 00 

PARAGON #299:Leasc Bonus 

. 
_:> 

l ) 

~ c: 
._ -

,., 
t 

-; 

Payment in I of 1/2 lease bonus consideration due the 
State o exas for execution of Paid-Up Oil and Gas 

dated September 18, 2000, by and between The State 
o Texas by Agent Robert E. Tyler, as Independent Executor of 
t c Estate of Lawrence Edward Tyler, dec'd and Ruth 
Wilman Tyler. a widow. Lessor. and Clay Johnson, Lessee, 
covering, Tract I) All of Section 5, save and except the NW/4 
NW/4 and S/2 NE/4, Block 58, PSL Survey. 520. 13 acres 
more o r less; Tract 2) W/2 NW/4 SW/4 of Section 10. 
Block 58, PSL Survey, 20 acres more or less; Reeves 
County, Texas. 

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

Checking Lease Bonus Consideration • • • • • • • • • • • 
• • • • • • • • • • 

• • • • • • • • • • 

• • • • • • ••• 
• 

••• • • • • • • 

.... 
• • • • • • 

004883 
1,785. 18 

1,785.18 

004883 
1,785. 18 

I ~ I 

~1 ,785. 18 



ACOUISITI~N§NER OF THE GENERAL LAND OFFICE 11127/00 

PARAGON #299:GLO Filing Fee Filing fee due the State ofTexas for Paid-Up Oil and Gas 
Lease dated September 18, 2000, by and between 

Checking Filing Fees 

PURE RESOURCES, L.P. V"' 

The State of Texas by Agent Robert E. Tyler, as Independent 
Executor of the Estate of Lawrence Edward Tyler, dec'd 
and Ruth Witman Tyler, a widow. Lessor. and Clay Johnson, 
Lessee, covering, Tract I) All of ection 5, save and 
except the NW/4 NW/4 and S/2 NE/4, Block 58, PSL 
Survey, 520.13 acres more or less; Tract2) W/2 NW/4 SW/4 of 
Section I 0. Block 58, PSL Survey, 20 acres more or less; 
Reeves County, Texas. 

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

ACQUISITI~R OF THE GENERAL LAND OFFICE 11127/00 

PARAGON #299:GLO Filing Fee Filing fee due the Stale ofTc /s for Paid-Up Oil and Gas 
Lease dated September I wOOO, by and between 

Checking Filing Fees 

The State ofTexas by gent Robert E. Tyler, as Independent 
Executor oflhe Es e of Lawrence Edward Tyler, dec'd 
and Ruth Wilm Tyler, a widow. Lessor, and Clay Johnson, 
Lessee, cove · g, Tract I) All of Section 5, save and 
cxccpllh /4 NW/4 and S/2 NE/4, Block 58, PSL 
Survex 20.13 acres more or less: Trac12) W/2 NW/4 SW/4 of 
Secf n I 0, Block 58, PSL Survey. 20 acres more or less; 
R vcs County, Texas. 

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

• • • • • • • • • • 

• • • • • • • • . " • 

. . : : . . 
• • • •••• 
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••• • • • •• • 
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004884 
25.00 

25.00 

004884 
25.00 
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X 25.00 
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~ ~PURE e:- ~RESOURCES 

November 29, 2000 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 September 18, 2000 by and between The 
State of Texas by Agent Robert E. Tyler, as Independent Executor of the Estate of 
Lawrence Edward Tyler, Dec'd and Ruth Witman Tyler, a widow, Lessor, and Clay 
Johnson, Lessee, covering, Tract 1) All of Section 5 save and except the NW/4 NW/4 
and S/2 NE/4, Block 58, PSL Survey, 520.13 acres more or less; Tract 2) W/2 NW/4 
SW /4 of oc e 20 acres more or less. Reeves Coun Texas 
Pa rospec o. ~llvain Pros t No. 681) 

ineral File No. I 00 I 0 I 

Dear Mr. Reid: 

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

l. 

2 . 

3 . 

Pure Resoures. L P 

Certified copy of Oil and Gas Lease dated September 18, 2000, between the 
State of Texas, acting by and through its Agent, Robert E. Tyler, as 
Independent Executor of the Estate of Lawrence Edward Tyler, Dec'd and Ruth 
Witman Tyler, a widow, Lessor, and Clay Johnson, Lessee, covering the 
captioned lands in Reeves County, Texas, which has been duly filed under 
Clerk's File No.002744 to be recorded in the Oil and Gas Lease Records of 
Reeves County, Texas . 

Pure Resources, L.P. Check No. 4883 made payable to the order of 
Commissioner of the General Land Office of the State of Texas in the amount 
of $1,785.18, 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. 4884 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 fil ing fee for handling this matter. 

500 West llhnoos Midland, Texas 79701 office 9 t 5-498-8600 fax 915-400.2675 v.et> www pureresources com 
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Texas General Land Office 
Mr. Drew Reid 
Page-2 
November 29, 2000 

.. 

Approval of the terms and provisions in leases covering the captioned lands was given on 
August 18, 1999, under Mineral File No. M-100101. 

Please acknowledge receipt of this letter and enclosures by signing, dating and returning one 
(1) copy of this letter in the enclosed 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. 

WJB/dw 
Enclosures 

Very truly yours, 

. obert~ 
and Director 

RECEIVED THIS DAY OF __ ,2000. 
TEXAS GENERAL LAND OFFICE 

BY ______________________ __ 
Drew Reid 
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General Land Office 
Relinquish mot Act Lease Form 
Revised, September 1997 

hereinafter called Lessee. 

D 

OlL AND GAS LEASE 

(Give Pennanent Address) 

I. GRANTING CLAUS E. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and perfonned 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 fo r 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 trnnspon said products of the lease, the following lands situated in Reeve s County, State 
ofTexas. to-wit: 

Tract 1) All o f Secti on 5 , save and exce pt the NW/4 NW/4 and S/2 NE/4 , 
Block 58, PSL Surve y, 520 . 13 acres more o r less 

Tract 2) W/ 2 NW / 4 SW/4 o f S ection 10, Block 5 8, P S L Survey , 2 0 a c res 

more or l e ss 
containing 54 0 • 1 3 acres, more or less. The bonus consideration paid for this lease is as follows: 

TotheStateofTexas: O n e Thousand Seven Hundre d Eighty- five and 18/ 1 00---
Dollars (S_ 1 , 7 8 5 • 1 8 ) 

To theowner ofthesoii : One Thousand Seve n Hundred E i ghty-five and 1 8/ 10 0 ---
Dollars (S 1 r 7 8 5 _ 1 8 ) 

Totalbonusconsideration: Three Thousand F ive Hundre d S e v e nty a nd 36/100---
Dollars (S 3 , ) 

The total bonus consideration paid represents a bonus of S e venty-ni ne and NO / 1 00-------- - ------- - --

---------------Dollars (S 7 9 • 0 0 ) per acre, on 4 5 1 9 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a tenn of Fiv e ( 5) y e ars from this date 
(herein called "primary tenn") and as long thereafter as oil and gas, or either of them. is produced in paying quantities from said land. 
As used in this lease, the tenn "produced in paying quantities" means that the receipts from the sale or other authorized commercial use of the substance(s) covered 
exceed out of pocket operational expenses for the six months last past. 

k See Exhibit "A" attached f or Pd-Up Delay Rental P r ovisi on s h own a s Paragraph 40. 

on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in 
the _ ______________________________ ~~------~77~~--~--~~--~---~--~~~~~·h· 
at or its successors (which shall continue as the depository regardless of c " s in the ownership of 
said land), the amount speci fied below; in addition. Lessee shall pay or tender to the COMMlSSIONER OF THE GENERAL ICE OF THE STATE OF 
TEXAS, AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this paragraph shall operate as a rental 
the commencement of a well for one (I) year from said date. Payments under this paragraph shall be in the follow· 

To the owner of the soil: __________ _____ -::::;o,.......::'--- -:--------------------
Dollars (S ___________ ____ ---=,......:::=------' 

Tothe State ofTexas: ____________ ~~--------------------------
Dollars (S _________ --=.,......::::...._ ________ ...J 

TotaiRentai :.~~------~~~-------------------------------
Dollars (S ______ --:::;7...::::.. _______________________ --..J 

In alike manner and upon like paymen enders annually, the commencement of a well may be fu rther deferred for successive periods of one ( I) year each during 
the primary tenn. All pay men enders 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 ntal paying date. If the bank des•gnated in this paragraph (or its successor bank) should cease to exist, suspend business, liquidate, fail or 
be succeeded other bank, or for any reason fall or refuse to accept rental, Lessee shall not be held in default for failure to make such payments or tenders of 

thiny (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 C 

co \ • • . • ... ... 
On 

. . • • • • • • • • i I • • • • • • • • • • • • • . • • • • • • • • • • 
R-::=ve.., C • • • •• . • • . . • •• • • 
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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(l/2) of the royalty 
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin. Texas, and one-half (l/2) 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 fonn 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 I 1 6 t b s pan 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.Juch value to be detennined 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 that all liquid hydrocarbons recoverable from the gas by such means will be recovered. The requirement that such gas be run 
through a separator or other equipment may be waived in writing by the royalty owners upon such tenns and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined 
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of 
gasoline, liquid hydrocarbons or other products) shall be 3/ 1 6th S pan of the gross production or the market value thereof, at the option of the 
owner of the soi l 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 at any time exceed 14.65 pounds per square inch absolute. and the standard base temperature 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 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 6th S pan 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 of rc:sidue gas attributable to gas produced from this lease, and on fi fty percent (50%). or that percent accruing to Lessee. whichever is the greater. of the 
total plant production ofl iquid hydrocarbons attributable 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 affil iate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or 
the highest percent accruing to a third parry processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third 
parry, 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 detennined by I) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable qual ity in the 
general area. or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), 
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not 
been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) 
whether said gas be "casinghead," "dry,· or any other gas, by fractionating, burning or any other processing shall be 3 I 1 6 th s part of the 
gross production of such products, or the market value thereof. at the option of the owner of the so1l 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 sa.le 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 tot.aJ 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 rent.aJ amount shall be one 
dollar ($ 1.00) per acre. 

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any lime or from time to time, the owner of the soil or the Commissioner 
of the Genera.! 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 royaJues 
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office's right to take its royalty in 
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or implied. 
under this lease. 

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's 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 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 
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 following manner: 

Payment of royaJty on production of oil and gas shall be as provided 10 the rules set forth 10 the Texas Register. Rules currently provide that royal~ 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 royaJty 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 fonn and manner prescribed by the General Land Office and showing the gross amount and disposiuon of 
all oil and gas produced and the market value of the oil and gas. together with a copy of all documents, records or reports confinning the gross producuon. disposiuon 

1 ue ;::~ 
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a'nd market :..a1ue 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 beang 
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 of5% on the royalty or 
S25.00, whichever is greater. A royalty payment which is over thirty (30) aays 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 supporting documents which arc not filed when due shall incur a penalty in a.• amot:nt set t j· tl:~ Gcn.:·;al L ... ,J CiT....: aJ.mtnl>trau vc: rutc: which is 
effective on the date 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 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 original ly 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. 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 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 shal l 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, 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) PERMITS, DRILLING 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 before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such 
written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests. completion reports and 
plugging reports shal l be supplied to the General Land Office at the time they are tiled 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 batteries 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. 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 al l 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 materials are not tiled 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 HOLEICESSA TION OF PRODUCTION DURING PRJ MARY TERM. If. during the primary term hereof and prior to discovery and production 
of oil or gas on said land. Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or 
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from 
date of completion of said dry hole or cessation of production Lessee 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 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 of the 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 
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 
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. DRJLLING AND REWORKING AT EXPIRATION OF PRJMARY TERM. If. at the expiration of the primary term. neither oil nor gas is being 
produced on said land. but Lessee is then engaged in drilling or reworking operations t11ereon. this lease shall remain in force so long as operations on said well or for 
drilling or reworking of any additional well are prosecuted in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days during 
any one such operation. and if they result in the production of oil and/or gas. so long thereafter as oil and/or gas is produced in paying quantities from said land, or 
payment of shut-in oil or gas well royalties or compensatory 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, after 
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 workmanlike manner without 
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and 
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole. the lease will not 
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 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-fN 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 quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable 
production facilittes or lack of a suitable markcL then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided tn the 
lease, but nor less than S 1.200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease does not specify a delay rental 
amount, then for the purposes of this paragraph. the delay rental amount shall be one dollar (S 1.00) per acre. To be effective. each initial shut-in oil or gas royalty 
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must bl: paid on or be fore: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises. or (3) 60 days 
after Lessee completes a drilling or reworking operation in accordance with the lease provisions: whichever date is lat.est. Such payment shall be made one-half(l/2) 
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 shal 1 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 , I 
following the month in which production ceased. and. after that, if no suitable producuon facilities or suitable market for the oil or gas exists, Lessee may extend the 
lease for four more successive periods of one ( 1) year by paying the same amount each year on or before the expiration of each shut-in year. 

- 1 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 causmg the drainage or which is completed in the same producing 
reservoir and within one thousand (1.000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-hal f (l/2) to the Commissioner of the 
General Land Office and one-half (l/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is 
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand ( 1.000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which 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 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 dil igence of a reasonably prudent operator in drilling such additional well or wells as may be 
re~onably necessary for the proper development of the leased premises and in marketing the production thereon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate 
as to all of the leased premises, EXCEPT (I) 40 acres surrounding each oil well capable of producing in paying 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 un it 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 ofTexas, 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 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 fo r all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for existing 
roads, existing pipelines and other existing facili ties on, over and across al l the lands described in Paragraph 1 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 fo rce and effect two (2) years after the expiration date of the primary or extended term it shall further 
terminate as to all depths below I 00 feet below the 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 speci fied 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 
termination 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. or a certified copy of same. shall be filed in the General Land Office. accompanied by the filing fee prescribc:d 
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 ninety (90) 
days after being requested to do so by the General Land Office. then the Commissioner at h1s sole discretion may designate by wrinen instrument the acreage and/or 
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the 
General Land Office and such designation shal l be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rentals. nor royalties paid. or to be paid. under this lease shall relieve Lessee of his obligation to protect 
the oil and gas 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 facts may justi fy and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased prem1ses 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 oi l or gas, the Lessee. sublessee, receiver or other agent in control of the leased premises shall in good fa ith 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 producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the 
soil's agency rights to fo rfeiture. 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 statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, 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 compl y 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 oil 
or gas. 
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premi.ses. lf 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 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 es!Bte and the roj'!!lt·::s a.id r:m::.! he;C:n ~rcvid-c.:l to lie iJ&;d to the Commiss ioner of the 
General Land Office o f 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 wrir:ten statement which explains the 
discrepancy berween the interest purportedly leased under this lease and the acrual 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 intereSL However, in no event shal l 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 (1116) 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 Narural 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. sum:ndered, 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 acrually 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 usc 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. PIPEUNE DEPTH. When requested by the owner of the soil. Lessee shall bury its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shal l be drilled nearer than rwo hundred (200) feet to any house or barn now on said premises without the 
wrir:ten consent of the owner of the soil. 

25. POLLUTlON. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
fo regoing, pollution of coastal wetlands, narural 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 me arts 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 fences around its slush, sump, and drainage pits 
and tank batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells. Lessee shall 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, bo r:tles, 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 fix rures placed by 
Lessee on the leased premises, including the right to draw and remove casing, within one hundred rwenty ( 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 gas in payi ng quantities. Additional ly, Lessee may not draw and remove casing until after thirty (30) days wrir:ten 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, fixrures, or casing which are not timely removed by Lessee 
under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this 
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees. legal representatives, successors 
and assigns. However, a change or division in ownership of the land. rentals. or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges 
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs. devisees. legal 
representatives or assigns) fu rnishes the Lessee with satisfactory wrir:ten 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 
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 berween 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 a.ffect 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 failu re to pay the entire rental due 
under Paragraph 3. Every assignee shal l succeed to all rights and be subject to all obligations, liabili t ies, 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. Norwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in pan by 
assignment without the prior written approval of the Commissioner of the General Land Office. this lease is void as of the time of assignment and the agency power 
of the owner may be forfeited by the 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 o r 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 ; 
(5) a partner o r employee in a partnership which is the owner of the soil ; 
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(6) a fiduciary for the owner o f 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 a.nd Paragraph 29, Lessee may at any time execute and de liver to the owner of the soil 
and place of record a release o r releases covering any po rtion 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. If all or any part of this lease is assigned or released, such assignment or release must be recorded in 
the county where the land is situated, and the recorded instrument, o r a copy of the recorded instrument certified by the County Clerk o f 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 fi ling 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 o f the above-described land have been included in this instrumenL including the 
statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Ally collat.eral 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 fiduc iary duty and must fully disclose any facts affecting the State's interest in the leased 
premises. When the interests of the owner of the soil conflict with those of the State. the owner of the soil is obligated to put the State's interests befo re 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 repo rt concerning production or drilling, or if Lessee shal l 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 promul gated by the General Land Office. the School Land Board, or the Rail road Commission, or if 
Lessee should refuse the proper authority access to the records pertaining to operations. or if Lessee or an authorized agent should knowingly fa il or refuse to give 
correct information to the proper authority, or knowingly fail o r refuse to furnish the General Land Office a co rrect log o f any well, or if Lessee shall knowmgly 
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 authon:ze a 
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment AcL 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 o f another intervene upon satisfactory evidence to the Commissioner of the General Land Office o f fu ture 
compliance with the provisions o f 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 fi rst lien upon all oil and gas produced from the area covered 
by this lease to secure payment of all unpaid royalty and o ther sums of money that may become due under this lease. By acceptance of th•s 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 party, 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 se cure 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 condition of this lease, whether express or implied. This lien and security interest may be 
fo reclosed with or without court proceedings in the manner provided in the Title I, Chapter 9 o f 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, artach or perfect this lien. Lessee hereby 
represents that there are no prior or superior liens arising from and relaung 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. 

34. POOLfNG. Lessee is he reby granted the right to pool or unitize 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 oi l or gas or either of them upon the same terms as shall be approved by the SchooL La.nd 
Board and the Commissioner o f the General Land Office for the pooling or umtizing of the interest of the State under this lease pursuant to Texas Natural Resources 
Code 52.15 1-52. I 53. The owner of the soil agrees that the inclusion of this provision in this lease satisfie s the execution requirements stated in Texas Natural 
Resources Code 52.152. 

35. fNDEMNlTY. Lessee hereby releases and discharges the State ofTexas aEd the owner of the soil. their officers. employees. partners. agents. 
contracto rs, subcontractors, guests. invitees. and their respective successors and assigns. of and from all and any actions and causes of act ion of every nature. or other 
harm, including environmental harm, for which recovery of damages is soughL including, but not limited to, all losses and expenses which are caused by the 
activities of Lessee, its officers. employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased prem1scs 
hereunder, or that may arise out of o r 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 soil. 
their o ffi cers, employees and agents, their successors or assigns, against any and all claims. liabilities, losses, damages, a.ctions, personal injury (including death), 
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tOrL contracL or strict liabil ity, including anomeys' fees and 
other legal expenses, including those related to environmental ha:zards, 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 o f the surface of the leased premises: and those that may arise out of or be occasioned by Lessee 's breach of any of the terms or provisions of this 
Agreement or any other act or omisSion of Lessee, itS directors. officers. employees. partners, agents. contractors. subcontractors, guestS. invitees. and their respective 
successors and assigns. Each assignee of this AgreemenL or an interest therein. agrees to be liable for. exonerate, indemnify, defend and hold harmless the State of 
Tc:xas 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 OTH ERWISE EXPRESSLY LIMITED HEREIN, ALL O F THE J:',"DEr.INJTY OBLIGATIONS 
A D\O R LIABILITIES ASSUMED UNDER THE TERM OF THIS AGREEMENT SHALL BE WITHOUT L IMITS 1'.""0 WITHOUT REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLUDrNG PRE-EXISTING CO DITIONS). STRICf LIABILITY, O R THE :"iEGLIGENCE OF ANY PARTY 
OR PARTIES (I CLUDING THE NEGLIGE CE OF TilE INDEMNIFIED PARTY). WHETHER SUCH NEG LIGENCE BE SOLE. JOI'NT, 
CO CURRE T . ACffVE. OR PASSIVE. 

r ue an • • • • ••• ••• • • • • • • • • • • c y • • • • • • • • • • • • • • • • • • • • Onginal ll .... dm • • • • • • • •• • • • • • • •• • • 
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36. ENVIRONMENTAL HAZARDS. Lessee shall usc the highest degree of care and all reasonable safeguards to prevent contamination or pollution of 
any environmental medium, including soil. surface waters, groundwater, sediments, and surface or subsurface strata. ambient air or any other environmental medium 
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or penn it to remain on the leased premises any asbestos 
contllining 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 9601, et seq.), o r toxic 
substances under any federal, state, or local law or regulation ('"Hazardous Materials"), except ordinary products commonly us_:d in connection with oil and gas 
exploration and development operations and stored in the usual manner and quantiucs. Lt:.SS££•S YlOLA TION OF THE FOREGOING PROHIBITION 
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND 
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS. DAMAGES, JUDGMENTS, PENALTIES, 
LIABILITIES, AND COSTS (INCLUDING REASONABLE A TTOR'IEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (1) A 
VIOLATION OF THE FOREGOING PROHIBmON OR (1I) THE PRESENCE, RELEASE. OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, 
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR COl'ITROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AND REPAffiANY SOIL OR GROUND WATER CONTAMINATION AND DMIAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUlREMENTS OF APPLICABLE LAW. THIS 
INDEMNlFICA TION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL JMMEDIA TEL Y GIVE THE STATE OF 
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. UPO 
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPO RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIO S OF LESSEE 
HEREUNDER SHALL SURVIVE THE EXPIRA TIO OR EARLIER TERM INA TIO , FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions ofTcxas Narural 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 confonn to these statutes, the statutes will 
prevail over any nonconforming lease provisions. 

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

39. LEASE FILING. Pursuant 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 pan 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 SlaiC unless it recites the actual and true consideration paid or promised 
for execution of this lease. The bonus due the State and the prescribed fi ling fee shall accompany such certified copy to the General Land Office. 

LESSEE 
BY: ay Johnson 

TITLE:---------+-----

DATE:._---.L-j..;;_t)_.""'Z3""--- ()_0 ___ _ 

STATE OF TEXAS 

BY: __ ~~------~----~~------------ BY:~~--~----~~~--~~----------
Individually and as agent for the l31 of Texas Robert E. Tyler Individually and as agent for the State of Texas 

as independ~~- Exe tor of the Estate of Lawrence 
Date: 7 (.) · !._Y_ """Cfd Date: 

Edward Tyler , dec 1 d ----------=--------

STATE OFTEXAS 

~~~vid~e~;th~~as' 
Ruth Wilman Tyler, a widow Uate: _________________________________ _ 

0 
u Corr 

copy of 

Originel 
Ree 

Cl ., (),1. I 

STATE OF TEXAS 

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

Date: _________________________________ _ 

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



STATE Of ____________________ __ (CORPORATION ACKNOWLEDGMENll 

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 

-:--:--- ----:----:-:--:---:--:------:--:- - --:----:--:--:-----:--:---:--:--:--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. 

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

Notary Public in and for __________ _ 

STATE OF fe >tJ (1 ~ (CORPORATION ACKNOWLEDGMEN1) 

COUNTY OF_L.!..m..t,.4.~ ...:..!a:....!.Jla~t!A~--
BEFORE ME, the unders igned authority, on this day personally appeared _____ t ___ \_A--"'4t--JQ __ _;;:;'--'-~..;;.r...;J\bo....=-""'-'/lJ ____________________ _ 

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 stated, and as the act and deed of said corporation. 

Given under my hand and seal of office this the 'Z. 3 day of (Q C4-o b e4- . 11 9 ?.cx:Jo 

1.4. K. BRASUEL 
MY COMMISSION EXPIRES 

October 19,2004 

1D · J( · :£:uwJtJ 
Notary Public in and for /e ~ ( 

Before me, the undersign ed authority, on this d<ry personally appeared Robert E · Tyler ' 
Execu tor of the Estate ot Lawr ence Edwa ra Tyler , dec ' d 

as Independent 

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 ffice this the /{; -r1J- day of_~(::,.L-2 ""C__.c_~::::_."·~£..:..p...:ft_-='--------------'' ~ '2 ·~ 
~- ~~-

~~- ~ . ' 

0 v ' ~, ., •. J & • 

t <"t ... .- • ' ·I 

STATE OF Texa s 

COUNTY OF l:l-&R£-i ~ 

Notary Public in and for f Td, T c' oF ( r'y,.,LS 

(INDMDUAL ACKNOWLEDGMEN1) 

Before me, the undersigned authority, on this day personally appeared Ruth Wi lma n Tyler, a Widow 

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. 

~ 
'/} '\., '•· 

b· 

.. 
·' 

Tr e - r.d Correct 
COi)Y of 

Originalttl..-:d in 
l=le:::ve C nt 
c.e ~~~ 

... J 
, " ,~ 

I 

__,_,/?;__t:. ~_('--t:7.-~_?...._f_/L _ _ ___ __,. ~ c ~ 

Notary Public in and for 5'1!1 I r- <? r f r" Xrr.S 
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. ·. ,. 

EXHIBIT "A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OlL AND GAS LEASE DATFn 
SEPTEMBER 18, 2000, BY AND BETWEEN ROBERT E. TYLER, AS fNDEPENDE T EXECUl\ 'I\{ 
OF THE ESTATE OF LAWRENCE EDWARD TYLER, DEC' D. AND RUTH WILMAN TYLER, :\ 
WIDOW, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, A D COVERING ALL OF SECT\~ '1>.1 
5, SAVE AND EXCEPT THE NW/4 NW/4 AND S/2 NE/4, AND THE W/2 NW/4 SW/4 OF SECT\~ 'I~ 
10, ALL IN BLOCK 58, PSL SURVEY, REEVES COUNTY, TEXAS. 

40. Notwithstanding anything to the contrary contained in Paragraph Three (3) of this Lease, 1\'r all 
purposes this lease shall be a ful ly Pa id-Up Oil & Gas Lease. Delay Rentals have been paid in full "\th 
the Bonus Consideration tendered herein. Delay Rental payment was based on a $1.00 per net mint' l':\1 
acre per year for Four (4) Years. Concluding a $4.00 per acre Pd-Up Rental Payment was mntk in 
advance for the four (4) Year Period on the net mineral acres indicated in this Lease. 
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• v• , ,_ • ' '-'"'"""''""""""'.!>IV~~r:. l'. vr l ru:. UJ:.l'IJ:.!V\L L/\l'IU Ul'l:'ll.t. 12/20/'00 

ACQUipi~~~reease 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 II , 2000, by and between the State of Texas 
by Agent Blake Oil and Gas Corp., 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. 681 
carved out of the Paragon Prospect.) 

01 o1 J?s;;;. I 

Checking Lease Bonus Consideration 

PURE RES0~3.16NER OF THE GENERAL LAND OFFICE 12/20f00 
ACQUip~~Eease Bonus Payment in full of 1/2lease us consideration due the 

Checking 

Slate of Texas for exec · n of Paid-Up Oil and Gas Lease 
dated December , 000, by and between the Stale of Texas 
by Agent 13 Oil and Gas Corp., Lessor, and Clay 
Johns . cssce, covering all of Section 5, Save and 
Ex plthc 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. 681 
carved out of the Paragon Prospect.) 

Lease Bonus Consideration ••• ••• -~ .. ••• • • • • • • • . • • • • • • • • • . • • • • • • • • • • • • • • . • • . .. • • • • • • • • • 

/ 
\ 2,947.39 

OA~~s , . 

2.947.39 



' ""'''- '''-""~'9.UY..r.>e lvl~c." vr • nc ucr'lr..~ t .. f\1'4 U vr.rn ... ~ t:lr2Uf 0U 

ACQU iiJA.\~~~'(faJ.f~~~LO Filing Fee Filing Fee due the State ofTexas for Paid-Up Oil and Gas 
Lease dated December II , 2000, by and between the State 
ofTexas by Agent Blake Oil and Gas Corp .. Lessor, and 
Clay Johnson, Lessee, covering all ofSeetion 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 McDvain Prospect No. 681 
carved out of the Paragon Prospect.) 

v.JI£_ KeSC> u r C.:e s , L P j ;:;;< / 

Checking Filing Fcc 

PURE RESOOU\00$3.l6NER OF TI IE GENERAL LAND OFFICE 12120roo 

ACQUip~~~§LO Filing Fee Filing Fee due the State ofTcxas for Pai p Oil and Gas 
Lease dated December II, 2000, by d between the State 
of Texas by Agent Blake Oil and as Corp., Lessor, and 
Clay Johnson, Lessee, covcri all of Section 5, Save and 
Except the NW/4 NW/4 a S/2 NE/4, Block 58, Public 

(' ,J 
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I· J 

'I N 
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Checking Filing Fee 

School Land Survey. vcs County. Texas. 

(This lease cove ands in the McDvain Prospect No. 681 
carved out oft e Paragon Prospect.) 
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December 21, 2000 

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

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

VIA FEDERAL EXPRESS 

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

1. Certified copy of Oil and Gas Lease dated December 11, 2000, between the State 
of Texas, acting by and through its Agent, Blake Oil and Gas Corp. , Les or, and 
Clay Johnson, Lessee, covering the captioned la nds in Reeves County, Texa , 
which has been duly filed under C lerk's File No.2946 to be recorded in the Oil 
and Gas Lease Records of Reeves Coun ty, Texas. 

2. Pure Resources, L.P. Check No. 4955 made payable to the order of 
Commissioner ofthe General Land Office of the State of Texas in the amount 
of $2,947.39, 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. 4956 made payable to the order of 
Commiss ioner 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 West lllinois Midland, Texas 79 70 I ofnle;:: 91~. 498. 8~00 •web. www.pumesaurces.cam 



Texas Genera l Land Office 
Mr. Drew Reid 
Page -2 
December 20,2000 

Approval of the terms and provisions in leases covering the captioned lands wa given on 
August 18, 1999, under Mineral File No. M-100101. 

Please acknowledge receipt of this letter and enclosures by signing, dating and returning one 
(1) copy of this letter in the enclosed self addre ed and stamped envelope. If addi tional 
information is required, please do not hesitate to contact the undersigned. T hank you for your 
continued cooperation and courtesy in thi matter. 

WJB/dw 
Enclosures 

Very truly yours, 

~~~ 
Land Director 

RECEIVED THIS DAY OF ___ __ ___,2001 
TEXAS GENERAL LAND OFFICE 

BY ____ ____ ___ __ 
Drew Reid 

• • ••• ••• ••• • •• • • • • • ... . .. .. • • • • • • • • • . • ~ . • • • • , • . • . • • • • . • • • . • • • • 
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Gerrtral Land.Office 
Relinquish mot Act Lease Form 
Revised, September 1997 

PAID- U P 
OlL AND GAS LEASE 

THIS AGREEMENT is made and entered into this 11 day of_....:D=e=-=c"-'-. _I~ 2 0 0 Cbetween the State ofTexas, acting by and through its 
agent,---'B~lc:;a::-:-k..":e:::--....;;Oc..:~'7-· l~....:&:.__G=a:.=s::..._C.:::...::o:..::r:...~Po;..:..• __ -:=_-:=_-:=_=----::-----------------------
------4~0~0~N~.~M~a~j~n~~-----------------------of ______________________________________________ __ 

---~M~iuduwlwa~n~d~1-T~X~~7~9~7~0~1 __________ ~~~~---~77-~--------------------------sa•dagent 
(Give Permanent Address) 

herein referred to as the owner of the soil (whether one or more), and.....-_C~l~a~y.....,.;J;o.;or;h;n:n::.:S=O:..:n.:._ _______________________ _ 
~2~0~3~W~·~W~a==l=l~,~S~t~e~·~r~8~0~0L,~M~i~d~l~a~n~d~,~T~X~~7~9~7~0~1 __________________ of 

(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 ltts 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 said products of the lease. the following lands situated in Reeves County, State 
ofTexas, to-wit: 

All of Section 5, Save and Except the NW/4 NW/4 and 
S/2 NE/4, Block 58, P ublic School Land Survey 

containing 52 0 • 1 3 acres, more or less. The bonus consideration paid for this lease is as follows: 

TotheStateofTexas: Two Thousand Nine Hundred Forty Seven and 39/100------
Dollars (S_ 2 , 9 4 7 3 9 ) 

Totheowner ofthesoil: Two Thous and Nine Hundred For ty Seven and 39/100----
Dollars (S 2 , 9 4 7 3 9 ) 

Totalbonusconsideration: Five Thousand Eight Hundred Ninety Four and 78/100--
Dollars (S 5 , 8 9 4 , 7 8 ) 

The total bonus consideration paid represents a bonus of 
______________ Dollars (S 

O ne Hundred Two Dollars and No/100----- -

1 0 2 • 0 0 ) per acre. on 57 • 7 9 2net acres. 

2. TERM. Subject to the other prov1sions in this lease. this lease shall be for a term of Three ( 3) years from this date 
(herein called "primary term") and as long thereafter as oil and gas, or either of them. is produced in paying quantities from said land. 
As used in this lease. the term 'produced in paying quantities" means that the receipts from the sale or other authorized commercial use of the substance(s) covered 
exceed out of pocket o~erational expenses for the six months last past. 

S ee Exhibit ' A" attached for Pd- Up Delay Rental Provision shown as Paragraph 40. 
3. DELAY REHTALS. If no well is COIIillitllted on tlie lcli:Sed pren1i3e3 en or befe re ene ( I) )Cet lfem !his Ela1e, !his lease shall lem!iAIII~ 

on or before such anniversary date Lessee shal l pay or tender to the owner of the soi l or to his credit in 
the __________________________________________ ~--------~~~~~--~--~~--~------~--~--~~--···· 
at or its successors (which shall continue as the depository regardless of c ,. in the ownership of 
said land), the amount specified below; in addition. Lessee shall pay or tender to the COI'vtMlSSIONER OF THE GENERAL CE OF THE STATE OF 
TEXAS, AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this paragraph shall operate as a rental 
the commencement of a well for one ( I) year from said date. Payments under this paragraph shall be in the follow· 

To the owner of the soil :. ____________________________ -::,.......::::...------------------------------
Dollars (S ______________ --::::,......::::..._ ___ .J 

TotheStateofTexas: ______________________ ~~--------------~------------------------------------
Dollars (S _________ --:~=---------.J 

TotaJRcntaJ :.~~------------~~~----------------------.-----------------------------------
Dollars (S ________ ~,.....:::=----------------------------' 

In a like manner and upon like payments nders annual ly. the commencement of a well may be further 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 cheek 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 ex ist, suspend business. liquidate, fail or 
be succeeded b er 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 

1rty (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 



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 fQr in this lease to the Commissioner of the General Land Office of the State ofTexas, at Austin. Texas, and one-hal f(l/2) of such royalty to the owner of 
ihe soil : 

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid fonn 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 

1 / 5 th part of the gross production or the market value thereof. at the option of the owner of the so il or the Commissioner of the 
General Land Office, such value to be detennined by I) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid 
hydrorarbons, rc$j)t:Cti·,.~:j, vf., lii.e type ana gravtty tn 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 that all liquid hydrocarbons recoverable from the gas by such means will be recovered. The requ irement 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 flared gas), which is defined as all hydrocarbons and gaseous substances not defined 
as oil in subparagraph (A) above, produced from any well on s~d 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 L5 th 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 pa.id or offered to the producer, whichever is the greater; provided that the maximum pressure base 
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) 
degrees Fahrenheit, 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 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 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 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 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 detennined by I) the highest market price paid or offered fo r 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 royaltie.s which would have been due had the gas not 
been processed. 

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

5. MfNIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production. the royalties 
paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise. there shall be due and payable on or 
be fo re the last day of the month succeeding the anniversary date of this lease a sum equal to the total armual 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. 

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

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of 
producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making 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 severance taxes and 
production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's 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 wrinen 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 
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 following manner: 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due 
and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is dJ!~ and 
must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production. accom.RaJJA~~~Wit of the 
owner, manager o r other authorized agent, completed in the fonn and manner prescribed by the General Land Office and showing ih~\t!:Os~am~,lVI.P.!,d 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~..,,~- ~.tnning the .g~Q~~,1~g6nir\isposition .,... •Qn91£'a\ ~ 
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and marke\ value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put imo pipelines. tanks, 
or pools and g~ 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 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 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 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. Lessee shall annually furn ish 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 furni.sh said Commissioner with copies of all contracts under 
which gas is sold or processed and all subsequent agreemerns and amendments to such contracts within thiny (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 pertaining to the production. transportation. sale and marketing of the oil and gas produced on said 
premises, including the books and accounts, rece ipts and discharges of all wells. tanks, pools, meters, and pipelines shall at al l rimes 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) PERMITS, DRJLLlNG RECORDS. Written notice of all operations on this lease shal l be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, 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 ofRa.ilroad Commission forms for application to drill. Copies of well tests, completion rcpons and 
plugging repons shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, 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. 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 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 rcpons. documents or other materials arc not filed in the General Land Office v.hen 
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 HOLE/CESSATION OF PRODUCTION DURING PRJMARY TERM. If. during the primary term hereof and prior to discovery and production 
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or 
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from 
date of completion of said dry hole or cessation of production Lessee 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 sixcy (60) days prior thereto. a dry hole be 
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations 
until the 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 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 
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 
terminate. I fat 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. DRJLUNG AND REWORKING AT EXPIRATION OF PRJMARY TERM. If, at the expiration of the p~ary term, neither oil nor gas is being 
produced on said land. but Lessee is then engaged in drilling or reworking operations thereon. this lease shall remain in force so long as operations on said well or for 
drilling or reworking of any additional well are prosecuted in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days during 
any one such operation. and if they result in the production of oil and/or gas. so long thereafter as oil and/or gas is produced in paying quantities from said land. or 
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION. DRJ.LUNG. AND REWORKING. If. after the expiration of the primary term, production of oil or gas from the leased premises, after 
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 workmanlike manner without 
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and 
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatOry 
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not 
tenninate if the Lessee commences additional drilling or 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 interruptions totaling more 
than sixty (60) days. Lessee shall give wrinen notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-fN 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 !haL until being shut in. was being maintained in 
force and effecL a well capable of producing oil or gas in paying quantiues is located on the leased premises, but oil or gas is not being produced for lack of suiuble 
production facilities 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 Sl.200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph J of this lease docs not specify a delay renul 
arnounL then for the purposes of this paragraph. the delay rental amount shall be one dollar (Sl.OO) per acre. To be effective. each i(\i.tial s_h~f1'dit'S~t) 
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m!!St b~ 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 o r reworldng operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half ( l/2) 
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 pe riod of one year from the end of the primary term, or from the first day o f the month 
following the month in which production ceased. and, after that, if no suitable production facilities or suitable market for the oil or gas ex ists, Lessee may extend the 
lease for four more successive periods of one ( I) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYALTIES. if. c.iuring th~ pc:rioo the: ieasc: is kept irreffect by payment o f the shut-in oil or gas royalty, oil or gas is sold and 
delivered in paying quantit ies from a we ll 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 e ffective 
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 w ithin one thousand ( I ,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (112) to the Commissioner of the 
General Land O ffice and one-half ( l/2) to the owner o f the soil, beginning on or before the last day of the month fo llowing 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 (I ,000) feet o f the lease d 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 with in 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 obl igation of reasonable development nor the obligation to drill offset 
wells as provided in Texas Narural 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 obl igation to drill offse t wells. 

16. RETAINED ACREAGE. Notwithstanding any provision o f this lease to the contrary, after a well producing or capable of producing o il o r gas has 
been completed on the leased premises, Lessee shall exe rcise the diligence of a reasonably prudent operator in drill ing 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 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 producin g pooled unit pursuant to Texas Natural Resources Code 52. 15 1-
52.153, or (3) such greater or lesser number of acres as may then be allocated fo r production purposes to a proration unit for each such producing well under the rules 
and regulations of the Rail road Commission of Texas, or any successor agency, or other governmental authority having j urisdiction. !fat any time after the e ffective 
date of the partial termination provisions hereo f, the appl icable fi eld rules are changed or the well o r wells located thereon are reclassi fied 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 10 said well or wells for 
production purposes. Notwithstanding the termination of this lease as to a portion o f the lands covered hereby, Lessee shall neverthe less continue to have the right of 
ingress to and egress from the lands sti ll subject 10 this lease for all purposes described in Paragraph I hereof, together with easements and rights-of-way fo r existing 
roads, ex isting p ipelines and other existing facil ities 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 ' roduced 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 shal l further 
terminate as to al l depths be low 100 feet below the total depth drilled (here inafter "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 
cons ideration fo r 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 sa id 
termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantit ies from such deeper depths 
covered by th is 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 wel l 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 
term ination 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 retaine d hereunder. The recorded release. or a certified copy of same, shall be filed in the General Land Office, accompanied by the fi ling 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 ninety (90) 
days after being 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 be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the o fficial records of the 
General Land O ffice and such designation shall be binding upon Lessee for all purposes. 

17. O FFSET WELLS. Ne ither the bonus. delay rentals, nor royalties paid. or to be paid, under this lease shall relieve Lessee of his obl igation to protect 
the oil and gas under the above-described land from being drained. Lessee, sublessee, receive r or other agent in control o f the leased premises shall drill as many 
wells as the facts may just ify and shall use appropriate means and drill to a depth necessary 10 prevent undue drainage of oil and gas from the leased pre mises. In 
addition. if oil and/or gas should be produced in commercial quantities within 1,000 feet of the le ased premises, or in any case where the leased premises is being 
drained by production of o il or gas, the Lessee, sublessee, receiver or other agent in control o f the leased premises shal l in good faith begin the drilling o f 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 producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to sat isfy the staru10ry offset obl igation may subject this lease and the owner of the 
soil's agency rights to forfe iture. Only upon the determination of the Commissioner of the General Land Office and with his wrinen approval may the payment of 
compensatory royalty under appl icable s tatutory 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 pre ve nted from complying with any express or implied covenant of this lease, from 
conducting drilling operat ions on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebell ion, riots, s trikes, acts o f God, or 
any valid order, rule o r regulation o f government authori ty, then while so prevented, Lessee's o bligation 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 preve nted, by any such cause, 
from conducting drilli ng and reworking operations or from produc ing oil or gas from the leased premises. However, nothing in this paragraph shal l suspend the 
payment of delay rentals in o rder to maintain this lease in effect during the primary term in the absence o f such drill ing or reworking operations or production of oil 
or gas. 
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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 oo 111e 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, wbc:thc:r 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 represc:nwivc: 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: val ue o f the whole production allocable to any undivided interest not covered by a lease:. less the proportionate development and production 
cost allocable to such undivided intc:resL 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 (1116) 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 afta 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 acrually ret.a.inc:d 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. AliTHORlZED 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. PIPEUNE DEPTH. When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth. 

24. WELL LOCATION Lll'IIUT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without the: 
wrinen consent of the owner of the soil. 

25 . POLLUTION. In developing this area, Lessee shall usc: the highest degree: of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing, po llution 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 usc: all means at its disposal to recapture all escaped hydrocarbons or other 
pollutant and shall be responsible for all damage: to public and private: 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 o r wells, Lessee shal l fill and level all 
slush pits and cellars and complc:tc:ly clean up the drilling site: of all rubbish thereon. Lessee: shall, while: conducting operations on the: leased premises, kc:c:p 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 o ne 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 gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written 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 of this paragraph. 

27. (A) ASSIGNMENTS. Under the: conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either parry 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 represenwives, successors 
and assigns. However, a change: or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges 
and estates of Lessee. impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
division in ownership of the land. rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
representaiives 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 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 o bligations under this lease. If this lease is assigned in its ent.irety 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 o f each, and failure by one or more of them to pay his share of 
the rental shall nO< 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 docs 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 LIMJTA 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 s tockholder or employee of the corporation which is the owner of the soil; 
(5) a partner or employee in a partnership which is the owner of the soil; 

• • • • • • • . . 
• 

True and Correct 
•• copy of 

o r·· i n•t:r tiled in 
e v~County 
Clerl<s Office 



(6) a fiduciary for the owner of the soil; including but not limited to a guardian, ttustee, 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 sum:nder 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. FlUNG OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released. such assignment or release must be recorded in 
the county where the land is situated. and the 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 fil ing 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. AIIy 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 . FlDUCIAR Y DliTY. 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 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 file reports in the manner 
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board. or the Railroad Commission. or if 
Lessee should refuse the proper authority access to the records pertaining to operations. or if Lessee or an authorized agent should knowingly fai l 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 shal l again be subject to lease under the terms of the Relinquishment AcL 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. 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 party. 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 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 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, 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. 

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 
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 for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources 
Code 52.151-52.153. The owner of the soi l agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural 
Resources Code 52. 152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil. their officers, employees. partners. agents. 
contractors, 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 are caused by the 
activities of Lessee, its officers. employees, and agents arising out of, incidental to, or resulting from, the operatiorts 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 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, or strict liability, including attorneys' fees and 
other legal expenses. includ ing those related to environmental hazards, on the leased premises or in any way related to Lessee's failu re 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 ofth1s 
Agreement or any other act 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 coMection with the activities of Lessee, its officers. 
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN. ALL OF THE INDE;'.INITY OBLIGATION ~ 
AND\OR LIABILITIES ASSUMED UNDER THE T E RMS OF THIS AG REEME iT SHALL BE WITHOUT Ll~IITS A.'m WITHO UT REGARD TO 
THE CAUSE OR CAUSES THEREO F (EXCLUDil"iG PRE-EXISTING CONDITIONS), STRJCf LIABILITY, OR THE NEGLIGENCE OF ANY PARTY 
OR PARTIES (INCLUDING THE NEGLIGE:"'CE OF THE rNDDINIFIED PARTY), WHETHER SUCH ~GLivENCE BE SQ.l-&..J.Q[l';(l:.,t 
CONCURRENT, ACfTVE, OR PASSTVE. • • • • TrlfS:3.1'1'tf vOH::~•• • • • t • "'" . , • • • • C(iPY 0 • • • 

; " ~" • o"!1gine1 tiletd-in !· 
Reeves County ,.... ,,. - -
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· 36. 6NV1RONMENT AL HAZARDS. Lessee shal l use the highest degree of care and all reasonable safeguards to prevent conLamination or pollution of 

any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata. amb ient air or any other environmental medium 
in, on. or under, the leased premises. by any waste, pollutant, or contaminant Lessee shall not bring or permit to remain on the leased premises any asbestos 
containing materials, explosives, 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 Liabiliry Act {CERCLA). 42 U.S.C. Sections 9601, et seq.), or toxic 
substances under any federal , state, or local law or regulation ("Hazardous Materials"), except ordinary products commonly used in connection with oil and gas 
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION 
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS A 'D 
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAJMS, DAMAGES, JUDGMENTS, PENAL TIES, 
LIABILITIES. AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES Ai''ID COURT COSTS) CAUSED BY OR ARlSING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROffiBITION OR (10 THE PRESENCE, RELEASE. OR DISPOSAL OF Ai..,Y HAZARDOUS MATERIALS ON, · 
UNDER. OR ABOUT THE LEASED PREMJSES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AND REPAiR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUS ED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER. OR ABOUT THE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF THE LEASED PREMISES IN CONFORi\1ANCE WITII THE REQUIREMENTS OF APPLICABLE LAW. THlS 
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS OT LIMITED TO, LlABrLITY FOR RES PONSE ACTIO S UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTHER ENVlRONMENT AL LAW OR REG ULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF 
TEXAS AND THE OWNER OF THE SOIL WRriTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPO ' 
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPO RECEIVING A NOTICE FROM ANY GOVERNMEI'i'T AL 
AGENCY PERTAINING TO HAZARDOUS MA TERlALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASO , OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Narural Resources Code 52. 171 through 52.190. commonly known as the 
Relinquishment Act. and other applicable starutes and amendments thereto. and if any provision in this lease does not conform to these starutes, the starutes will 
prevail over any nonconforming lease provisions. 

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the counry records and in the 
General Land Office of the State o fTexas. 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 Counry 
Clerk in any counry 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 Counry Clerk fi-om his records) is filed in the General Land Office in accordance with 
Texas Narural Resources Code 52. 183. Additionally, this lease shall not be binding upon the Stare unless it recites the acrual and t:rue 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. 

~~~4£:~ 
TITLE: _____ ~--------

DA TE.___,~~z"'-'-;:.....!.f_~o_J _____ _ 

STATE OF TEXAS 

BY:-:-:-~---,-----~-,-~-,-~~--------­
Individually and as agent for the State ofTexas 

Date: _________________ _ 

STATE OF TEXAS 

BY .. -:-:---::--:--- -:--:--:----:-::- ---­
Individually and as agent for the State ofTexas 

Date: _ ________________ _ 

STATE OF TEXAS 

BY:-:-:---::---:---::---:--::-----:=-----­
lndividually and as agent for the State ofTexas 

Date: _____________ ____ _ 

·rue and Correct 
copy of 

rigiMI fited in • w;.:. ••• 
: e~V.E;~ county •• 
···clef~( ~ i e:. • 

••• • • • •• • 



STATE OF TEXAS 

COUNTYOF MIDLAND 

(CORPORATION ACKNO'Wl.EDGMENl) 

BEFORE ME. the undersigned authority, on this day personally appeared _ _,J~a~c<..!k..!.-..!:E~. --=B::..:l~ac!.k:::.;e=-. ____________ _ 

known to me 10 be !he person whose name is subscribed to the foregoing instrument. as. __ P_r_e_s_i_d_e_n_t ___ _ ______ __ __.:of 

Blake Oil & Gas Corp . andacknowledgedtomethatheexecutedthesame 
for the purposes and consideration therein expressed. in !he capacity stated. and as the act and deed of said corporation. 

JAN R. DAVIS 
NOTARY PUBLIC 
STATE OF TEXAS 

STATE OF -------i.....:s;;~~:.....JI4jt..C.ommission Expires 09-16-2004 

COUNTY OF _________________ __ 

December 

~exas 

(CORPORATION ACKNOWLEDGMEN1) 

BEFORE ME, the undersigned authority, on !his day personally appeared. ______________ _________ __ 

known to me 10 be !he person whose name is subscribed to the foregoing instrument. as ____________________ of 

~~-------------------~--~~-~--------andacknowkdgediOme!hmheexecuted!hesame 
for the purposes and consideration therein expressed, in !he capacity stated, and as the act and deed of said corporation. 

Given under my hand and seal of office this !he ____ day of __________ ___. 19 __ . 

Not.1ty Public in and for-----------

STATE OF _______________________ _ (TNDrvJOUAL ACK.."'OWLEDGMENT) 

COUNTY OF __________________ __ 

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

known to me to be !he persons whose names arc subscribed to the foregoing instrumenL and acknowledged to me !hat !hey executed !he same for the purposes and 
consideration therein expressed. 

Given under my hand and seal of office this !he _______ day of ______________ _ __, 19 _______ _ 

STATE OF TEXAS 

COUNTY OF MIDLAND 

Notary Public in and for ______ ____ _ 

(TNDrviDUAL ACKNOWLEDGMENT) 

Before me. the undersigned authority, on !his day personally appeared, __ C_l_a""'y,__ __ J_o_h_n_s_o_n _____________ _ 

known to me to be !he persons whose names are subscribed to the foregoing instrumenL and acknowledged to me !hat !hey executed !he same for !he purposes and 
consideration !herein expressed. 

Given under my hand and seal of office !his !he __ ~/_4...:...._L_~ __ .day of __ _;_O__;,eo£..:>,c_._e ..... <~{h:=-=b::....:::tb:..!.R-:::..... __________ _,, I&' ZaJo . 
v(}\. ~( c{3102JJ 

Notary Public in and for rrudladd Ccw.&fr fe~( 

frue and Correct 
copy of 

!5:igi~t frie::J in •• : 
~~Etves. G6u!'ltY. • 
• Clerk"s Office • • • 

••• • • • •• • 
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EXHIBIT "A" 

ATTACHED TO A D MADE A PART OF THAT CERTAIN O IL A D GA LEASE DATED 
DECEMBER II 22, 2000, BY AND BETWEEN BLAKE OIL & GAS CORP., 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 this Lease, for all 
purposes this 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. 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. 

. . 

• • • • • • • • , • • • • • • • • • • • 

True and 6eHest 
copy of . 

Original filed In 
Reeves County 

Clerks Otiice 
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ACQUISITL~fSSH.~R OF T i lE GE ERAL LAND OFFICE 3/ 15/2001 
PARAGON #299:Lease Bonus 

PARAGON #299:Leasc Bonus 

Checking 

PURERESOURCES, LP. 

Payment in full of 112 lease bonus consideration due 
the tate of Texas for execution of 
Paid-Up Oil and Gas Lease dated 
February 7. 200 I. by and between the 

tate of Texas by Agent Cassandra M. Walker 
a married woman dealing in her sole and 
separate property, Lessor, and 
Clay Johnson. Lessee, covering all of 

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

(This lease covers lands in the Mcilvain Prospect o. 681 
carved out of the Paragon Prospect.) 

IJ \ 
0-1 Q3.2 0,17 
' 

ACQUIStTL~~R OF T HE GENERAL LAND OFFICE 3/ 15/2001 
PARAGON #299:Lcasc Bonus 

PARAGON #299:Lease Bonus 

Payment in full of 1/2 lease bonus consideration due 
the tate of Texas for execution of 
Paid-Up Oil and Gas Lease dated 
February 7. 200 I. by and between the 
State of Texas by Agent Cassandra M. Walker 
a married woman dealing in her sole and 
separate property, Lessor, and 
Clay Johnson, Lessee, covering all of 
Section S, Save and Except the NW/4 NW/4 
and S/2 NE/4. Block 58. Public chool 
Land urvey, Reeves County. Texas 

(This lease covers lands in the Mcilvain Prospect o. 68 1 
carved out of the Paragon Prospect.) 

lJUJtH:)b 
2.282.79 

2,282.79 

Checking 2.282.79 
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ACOUISITL~i'8m~R OF THE GENERAL LAND OFFICE 3/ 15/200 I 
. PAR/\GON #299:GLO Filing Fee Fi ling fcc due the State of Texas for Paid-Up Oil and Gas 

Lease dated February 7, 200 I, by and between 
The State of Texas by Agent Cassandra M. Walker, 
a married woman dealing in her sole and 
separate property. Lessor, and Clay Johnson, Lessee • , 
covering al l of Section 5. Sav~ and Except the NW/4 N~ i Q 3 2 Q 7 6 
and S/2 NE/4, Block 58, Publ1 c chool Land 
Survey, Reeves County. Texas 

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

005867 
25.00 

X ;2s.oa 

Checking GLO Filing Fees 

PURE RESOURCES, L.P. 
ACQUISIT(.,Q}M:N;100H~R OF THE GENERAL LAND OFFICE 3115/200 I 

PARAGON #299:G LO Filing Fee 

Checking GLO Filing Fees 

Filing fcc due the tate of Texas for Paid-Up Oil and Gas 
Lease dated February 7, 200 I. by and between 
The tate of Texas by Agent Cassandra M. Walker. 
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 chool Land 

urvey. Reeves County. Texas 

(This lease covers lands m the Mcilvain Prospect o. 68 1 
carved out of the Paragon Prospect.) 

25.00 

OQ~~67 

25.00 
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March 21, 2001 

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

~ PURE 'C _,- RESOURCES, l.P. 

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

VIA FEDERAL EXPRE S 

• • • • • • • • • • • • • • • • • •• 

Re: Relinquishment Act Oil and Gas Lease dated February 7, 2001 , by and between The 
State of Texas by Agent Cassandra M. Walker, a married womam 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 chool Land 
Survey. Reeves County, Texas. 
Paragon Prospect No. 299 (Mcilvain Prospect No. 681) 
Miocr·a l File No. 100101 

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 fo llowing fo r your files and further 
handling: 

l. Certified copy of Oil and Ga Lea e dated February 7, 2001 by and betweenThe 
State of Texas, acting by and through it Agent, Cas andra M. Walker, a 
married woman dealing in her sole and separate property, referred to as the 
owner of the soil, Lessor, and C lay Johnson, Les ee, covering the captioned 
lands in Reeves County, Texas, which has been duly filed under Clerk' File No. 
688 to be recorded in the Oil and Gas Lease Records of R eeves Coun ty, Texa . 

2. Pure Resources, L.P. Check No. 5866 made payable to the order of 
Commissioner of the General Land Office of the State of Texas in the amount 
of$2,282.79, repre enting payment in full of lease bonus consideration (112 due 
the State of Texa ) for the above mentioned Oil and Ga Lease. 

3. Pure Resour·ces, L.P. Check No. 5867 made payable to the or·der of 
Commissioner of the Genera l Land Office of the tate of Texa in the amount 
of $25.00, representing the required filin g fee for handling thi matter·. 

Approval of the terms and provisions in leases covering the captioned lands was given on 
I. __ August 18, 1999, under Minera l File No. M-100101. 

500 West Illinois /Aidlond, Texas 79701 office· 915 498 8600 web: l'tww.pureresoums.com 



Texas General Land Office 
Mr. Drew Reid 
Page-2 
March 21, 2001 

••• • . 
• • • • 

. . • • • • • •• • 

• . • • • ; • ~ · • . • • • • • • • • • • ••• • • •• 

Please acknowledge receipt of this letter and enclosures by igning, 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 cou rtesy in this matter. 

WJB/dw 
E nclosure 

Very truly your , 

Land Director 

RECEIVED THI _____ DAY OF _ ____ , 2001. 
TEXAS GENERAL LAND OFFICE 

BY ________________________ ___ 

Drew Reid 
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General Land Office 
Rdioquishmot Act Le.ase Form 
Revised, September 1997 

P AID- U P 
OIL AI'ID GAS LEASE 

1" rue efld ~fed 
copy of 

Original filed in 
Reeves County 
Clerks Office 

THJS AGREEMENT is made and entered into this 1 day of Feb· ~ ~ 0 I, between the State of Texas, acting by and through its 
agent. Cassandra M. Walker , a marrTed woman dea 1.ng in her sole and separate 

property of _ _ ___________________ ~--

~P~-~oL.&.. __..B,_,o"-'x~...~1__.3l..-'Oil.L9.J.,___,R~o~si!..os'-'-, ~C~A~.:!.9...::4!._,9~S::L.!.7c-=---::~----:-~-:------------------'said agent 
(Give Permanent Address) 

herein refem:d to as the owner of the soil (whether one or more), and ___ ..,::C,..::l::-a~y'-:-:-=J-o~h~n-:=:s-=o;...,n.....,._--::::-:-----.---;;::-;.--------
----------------------------------------_.2~0~3~W~e~s~t~W~a~l~lT,~S~t~e~. ~8~0~0~---------------·0f 

Midland, TX 79701 
(Give Permanent Address) 

hereinafter called Lessee. 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid. kept and performed by 
Lessee under this lease, the State of Texas acting by and through the owner of the soil. hereby grants. leases and lets unto Lessee, for the sole and only purpose of 
prospecting and drilling for :md producing oil and gas, laying pipe lines. buildir:g tanks. stori!ig oil and building power stations, telephone lines and other structures 
thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands situated in Reeve s Counr:y, State 
ofTexas, to-wit: 

All of Section 5, SAVE AND E XCEPT the N W/4 NW/4 and S / 2 NE /4, B l ock 5 8, 

Public School Land Survey 

containing 52 0 • 1 3 acres, more or less. The bonus consideration paid for this lease is as follows: 

To the StaJ:e ofTexas: Two Thousand Two Hundred Eighty-two and 79/100-------
Dollars (S_ 2 r 282 79 ) 

Totheownerofthesoil: Two Thousand Two Hundred Eighty-two and 79/100-----­
Dollars (S 2 2 8 2 7 9 

' 
Towbonusconsideration: Four Thousand Five Hundred Sixty-five and 58/100--­

Dollars (S 4 , 5 6 5 • 5 8 

The total bonus consideration paid represents a bonus of Seventy Nine Dollars and No/ 1 0 0 - -------
_ _ _ _ _ __________ Dollars (S 7 9 0 0 ) per acre, on5 7 • 7 9 2 net acres. 

2. TERM. Subject to the other provisions in this lease. this lease shall be for a term of F ive ( 5 ) y e a rs from this date 
(herein called "primary term") and as long thereafter as oil and gas, or either of them. is produced in paying quantities from said land. 
As used in this lease, the term "produced in paying quantities" means that the receipts from the sale or other authorized commercial use of the substance(s) covered 
exceed out of pocket operational expenses for the six months last pasL 

* See Ex~ibit " A " attached f~r Pd- Up Delay ~ental P r o visi?n s sho~n a s P aragrap h 4 0 

on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in 
the ________________________________________ ~--------~~~~--~----~~~-------------~~~-
at or its successors (which shall continue as the depository regardless of es in the ownership of 
said land), the amount specified below; in addition. Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL FlCE OF THE STATE OF 
TEXAS, AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this paragraph shall operate as a rental 
the commencement of a well for one(! ) year from said date. Payments under this paragraph shall be in the follow· 

To the ownerofthe soil: _______________ -=,....c:;=----------------------
Dollars (S:-------------:::~:::::--__ _j 

TotheStateofTexas: _____________________ ~~--------------------------------------------------
Dollars (S·------- ---::,.......:::.....---------' 

TotruRentai: ________________ ~~~------------------------~-----------------------------------Dollars (S ____ -::::>"".c:::... ____ _________ ---' 

In a like manner and upon like paymen enders annually, the commencement of a well may be further defem:d fo r successive periods of one (1) year each during 
the primary term. All paymen 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 nUll 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 other bank, or for any reason fai l or refuse to accept rental, Lessee shall not be held in default for fa.ilure to make such payments or tenders of 

irty (30) days after the owner of the soil shall deliver to Lessee a proper recordable insaument naming another bank as agent to receive such payments 
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, 4 . PRODUCllON ROYALTIES. Upon production of oil and/or gas. Lessee agrees to pay or cause to be paid one-half ( ln) of the royalty 
provided for 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) 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 6th S 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 that all liquid hydrocarbons recoverable from the gas by such means will be recovered. The requirement that such gas be run 
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined 
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant fo r the extraction of 
gasoline, liquid hydrocarbons or other products) shall be 3/1 6th s 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 at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature 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 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 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 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 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 ofliquid hydrocarbons), 

- whichever is the greater. In no event. however, shall the royal ties payable under this paragraph be less than the royalties which would have been due had the gas not 
been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from/as (excepting liquid hydrocarbons) 
whether said gas be "casinghead," "dry," o r any other gas, by fractionating, burning or any 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 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 fo r 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 o f 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 docs not specify a delay rental amount. then for the purposes of this paragraph, the delay rental amount shall be one 
dollar (S 1.00) per acre. 

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

7. NO DEDUCllONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of 
producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making 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 fo r severance taxes and 
production related costs. 

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

9. ROYALTY 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 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 mo nth 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, to~ether with a copy of all documents, records or reports confirming the gross production. disposition 
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and m~etv~ue'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. lfl.esscc pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of5% 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 supponing documents which are not filed when due shall incur a penalty in an amount set by the General Land Otf~e administr.Uive rule which is 
effective on the date when the affidavits or supponing doct.ments were due. fne 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 royal ties 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. 

I 0. (A) RESER YES, 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 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 o ther contracts and records penaining to the production. transponation, 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) PEJU>.crS, DRJLi.ING RECORDS. Written notice c f all operations on this l<:ase shall be s:.~br.1itt:d to the Ccmmissione~ o(the General 
Land Office by Lessee or operatOr five (5) days before spud date, workover. re-entry, temporary abandonment or plug and abandonment of any well or wells. Such 
written notice to the General Land Office shall include copies of Railroad 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, 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 for the purpose of 
identifying wells, tank batteries or other associated improvements to th~ land must also include the word "State." Lessee shall supply the General Land Office with 
any records, memoranda, 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 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 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. 

I I. DRY HOLE/CESSATION OF PRODUCTION DURING PRlMARY 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 fTom 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 
annual delay rental in the same manner as provided in this lease. If. during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be 
completed and abandoned, or the production of oil or gas should cease for any cause. Lessee's rights shall remain in full force and effect without 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 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 fli'St 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 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 rminate. If at the expiration of the primary term or any time thereafter a shut-in o il or gas well is located on the leased premises, payments may be made in 
accordance with the shut-in provisions hereof. 

12. DRJLLfNG AND REWORKING AT EXPIRATION CF PRlMA.R.Y TERM. If, at the expiration of the primary term, neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said well or for 
drilling or reworking of any additional well are prosecuted in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days during 
any one such operation. and if they result in the production of oil and/or gas. so long thereafter as oil and/or gas is produced in paying quantities from said land. or 
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRlLL£NG, AND REWORKING. If. after the expiration of the primary term, production of oil or gas from the leased premises, after 
once obtained, should cease from any cause. this lease shall not terminate if Lessee commences addi[ional 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 manner without 
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas. the lease shall remain in full force and 
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not 
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 interruptions totaling more 
than sixty (60) days. Lessee shall give wrinen notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" meartS 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 quantities is located on the leased premises, but oi l 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 royalty an amount equal to double the annual rental provided in the 
lease, but not less than S 1.200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease does not specify a delay rental 
amount. then for the purposes of this paragraph. the delay rental amount shall be one dollar (SI.OO) per acre. To be effective, each initial shut-in oil or gas royalty 
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m4st 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 latesL Such payment shall be made one-half(l/2) 
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, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend lhe 
lease for four more successive periods of one (I) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royal r:y, oi l or gas is sold and 
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any 
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall 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 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 oflhe 
General Land Office and one-half(l/2) 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 shal l 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 accnJe 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 wrinen approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. 

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended 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. If at any time after the effective 
date of the partial termination provisions hereo f, 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 fo r production purposes. this lease shal l 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-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 fi'om the 
retained lands and fo r the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

(B) HOR1ZONT AL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further 
terminate as to all depths below I 00 feet below the 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 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) !DENT! FICA TION 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 panial 
termination 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. or a certified copy of same, shaH be filed in the General Land Office, accompanied by the filing fee prescribed 
by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90) 
days nf\er being requested to do so by the General Land Office. then the Commissioner at his sole discretion may designate by wrincn instrument the acreage and/or 
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of lhe 
General Land Office and such designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rentals. nor royalties paid. or to be paid. under this lease shall relieve Lessee of his obligation to protect 
the oil and gas 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 facts 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 
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 
drained by production of oil or gas, the Lessee. sublessee. receiver or other agent in conuol 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 producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the 
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his wrincn approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort. 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 valid order, rule or regulation ofgovemment 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, 
fi'om 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 oil 
or gas. 
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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 mongage, taxes or olher 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 lhe 
rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. lflhe owner of the soil owns less lhan lhe entire undivided surface estate in the above 
described land, whether or not Lessee's interest is specified herein, then lhe royalties and rental herein provided to be paid to lhe owner of lhe soil shall be paid to him 
in the proponion which his interest bears to lhe entire undivided surface estate and the royalties and rental herein provided to be paid to lhe Commissioner of lhc 
General Land Office of the State of Texas shall be likewis~ propon:ionately n:ciucea. however, be tore Lessee aajusts lhe royalty or rental due to lhe 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 explains lhe 
discrepancy between the interest purponedly leased under this lease and the actual interest owned by lhe 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 shalllhe Commissioner of the General Land Office receive as a royalty on lhe gross production 
allocable to the undivided interest not leased an amount less lhan the value ofone-sixteenlh (1 / 16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a ponion 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 lhe soil in accordance with Natural Resources Code Sections 52.151-52.154. or 
if, at any time after lhe expiration of the primary term or the extended term. this lease covers a lesser number of acres than lhe 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 lhat 
payments determined on a per acre basis under the terms of this lease during the primary term shal l be calculated based upon the number of acres outside lhe 
boundaries of a pooled unit, or. if after the expiration of the primary term, the number of acres actual ly retained and covered by this lease. 

21 . USE OF WATER. Lessee shall have lhe 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 fo r livestock or irrigation purposes for watcrflood operations 
without the prior consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay lhe 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 so il , Lessee shall bury its pipelines below plow deplh. 

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 oflhe owner of the soil. 

25 . POLLUTION. In developing lhis area. Lessee shall usc the highest degree of care and all proper safeguards to prevent pollution. Without limiting lhe 
foregoing, pollution of coastal wetlands, narural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent 
spillage, seepage or ground water contamination. In lhe 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 batteries 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 lhereon. 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 oflhe 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, wilhin one hundred twenty (120) days after the expiration or lhe termination oflhis 
lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil 
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after lhirty (30) days written notice to lhe Commissioner of the General 
Land Office and to lhe owner oflhe soil. The owner oflhe soil shall become lhe owner of any machinery, fixrures. or casing which arc not timely removed by Lessee 
under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under lhe conditions contained in lhis paragraph and Paragraph 29 of lhis lease, lhe rightS and estates of eilher party to lhis 
lease may be assigned, in whole or in part, and lhe provisions of this lease shall e:;:[end to and be binding upon their heirs, devisees. legal representatives, successors 
and ass igns. However, a change or division in ownership oflhe land. rentals, or royalties will not enlarge lhe obligations of Lessee, dimin ish lhe rightS, privileges 
and estates of Lessee, impair lhe effectiveness of any payment made by Lessee or impair lhe effectiveness of any act performed by Lessee. And no change or 
division in ownership of the land. rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furn ishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a 
cenified copy of such original) when the ownership changed because of a conveyance. A total or panial assignment of this lease shall, to the extent of the interest 
assigned, relieve and discharge Lessee of all subsequent obligations under lhis lease. If lhis lease is assigned in itS entirety as to only pan of the acreage, the right and 
option to pay rentals shall be apponioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of 
the rental shall not affect this lease on the pan oflhe land upon which pro rata rentals are timely paid or tendered; however, iflhe assignor or assignee does not file a 
certified copy of such assignment in lhe General Land Office before the next rental paying date, lhe enti.re lease shall terminate for failure to pay lhe entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to lhe State by the original lessee or any 
prior assignee oflhe lease, including any liabilities to lhe State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwitltstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in pan by 
assignment wilhout lhe prior written approval of the Commissioner oflhe General Land Office, this lease is void.as of the time of assignment and lhe agency power 
of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to lhe owner of the soil iflhe assignee is: 

(I) a nominee of lhe owner oflhe soi_l; . . . . _ 
(2) a corporation or subsidiary in which the owner of lhe soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of lhe soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of lhe corporation which is lhe owner of lhe soil; 
(5) a partner or employee in a partnership which is lhe owner of the soil; · 
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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. !fall or any part of this lease is assigned or released. such assignment or release must be recorded in 
the county where the land is situated, and the 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-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 operations. or if Lessee or an authorized agent should knowingly fail or refuse to give 
correct infonnation to the proper authority. or knowingly fai l 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 infonned of the facts which authorize a 
forfeiture, and when forfeited the area shall again be subject to lease under the tenns of the Relinquishment Act However, nothing herein shall be construed as 
waiving the automatic tennination 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 starutory lien, an express contractual lien on and security 
interest in all leased minerals in and extracted from the leased premise.s, 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 fixrures 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, 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 detennine 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 unitize 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 tenns as shall be approved by the School Land 
Board and the Commissioner of the General Land Office for the pooling or unitizing of the imerest of the State under this lease pursuant to Texas Natural Resources 
Code 52.151-52.153. The owner of the soil agre.es that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural 
Resources Code 52.152. 

35. !NDEMNlTY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil. their officers, employees, partners. agents, 
contractors, 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 are 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 
hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the tenns or provisions of this Agreement, or by any other negl igent or strictly liable 
act or omission of Lessee. Further, Lessee hereby agrees to be liable for. exonerate. indemnify, defend and hold hannless the State ofTexas and the owner of the soil. 
their officers. employees and agents, their successors or assigns. against any and all claims. liabil ities, 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 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 tenns or provisions of this 
Agreement or any other act or omi~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. LXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEl'rfNITY OBLIGATIONS 
AND\OR LIABILITIES ASSUMED UNDER THE TERJ\1S OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITIJOUT REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIO S), STRICT LIABILITY. OR THE NEGLIGENCE OF ANY PARTY 
OR PARTIES (INCLUDING THE NEGLIGE CE OF THE INDEMNlFIED PARTY). WHETHER SUCH NEGLIGENCE BE SOLE. JOINT, 
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36. ENVIRONMENTAL HAZARDS. Lessee shall use !he 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 olher environmental medium 
in, on, or under, !he leased premises. by any waste, pollutant, or contaminant Lessee shall not bring or permit to remain on !he leased premises any asbestos 
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes. hazardous materials, hazardous substances (as !he term WHazardous 
Substance" is defined in !he Comprehensive Environmental Response , Compensation and Liability Act (CERCLA). 42 U.S.C. Sections 9601 , et seq.). o r toxic 
substances under any federal, state, or local law or regulation ("Hazardous Materials"), except ordinary products commonly used in connection wilh oil and gas 
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION 
SHALL CONSTITU1'E A ~lATE~ uRI:AG: ~·~ u O::;;'Au-... 7 O:E~tii uER ANlrLESSEE SHALL INDEMNIFY, HOLD HAJU<ILESS AND 
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAJMS, DAMAGES, JUDGMENTS. PENAL T IES, 
LIABILITIES, AND COSTS (INCLUDING REASONABLE A ITOR.J..,EYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROHIBITION OR (U) THE PRESENCE, RELEASE. OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON. 
UNDER, OR ABOUT TI-I.E LEASED PREMISES DURJNG LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER. OR ABOUT THE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. TillS 
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF 
TEXAS AND TH£ OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. UPO 
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPO RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO HAZARDOUS MA TERJALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE THE EXPfRATION OR EARLIER TERMfNATION. FOR Al\t' REASON, 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 !he 
Rel inquishment Act and other applicable statutes and amendments !hereto, and if any provision in !his lease does not conform to lhese statutes. !he statutes will 
prevail over any nonconforming lease provisions. 

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in !he county records and in !he 
General Land Office of !he State of Texas. Once the filing requirements found in Paragraph 39 of !his lease have been satisfied, the effective date of !his 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 !he County 
Clerk in any county in which all or any part of !he leased premises is located, and cenified copies thereof must be filed in !he General Land Office. This lease is not 
effective until a certified copy of this lease (which is made and certified by !he County Clerk from his records) is filed in the General Land Office in accordance wilh 
Texas Natural Resources Code 52.183. Additionally, !his lease shal l not be binding upon !he Statt unless it recites !he actual and true consideration paid or promised 
for exec~tion of this lease. The bonus due !he State and the prescribed filing fee shall accompany such certified copy to !he General Land Office. 

TITLE: __ -::;:..---::---.-------

DATE:._.......:3_-~/--_cJ.:...,_/ ___ _ 

STATE OF TEXAS STATE OF TEXAS 

BY . ....,..,.--.,..,---,.---.....,...----:---:------­
as sandra M . Walke:rt'}dividually and as agent fo r the State of Texas 

a n her sole and separate property 
Date: _________________ _ 

STATE OF TEXAS STATE OF TEXAS 

BY: BY:--:-:----::---:----:----:---:----:-::------
Individually and as agent for the State of Texas Individually and as agent for !he State of Texas 

Date: Date: _________________ _ 
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STA~EOF ____________________ __ (CORPORATION ACKNOWLEDGMENl) 

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~knowkdgedto meth~heexecu~dthesame 
for the purposes ~d consideration therein expressed, in the capacity stated. ~d as the act ~d deed of said corporation. 

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

Notary Public in ~d for-----------

STATE OF __________________ __ (CORPORATION ACKNOWLEDGMENl) 

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 

~--------------------------------~--·~dac~owkdgedtometh~heexecu~dthesame 
for the purposes ~d consideration therein expressed, in the capacity stated. and as the act ~d deed of said corporation. 

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

STATE Q_F CALIFORNIA 

COUNTY OF \'(\a' ~ v-......_ 

Notary Public in ~d for _________ __ 

(JNDfVIDUAL ACKNOWLEDGMENl) 

Before me. the undersigned authority, on this day personally appeared Cassandra M. Walker , a married 
woman dealing in her sole and separate property 

known to me to be the persons whose names are subscribed to the foregoing instrument. ~d ac~owledgcd to me that they executed the same for the purposes ~d 
consideration therein expressed. 

Given under my !anl ~d ~al..?f,g,ff);e *-isJ!le a::?{ 
) ·~ • . 7 J .P. SHAW 

STATE OF 

' ,. COMM. #1243416 ~ 
•& ! NOTARY PUBLIC· CALIFORNIA :2 

PRINCIPALOFFICEINMARINCOUNTY 

TEXA~ v'~'v'-='' v"'~"''v../ J~vzo:g:n.~,:es.gec..:,3so<'z ( 

COUNTY OF ___ M_I_D_L __ A_N_D __________ _ 

(JND!VIDUAL ACKNOWLEDGMENl) 

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 fo regoing instrument. and ac~owledged to me that they executed the same for the purposes ~d 
consideration therein expressed. ~ 

Given under my h~d and seal of office this the __ {;9___..e _____ day of .ffiata .4JJ ZQQ I 
iPG~. '-'~~~~.i>~rG?~J:Jl.__ 

M. K. BRASUEL 
MY COMMISSION EXPIRES 

Oc1ober 19, 2004 

••• • • • •• • 
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CALI FORNIA ALL-PURPOSE ACK NOWLEDGMENT 
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State of C.alliornia 

} ss 
County of \'1\ c- ' ~ 

, before me, -----:-:--~-==:-::-~:;::::--;~-;:;-;;:-::-:-~:-:--:-:-~-'-';;::.,-0~-:-;:-:-:-::---
Name and Title or Off'ocer (e.g , "Jane Doe, Notary Publoc") 

On 6---d-/-D \ 
Date 

personally appeared c ass.c.--ds: ~ 

Place Notary Seal Above 

~\c:.\{2_ '-.Nc\~0\ 
Name(s) or Stgner(s) 

0 personally known to me 
!;>4>roved to me on the basis of satisfactory 
evidence 

to be the person(s) whose name(s) is/are 
subscribed to the wi thin instrument and 
acknowledged to me that he/she/they executed 
the same in his/her/their authorized 
capaci ty(ies), and that by his/her/their 
signature(s) on the instrument the person(s), or 
the enti ty upon behalf of which the person(s) 
acted , executed the instrument. 

WITNESS mY. 

OPTIONAL ---'----------
Though the information below is not required by law, it may prove valuable to persons relying on the document 

and could prevent fraudulent removal and reattachment of this form to another document. 

Description of Attached Document 
Title or Type of Document: ----------------------------

DocumentDate: __________________ NumberofPages: __________ _ 

Signer(s) Other Than Named Above: --------------------------------------------

Capacity(ies) Claimed by Signer 

Signer's Name: -------------------------
0 Individual 
0 Corporate Officer- ntle(s): 
0 Partner- 0 Limited 0 General 
0 Attorney in Fact 
0 Trustee 
0 Guardian or Conservator 

0 Other: --------------------------------------------------

RIGHT THUMBPRINT 
OF SIGNER 

Top of thumb here 

Signer Is Representing:----------------------- '--------' 

0 1999 Nabon:ll Notary Assoaaoon • 9350 De Solo Ave , P 0 Box 2402 • ChaiSWo<U't, CA 91313·2402 • www nabon:llno!ary org Prod No 5907 Reo<der: Colt Toi·Froe HIO(HI7CH;S27 
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EXHIBIT "A" 

ATIACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
FEBRUARY 7, 2001, BY AND BETWEEN CASSANDRA M. WALKER, A MARRIED WOMAN 
DEALING IN HER SOLE AND SEPARATE PROPERTY, 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 this Lease, for all 
purposes this lease shall be a fully Paid-Up Oi l & 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 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 th is Lease. 

·:· , ~ . .. .. .... . . . . . . . ..., .. 
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