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PAID UP 

OIL ANO GAS I. EASE 

TillS AGREEMENT Is made and entered Into thls21 Stday o~f-=Ma~y...._ ___ l9~ between the Stale ofTua.t, acting by and throush Its 

agcnt·---~~~i~y""'=w-F~~ ...... ~~I: .... nllf~::!.l.,ll. ...... d~Ji~~~I~· _,a__,w~i=dow=-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_::-_-_-_-_-_-_--.-C'7"'-_-_-_ 
-------1Dbloiilii'bl=l4,l&a,ss7,-......:.j,TX*--~7~5>..2""0,~-;9;~------""';";::;-;---;:----:-;--;-:--:-------------·-----sald agent 

(Give Permanent Addrcu) 
herein referred to a.t tho owner of the so li (whether one or more), and ____ CLA~~Y"-:-::'Ji=07HN~SON~!:..!....-=--:-.,.----,onoc,..---------

203 w. ·wall, suite 800 
Midland TX 79701 

(Oive Permanent AddreuS 
here Inaner called Lessee. 

I. ORANTINO CLAUSE. For and In consideration of the amouniJ stated below and of the covenants and agreements to be paid, kept and pcnormed by 
Lessee under this lease, the State ofTexa.t acting by and through the owner or the soli, hereby grants, lea.ses and lets unto Lessee, for the sole and only purpose of 
prospectlna and drill Ina for and producing oil and ga.s, laying pipe Jines, building tanks, storing oil and building power stations, telephone Jines and other structures 
thereon, to produce, save, take care of, treat and uansport said products of the lease, the following lands situated In Reeves County, State 
ofTexa.s, to-wit: · 

A 11 of Sect ion 6, B lock 58, PS L Su n ·ey. 
This is a PAID UP LEASE. Su bject to the other prol'i~io n~ herein contained, this lease shall remain in fo rce without rental payments 
o r furthe r payments othe r th a n roya lt ies he rein provided for ll term of five (5) years from t h~s date (called "~ rimary ~erm"): nn~l so 
lo nu thereafter as oil o r gas (ei ther or both) is produ ced from ~aid land or land pooled therell'lth, or the lease rs othen~·•s.e mmn tarned 
as ; rovided he rein . The Depos ito ry Ban i; ;and amount li,tcd in paragraph 3 below is in reference to the pnymcnt of mrnrmum royalty 

in acco \·d;rnce withJlaraoraph 5 below. 
contain ng 6 0 2] acres, more or less. Titc bonus consideration paid for this lease Is u follows: 

••• • • • ••• 
•••• • • • •• • 

• •••••• • • 

To the State ofTcxa.t:. __ ...:.FOUR~~,.:TH~OU:-=S::..:;AND.=..:.:7-=THREE==::.......:.HUND.:..::..:.==RED=:........:TWENTY:........::........::...._-ONE_;_ __ AND __ 3_5...:./_1_0_0 _______ _ 
Doll liS ($ ___ ..;:.~4'4-'"""3""'2 ..... 1 ...... ,.,3 .... 5 __ _,) 

To the owner of the soll :._-=.rFOOR~~TH~OUrS:;;;AND..=..:..::=:--=THREE==:........:.:HUND~.;;.RED::.:::~'IWENI'Y::..;_:=-..:__-ONE_.:....:.-=--AND-· _3_5..:../_1_0_0 _______ _ 
DoiiiiS (S ___ t..~...:=-'-'-='-----' 

To~lbon~com~«~~n:~E~I~~~-TH~OU~S~.AND~~S~I~X~HUND _ _ RED __ ~_R_~---~ __ AND __ 7_0_/~1_0_0 ________ _ 

Doll liS (s __ ~a'-f., ..... 6c::x4:s..2-·.L7 ..... o __ _,) 

JlltJol)l bonus consideration paid represents 1 bonus of-=_~F,.:I;::F:.c'l::-'Y~-::.FOUR..::...::.::...:.......:AND-=:::._~N....:0...:./_1_0_0 __ --....,...,..-..,..,.~---------
• .. DoiiiiS ($ 54 . 00 ) per acre, on 160. OS net acres. 

• • 2. TERM. Subject to the other provisions In this lca.te, this lease shall be for • term o f five ( 5 ) years /Tom this date 
!(hl~~t!Acalled "primary tenn") and a.s long thereafter a.s oil and ga.t, or either of them, Is produced In paying quantities from said land. 
As used In this lea.tc, the lcnn "produced In payln& quantities" means thai the receipts from the sale or other IUtilorlz:cd commercial usc o r the substancc(s) covered 
exceed out of pocket operational expenses for the s he monlhs last pa.tl. 

3. BEI..AV RErn~#\lB. If no well Is eonlliiCIICcd 011 the leMetlprendJcJ on or hef:Jue &lie (I) )CL f•oun lhls date. this leac shallleualualc, uulcss 
P" ur he'il•e w c h aoolvcner:y date Leu co 1lull pay or lon•hr le tho e•'IRif ef lho 1911 er Ia his ere lilt In 
tl1e Dank, 
at 01 lb suteclloii (which •hall eontlnae 11:1 the oieposlter) IC&Itoileu efehausu In lila e nn11ahll' of 
,,Jd l a g d), the •mn"n' •prc11ied bcloa"i 1n tddlt;on1 

1 ·rrst ct. til pt)' lU ltRiltr te la.e 'i'Qt U USSI9t1Eft 8F Tllf! 8ettEfb'tt; tAif" 61'1'1CI! OP 1 II! 5 I A I 2 OF 
TEJfs\S, •*•T ,,U&Titl, TEXu*tS, allka Jttrut eft er haMre Jsld .tate. Ps)nltfttt ~ftlltr thlt P••s•spl: shall op61&lo 4ld a ucuslal wucl shall eotct the pahllege uPdcftuhil 
!'<• UIMitUAGIAIIAI ef1 wall fer uu (I)) 111 fURl ul~ ~111 PaymeniJ under this paragraph shall be In the followlna amounu: 

To U1c owner of the soii: ___ ----:E~I~GHTY~~-=OO=LLARS===;._;:_AND=:__:0:..:2:.:/_1 __ 0:..0:........-:----------------- -
Dollan ($ 80-..02..... 

To the Stlilc of T'-ex_a.t_: ____ __..F...,T"-GHTY~"'"---m-=-r:-J:-,:-A::R-::$--A:-::ND-=---:::Q:-:;3:-/r:J:-:Q~Q~.J 

DollarJ (S _ _ ____ B..O....u..u.__....0 .... 3.. _ __ --=-=--=~~--::-=-r~) 
Total Rentai :-;;:--------""':OO~;;--....JHT~JNDLJU....IRJ..>.L.<ED...._ ..... su.r..oXTY .......... --"'A""NDI.LL.. .... o..,.5.u.Zc...1w0'70"------------------

Dolla,.., cs-:--_____ ....J1._.6 ...... o ......... o ...... s....._ _________ ___,) 

In alike ntllftner llftd ttpon like pa)men~ e r leRdef'! MRuall)•, the ;emmoR&omeRI sf a wall lftl)' llo llutlier deJe"ed fer tueccs:she periods of one (I) )til each duiln& 
Wtt prhn.., UIIM 'II P•>·••••• or •••d•~ ofrrAtrl so ·~s o·uAer ofsb~ toll Alii)' be ••"• b)' ea.erlt vr el&~t .. ,.A aflseteee1 er M) Malsftet eftf\IJieMt, Mtlrna) he 
delli ercd en er hofero tho ;a Rial p1)'1A8 11111. If tho bank deslanated In this paraaraph (or Its aucceuor bank) ahould uasc to exist, a us pend business, liquidate, fall or 
be succeeded by another bank, or for any rea.ton fall or refuse to accept rental, U:sseo shall not be held In default for failure to malce auch payments or tenders of 
rcnral until thirty (30) days after the owner of the soli shall deliver to Lessee a proper recordable Instrument naming ano ther bank a.t agent to receive such paymenu 
or tenders. 

True and Correct 
copy of 

Original fi led in 
Reeves County 

Clerks Office 



4. l'ftOIJUC'IION ROYAL TIES. Upon producllnn o f oi l ~111JJ111 gn.s. l.c~~cc agree~ In pny nr cau~c In he pnid o ne- hnlf ( 112) nflh<',H~y nll y -
I. 

pru v:tle ll lin in I his lca.~c lo lire Conuulssioner of lhe Gcncrnl l .antl Ullicc o f the Slalc of l'cxn.~. ol Ausrin. l'cxn~. nml nne-hnl f ( 1/2) of such ruyall)' to the owner or 
lhc soli· " 

(A) 0 11.. lloy11lly payable on oil, which is tlelinetl RS inclutlirrg all hydrucnrbnns prudncetl in a lirtnicl fnrrn atlhe mouth of the well and also liS all 
condensnlc, dis tillate, amJ o lhcr liquid hydroc arbons recovered fro m oil or gas run lhrough n scparalor o r olher crtuipment, as hereinaner provided. shall be 
_ __ 3 / 16 part o f ti re gr oss product ion or lire rnnrkc1 value thereof, 11tlhe upliun o f lire owner oflhe sni l or lhe Cunnnlssloncr of lhc 
General l.nnd O llic c, such value to be delermined by I ) the highes t posled price , plus premium, if 11ny, o llcretl or paid for oil, condensnle, dislillalc, or nlher lhJnld 
hydr ocnrhons, respectively, o f a like lype and gra vity in thc_gcncral Rrell where prntlnecd ami when run, 01 2) lhe hi~thesrmnrkel price lhcrcufoffcrecl mp11lrllnlhc 
~tenc r nl nren where pr udnccd and when11111, or J) the gross proceeds ofth~ snle rhbeuf. whichever is rhc grenler l.es~ec n~treu lhal he lu re any gRS pr udnccclliwnlhe 
len.~eclprem lseJ Is sold, used o'r processed In a plant. It will he"'" free of cusltn lhe rnynlly owner~ rlunn~th nn nclec1nn1c uil nrul gns scpnrnlm o f cunveull;urnll)'pe, nr 
ulhcr ec1ulpnrcnt Rl lcRSt as cniclcnt, so tlrat all liquid hyclrocar lw ns rccovcrahlc lioru lhc ~tns hy such mcnm will he recuveretl. 'I he rec1ulreurcul lhftl such gn< he run , 
lhwugh n sepnralor or ulhcr equlprnentmay be waived In wrlllng hy lire royally owners UIKur such terms nucl curulitinns liS they prescrlhe. • 

(II) NON l'llOCESSEU OAS. lloyslty un~tny gM (lneh nllng llnretl gn~). which h clellnecl M nil hyclmcnrhuns nnd gn~cnus suhsrnuccs nul clclin~cl 

1\S nil iu snhpnragra1>h (A) 11bove, produced fro m ""Y well on Jnld lancl jcxcel>l as provlclccl lrcrcln with rcspecttu giiS processed ln 11 plnnl for lire extrncliun nf 
gRSu linc, li•tuid hydrocarbons or or her produc ts) shall be 3/1 6 pllll o f I he gross pr oduction o r the lllillkct nine thereof. at the o ption of the 
owner of the so li or the Commissioner of the Gcnc.ral Land Ollicc, such value to be based o n the lrighcslmnrkct price paid or o ffered for gas o f cornplllablc quality In 
the genernl srea where produced 11.1rd when run, o r the gross price pnid or offered to the producer, whichever is the ~rcnler ; provided tlrllttlrc tniiXimulll pressure l>ll.~e · 

lnmeRSurlng the giiS under this lease slr11ll not al any time exc.:ccl 14 .6~ pounds per SIJUnrc Inch nhmlulc, 11111.lthe Slnlllll\rcl hRSc lcnrpcrlllllrc :~h11 ll he s ixly (liO) 
clegree• Fr~luenhclt , correcllon to he made for pressure accord ing h> Jloyle's LRw, nnd fur speclllc grAvity nccorcling hi tesls mArie by the llnlnncc Mcllrnrl 01 h)• lhe 
mnst nppr oved method of tesllng being used by the lndusrry 111 the time of resting. 

(C) I'ROCESSEI> OAS. Royalty on any gns pruccssed ln11 gasulinc plnnl ur ulher plnrrtliu the rccuvcr y u f gnsollnc or nllrer liquid hyrlr ucnr hnns 
shnll he ---- 3/16 pArtnf I he residue g11s sud the liquid hydrucnr hnns cxlrnctcd o r I he mnrkct value thereo f, at the o pllun of the 
owner of the soli or the Commissioner of the General Land Ollicc. Allroyalllcs due herein shall be bRScd on one hundred percent ( I 00%) or tire lola I pllllrl 
production o f ro:siduc ga.~ allributable to gas produced from Uris l en.~c . And o n 111\y pcrcenl (50%), or thnl percent Accruing to l.css~c . w hichever Is the grcAicr . u f I he 
tulnl plant production of liquid hydrocnrbons allrlbutAblc to lhc ga.~ (olt ntluccrl from this lcn~c; pr oviclctl lhnl if liqnicl hyclrucnrhnns 111e recnverctl fro m (tM pwccs<ccl 
ins plant in which Lessee (or Its parent, subsidiary or alliliale) owns anlnlerest, lhcnlhc percentAge Appl icAhle In llqnid hydroc11r buns shAll he liOy percent (SO%) or 
the highes t pcrcenl fttcruing lo s third party processing gRS lhrough such plantnndcr a process ing Agrccnrcnlncgolintcd at arm's length (or if lhcrc Is no such lhircl 
pArty, the highcsl percent then l>elng specified In processing Agrecrncnts m contrncu in I he huhrstr y). whichever i< lire grcnlcr. 'I he respective roynlllcs nn rcslclne (tO< 
111111 tll r llquid hyclr ncnrhnrrs shAll he dclerrnincd hy I) lire hl(l.hcslrunrkelpricc paid ur n llcrccl fur nny gn~ (ur lic1uhl hyclrucnrhuns) ufccunpnrnhle cpcnllly lnlhe 
general nrcn, o r 2) the gross price p11id o r oiTered for such residue gM (or lhc weigh led 11vernge g ross selling price for I he respecrlve grades of liquid hydr ocnrhons), 
whichever is lhe greater. In no everrl, however, shall the royalties payable under this parngrnplr be less 1h11n lire royalties which would have been due had the gRS not 
been processed. 

(l>) UTIIER I'RUUUCTS. !loyally orr car bon black, sulphur or any o ther product.s produced or mrutufocrurcd fr om gas (excepting liquid lrydrucnrhuns) 
whether said gas be "cll.~lnglrcad," "dry ," or arry ollrcr gRS, by fractio nating, buruin g or any other prnccssing shnll be 3/1 6 part of lhe 
gross pruduc rlon o f such products, or tire market value thereo f, at the option of the owner o f I he soil or I he Commissioner o f I he Gcnernl l.11nd Office. ~uch mnrkct 
value 10 he determined IL~ fo llows: I) on the ba.~ls o ftlte hi ghest market price o fench prnducl fo r the ~Anre nrnnlh In wh ich such pruductls produced , or 2) o uthc 
ht¥Ts.o'nlle a verAge gross sale price o f each pro duct fur lire snme munlh In which such products nrc pruducctl ; whichever is the greater . 

• •• 
• • •: • • S. MINIMUM ROYALTY. Uurlng any year a ncr the expirnlion of the primary term of this l ell.~c. iflhis lcn.se Is maintained by production. lhc roynltic~ 

paill,nlll~ this lease in no e vent shall be less than an amouul cr1ualto the to tal 8111111111 tlelny rentnl herein proviclcd; o lhcrwlse, lherc shrdl be due and pny nhle o n r•r 
bcfutc the last day of the month s ucceeding the anniversary dale o f Uris lease a SUIII equal to the loin I 81111nnlrcn1RIIess I he amo unt o r roy allies paid during the 
p'-ef,'Lil'C year. If Paragraph J o f this lease docs nol specify 8 delay rental 81nount. then for the p urposes o f this pangraph, tire delay rental 81no unt shall be one 
do"ar (S t .OO) per acre. 

•• • • • • 
• • • 6. ROYALTY IN KINO. No twitii.Sianding 11.11y other provision in this lease, at any lime or from lime lo time. tire owner o flhc soli or Urc Commissioner 

of IIIC General Land O ffi ce may, at tire option o f citl1cr, upon not less tlr81r s ixty (60) days notice lo the ho lder o f the lease, require that tire payment of 11.11y royalties 
attlflling to such royally owner under tltis lease be made in kind. Tire owner of tire soli's or rhc Commissioner of the General Land Office 's right to take il.s royally in 
k+n! ,._, nul diminish or negate llrc owner of the so li 's or the Commissioner o f tire Ucncrall.and Unite's rights or Lessee's obligations, whclhcr expre ss o r Implied. 
under this lease. 

7. NO DEDUCTIO NS. Lessee agrees tlralall royalties s ccr uing under this lease (incl ud ing those pnicl in kind) shnll be without deduct ion for the cost of 
1 

produc ing, gnthcrlng, .storin'g, separating, treating, dchyU'iating, compressing, processing, lrnnspo rling, And nlherwise making lhe oil. gas nnd olher protlucu 
hereunder ready fur sale or usc. Lessee agrees to compute and pay royallics o n the gross value received, lnclnding any reimbursements for scvcrarJcc I axes nnd 
productio n related costs . 

8. Jli.ANT fUEL ANI> RECYC LEU GAS. '!<II\ roynlly shnll be payable un any gi\S RS rnny repr esent I his le ase's prnportlooAic share o f lliiY fire I mccl tu 
process gns produced hereunder In any processing plant. Notwiths tanding 11ny other provision o f this lcll.~c . and subject to the wrlllcn consent o f lire owner o f the ~ni l 

and the Cnmmlsslo ner of the UencrRI Land Office, Lessee rnny recycle gM fur ga.~ Ill\ purposes on the lcMcclprcrni~es or for lr~cctlnnlntn nny o il or gM lll llthrcing 
linmnllon underlying the leased prenibes aner the liquid hydr ocnrbuns cunllllncd in the g115 lrnve been rcmnvcd; no royalt ies shall be payable on the rccrcled gM 

· until it is produced and sold or used by Lessee In a mlllmcr wh ich entitles the royalty cl\vncrs to a royAlty nnclcr this lcn.sc . 

9 . ROYALTY I' A YMENTS ANU REI'O RTS. Allroynllles nnllnkcn In kirul shall he pnld lo the Cumml~~ioner nf lhc Ocnernl l .nucl O llicc nt An~l ln, 

TcxiiS, In the li11iuwlng manner: 

Jlayrnent o f royalty o n production of o il and gas shall be as prov ided in I he mlcs set follh in the Tcxl\.~ llcgislcr. Rules currently prov ide thnt my ally on o il Is due 
and must be received In the General L81rd Office on or befo re tire Slh day o f tire second month succeeding the month of pro duction. And royalty on gas Is due ami 
must be received in the G eneral Land Office on or before lhc ISih dny o f tire secontlmonlh succeed ing the month o fproduction,accumpnnicd by the sllid11vil nf lhe 
owner, manager or oUter authorized agent, completed in tl1c form 11.11d m81rncr 'prescribed by tl1e Gcnersl L81rd Office and showing tire gross 81nount 81td disposition of 
all o il and gas produced and tire m81kel value o f the oil ond gas, together wilh a cop y of all documerrls, records or reports conflrmirrg tire gross prodncriun. disposition 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Off1ce 



/ v: ~ ~ 
and niarkct value including gas meter readings. pipeline receipts, gas line receipts and other checks o r memoranda of amount produced and rut into pipelines. tanks, 
o r P•>ols and gas lines or gas s torage . and any o ther reporu or records which the General Land Ollice may require to verify the gross production. disposition and 
marl:c:l value. In a ll cases the: authority o f a manager or agenl 10 acl for I!Je Lessee: herein musl be liled in I he General Land Office Each royally payment shu It be 
'accompanied by a check s tub. schedule, summary o r olher remiuance advice showing by the assigned General Land Office lease number the amount of royalty being 
paid on each l c~e. If Lessee pays his royalty on or before thiny (30) days aner the royalty payment was due, lhen Lessee owes a penalty of 5% on the royalty or 
$25.00, whichever is ~:realer. A royalty payment which is over th iny (30) days late shall accm e a penalt y of 10% of the royalty due or $25.00 whic hever is greater. 
in al!dilitlll Ill a penalty, rnyalties shull nccn1e interest at a rate nf 12% per year; such interest will hegin accming when the royalty is sixty (60) days nvcrduc: 
Allillavits and suppon ing documents which are not llled when due shall incur a penalty in an arnoum set by the Genera l Land Office administrative rule which is 
eO'c:ctive o n the dale when the affidavits or suppon ing documen ts were due. The Lessee shall bear all responsibility fo r paying or causing royalties to be paid as 
prescribed by the due dale provided herein. Paymenl of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law 
nn r uctto pns1pnne the date on which royalties were o rit:inall y due. The above penally provisions shall not upply in cases of title dispute as to the S tate's puniun o f 
the: royalty or to tha i ponion of the royalty in dispute as 10 fair market value. 

10 . (A) RESERVES, CONTRACfS ANO OTI IER RECORDS. Lessee shall annually furnish the Commissioner of the: General Land Office with 
its best poss ible estimate of oil and gas reserves underlying this lease or allocable to lhis lease and shall furnish said Commissioner with copies of all contracts under 
which gas is sold o r processed and all subsequent agrec:merns and amendments 10 such contracts within thiny (30) days al\er entering into or making such contracts, 
agreements or wnendmcnts. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land OOice unless 
otherwise authori~ed by Lessee. All other contracts and records penaining to the production. transpo nation, sale and marketing of the oil and gas produced on said 
premises. inc lud ing the books and accounts, receipts and discharges of all wells. IWikS, pools, meters, and pipelines shall at all times be subject to inspection and 
exam ination hy the Commissione r o f the General Lund Onice, the Allomey General, the Governor, or the representative of any of them. 

(B) PERMITS, ORILUNG RECORDS. Wriuen notice of all operations on this lease shall be submined to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud <late, workovcr, re-entry, temporary abandonment or plug and abandonment of any well o r wells. Such 
wrinc:n notice to the: General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion repons and 
plugging reporu shall be supplied 10 lhe General Land 001ce atlhe time they are filed with the Texas Railroad Comm ission. All applications, permits, reporu or 
other fi lings that reference this lease or any specific well on lhe leased premises and that are submilled to the Texas' Railroad Commission or any o lher governmental 
agency shall include the word "State" in lhe title. Additionally, in accordance with Railroad Commission rules, any signage on lhe leased premises for the purpose of 
identifying wells, tank baueries o r other associated improvements to the land must also include the word "State." Lessee shall supply the General Land Office with 
any records, memoranda, accounts, reporu, cunings and cores, or o ther infonnation relative to the operation of the above-described premises, which may be 
requested by the General Land Office, in addition 10 those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the 
bore-hoi.: section, from the base of the surface casing 10 the to tal depth of well , o f all wells drilled on the above described premises and shalllransmit a tme copy of 
the log of each survey o n each well to the General Land OOice within fifteen (IS) days aner the making of said survey. 

I 
(C) PENAL TIES. Lessee shall incur a penalty whenc\•.:r reporu, documents or other materials are not filed in lhe General Land Office when 

due. The penalty fo r late filing shall be set by the General Land Ollice administrative ru le which is c:ITc:ctive on the date when the materials were due in the General 
l.w1d O llice . • •• • • • 
• • • II. DRY IIOI..EICESSATJON OF PROOUCriON OURING PRIMARY TERM Jf. during the primary tcnn hercor and prior 10 discovery and t raduction 

. rJi% ~r.gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and af\er the discovery and actual production of oi l or ~ 
g~s·lro1T1 the l.:as.:d premises such production thereof sho uld cease from any cause:, I his lease shall no t terminate if on or before I he expiration o f s ixty (60) days fro m ,: 
daf.: o f completio n o f said dry ho le or cessation of production Lessee commences additional drilling o r reworking operations thereon, or pays or tenders lhc;next 
~Q~~elay rental in the same: manner as provided in this lease. If, during the last year of the primary term o r wilhin sixty (60) days prior thereto, a dry hole be 
ctlmplc!led and abando ned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in fu ll force and eiTeet witho ut fun her operations 

o~ •11Tiltlt expiration of the primary term; and if Lessee has not resumed production in paying quantities atlhe expiratio n of lhe primary term, Lessee may maintain this 
l!asc 'b,. conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of lhe primary term as the date of cessation of 
prMuction 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 

: r'fimary 1enn hereof, Lessee may r;sume payment of the annual rental in the same manner as provided herein on or before lhe rental paying date following the 
• cx11t,..tiun o f sixty (60) days from the date of completion of such shut-in oil or gas well and upon I he fuilure 10 make such payment, this lease shall ipso facto 

h:nu inuh: . lfullhc: cxpirulion uf the primary lerm ur uuy tilne lhc:reoller a shut- in oil or llllS we ll is located o n lhe leased premises, puymcnls muy be made in 
acconJonce with the shut-in provisions hereo f. 

12 DRII.I .ING AND REWORKING AT EXPlltATION Of' I'll IMARY TERM If. at the expiration o f I he primary term, neither o il nor gas is being 
pr,>duc.:•l o n said land , hut l..:ssec: is I hen c:n~:aged in Jrill in~:ur rcwo•l:in~:upcrat ions thereon. this lease shall remain in force so long as operations ou said well or for 
drill ing or rewo 1king of any additio nal well arc prosecuted in ~:ood faith ~·td in worlanunli~ e manner without imem1p1ions totaling more than sixty (60) days durin~: 
any one such operatio n, and if they result in the production of o il and/or gas, so long lherc:aOer as oil and/or gas is produced in paying quantities from said land, or 
paymelll of shut-in oil o r gas well royalties or compensatory royalt ies is made as provided in this lease 

13. CESSATION, DRILLING, AND REWORK ING If. aner the expiration o ft he primary tem1, production o f oil o r gas from lhe leased premises, atler 
once obtained, should cease from any cause. th is lease shall not temlinale if Lessee commences additional drill ing or reworking operations within sixty (60) days 
a fter such cessa1ion, a nd this lease shall remain in fu ll for.:e anti ciTeel fur>~> long as such operations cominue in good failh and in workmanlike manner without 
inlermplions 101aling more than sixty (60) days. If such drilling or rcwo1~U1g operations result in the production of oil o r gas,lhc lease shall remain in full force and 
c:lfcct fur so lo ng as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well roy a lues ur paymenl of compensatory 
royaltie s is made as provided herein or as provided by law. If the drilling or rewo rk ing operations result in the completion of a well as a dry ho le:, the lease will not 
terminate if the: Lessee commences additional drilling or reworking operations wi thin six ty (60) days a Ocr I he completion oft he 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 six ty (60) days. Lessee shall g ive wrillen notice to the General Land O ffice within thiny (30) days o f any cessation of production. 

14 S IIUT-CN ROYALTIES. For purposes of this paragraph. "well" me ailS any well lhal has been assigned a well number by lhc stale agency having 
jurisdict ion over the productio n of oil and gas. If, at any l ime oll.:r the expiratio n o f the primary 1em1 of a lease that. until being shut in , was being maintained in 
force und clli:cl, a well ca1>ablc o f producing oil or gas in paylllll quantities is located on the leased premises, but oil or gas is not being produced fo r lack of suitable 
prnducuo n 1a.:1liues or lack o f a suitable mar~el, I hen I c:S>CC ntay pay as u shui-Ul 011 or ll~S royally an a1noum ettuallo double the an nual rental pro vided in the 
lease, but nu l les> than S 1,200 a year for each well capable: of producing oil or gas in paying quantities If Paragraph 3 of this lease docs not specify a delay rental 
anlOIItll , I hen lot the purpoSe> o f II II> paragraph , I he tlclay rcn'f rue"anlall~'dP~~ar ($I 00) per ucrc To be ciTcclive, each initial shul -inuii or gas royally 
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must be paid on o r before : ( I) the expira tion of the primary term. (2) 60 days aficr Ute Lessee ceases to rroducc oil or gas fro m the leased rrcntiscs. o r (J) 6'[ J~ys 
:~Ocr Lcsstc comple tes a drilling or reworking operation in accordan ce w ith the lease provisions: whichever dntc is latest. S uch payment shall be rnnde onc-hnlf(l /2 ) 
to the Commiss ioner o f the General Land O ITicc and one-half ( 1/2) to the owner of Ute soil. If Ute shut-in oil or gas royalty is paid . the lease shall be considered to be 
a producing lease and the payment shall extend Ute term o f Ute lease for a period of one year from the end o f the primary tcm1. or fro m the tirs t day of the month 
fo llowing the mo nth in which production ceased. and. af\er tha t. if no suitable production fac ilities or suitable market fo r the oil or gas exists. Lessee may extend the 
lea.~c for fo ur more su ccessive periods of one ( I ) year by paying tJ1c same amount each yc:~r on or before the expirat ion of each shut-in yenr 

15. COM PENSATORY ROYALTI ES. If, during Ute period Ute lease is kept in ciTect by payment of Ute shut-in oil o r gas royal ty, o il or gas is sold and 
de livered in pay ing quantities from a well located wiUtin one U10usrutd ( I ,000) feet of Ute leased prem ises an d completed in U1c same producing resc;voir. o. in ant 
case in which drainage is occurring, U1c right to continue to maintain the lease by paying Ute shut-in oil or gas royalty shall cease, but Ute lease shall remain e iTective 
for U1e rem ainder o f the year for which U1c royalty has been paid. 'lltc Lessee may maintain Ute lease for four more successive years by Lessee paying compcnsntory 

\ 

royalty at Ute royalty ra te provided in Ute lease of the market value of production from Ute well causing the drainage or which is comple ted in Ute same producing \ 
reservo ir nnd within one Utousand ( 1.000) fee t oftlte leased premises. The compens atory royalty is to be paid montltly. onc-hal f ( l/2) to tlte Commissioner o f the 
General Land O ffice and o ne-ha lf(l /2) to Ute owner o f the soil , begi nn ing on or before Ute last day of Ute monUt fo llowing Ute month in which Ute o il or gas is 
produced from the well causing Ute drainage o r tha t is completed in the same rroducing reservoir nnd located witJt in one tltousartd ( 1.000) feet of the lcn.<cd r tcmises 
If the compensatory royalty paid in ruty 12-monUt period is in rut amount less thrut Ute armual shut-in oil or gas royalty. Lessee shall pay rut arnount equal to the 
diiTercncc within th irty (30) days from Ute end o f the 12-month period. Compensatory royalty payments which are not timely paid wi ll accrue penalty ar td interest in 
accordance with Parag raph 9 o f this lease. None of these prov isio ns wi ll re lieve Lessee of Ute obligation of reasonable development nor Ute obligation to drill o iTsct 
wells as rrovidcd in T exRS Natural Resources Code 52. 17); however. ntthc dctcnuination of the Commiss ioner, nml with the Commi~sioncr's written nprroval. the 
r :tymcnt of comrcnsatory royalties con sat isfy the obligntion to dri ll oiTsct wells . 

16. RETAINED ACREAGE. Notwithstand ing any prov is inn of this lca..<e to the cnntrnry , nllc r a well rroducing N carahlc nf rrotluc ing nil nr gns ha..< 
hccn cnrn plc ted o n the l en~cd rremiscs. Lessee ~hnll exercise the d ili gence of n rcn.~nnab ly prudent operator in drill ing ~uch nrlditionnl well or we lls n.< mny l>c 
r en.~cmnhly ncccs~nry ro r the prorcr development of the leased premises nnd in marketing the pro duction thereon. 

(A) VERTICAL. In Ute event this lease is in force and c iTect two (2) years ancr Ute exriratiun date of the primary o r cxtcntlcd tcmt it shall then terminate 
a.~ to all oft he leased premises, EXCEPT ( I ) 40 acres surrounding each o il well cnpnblc of producing in raying quantities Blld 320 ncrcs surrounding cnch gn.~ well 
capable of producing in r aying quantities (including a shut-in o il or gns well as provided in Paragraph 14 hereof). or n well upon which Lessee is then cngnged in 
continuous drilling or reworking operations, o r (2) Ute number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52. 15 1-
52. 153. o r (3) such greater or lesser number of acres as may Utcn be al located for production purposes to a proration unit for each such producing well under Ute rules 
and regulations ofUtc Railroad Commission o f Tcxas, or any successor agency, or o ther govemmental autltority having jurisdiction. If at any time aner the effective 
date of the r art inl tc rrnina tion provisions hereof. the applicable field nrles arc changed o r the well o r wells locntcd thereon nrc reclassified so thnt less ncrengc is 
th ereafier allocated to said well or wells for production purposes. th is len.<c shall Utcreupon terminate as to all acreage not thercnficr allocated to said well or wells for 
production purposes. NotwitJtstrutding the termination ofUtis lease as to a portion o f the lrutds covered hereby. Lessee shall ncvcrtltelcss conti nue to have the right of 
ingress to and egress from the lartds s till subject to this lease for al l purposes described in raragrarh I hereof. togetltcr witlt casements and rights-()f-way fo r ex is ting 
roads. ex is ting pipelines and other existing facilities on, over and across all the lands described in Pnragrnrh I hereof (" the retained lands"), for access to and from the 
retained lands and fo r the gathering or transporta tion o f oil. gas and oUter minerals produced fro m the retained lands. 

• •• (H) I IO R:IZ0!4Tl\ L. lu the ewcut this lett.ic is in fv tee .utd cffcet tno (2) JCdi S nRcr the expiration date oFthc primm) or extended term it shall further 
twll~tl!~c . ... to all dep ths belo •• I BB fee t below the total depth dlillcd (hctehmnet deeper depths ) In each well located on acrcnge remitted In l' ruagrnph 1 h (1\1 
aboiC, unless o n o r before I n o (2) ) Cftl5 aRer the prinllll) or el<lended tertn Lessee pa)s mt nntotmt cq tral to one half( l iZ) of tlte bonns orir;innll) paid "" 
eerW.ill~:eiien fer this l e~e (115 speeified e11 page I hereel). l fs1:1eh an rottnt is paid, this lease sh~ll be in fv tce an d effect as to such deeper depths. and said 
lw n~~atior~ shall be de lft) eEl fer an aEIEiitie tlalperiod of t .. o (2) )ems nnd so long1:he teaAcr"" oil o r gM is prt"ldtoced ior payiorg qtl rtntitics fi otn st1e lt deeper deplhs 

'ee~ ere II b)' I hi! lelt!e . 
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• "(C) IDENT IFICAT ION AND FlUNG. T he surface acreage retained hereunder as to each well shall , as nearly as practical, be in U1e fonn o f a square with 
thc;.\~~llcS;a ted in the center thereof, o r such other shape as may be approved by the Commissioner of Ute General Land Office. Within th irty (30) days afier partial 
tenrllnatMt of this lease as provide d herein, Lessee shall execute rutd record a release o r releases containing a sat is fac tory legal description of the acreage and/or 
depth! not retained here under. The recorded release. or a certified copy of srune. shall be filed in Ute General Land Offi ce, accompanied by the filing fee prescribed 
b~llt; General Land Office rules in e!Tcet on the date Ute release is filed . If Lessee fails or refuses to execute and record such release or releases w ithin ninety (90) 
d a~s aft~eing requested to do so by Ute General Land O ffice. the n the Commissioner at his sole discretion may designate by written instrument the acreage rutdlor 

de pUts to be released he reunder and record such instrument a t Lessee's expense in the county or counties where the lease is located and in the o ffi c ial records o f I he 
General Land O ffice and such designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither Ute bonus. delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee o f his obligation to pro tect 
the oil and gas under the above-described land from bei ng drained. Lessee, sublessee. receiver or oUter agent in contro l o f the leased premises shall drill as many 
wells as the fact~ may j us tify and sha ll usc npproprinte means and dri ll to a depth necessary to prevcnt nndnc drainage of o il nnd gR.~ fro rn the lca.<cd prem ises. In 
addition. if o il and/or gas should be produced in commercial quantities within 1.000 feet of Ute leased premises. o r in M Y case where the leased rrcmises is being 
drained by production o f o il o r gas, the Lessee, sublessee. receiver o r oUter agent in control o f the leased premises shal l in good faiUt begin the dril ling of a well or 
wells upo n the leased p re mises within 100 days aficr the d raining well or wells or Ute well or wells completed within 1.000 feet of the leased premises s tart producing 
in commcrcinl qunntitics and shoJI prosecute such dri ll ing will• dili gence. Fail ure to satisfy the stnllrtory oiTset obligntion mny subject this lease nnd the owner o f the 
so il 's agency ri ght~ to fo rfeiture. Only upon the de termination of the Commissioner of the General Lnnd Ollicc and with h is wr i!len approval may Ute payment uf 
compensatory royalty u nder applicable s ta tutory pa.ramcters sat is fy Ute obligation to dri ll rut oiTset well o r wells required under this paragraph. 

18. FORCE M AJEURE. If, afier a good faith c iTort, Lessee is prevented from complying witlt any express o r implied covenant o f Utis lease, from 
conduct ing dril ling operatio ns o n the leased premises, or fro m producing oil or gas from Ute leased premises by reason of war. rebellion. riots, strikes. ne ts of God. or 
an y valid o rder, rule o r regulatio n of government autJto rity, then wh ile so preven ted, Lessee's obligation to comply wiUt suc h covenant shall be suspended and Lcs~ce 
shall not be liable for damages fo r failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause. 
fro nt conducting dr ill ing nnd reworking orcrotions or from producing oil or gn.< from the l ea.~cd r remiscs l lowcvcr, nothing in this rnrngrnrh sh~ll suspend the 
payment o f delay rentals in order to maintain this lease in ciT eel dur ing the primary tcnn in the absence Clf such drilling o r reworking opcrotiuns or product ion 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 owc:o.l 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 ot her liens 
ollt the: lc:aseo.l premises. If Lc:ssc:c makes payments on behalf of the owner of the so il uno.ler this paragraph. Lessee may recover the cost of these payments from the 
rental ano.l royalties d ue the owner of the soil. 

20. (A) PROPORTIONATE REOUCTION CLAUSE. If the owner of the soil owns less than the entire undivideo.l surface estate in the above 
o.lescribco.l land, whether or not Lessee's interest is >p~ciCic::J :u:oc:iu, tiocuohe roy<~olles ano rental nerein ptovided to be paid to the owner of the soil shall be paid to him 
in the proportion which his interest bears to the entire uno.lividcd surface estate and the royalties and rental herein provided to be paid to the Commissioner of the 
General Land Office of the S tate of Texas shall be likewise proportionately reduced. llowcvcr, before Lessee adjusts the royally or rental due to the Commissioner of 
the General J.~nd Office. Lessee or his authorized representative must submit to the Commissioner of the General Land Office a wrinen statement which explains the 
tliscrcp.111•'Y hctwccn the Interest purportedly lcusctl under this lease anti the acwal interest owned by the owner of the soil. Tite Commissioner of the General Land 
Ollicc >h.•ll 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 alloc:~blc to such undivided interest. llowever, in no event shall the Commissioner of the G eneral Land Office receive as a royalty on the gross production 
allocable to the tuu.livlded interest not leased on unu1u111 less than the value of one-sixteenth (tll6) of such gross production. 

(0) REDUCTION OF PAYMENTS. If, during the primury temt, a portion of the: hllld covered by this lease is included wit hin the boundaries 
of a pooled unit thul has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52. 1 5 1-52. 1 54, or 
if, at any time aller the expiration of the primary 1em1 o r the extended tenn, this lease covers a lesser number of acres than the total amount described herein. 
payments that arc made on a per acre basis hereunder shall be reduced acco rding to tlte number of acres pooled, released, surrendered, or otherwise severed, so that 
payments determined on a per acre basis under the tcnns of this lease dunng the primary term shall be calculated based upon the number of acres outside the 
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease. 

21 . liSE OF WATER. Lessee shall have the right to usc water produced on said lon1l necessary fo r OJX'rations under this lease except water from wells or 
tanks of t11c owner of the soil; provided, however, Lessee shall not usc potable water or water suitable for livestock or irrigation purposes for watcrflood operations 
without the prior consent of the owner o f the soi l. 

22. AUTIIORJZED 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. PIPE LINE DEI'TII. When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth. 

24 . WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises withoutfthe 
wriucn consent of tlte owner of the soil. 

25. POLI.l.IT ION. In developing tltis area, Lessee shall usc the highest degree of care and all proper safeguards to prevent pollution. Witho ut limiting the 
li1tc:guing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the usc of containment facilities sufficient to prevent 
spiila!C~ seepage or ground water contamination. In the event of pollution, Lessee shall usc all means at its disposal to recapture all escaped hydrocarbons brother 
f•lhtWH 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 
aa4 fanl baueries so as to pro tect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall till and level all 
sl~¥h pits and cellars and completely c lean up the drilling sile of all rubbish tltercon. Lessee shall, while conducting operations on the leased premises, keep said 
premis;s free of all rubbish, cans, boules, paper cups or garbage, and upon completio n of operations shall restore t.hc surface of the land to as ncar its origin~! 
~MiT!pn 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 
J~c:ssotc•on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiratio n or the tcmllnatio n of this 
leue unless the owner of the soil grants Lessee an extension of this 120-day period. llowever, Lessee may not remove casing from any well capable of producing oil 

!W¥1 gas in paying quantities. Additionall y, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General 
• Lao~lfOflicc and to the owner o f the soil. The owner of the soil shall become the owner of any machinery, fixtures , or casing which arc not timely removed by l .cssec 

under the terms o f this paragraph. 

27 . (A) ASSIGNMENTS. Under the conditions contained in thi. paragraph and Paragraph :!9 o f this lease, the rigitts and estates of either party to this 
lease may he assigned, in whole o r in purt, and the provisions of this lease shall extend to and he binding upon their heirs, devisees. legal rcprcsenlatives, successors 
uu•l u~>tt;n> lluwcvc:r, u clounge ur divi>ion in ownc1>h1p uf the land, rcntuls, ur ruy .. llle> will 11111 c::nl•rl!c: the: oblii!Btiuns of Lcs>ec, dintinlsh the rights , privller;c:> 
uno.! estates o f l.csscc:, impuir the c:flcc tivc:nc:ss o f uny puyment ntadc by Lessee or intpuir the eflec tivc:ness o f any act performed by Lessee . And no change or 
tlivision in ownership of the land. rentals, or royalt ies shall bind Lessee for any purpose until thirty (30) days aller the owner of the soil (or his heirs, devisees, leg"l 
reprc:scmativcs or assigns) furnishes th.: Lessee with satisfactory wriuen evidence o f the change in ownership, includi ng the original recorded munimcnts of title (or a 
c.:rtit"oeJ copy of such origi nal ) when the owncr.>hip chunged because of a conveyance. A total or partial assignment of this lease shaJI, to the extent of the interest 
assigned, relieve and discharge Lessee of all subsequent obligations under this lease . If this lease is assigned in its entirety as to only part of the acreage, the right and 
o ption to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his shore o f 
the rental shall not affect this lease on the part of the land upon which pro rata rentals arc timely paid or tendered; however, if the assignor or assignee does not tile a 
certified co py 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 f'lll'agraph 3. ~very assignee shall succeed to all rights and be subject to all obligalions, 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. 

(0) ASSIGNMliNT LIMITATION. Notwithslanding any provision in Plll'agruph 27(a). if the owner of the soil acquires this lease in whole or in part by 
assignment witho ut the prior written approval of the Commissioner of the General Land O fl'i ce, this lease is void us 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 o f the soil ; 
(2) a corporation or subsidiary in which the owner of the soi l is a principal stockho lder or is an employee of such a corporation or subs idiary ; 
(3) a partnership in which the owner of the soil is a partner or is an employee o f such a partnership; 
(4) a princ ipal stockholder o r emplo yee o f the corporation which is the owner of the so il; 

(S) a partner o r employee in a partnership which is the owner o f the SO il , True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



. ... \ ~ ' 
(6) a litluciary for the owner of Uoe soil; including but not lirnitetl to a gunrtlian, trustee. executor, atlrninistratur. receiver. u• con<crvlotur lm th~ 
owner o fUre soil; or 3 · .. . , , 1 
(7) a family member o fUoe owner of Uoe soil or related ~o Ute owner

1
ofthe soil by rnaniage, blood. o r adoption. 

28. RELEASES. Under the conditions contained in th is paragraph and Paragraph 29, Lessee may at any time execute and deliver to the owner of the soil 
and place o f record a release or releases covering any portion or portions o f the leased premises. and thereby surrender this lease as to such portion or portions. and he 
relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered, Ure delay rental due under this lel\Se shall be reduced 
by Ute proportion Utat the surrendered acreage bears to Ute acreage which was covered by U1is lease immediately prior to such surrender; however. such release will 
not rel ieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage. 

1 29. FILING OF ASSIGNMENTS AND RELEASES. If all o r any part of Utis lease is assigned or released. such assignment or release must be recorded in 
Ute county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by U1e County Clerk of the county in which the 
instrument is recorded, must be filed in the General Land Office within 90 days of U1e last execution date accompanied by the prescribed filing fee. If any such 
l\Ssignment is not so filed. the rights acquired under U1is lease shall be subject to forfeiture at the option of U1e Commissioner of the General Land Office. 

30. DISCLOSURE C LAUSE. All provisions pertaining to U1e lease of U1e 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 Ute rights and duties o f U1e parties. 1\ny collateral agreements concerning U1c 
development of oil and gas from the leased premises which are not contained in U1is lease render U1is lease invalid. 

31 . FIOUCIAR Y DUTY. The owner o f U1e soil owes U1e State a fiduciary duty and mus t fully disclose rury facts affecting U1e State's interest in the leased 
premises. When the interests o ftJre owner o fU1e soil connie! with those o f the S tate. the owner of the soil is obligated to put U1e State's interests before his personal 
interests. 

32. FUHFEI rtJilE. If Lessee shftll fail o r refuse tu rnnke the pnyrnent nfftny snooo within th ioty tlnys nller it loeemnes due, nr ifl.cs<ee nr nn nntht>rintl 
ngent shoultl knowing ly make any false return or false repo rt concerrting ptoduction or drilling. o r if Lessee shnll fail or refuse to drill any oiTset well or wells in gontl 
faith as required by law and Uoe rules and regulations adopted by Ute Commissioner o f U1e 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 l:Uid Office. U1e School Land Doard, ur the Railroad Commission, or if 
Lessee should refuse the proper 11uUtority access to Uoe records pertaining to operations. or if Lessee or lUI authorized agent should knowingly fail or refuse to give 
correct inforination to the proper &uthority, or knowingly fa il or refuse to furnish the Gencml Land Office a conect log-of nny well. or if Lessee shall knowingly 
violate any of the material provisions o f this lease, or if U1is lease is assigned and the assignment is not filed in Ute General Land Office as required by law. the rights 
acquired under this lease shall be subject to forfeiture by Uoe Commissioner, and he shall fo rfeit san1e when sufficiently informed of the facts which authorize a 
for feiture, and when forfeited Uoe area shall again be subject to lease under Ute tem\S orthe Relinquishment Act. Jlowever, noUoing herein shall be construed n.• 
waiving the 11utornatle termination of this lease by operation of law or by reason of any special limitation ~~rising hereunder. Forfeitures lllftY be set aside and U1is 
lease and all rights Uoereunder reinstated before the rights of rutother intervene upon satisfactory evidence to the Commissioner ofUoe General Land Office of future 
compliance with the provisions of the law and of U1is lease and Ute rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the S tate shall have a first lien upon nil oii1U1d gn.< produced from the aren covered 
by this lease to secure payment of all unpaid royalty ru1d o U1er sums of money that mny become due under this lease. Dy 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 
pro~~~rRr; held by Lessee or by a third party, and all fi xtures on and improvements to Uoe leased premises used in connection wiU1 the production or processing of 
such fta!~ minerals in order to secure the payment of all royalt ies or o ther an1ounts due or to become due under this lease and to secure payment of ruty damages or 
loss_ltlStl!~sor may suffer by reason of Lessee's breach of any covenant or condition of this iease, wheU1er express or implied. This lien and security interest may be 
forecfl'-;ed ..,ith or without court proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Comrt1!ss ioner may require Lessee to execute ru1d record such instruments as may be reasonably necessary to acknowledge. attach or perfect this lien. Lessee hereby 
rep~e~i~~ ~oat there 11re no prior or superior liens arising from and relating to Lessee's act ivi ties upon the above-described property or from Lessee's acquisition of 
this ltase. o6hould U1e Commissioner at any time determine U1at U1is representation is not true. then Ute Commissioner may declare this lease forfei ted as provided 

hersitl'. : . .. 
34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest ofU1e owner of the soil under U1is lease with any other leasehold 

or ~~eral interest for the exploration, development and production of o il or gas or eiU1er o f them upon the same terms as shall be approved by the School Land 
Bot~rd ache Commissioner o f the General Land Office for the pooling or unitizing of the interest of the S tate under U1is lease pursuant to Texas Natural Resources 
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural 
Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of U1e soil. their officers. employees. partners. agents. 
contractors, subcontractors. guests, invitees, and their respective successors and assigns. of and from all and MY actions and causes of action of every nature. or other 
harm, including environmental harm , for which recovery of dan1ages is sought, including, but no t limited to. all losses and expenses which arc caused by the 
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, U1e oper11tions of or for Lessee on the leased premises 
hereunder, or U1at mny arise out o f or be occasioned by Lessee's breach of any of U1e terms or provisions of this Agreement, or by any oU1er negligent or strictly liable 
act or omission of Lessee. Further, Lessee hereby agrees to be liable for. exonerate, indemnify, defend and hold harmless U1e State ofTexas and the owner of the soil, 
their officers, employees and agents, Uteir successors or assigns, against any and 1111 claims, liabilities, losses, damages, actions. personal injury (including death), 
costs and expenses, or other harm for which recovery o f damages is sought, under any theory including to rt. contract, or strict liability, incl uding attorneys' fees and 
o ther legal expenses, including those related to environmental hazards, on Ute leased premises o r in any way related to Lessee's failure to comply wiU1 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 o fU1e leased premises; and those that may ruise out o f or be occasioned by Lessee's breach of any of the tem1s or provisions of this 
Agreement or any other act or om i s~ ion of Lessee, its directors. officers, employees, parlncrs, agents. contractors, subcontractors. guests, invitees, ru1d U1eir respective 
successors and assigns . Each assignee of Utis Agreement, o r an interest U1erein. agrees to be l:3ble for , exonerate, indemnify, defend and hold hrumless the State of 
Texas and the owner of the soil, their officers, employees, and agents in U1e same manner provided above in connection wiUt U1e activities of Lessee, its officers. 
employees, and agents as described above. EXCEPT AS OTIIERWISE EXPRESSLY LII\IITEU II EREIN, ALL OF TilE INl>EI\INITY OD LIGATIONS 
ANIJ\OR LIAOILITIES ASSUM EIJ UN UER TilE T ERMS OF T illS AGREEMENT S IIALL n E WITHOUT LIMITS ANU WITIIOUT REG1\IU> 'I 0 
TilE C AUSE OR CAUSES TIIEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRI Cf LIABILITY, OR TilE NEG LIGENCE OF AN\' l'i\Rl \' 
OR PARTI ES (INC LUUI NG T il E NEGLIGENCE OF TilE INIJ EMNIFI EIJ PARTY). WIIETIIER SUCII NEG LIGENCE DE SOLE. JOINT. 
C U NCIJIUH: NT. ACTIVE, Olt I'ASSIVF:. 
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36. ENVIRONMENTAL IIAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of 
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmental medium 
in, on, or under, the leased premises, by any waste, pollutanl, 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 Liability Act (CERCLA), 42 U.S.C. Sections 960 l, ct seq.), or toxic 
substances under any federal , state. or local law or regulation ("lfazardous 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 FOREGOfNG PROIIJBITION 
SIIALL CONSTITUTE A MATERIAL BREACJI AND DEFAULT HEREUNDER AND LESSEE SHALL fNDEMNIFY,IIOLD HARMLESS AND 
DEFEND TilE STATE OF TEXAS AND TilE OWNER OF TilE SOIL FROM AND AGArNST ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, 
I.IADII.ITIES, AND COSTS (INCLUDfNG REASONABLE ATTORNEYS' FEES AND COURT C OSTS) CAUSED BY OR AlliSING OUT OF (I) A 
VIOLATION OF TilE FOREGOING PROHIBITION OR (II) TilE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, 
UNDER, OR ABOUT TilE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF TilE LEASED PREMISES. LESSEE SIIALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMfNATION AND DAMAGE CAUSED BY TilE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOlrf TilE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PREMISES IN CONFORMANCE WITII TilE REQUIREMENTS OF APPLICABLE LAW. TillS 
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL 1M MEDIATELY GIVE TilE STATE OF 
TEXAS AND TilE OWNER OF TilE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF TillS PARAG RAP II, UPON 
LEARNING OF TilE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEMNG A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERT A JNING TO HAZARDOUS MATERIALS WIIICII MAY AFFECT TilE LEASED PREMISES. THE OBLJGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE TilE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions o fTexas Natural Resources Code 52.171 through 52.190, commonly known as the 
Relinquishment Act, and other applicable stAtutes and amendments thereto , and If any provision in this lease docs npt conform to these statutes, the statutes will 
prevail over any nonconforming lease provisions. 

38. EXECUTION. This oillilld 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 SUite 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 part of the leased premises is located, and cenified copies thereof must be filed in the General Land Office. This lease is not 
effective until a cenified copy of this lease (which is made and cenified 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 bind ing upon lhe State unless it reci tes the actual and true consideration paid or promised 
for,.eXfiUtion of this lease. The bonus due the State and the prescribed filing fcc shall accompany such cenified copy to the General Land Office. 

::;;:; ~~11 
LESSEE 

•••••: BY: CIA JOHNSON • • 
•• • • • • • • • TITLE: _ _ _ --:--------::~------

DATE:. _ ___.~"""-· _..:.- _/;_,~""---f-J;-AL1 _ __ _ • 
•• • • • • •• 
STATE i)f TEXAS ---

STATE OF TEXAS 

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

D:~te : _______ ____ _____ _ 

widow 

STATE O F TEXAS 

DY:~~-~--~--:-~-~~----­
Individuall y and as agent for the State of Texas 

Date: ____________ ____ _ 

True and Correct 
copy of 

Original filed in 
Reeves County 
Clerks Office 



STATE Of ______________ _ (CORI'ORATION ACKNOWLEUGMEN'Jt 
1 

'COUNTY Of ___________ _ 

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

known to me to be the person whose name is subscribed to t11e foregoing instrument, as ____________________ of 

~~------~-~~~-~~----~~~-~~-~-~~---~~~~~~dacknowledged tomethatheexecutedthcs~e 
for the purposes ~d consideration t11erein expressed, in the capacity stated, ~d as the act and deed of said corporation. 

Given under my h~d ~d seal of office this t11e. _____ day of ___________ ..J 19 __ . 

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

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

COUNTY OF ______________ _ 

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

known to me to be the penon whose name Is subscribed to the foregoing instrument, as. ____________________ or 

~~----~-~~~-~~----~~~-~~-~-~~~--~~~~~~d acknowledged tonic tltatheexecuted t11esame 
for t11e purposes ~d consideration therein expressed, in the capacity stated, ~d as the act and deed of said corporation. 

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

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

STATEOF _______ TEXAS~~~----- (INDIVIDUAL ACKNOWLEDGMENl) 

COUNTYOF ______ ~M~I~D~LAND~=---------
••• 

• • • •• tJefore me, the undersigned authority, on this day personally appcared ___ ---'CLA'"':'-IQ,jy._,J"'O"""HN~SON='-'----------------

kno'-Att> " e to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for t11e purposes and 
consid&ration tllerein expressed. 

•: • • • piven under my hand and seal of office this the. ____ l"--~:::......---·day of 

•• • • • • • •• $-,~~v~ MONICA MARLOWE r:r :.A.: * NOTARY PUBLIC 
: •. \"'~~~ "+~ State of Texas 

ST:TE·~; {e~).. :?:;.~': . :.o:'~· Exp. 10-30-99 

COUNTYOF ~ 

CMJ~~M _ ~,_98 _ 

~~ 
'To:/i~ 

Notary Public in and for __ ..c~:::...____;=---. ____ __ 

(INDIVIDUAL ACKNOWLEDGMENT) 

Before me, tlle undersigned authority, on this day personally appeared __ EMI~~L""Y"'-:.:ANNE==-=S-=l-='E:..:.:W.:..:ARc=-=T---'J'-0'-BST=-:....:._ ___ _ _ ___ _ 

' · 

known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me t11at tlley executed the same for th~1p.urpo~~~d • 
consideration therein expressed. J ,-,;/? -1'1 . •' 1''~ .( 111

:, 

.. 

(.- ) v A-e. ·' .< fl\'1 
~ . 19 9.S' I IC 4 . ( 7/ llf!vVV? . </' t~. ·~ 

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

_ _ _,__ ________________ . .. c.; ' \.!.. 

Notary Public in and for ~ CJC<./(~ ~~ fi. H 
0 /(( (tf/7 f?,vfr .. r <<·_.: · 

True and Correct 
copy of 

Original filed in 
Reeves County 
Clerks Office 

,) . 



EX II IGIT "A" 

ATTACHED TO AND MADE A PART OF THAT CERTAI OIL A 0 GAS LEASE DATED 
MAY 15, 1998, BY AND BETWEEN EMILY AN STEWART JOBST, A WIDOW, AS 
LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING ALL OF SECTION 6, 
BLOCK 58, PSL SURVEY, REEVES COUNTY, TEXAS 

\ 
If, at the expiration of the primary term hereof, this lease is being held

1
by production or a 

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

• •. •• . point in time when the pertinent well is spudded and the term "completion" shall mean the date .... 
• •• • upon which the initial potential test report is filed with the Railroad Commission of the State of 

• •• • : Texas, if a productive well, or the date of filing the plugging report with the commission, if a dry 
• • hole. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, 

·:· ··: Lessee shall nevertheless continue to have the right of ingress to and egress from said land still 
• :· ... ! subject to this lease for purposes described in paragraph I hereof, together with easements and 

• rights of way for roads, pipelines and other facilities on, over and across all of the lands still 
:•. subject to this lease and for the gathering or transportation of oil and gas produced from the . . .. .. 

..... 

retained lands. The sole liability or penalty for the failure of Lessee to dri ll any well or wells 
required or permitted in this lease shall be the termination or partial termina tion 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. [f one well is commenced sooner than 180 days after the completion of the last 
preceding well , the portion of the prescribed 180 day period not used may be carried forward and 
added to the period between subsequent wells 

True and Correct 
copy of 

Original filed in 
Reeves County· • · -~ 
Clerks Office 
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Grnualland Offict 
Rtllnqulshmnc Act lcuc Form 
Revised, September 1997 

PAID UP 

OIL ANO GAS LEASE 

TillS AGREEMENT Is made 111d entered Into chis 2 1 s tlay of May 
agenc, ____ __.!MAD~~EL¥'=!:!-INE~~Jl.::O"'!BSJ¥-T*-4-,:-¥ao...-..tis~i~n£:g;j.ol~e"'--woman!.L'-'......,....._ _______ ___________________ _ 

---..J,ll;~u...I~~a~~: ...&...e:~lo..-.J~t....U:g~o..~.L..$L.._ir_d _r.a_.ne--=-:--::-----:--:-;-.--~-------sald agent 
(Give Penn111en1 Address) 

19__2§_. between lhc SCala ofTcKU, acting by and through Its 

herein referred to u the owner oflhe soli (whether one or more), and. ___ ~CLA....,.:...Y.._Ji......,.,O .. HN...,.,SON~]o.l..---,..--,.-,-~---------
203 w Wall Snite 800 
Midl and TX

1
7 9706 

(Give Pcnnancnt Addrc;s) 
hereinafter called Lessee. 

I. GRANTING CLAUSE. For and In consideration of the amounu staled below and of the covenants and agreements co be paid, kept and pcrfonned by 
Lessee under this lease, the State of Texas acting by and tluough the owner of the soli, hereby grants, leases and lets unto Lessee, for the sole and only purpose of 
prospecting and drilling for and producing olland gas, laying pipe lines, building llllks, storing olland building power stations, telephone lines and other structures 
thereon, to produce, save, cake care of, .IleaC and llaiuport said products of the lease, the following lands situated In Reeves County, State 
ofTexu, to-wit: 

All of Secr ion 6, Block 58, P SL S un·ey. 
This is :1 PAID UP LEASE. Suhjecc to che oche r pruvbinns he re in concained, chi~ l ea~c ~hall remain in force \\ilhouc rc ncal paymenls 

0 1' fu~·ch er paym e niS Ol he r !han royaltie~ herein prOI'ided for a te rm nf fii'C (5) year~ from lh.h dale (called " ~rima ry ~e nn"): :1 11~ SO 

T~f::l.Liferea fte r a · oil or g:t (ei ther o r l>o rh ) i ~ produced from ~aid land or land pooled chcrewtth , or I he lease '' ochenn~e m:unt :uned 
ai.(\r~vided herein. The Uepo iro ry Ba nk and amounl li red in parag raph 3 below h in re fe rence In chc paymenc o f minimum royally 

ia,th: rdancc "ilh pa ragraph 5 be low. 
coatainlng 640 . 20 acres, more or less. The bonus conslderallon paid for this lease Is as follows: 

• •••••• • • 
•• • • • • • •• 
• 

•• . . 
• • •• 

To the State ofTexas: __ ~'IW)~-!-=-TH~a~J,_.ScAuND.L.L...~ONEIU.L.._...HI........_IND ........ Rl.LID"""'-_.S.L.I._.X'I'Yo....~..........,AND=:~o"'-.loi6~8.L./-~.1..:.~0~0:....-___________ _ 
Dollars ($ ___ ...<.2-+, ...~.1.J.J6cuD....u6u8 __ ...J) 

To !he owner oflhe soii :_---;;'IWO~~TH;=;OU:;:,=S:;.::.AND=~ONE==-.;HUND=::.:.=RED==-.;::S.;::IXTY:::.:.=c.:::......:.AND=;:..__;6:..7;..:/_1:..0:..0:.._,__ ___________ _ 
Dollars ($. __ _,2.._,~1!...lo6~0u~~6~7 __ .....J 

Total bonus conslderatlon:__;FUJR~~::-TH~~OU..::.=S..:.AND::.::==:-=THREE===.....:HUND:;;;:.:~RED=-==--'IWENTY=--=.;.=..::_--=ONE..:...:::.......:..AND.::...::........:3:....:5:..:/_1_0.:_0.:...._ _ ______ _ 
Dollars ($. __ ....:4:t.,,,_· 3J..<2._,1_. _.3w5c___.....J) 

The coral bonus conslderaclon paid represents 1 bonus of.~-"'':"';II"'F._IFI'Y~..,......o..:-:::.FDUR.....,.~,_.ANOUolo.l.lol...-;:"NO.J!o!.L/..!.1-loO~O'---'UT,.....-;rT'"lrr::-----------
---- ------------ 'Dollars ($ 54 100 ) per acre, on 80 1025 net acres. 

2. TERM. Subject to the ocher provisions In this lease, this lease shall be for • lenn of f j ve ( 5 ) years from this dale 
(herein called "primary lenn") and u long !hereafter as oil and gu, or ellher of !hem, Is produced In paying qnantllles from uld land. 
As used In this leue, the lenn "produced In paylns quanlhles• mean~ I hal I he receipts fTom the sale or o ther authorized commercial usc of lhe substAncc(s) covered 
exceed out of pocket operational expenses for lhe six months lui pas I . 

3. DELA'/ REtffAI::9. lfuo nell Is cohnu;eaeed an tl;e lel4ed puenolses 011 oc hehsue OliO (1) )CW fJou: ll:ls date. this lease shall rcunlnate. unless 
en 60 he.dte J"eh auuluace•; atatl bOIIUC ahaiii1A) If lln~er t• tlu I Rlf afthl 1111 If IB t.l1 IFI~h lfl 
lhe D111k, 
at er Itt •~eMJJe., (nhleh 1h11l eenlln.-e at else depculh5sJ se&iidless ufchanses In die uwntiShlp or 
a•hll•ul), the 81na-. .. e apaal .. a~ ~ala qiM a~~hhMJ L11111 eta all fl&) ar IIM~IF ta Ilea '"~t U tiS&IQtJQR 9f Tll8 8BA:As1il5 bs\UB OFFIOf! 8P ,-llf! S'PJ%'Pf! 0£ 
l 'iX'It; ut.Te*W&Titi,TiiX'iis•llhaltMIAIFh Or aaldd' P 1 I 1 'h'rpn ror r' '"; 11111 11lrrdahallea arllnaprlllaaaafdat<nlua 
~a llllllftiiiUPIUIII efa ell fir Ul (I)) ••li 1 1 ld dPia Payments under this paragraph shall be In the followlnaamounts: 

To the owner oflhc soii: _ ___ FO~~RTY~r-'AND'-==--"0'-1'-'/'-1.:..:.0.;::;0 ______ ~:--------------------
Dollars (S 40 I 01 

To the Scare ofT:-cx_u_ : ----.::Jffi~RTY""'=~=-A--ND=--::a~1~/-=-1-=o-=o:--------' 

Dollars ($ _ _ _ _ _ -=.4.~0~.-ill_~=-=--=-::=--=""~,.----------J 
Total Rencai :-;;:------~E~I~GHTY~~..aA_..ND ........ ....;0 .... 21&.L../_,_1 .... 0 ""0 _____ """7 __________ _ _ ____ _ 

Dollars ($ _____ __.8..u0u...-0""'""2-------------' 

lA alike A1MAIF ... ~ Wf'l" llka ,., .• ,,. .. ,,,,"~•• eAR all); l~a •••••RIIIIRF.-t •fa all n •> ka hU'tter tltNfla4 f'ou s.-swssluepculods ufoue(l)jtL cachdudug 
d~e pain•=> tciin. All P*l'"'"ts us teutless ofucutalto tfac owuec of tic~ sail en•> he iii&~c b) cheek a; s1&ht duaft oflxsxe, us Ail) asslgucc ufdtls leue, aiid iliij be 
~•liue101ll IIA u ll1fen lin ;111111 pa) l•a dau lflha bank designated In lhls paraaraph (or Its successor bank) ahould ceuc to exist, tuspend business, llquldale, fall or 
be succeeded by another bank, or for any reuon fall or refuse lo accept rental, 1.-.:ssea shall not bo held In default for faiiUJ'C to malce such payments or tendert of 
rental until th irty (30) days af\er the owner of lhe soli shall deliver co Lessee a proper recordable lnstrumenl naming another bank u agenl to receive such payments 

or renders. True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



. 4. I'ROUUC"IION ROYAL TIES. Upon productlunnf uil ~ruVur gns, l.c~~cc agrees tu pny ur e n usc to he pnid onc-hnlf (1 / 2) u f ;i;c roynlty ~ 
pw~idctllitr ,in this lca.~e to the Commissioner of the Ucnernll .aml Ullicc of the Stale ofTexn.~. ot Austill. I cxM. nnd une -hnl f ( 112) o f such wyalt y to the nwuer of 
the soil · ' 

(A) UIL. lloylllly payable on o il, which is dclinctl RS lnclurliug all hyd rucnrh<lllS proclucerl ln a lic1uirl fo1111 at the rno11th of the wdl and a lso llS all 
contlc tlsnlc, dis tillate, and other liquid hydroctubons recovered from oil or gns run through n SCJliURiur or other Ctjlrlrmcnl, as here inaner piovltlcd. shall be 
---· ___ ___3 /16 JlBII of the gross rrod11ction or the mnrkct val11c thereo f. at the uptlo11 u fthe uwncr o f the so il nr the Connnlsslo ncr o f the 
Cicncral Ln111l Ollicc, s 11c;h value to be de1e11n ined by I) cite hlghestpostec.J rr lcc, rlus rrcmilllll, If 1111y, o llc rcrl or pnirl for nil , ccmdcnsntc, distillate. or other licplltl 
h ydiOCRihUIIS, ICSjlCCtlvcly, ofalike-tyjle antJgrevity l'l lit~ ZC'I'I el Ill ~ " wl•c r: p!r}l!::ced 8uc! ·WhCII IIIII, 01 2) the hijtheStllllllkel price thcreo f o ffcrerl Clf jllliriJnlhC 
t:encral nrcn where rroduccdaud when run, or 3) the gross proccctls o f the s10le lhercu f, wh ichever is the gr eater. Lessee ngrccs thai before any gi\S prudocerl fr unt lhc 
le11.~cd 111CIItisc5 Is 5old, used or rro ccsscdln a rlanl, It will be 11111 lice o f custlu the rnynlly cl\vncrs thunrgh nn nclc <JUnlc n il arul gns sepnrnlnr o f convcnl ltutnll)'lte , nr 
lither e r111ip11ten1 lllleiiSI as eflicicHI, SO U1111 ali liquid hytlrOCIIIhUII, ICCOVelahlc fi 01111he jtR., hy SIICh IIICRm will he ICCIIVCICtl. ·1 he ICCJUiremenl thAI SUCh gM he IIIII 
thwugh R sepnrator or other equipmcut may be waived in writing hy the royally owucrs upo n such terms Rlltl ccu11 liliull.~ as they prescribe. 

(II) NON l'llOC ESSEI> liAS. ltuyall y 011 nuy gn~ (lnciurllng llnr e tl gn.,), which I, rle li11crl M nil hyrlrncnrhu11s nml gn.~cnus suhs lnncc < unlcldin~r l 

n.< nil in snhpar•grRph (A) nbovc, rroducccl front nuy well on snlcllarfrl (except as pr ovltlecl herein with respccllu gas processed Inn plnnl for lhe cxllnclinll nf 
gASoline, liquid hydrocarbo ns or other rro ducts) 5hall be 3 _1 6 Jlllll o f the gross pro duction or the nuukcl value thereo f, at the ortio n o f the 
owner of the soli or the Commissioner of the General LSJtd OOlce, such value lo be based on the hlgheslmnrkct rrlce raltl or ·offered for gas o f conrr111able quality In 
the gcnernl arcn where rroduced and when run, or the gross rrlce rnlrl or o ffered to lhe Jlllllluccr. whiche ver Is lire ~renter ; rrov ldcd thai the mMimum r rcsstuc trnsc 
lnmeasrulng thegns under this lease shall not at any time e xceed 14.6 .S r o u11ds rer S<lllftrc i11ch 11hsnh11c, 1111d the slnmhud hase lcrlljlcrllllnc shall he sixty (liO) 
dcgrcu l'alucnhclt, correction to he metle for rre5511re accortl lug 111 Boy le'~ Lnw, arul fur spcc lllc grnvlly nccturlint: hi IC~Is nrnrlc by the llnln11cc "lelhtul nr hy the 
must npprovcdmclho d of testing bei11g used by the Indus try atlhc lime n flcstlng. 

(C ) l'ltUCESSED UAS. Roynlty 011 nny gr\S pmccsscd ln n gnsuli11c plnnl ur n thcr pln111 fill the rccnvcr y of gnsollue or nlhcr litlllltl hyclwcnrtw us 
~hnll he 3 /16 pArt o f the residue ga..~ andlhc lit1uid hydrocmhnns cxllnclcd or the mnrkcl value thereo f, atlhc o ption of the 
owner or the soli or Ute Commissioner of the Geueral Laud Oflicc. All royalties due herein s lmll be bnsctl un one hundred percent (I 00~~) o r the total rlanl 
prothrc tlun nrrcslduc gcu nttributablc to gas produced flo nr Uris l c n.~c . nncl 1111 flny pc rceul (50% ), o r lhnl percent nccrulng tu l.cssec, whichever Is the greater . nflhe 
lolnlplnnt pr o rluctluu nflhjllld hyclrocarhuns attrlbutnblc lo thegn.< pr udllcccllillln this lcnsc: provlrletllhnl if li<tll i<l, hyrl wcnrhn us nrc recn vercd frons ll"·' prncc" c ' l 
In a rlant In which l.cssee (or Its parent, subsidiary or ellillale) nwns All iuleres l, then the r crcentnge npplicnhlc In liquid hydr ocnrbuns shnll he lifiy percent (SO~~) o r 
the highes t percent nccrulng to a third party rroccss lng gas through such rlanlunder 11 processing ngreerncnl negolinlcd nl n11u's le ngth (o r If there Is no such 1hi11l 
pnrty, the highest perc:cnlthcn bci11g spcc:llicd In processing agreements or COIIII ncL• in the i11dus lr y), whichever is the grcnlcr. 'I he respective royalties o n reslcl11c ll"' 
nnrl on li<111id hyclrocarhuns shnll he determined hy I) I he h ighest 111nr kel price paid"' o llc rccl fm nuy gn, (ur lir1nlrl hyrlr l>cnrho us) nf crllnpnrnhle <jlrnllty In the 
genwn~.,en , or 2) the gross r r lcc raid or offered fo r such res idue gn.s (or the weighted riVerngc gross selling rrlcc for the respective grades o f llqultl hydrocnrhOIIS), 
wl~~r~,r'is the greater. In no event, ho wever, shalilhc royalties rayablc under U1is p111 agrllrh be less tlum the royalties which would have been due h ad the gas 1101 
lrec,.II"CSSCd. 

• • • •• • 
• (U) U IllER I'ROUUC I'S. Ro yalty on c arbon black, sulrhur or a11y other pr oducts rruduccd or 11rnnufactured from g~ (fxccrt111g liquid hydroc nrhous) 

whether s~ld gas be "casinghead," "dry," or any o ther giiS, by frac tionating, bumlng o r a11y other rroccsslng shnll be 3! 16 pall of the 
ll'"s:~•ctioll of such rroducts. or Urc llllllkcl value thereof, at tile ort lou of the ow11er o f the so il o r the Conrmlssloncr of the General l.nud Office . s uch m arket 
value lo he clcternrlncda.., fo llows: I) oo the ba., ls o f the highes t market price o f coch product fo r I he same rnn nth Ill which such rruducl Is produced, or 2) o n I he 
b11~f ~'II~ avcr11gc gross sale price o f each rroduct for rhc snutc month In which such rrotlucts ar c rr nducc1l; whichever is the greater. 

• •• 
• S. MINIMUM ROYALTY. Uurlng any year a Ocr the e xpiration of t he rr imary term o f this lease, If II• is I eliSe Is maintained by productio n. the roynll ie~ 

rn01'1Ultlcr this leAse in uu event shall be less thnn llllllnro <nrl et1nnl to the total nnnunl delay rcnlnl he1cln jllltvltlcd : o therwise, I here shall be llue and pny11ltlc on or 
bcftJre fl~a.~l day Of the month succeeding the anni versary date o f I his lease a sum equal to lhe lOlBI artnuaitenlnllcss the 81110 UIII o f royalt ies paid d111 i11g I he 
preceding year. lfl'aragrarh 3 ofthi.s lease docs 1101 specify a delay rental amo unt. then for Ute purposes o f this rruagraph, the delay re11tal amount shall be one 
dollar($ 1.00) rcr acre. 

6. HOY ALTY IN KINU. NotwitJtslandi11g any other provision in lhis lease, al nny t ime or from time lo time. the owner of the soli or Ute Commissio ner 
of the General Land Office may, at Ute option of eiUtcr, upon not less than sixty (60) days no tice to the holder of the lease, require that Ure payment o f any royalties 
accruing to such royally owner under Utis lease be made in kl11d. lltc o w11cr of the soli's or the Commlsslo11e r of Ute General Land O ffi ce 's rightlo take its royally In 
kind shall not diminish or negale tlte owner of the soli's or tire Commlssio 11er o ftltc Ucncrall.a11d Onicc's rig hts or Lessee's o bligations, whelhcr express or ilnrlicd. 
under this lcRSe. 

7 . N O DEUUC rtO NS. Lessee agrees that all royalties accruing under this lease (including those rnid i11 ki11d) s ltnll be witho ut deduction for the cost n f 
producing, gathering, storing, seraretlng, llcatlng, dchydrnti11g, compressing, processi11g, lrnns r o rting, 1111d ulher wisc making the o il, g RS and other rroducls 
hereunder reedy for sale o r use. Lessee agrees lo compute IUid pay ro yalties ou the gr oss value received, illcllllling any rci11rbnrscrncnls fo r severance l n.~cs nnd 
rroduc liou related costs . 

8. I' I. ANT I'UEL ANU RECY C LEU OAS. No rnynlty shnll be payable on any gns as mny rcpr cscnlthls lciiSc's pruportlon111c share of any 1\rclusctltu 
process gns produced hereunder In an,y processing rlant. Notwllhs1a11dlng 11ny other rr ovislon o f this lc n..~ e. 11nd subject to the written co nsent o f the owner of the snil 
and the Cummlsslo11er oflhc General Land Office, Lessee mny recycle gu fu r ga., Ill\ put poses 011lhc l ca~ctl prcnthcs or for h~cctlu11 hllu n11y o il o r g"-' l" '"luciu ~:­
formalloll ontlcrlyi11g the leiiScd jlfCIIliJCS aflcr the liquid hyrhoc arboUS COIIIIIInedilllhc gAS hiiVe bcclltcmuvetJ ; 110 IUynlticS shall be jlR)'Bblc 0 11 lhc ICC)'clctl gn.~ 

until it Is pr oduced and sold or used by Lessee In a m111111er which c11tltles the royalty owner s In a royalty tllttlcr this lei\Sc . 

9 . ROY AI.TY I' A YMENT~ ANU REI'UitTS. All r oynltlc~ nut lnkcn In ki111l shnll he pnlrltu the Curnrnl~~ loncr nflhc lic11crnl l .nnrlllllicc nl Amlin . 
Tcxn.~ . In the litlluwlng tllamter: 

l'aymentnf royally on rrmluctlon of oil and gas shall be as prov lcletl In the rules sci follh iu the Tex a~ Reg isle:. ~tnles cu11cnlly rrov ltlc thnt my ally o n oi l is tine 
11ndnnrs1 be tecclvcd In the General Land O ffi ce 011 o r before the Sth tlay o f Ute sccund month succcetllng the month of rru ducllon. and royally o n gi\S Is due ami 
mus t be received in the General Land Oflice on or before the ISth day o f the second month succeeding the montl• o f productio11, accorllran ied by tile affidavit of the 
owner, manager or oUter authorized egcut, co mpleted in Ute form andmmn1er prescribed by the Geneutl Land O ffi ce and showing the gross amoonland disposition o f 
all o il and gRS pruducctland Ute market value o f the oil a11tl gRS, to gether with a copy o f a ll tlocumcnls, rcco11ls nr rcro rts co11li r111ing the gross rroducl ion. disr osition 
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~- ·. 
and market value including gas meter readings, pipeline receipiS, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks, 
or pools and gas lines o r gas storage, 1111d lillY olher reports o r 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 agem 10 act for the: Lessee: herein must be filed in the General Land Office Each royally payment shall be 
accomp1111ied by a check siUb, schedule, summary or olher remillance advice showing by 1he assigned General Land Office lease number lhe amo um of royalty being 
paid on each leii.Sc. If Lessee pay~ his royalty on o r before lhirty (30) days afier lhe royalty paymenl was due, lhen Lessee owe s a penalty of 5% on the royalty or 
S25.00, whichever is gr.:ater. A royalty payment which is over thiny (30) days late shall accrue a penalty o f 10% oflhe royalty due or S25 00 whichever is greater 
In .tdditio n Ill a penalty, rnyaltic:s shall accrue interest at a rate uf l:!o/o per year; such interest will hegan accruing "hen the rnyally is sixty (60) days uvcrdue 
AllidavilS and supporting documeniS which arc not filed when due shall incur a penally in an amount set by the General Land Office administrative rule which is 
eflcctive on the dale when lhe affidaviiS or supporting documeniS were due. The Lessee shall bear all responsibility for paying or causing royalties 10 be paid as 
prescribed by the due date provided herein. Paymcnl of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as pro vided by law 
nor aclto postpone the dale on which royalties were originally due. llte above penalty pro visions shall not apply in cases o f Iitle d ispute as to the State's po rtion of 
the.: royalty or to that portion of I he royalty in dispute as to fair m arket value. 

10. (A) RESERVES, CONTRACTS ANO OTIIER RECOROS. Lessee shall annually furnish the Commissioner of the General Land Office with 
its best possible estimate of oi l and gas reserves underlying this kase or allocahle to this lease and shall furnish sa id Commissioner with copies of all contraclS under 
which gas is sold or processed and all subsequent agreemems and antendments to such contracts wilhin thirty (30) days aner enlering into or making such conlraciS, 
agreemeniS or amendmeniS. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless 
otherwise aulhorized by Lessee. All other contracts and records pertaining 10 lhe production, transpo rtation, sale and marketing of the oil and gas produced on said 
premises. including the books and accounlS, receiplS and discharges of all wells. tanks, pools. meters, and pipelines shall at all times be subj ect to inspection and 
c:xaminatiun hy the: Commissioner o f the: Gener~l Land O nicc:, the: Allorney General, the Governor, or the representative of any of lhc:m. 

(B) PERMITS, DRJLUNG RECORDS. Wriuen nolice of all operations on lhis lease shall be submiued to the Commissioner of the General 
Land Ofllce by Lessee or operalor five: (5) d&ys b.:forc.: sp1od dale, w<Jrkover, re-entry, lemporary abandonmenl or plug and abandonment o f any well or wells. Such 
wriuc:n no tice to the: General Land Office shall include copies ofi{ailroad Commission forms for application to drill. Copies ofwelllcSIS, completion repons and 
plugging reports shall be supplied 10 the General Land Office allhe time lhey are filed with the Texas Rai lroad Co!Jlmission. All applicalions, pem1i1S, reports or 
other filings that reference this lease or any specific well on lhe leased premises and thai are submitted 10 lhe Texas Railroad Commission o r any olher governmemal 
agency shall include the: word "State" in lhe Iitle. Additionally, in accordance with Railroad Commission rules, any signage o n lhe leased premises for lhe purpose of 
identifying wells, lank baueries or other associalc:d improvemenlS to lhe land must also include the word "State." Lessee shall supply the General Land Office with 
a.QY ~ords, memoranda, accounts, reports, cullings and cores, or other informalion relative to 111e operation oflhe above-described premises, which may be 
r~~ii!d by the General Land Office, in addition to lhose herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on 1he 
bi~l¥Jlc: section, from the base of the surface casing to the total depth of well, of all wells drilled on lhe above described premises and shall transmit a tme copy of 
fl¥4lf>gZ,f c:ach survey on each well to the General Land Ofllce within fifieen (15) days aner the making o f said survey . 

• 
• (C) PENALTIES. Lessee shall incur a penalty whc:nc1•c:r reports, documenlS o r other materials are not filed in the General Land Office when 

!fwt.• t Ge penalty for late filing shall be set by the General Land O llice adminislrative rule which is cflec1ive on lhe date when the materials were due in the General 
1.0111d Qllice. 
• • • .. 

• II. ORY IIO I.EIC ESSA TION OF PROOUCT'ION DURING PRIMARY TERM If. during the primary 1erm hereof and prio r to discovery and production 
"'oil or gas on said land, Lessee should drill a dry hole or holes I hereon, or if during the primary term hereo f and a ner lhe discovery and actual production of oil or 
)aJ' V~ll' the: lc:u.sed premises such production thereo f should cease: from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from 
date o f completion of said dry hole or cessation o f production Lessee: commences additional drilling or reworking operations thereon. o r pays o r tenders the next 
annual delay rental in lhe same manner as provided in this lease. If, during lhe lasl year of the primary lerm o r within sixty (60) days prior !hereto, a dry hole be 
compleled and abandoned, or the production of oil or gas should cease for any cause, Lessee's righlS shall remain in full fo rce and effect without further opera lions 
until the expiratio n of the primary term; and if Lessee has not resumed production in paying quantities att.he e xpiratio n of the primary term, Lessee may maintain this 
lease by conducting additional drilling or reworking operalions pursuant to Paragraph 13, using lhe expiration of the primary term as lhe dale of cessation of 
produclion under Paragraph 13. Should the firs1 well or any subsequent well drilled on lhe above described land be completed as a shut-in oil or gas well within lhe 
primary 1enn hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before lhe rema~ ;>aying dale fo llowing the 
expirution o f sixty (60) days from the date of complel ion of such shul· in oi l or gas well and upon the: failure to make such payment, this lease shall ipso facto 
tc:nuinate. I fat the cxpirution of the primary tenn or uny time thereafter a shut-in o il or gas well is located on the leased premises. payments may be made in 
~ccordwtce with the: shut-in provis ions hereof. 

12 DHII .I.INC'i AND HEWOHKING AT EXPIIl ATION OF I' IUMAH Y TERM. If. at the expiration o f the: primary term. neither oil nor gas is bei111: 
po uJ11.:cot •lll suiJ luml. hut I C»CC.: is then engaged i11 Jrill1111: ur tcwoulin~; olperatiuns thereu11, thi> lease ' hull remain in Ioree su l un~; a~ operations u11 said well ur fur 
drilling ur tewo rking o f w1y additional we: II are prosc:cnt~d in good failh and in Woll.maulii..e mannc.:r without interrupt ions lolali n~; more.: than sixty (60) days during 
any nne: such operation, and if they result in the produclion o f oi l and/or gas, so long thereaner as oil and/or gas is produc~d ill paying quantities from said land, or 
payment o f shu t-in oil or gas wel l royal lies o r compensatory royalties IS made: as provided in this lease. 

13. CESSATION. DRI LUNG, AND REWORKING If. a ncr the expiralion of the primary 1ern1, producl ion o f oil o r gas from lhe leased premises, al\er 
once ob1ained, should cease from any cause . I his lease shall not tern1inate if Lessee commences additional drilling or reworking operations within sixly (60) days 
afler such cessation, and this lease: shall rema in in full force and c:ffc:ct fm " ' long as such operations cominue in good failh and in workmanlike manner wichout 
intcrmptio ns lotaltng more: 1han sixty (60) days. If such drilling o r rew.,ollffg operations result in the pruduction of oil o r gas, the lease shall remain in full fo rce and 
etl'c.:t fur so lung as oil o r gas is produced from the: leased premises in paying quantities or paymem o f shut-in oil or gas well royallies ur payment of compensatory 
royalties is made: as provided herein or as provided by law. If the drilling o r reworking operations result in the completio n o f a well as a dry hole, the lease will not 
terminate if the Lessee commences addi tional drilling or reworking operaliuns wilhin sixty (60) days ane r the completion of the: well as a dry ho le, and this lease 
shall remain in ciTecl so long as Lessee conlinues drilling o r reworking operations in good fHith and in a workmanl ike manner without interruptions 1otaling more: 
than sixty (60) days. Lessee shall g ive wrillen noti.:c: to I he: General Land Office wnhin thirt}' (30) days of any cessat ion of production. 

14. SII UT-fN ROYALTI ES. For purposes of this paragraph, "well" meaJIS any welllhat has been assigned a well number by lhe s tate agency having 
jurisdiclion over the prod uction of oil and gas. If. at any time <~Iter the expiratio n o f the primary tenn of a lease that. unlil being shut in, was being maintained in 
force and ciTe.: ct. a well capable o f producing o il o r gas in paying quantities is located on the leased premises. but o il or gas is not being produced for lack o f su ilable 
production faclliues or lack of a suitable marl.et. then I cssee may pay asH shut-in n tl or gas royalty an amount equal to double the annual rental provided in the 
lease, but nut less than S 1.200 a year for c:ach well capable u f producing oil o r gas in paying quantiues. If Paragraph 3 of thts lease does not specify a delay rental 
amouut, th.:n for the: purpose.:' uf thts paragraf'f~~ d~Wd.:C~PPI:?efl' ~hall be cuoe doll ar (lil 00) per acre To be effective: , each ,.,itial shut-in oil or gas royalty 
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. . 
must be paid un ur before: ( I ) the expiration of the primary term. (2) 60 days a ncr tl1c Lessee ceases to produce oil or gas from the leased premises. or (J~(J() day~ ~ 
a ncr ,Lessee completes a dri lling or reworking operation in accordance witl1 the lcllSc provisions : whichever date is latest. Such payment shall be mndc OIIC-hnl f ( 1/21 
to the Comm issioner o f the General Land Ollice and o nc-half( l /2) to the owner of the soil. If the shut-in oil o r gas royalty is paid, the lca.~c shall be considered to be 
a producing lease and the payment shall extend tl1e tenn of tl1c lease for a period o f one year from the end of tl1e primary tem1. or from the lirs t day of the month 
following the month in which production ceased. and. afier tl1at. if no suitable productiOn facilities or suitable market for the oil or gas exists. Lessee may extend the 
l ca.~e for fo ur more successive periods of one ( I) ye ar by paying tl1e same omount each yenr on m before the el<pirntiun of each shut-in ycnr 

15. COMPENSATORY ROYALTIES. If, during tl1e period tl1e lease is kept in erTcct by payment o ftl1e shut-in oil or gas royalty. oi l o r gas is sold and 
delivered in paying quanti.tics from a well located witl1in one tlJousaml (1,000) feet o ftl1e leased premises and completed in tl1e same producing reservoi r, o r in any , 
case. in which drainage is occurring, tl1e r ight to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but tl1e lease shal l remain crTcctive 
for tl1c remainder of the year for wh ich tl1e royalty has been paid. ' ll1c Lessee may maintain tl1c lease for four more successive years by Lessee paying compensatory \ 
royalty at the royalty rate provided in the lease of the market value o f production from the well causing the drainage or which is completed in tl1e srunc producing 
reservoir ru1d within one tl10usand (I .000) feet of U1e leased premises. 1 he compensatory royalty is to he paid monU1Iy. o ne-half ( 112) to t11c Commissioner of the 
General Land O nice and one-half ( 112) to Ute owne r of the soi l, beginning on or before the last dRy of U1c monUt following tltc month in which Ute oil o r gas i~ 
produced from the we ll causing U1e drainage or that is completed in the same producing reservoir and locnted wiU1in one thousnnd ( 1.000) feet of the lci\Scd premises , • 
If the compensatory royalty paid in any 12-month period is in an arnountless than Ute annual shut-in oi l o r gas royalty, Lessee shall pay an amount equal to the 
difference within thirty (30) days from the end of the 12-monUt period. Compensatory royalty payments which arc not timely paid will accrue penalty and interest in 
accordance wiUt Paragraph 9 o f this lease. None of tltese provisions will relieve Lessee of the o bligatio n of reaso nable development nor U1e o bligation to drill o rTsct 
wells ns provided in Texas Natura l Resources Code 52.173: however, Rl the determination of the Cnnuui~~iuncr. nml with the Commissioner's wrillcn npprnvnl , the 
payme nt o f compensatory royalties con satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwi thstand ing any prov ision o f this lcn.~c to the contrnry. nfic r a well producing o r cnpahle of producing o il or It"' hn.< 
hccn completed on the lensed prem ises, Lessee shall exercise the diligence of n rci\Son:tbly prudent operator intlrilling ~uch atlclitiunnl well o r wells n.~ mny he 
rcn.•onnbly necessary ror Ute pro per development of the leased premises and in marke ting the production thc1con. 

(A) Vf:R.I ICA L. In Ute event tJtis lease is in fo rce nnd efTccttwo (2) ycnr s nller the expiration dnte oflhe primary or extended tenn it shall then terminnte 
as to all of the l ca.~cd prem ises, EXCEPT ( I) 40 acres surrounding encll oi l well c11pnhle of pw ducing in pnying qunntitics and 320 ncrcs surrounding c11ch gn.~ well 
c apable o f producing in paying quanti ties (including a shut-in oil o r gAS weiii\S pro vided inl'aragraph 14 hereof), or a well upon which Lc~see is then cngnged in 
continuous drilling or reworking o pe rations, or (2) Ute number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.15 1-
52.153, o r (3) such greater o r lesser number o f acres as may U1cn be allocated for production purposes to a proration unit for each such producing well under the ru les 
And regulations o f the Railroad Commissio n of Texas, or any successor agency, o r other govenunental authority having jurisdiction. Ifni any time aOe r the effective 
date o f the partinl term inntion provisions hereof. the applicable fie ld rules are changed o r the well o r wells located thereo n rue reclassified so thnt less ncrengc is 
theoc~Q~; allocated to said well o r wells fo r production purposes, this lea.~c shall thereupon tcmtinate as to all acreage not thereaner allocated to said well o r wells for 
prod~ctTo'h purposes . No twithstanding the termination o ftltis lease as to a portion o f the lands covered hereby. Lessee shall ncvcrtltelcss continue to have the right o f 
ingils~lcfWJd egress from the lnr1ds s till subject to tltis lease for all purposes described in Paragraph I hereof. together witl1 casements and rights-of-way fo r existing 
road! . -exisTing pipelines and otl1cr existing facilities on, over and across all the lands described in Paragraph I hereo f("the retained lands"), for access to and from the 
re tainc!'d lands and for the gothering o r transportation of o il, gas and other mineral s produced from U1e retained lands . 

• •••••• 
• '{Q) IIO Pti60~1TAb. In lhe e• e"t lltille~~:~e il in fm ce aud effect t"o (1) years after the expiration date ofdre ptimruy or extended term It shall fo rdrcr 

te•T'"'Ilt t le 1111 depth ! bele n 199 feet belo n the total depth d rilled (lrcrein.iftca "deeper depths") in e.•clr «cll loc.ned 0 11 acreage retained h rl' magraplt I" (1\) 

abowt:, oPIItss 0 11 oa be fore tno (2) )Cftll aRcs the pliusmJ or extcudcd tcllli Lessee paJS rue tnnoont equal to oue~lia lf( l /2) of the bonus originally pnid ns 
el!ll9ilterfttie" fe r thi9 leRSe (RS Sf!eeilled e n rage I hereel). l flneh antonnt il paid, thislc113c slnlltbe-in-f(il tc aud effi:ctll3 to such dcepc1 depths. and Sllict­
ter .. inntie" lhall be clela)ed fer att-etldttio"nl period ofh~o (1) )CftlS and so long lhereafu:r-113-oi~s-pmduced-in-paying-quantiticrlrom-sueh-dccpeNiepths­
ee ~.e·$..,.this I tRiO. 

(C) IDENTIFICATION AND FILING. -nte surface acreage retained here under as to each well shall, as nearly as practi~l . be in tlte fomt of a square with 
the well located in Ute center thereor, or such other shape as may be approved by the Commissioner of the General Land Ollice. WiUtin thirty (30) days aflcr partial 
tennination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description o f the acreage and/or 
depths not retained hereunder. The recorded release, or a certified copy of snrne. shall be filed in the General Land Office, accompar1ied by tl1c filing fee prescribed 
by the General Land Office rules in erTcct on Ule dale the release is filed . If Lessee fails or refuses to execute rutd record such release or releases within ninety (90) 
days a ncr being requested to do so by the General Land Office. then U1c Commissioner at his sole discretio n may designate by written instrument the acrenge nrtdlor 
depths to be released hereunder nrtd record such insl!Umenl at Lessee's expense in Ule county or counties where Ule lease is located and in the o ffic ial reco rds o f the 
General Land O ffice and suc h designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rentals. nor royalties pait.l, or to be paid , under this lease shall relieve Lessee of his obl igation to pr otect 
the oil and gas under the ahove-dc5cribed land from bei ng drained. Lessee, sublessee. receiver or other agent in control o f the leased premises shall drill as many 
wells as the fact~ may j usti fy and shall use appropriate means nnd drill ton deptl1 necessary to rrcvent untlue d rainage o f o il and gil~ from the leased IH Cini"s. In 
addition , if o il and/or gas should be produced in commercial quantities within 1,000 feet o ftl1e leased premises. or in any cASe where the leased premises is being 
drained by production of oil o r gl\5, the Lessee, sublessee, receiver or otl1er agent in control o f the leased rremises shall in good faitl1 begin U1e drilling of a well or 
wells upon the leased premises within I 00 days aner the draining well or wells o r the well or wells completed within 1.000 feet of the leased premises s tnrt producing 
in commercial quantities and shall prosecute such drill ing with d iligence. Failure to s atisfy the s tnuuory o rTsct obligation nmy subject this lease nnd the o wner of the 
soil's agency rights to fo rfe iture. Only upo n the determination o f the Couuni~s ioncrofthe Geucrnl l.nnd Onicc aud witl1 his written npprovnlmny the pnyrncnt nf 
compensatory royalty under applicable statutory parameters satisfy tl1e obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, aner a good fai th effort, Lessee is prevented from complying witl1 nny express or implied covcnont of this lei\Se, from 
conducting drill ing operations on the leased premises, or from producing oil or gas fro m the leased premises by reason o f war, rebellion. riots, strikes. nets of God. or 
any valid order, rule o r regulation of govemrncnt authority, U1cn while so prevented, Lessee's obligation to comply witl1 such covenant shall be suspended and Less~e 
shall not be liable for damages for fail ure to comply with such covenants: addit ionally. ll1i~ leMe shall be ex tended while Lessee is prevented. by arty such enu~e . 

from conducting drill ing and reworking operations or fro m pr oducing oil or gil~ fro m the l cn ~ed prconi•c< l luwcvcr. no thing in this pnongonph shall <uspcmt th~ 
payment o f delay rentals in order to maintain this lease in effec t during tl1e rrimary te rm in the nbsence o f such dril ling or reworking operatio ns o r production o f oil 
or gas. 
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. . . 

19. WARRANTY C LAUSE. The owner ofl11e soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in 
payments owed nn 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 o ther liens 
••n the lellSed pr.:mises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the .:ost o f these payments from the 
rental and royalties due the owner of the: soil. 

20 (A) PROPORTIONATE REDUCTION C LAUSE. If the owner of the soil owns less than the entire: undivided surface estate in tbe above 
desaibcd 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 hirn 
in the proponionwhich his, interes t bears to the entire und ivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the 
General Land Office of the S tate of Texas shall be likewise proponio nately reduced. However, before: Lessee adjusts the royalty or rental due to the Commissioner o f 
the General Land O ffice. Lessee o r his authorized representative must submit to the Commissioner of the: General Land Office a wriuen s tatement which explains the 
tl iscrcp.u•··y between the: Interest purponedly leasetl under this I eliSe amlthe actual interes t owned by the owner of the soil. ·nte Commissioner of the General Land 
Oflicc sh.• ll be paid the value of the who le production allocable to w1y undivided interest not covered by a lease, Jess llte proponionale development and production 
cost allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office: receive as a royalty on the: gross production 
allucablt: to the: undivided interest no t leased an amount less than the value of one-sixteenth ( 1/16) of such gross production. 

(0 ) REDUCTION OF PAYMENTS. If. during the primary tern1, a ponion of the land covered by th is 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 S2.1 S 1-S2.1 S4 , or 
if, at any t ime afler the: expiration of the primary tem1 or the extended tem1, this lease covers a lesser number of acres than the total amo unt described herein, 
payments that arc made o n a per acre basis hereunder shall be reduced bCcurding to the number of acres pooled, released, surrendered, o r o therwise severed, so that 
payments detemtined on a per acre basis under l11e ten115 of this lease duung the primary tcnn shall be calculated based upon tlte number of acres outside the 
boundaries of a pooled unit, or, if after the expiratio n of the primary tcnn, l11e number of acres actually retained and covered by this lease. 

21. USE OF WATER. Lessee shall ht.~ve the right to usc water produced o n sz:id land necessary for operations under this lease except water from wells or 
tanks of the owner of the soil; provided, ho wever, Lessee shall not use potable water or water su!table for livestock or irrigatio n purposes for waterf\ood operations 
without the prior consent of the owner of the soil. 

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

• •• • • • ••• 
•••• 

23 . PIPELfNE DEI'TH . When requested by the o wner of the soil , Lessee shall bury its pipelines below plow deplh. 

• •• • : 24. WELL LOC ATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without the 
wriJJcn consent o f the owner of the soil. 

• •:•• • : 2S . PO LLUTION. In developing this area, l .c:ssec shall usc the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
fo4e~oi~. pollution of coii.Stal wetlands, natural waterways, rivers and impounded water shall be prevented by the usc of containment fac ilities sufficient to prevent 
JPill~tsecpage or ground water contamination. In the event o f pollution. Lessee shall usc all means at its disposal to recapture all escaped hydrocarbons or other 
poilutant and shall be: responsible fo r all damage: to public and private propc:nic:s. Lessee: shall build and maintain fences aro und its slush , sump, and drainage pits 
anltank baueries so as to protect livestock against loss, dan1age or injury; and upon completion o r abandonment of any well or wells, Lessee shall fill and level all 
j~So11 pits and cellars and completel y clean up the drilling site o f all rubbish thereo n. Lessee shall, while conducting o perations on the: leased premises, keep said 
premtsH free of all rubbish, cans, bo tlles, paper cups or garbage, and upon completion of operations shall restore l11c surface of the land to as ncar its original 
condition and contours as is practicable. Tanks and equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph. Lessee shall have l11e right to remove machinery and fixtures placed by 
Lessee o n the leased premises, including the right to draw and remove casing, within one hundred twenty ( 120) days after the expiration o r l11e tcrn1ination of this 
lease unless the owner o f the soi l 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 thiny (30) days wrinen notice to the Commissioner o f the General 
Land 0 11ice and to the owner of the soil. The owner o f the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee 
under the tcnns of this paragraph. 

27. (A) ASSIGNMENT S. Under the conditions contained in thir. paragraph and Paragrl!ph 7.0 o f lhis lel.!'e, the ri:;hts and estates of either par1y to this 
lease may he assigned, in whole or in pun, and the provisions o f this lcii.Se shall extend to and be binding upon their heirs. devisees. lccal representatives, successors 
u111J "~"!:'"· lluwcvcr, u c hunge ur division in owner~hip ul the lund. rcnt•ls, o r royuhies will not enlarge the obligations o f Lessee, dirnlnish the rights, privilege> 
ami estates of Lessee, impair the eOi:ctiveness of uny payment made by Lessee or impair the ci1C:ct ivencss o f auy act perfo m•ed by Lessee . And no change or 
div ision in ownership of the land, rentals, or royalties shall bind Lessee for any purpose untilthin y (30) days after the owner o f the soi l (or h is heirs, devisees, legal 
representatives or assigns) furnishes the Lessee with satisfactory wriuen evidence of the change in o wnership, including the ori ginal recorded muniments of title (o r a 
eeniticd copy of such original) when the ownership changed bec ause of a conveyance. A total or panial assignment o f this lease shall, to the extent o f the interest 
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If th is lease is assigned in its ent irery as to only pan of the acreage, lltc right and 
option to pay rentals shall be appon ioned as between the several owners ratably, according to the area of each, and failure by one or more o f them to pay his share of 
the rental shall not aiTectthis lease: o n the pan of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor o r assignee docs not file a 
cen ificd copy of such assignment in the Gene ral Land Ofllce before the next rental paying date, the entire lease shall tenninnte for failure to pay the entire rental due 
unJcr Paragraph 3 . Every assignee s hall succeed to all rights w1d be subject to all obligations, liabilities, and penalt ies owed to the S tate by the o riginal lessee or any 
prior assignee of the lease, includ ing any li abili ties to the State for unpaid royalties. 

(0) ASSIGNMfiNT LIMITATION. N otwithstw1ding any provision in Paragraph 27(a), if the o wner o f1hc soil 11cquircs this lcii.Sc in whole or in pan by 
assignment without the prior wri tten approval of the Commissioner of the General Land Office, lltis lease is void as of the time o f assignment and the agency power 
o f the o wner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the o wner of the soil if the assignee is: 

(I) a nominee ofl!te o wner o f the soil ; 
(2) a corporatio n or subsidiary in which the owner o f the soil is a principal stockho lder or is an emplo yee o f such a corporation or subsidiary; 
(3) a pannership in which the owner oft he soi l is a partner or is an employee of such a partne rship; 
(4) a principa l stockholder o r employee o f the corporation which is llte owner o flhe soil: 
(5) a partner o r employ.:e in a panncrship which is the owner of the soil; True and Correct 
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(li) n liduciary for Ute owner of Ute soil; including but no tlimitedto a gunrdi:m. trnstcc. cxccuwr, administrator. receiver. ur cur,~...:Vntor l•.>r.ihc 
owner of the soil ; o r J 
(7) a family member of the owner of U1e soil or related Yo Uui· own~r1hf the soil by marriage, blood. or adoption. 

28 . RELEASES. Under U1e conditions contained in Ut is paragraph and Paragraph 29. Lessee may at any time execute and deli ver to the owner of the soil 
nnd place of record a release or releases covering any po rtion or portions oft he leased premises. and thereby surrender Utis lease a.~ to such portion o r port ions. nnd he 
relieved of all subsequent obligations as to acreage sunendered. If any part of this lease is properly surrendered. the delay rental due under thi,s lease shall be reduced 
by the proportion Utat the sun endered acreage bears to the acreage which was cove re d by this lease immediately prior to such sunender: however. such release wi ll 
not relieve Lessee of any l,iabiliti~s Which may have accrued under this lease prio r to the sunendcr of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part o f this lease is assigned o r released. such ass ignment or release must be recorded in 
the county where the land is situated, and the recorded instrument. or a copy of the recorded instrument ccrtilied by U1c County Clerk of the councy in which the 
instrument is recorded, must be liled in the General Land Office within 90 days o f the last execution date accompanied by the prescribed liling fee . If any such 
1\Ssignmcnt is not so filed , the rights acquired under Utis lease slmll be subject to forfeiture nt U1c option of the Commissioner o f the Genernl Land O ffice. 

30. DISCLOSURE CLAUSE. All provisions pertaining to U1e lease o f the above-described land hnve been included in this instrument. including the 
s tatement of U1e true consideration to be paid for U1e execution o f U1is lease and the rights and duties of U1e p:uties. Any collateral agreements conceming the 
development of oil and gas from the leased premises which are not contained in U1is lease render this lease invalid. 

31 . I'I()UC IARY DUTY. The owner of the so il owes the StaleR liduc iruy duty and must fully disclose nny fncts affecting the S tate's intere~t in the len.<cd 
premises. When the interests ofU1e owner oftl1e so li conflict with those ofU1e Stale. the owner of the soil is obligated to put U1e State's interests before his personal 
interests. 

.12. FOilFEIIIJilE. If l .e.<see shall fnil or refuse In mnkc the pnymcnl nl' nny sum wit hin th ilty olnys nllcr It hccome< due, 111 if l .c«ce '" nn """"" i1col 
ngcnl should kno wingly make any false teturn o r false report concerning p10ductiu11 or drilling, or if Lessee shall fail o r refuse to drill All)' uiTset wcllur wells i11 gonol 
faith as required by law and tl1e rules and regulations adopted by U1e Commissioner of tl1e General Land Orlice, o r if Lessee should fail to lil e reports in the manner 
required by law or fail to comply with mles B11d regulations promulgated by the Genc~ai Land Office . the School La11d Board, or the Railroad Commission. o r if 
Lessee should refuse the proper aull1ority access to U1e records pertai11ing to operatio ns, or if Lessee or an authorized agent should knowingly fail or refuse to give 
correct in fori-nation to the proper authority. or knowingl y fail or refuse to furnish the Gene ral Land O ffice a correct log_of any well. o r if Lessee s hall knowingly 
violate any ofll1e material provisions ofU1is lease , or if this lease is assigned and the assig11ment is not lilcd in the General Land Office as required by law, the rights 
acquired under this lease shall be subject to forfeiture by U1e Commissioner, 811d he shall forfeit same when sufficiently informed o f the facts which authorize a 
fo rfeiture, and when forfeited the area shall again be subject to lease under tl1e terms of ll1e Relinquishment Act. llowe vcr, nothing herein shall be construed M 
waiving the automatic tcnnination of this lease by o peration o f la w o r hy reMon of a ny special limitation arising hereunder. Forfeitures may he set It< ide ami this 
l e ~1111'1ft'oll rights the reunder reinstated befo re tlte rights of anuthcr intervene upon satisfactory evidence to the Commissioner o f ll1e General Land O ffice o f future 
comj71ilftlte with the provisions of the law and of this lease and the rules and regulations ll1at may be ado pted relative hereto . 

•••• • • • 
•• ~J . LIEN. In nccorclance with Texa..~ Naturnl llcsources Code 52. 136, the S tntc shnlllrnvc n fitstlicn upon nil oil nml gn.~ produced from the nrca cuvctcd 

by tltif lease to secure payment of all unpaid royalty and oll1er sums of money that may become due under ll1is lease. Uy acceptance of ll1is lease. Lessee grants ll1e 
Sta1e, i'\ tflition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable s tatutory lien, an express contractual lien on and security 
lntertst in all leased minerals in and extracted from the leased pre mises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
procMds awe held by Lessee or by a third party, and all lixtures on and improvements to the leased premises used in connection with the production o r processing of 
suctole:S,a minerals in order to secure U1e payment of all royal lies or other an1ounts due or to become due under this lease tuid to secure payment of any damages or 
loss that Lessor may suffer by reason of Lessee's b reach o f any covenant or condition of this lease, whell1er express or implied. This lien and security interest may be 
fort141osed with o r wiU1out court proceedings in U1e manner provided in the Ti tle I, Chapter 9 of U1e Texas Ousiness and Commerce Code. Lessee agrees that the 
ColmTi~Qner 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 ll1e above-described property or from Lessee's acquisition of 
ll1is lease. Shou ld the Commissioner at any time detem1ine ll1at ll1is representation is not true, tl1en the Commissioner may declare ll1is lease fo rfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted U1e right to pool or unitize tl1e royalty inlerest ofU1e owner o f the soil under this lease with any o lher leasehold 
or mineral interest for the exploration, development and production of oil or gas or eiUter o f U1em upon the same terms as shall be approved by U1e School Land 
Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest o f the Stale under this lease pursuant to Texas Natural Resources 
Code 52.151 -52. 1 53. ll1e owner of the soil agrees that the inclusion of this provision in this lease sat is lies the execution requirements s tated in Texa..~ Natural 
Resources Code 52. 152 . 

35. INDEMNITY. Lessee hereby releases and discharges the Stale of Texas aEd the owner of ll1e soil. their offi cers. employees. partners. agents. 
contractors, subcontractors. guests, invitees. and their respective successors and ass igns. of and from all and MY actions and causes of action of every nature. or o ther 
ham1, including environmental harm, for which recovery o f damages is sought., includ ing, but not limited to. all losses and expenses which arc caused by the 
activities of Lessee, its o fficers, employees, and agents arising out of, incidental to, o r resulting from, ll1e operations of or for Lessee on the leased premises 
hereunder, or U1at may arise out o f or be occasioned by Lessee's b reach of any of the terms or provisions o f this Agreement, or by any other negligent or strictly liable 
act or omission of Lessee. Further, Lessee hereby agrees to be li able fo r. exonerate, indemnify, defend and hold hannless U1e 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 dcall1}, 
costs and expenses, or oll1er hann for which recovery of drunages is sought. under any theory including tort. contract, o r s trict liability, including auomeys' fees and 
other legal expenses, Inc luding tho5e related to e nvironmental h87.ards, on tl1e leased premises o r in any way related to Lessee's failure to compl y with any and all 
environmental laws: those arising from or In any way related to Lessee 's operations or any oll1er of Lessee's activities on the leased premises: ll1ose arising from 
Lessee's use of the surface ofll1e leased premises; and those that may arise out o f or be occasioned by Lessee's breach of any of the tenm or provisions of this 
Agreement o r any other act or omis~lon of Lessee, its directors, officers. employees, partners. agents. contractors, subcontractors. guests, invitees, and their respective 
successors and assigns. Each assignee of ll1 is Agreement, or an interest therein , agrees to be liable for. exonerate, indemnify, defend alld ho ld ham1lcss the State o f 
Texas and the owner of the soil, their o ffi cers, employees, and agents in the same manner provided above in connection with ll1e acti vities of Lessee. its officers. 
employees, and agents as described above. EXCEPT AS OTIIEitWISE EX PilF.SSLY 1.11\IITF.U II F.IlE IN, ALL OF TilE INil F.I\INITY OOI.IGATIONS 
ANU\Oit UAniLITIF..S ASSUI\I EU UNUEit TilE T EHMS OF TillS AGilEEMENT S IIALL DE W JTIIOUT LIMITS ANI) WITHOUT R E(;Ailll TO 
TilE C AUSE OR CAUSES THEREOF (EXCLUUING PRE-EX ISTING C ONDITIONS), STRICT LIABILITY, OR TilE NEG LIGENCE OF ANY PARTY 
OR PAilTIES (INCLUUING Til E NEGLIGENCE OF Til E INDEM NIFIEU PARTY), WIIETIIEn SUCH NEG LIGENCE BE SOLE, JOI NT , 
CONCUH itF.NT , ACTIVE, Olt I'ASS IVF.. 
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36. ENVIRONMENTAL HAZARDS. u ssee shall usc the highest degree of care and all reasonable safeguards to prevent contamination or pollution of 
any environmental medium, including soil, surface waters, gro undwater, sediments, and surface or subsurface strata. ambient air or tny 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 material's, explosives, tox ic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term "Hazardous 
Substance" is defined i11 the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA). 42 U.S.C. Sections 9601 , et seq.), or toxic 
Sl!!lstar.c:s under any federal, state, or local law or regulation (" llazardous Materials"), except ordinary products commonly used In co nnection with oil and gas 
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOfNG PROIIIBITION 
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL fNDEMNIFY,IIOLD HARMLESS AND 
OEFENO TilE STATE OF TEXAS AND TilE OWNER OF TilE SOIL FROM AND AGAJNST ANY CLAIMS, DAMAGES, JUOGMENTS, PENALTIES, 
I.IAUII.ITIES, A Nil COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT Of (I) A 
VIOLATION Of THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL Of ANY HAZARDOUS MATERIALS ON, 
UNDER, OR ABOUT TilE LEASED PREMISES DURING LESSEE' S OCCUPANCY OR CONTROL OF TilE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY TilE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNOER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF TilE LJ:ASED PREMISES IN CONFORMANCE WITII 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 THE OWNER OF TilE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF TillS PARAGRAPH, UPON 
LEARNING OF TilE PRESENCE OF ANY HAZARDOUS MATER~ U.S, OR UPON RECEIVfNG A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAfNfNG TO IIAZARDOUS MATERIALS WHICH MAY AFFECT TilE LEASED PREMISES. THE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE TilE EXPIRATION OR EARLIER TERMfNATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions o f Texas Natural Resources Code S2.171 through 52.1 90, commonl y known as the 
Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does n~ll conform 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 
Ge_ne~aJ Land Office of the Slate ofTexas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the elfeclive date o f this lease shall 
~ tlle d.ce 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 
Cl~r\ in •any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office. This lease is not 
elfe~tive until a certified copy of this lease (wh ich is made and certified by the County Clerk from his records) is filed in the General Land Office in accordance with 
·~;c.ns.~tural Resources Code 52. I 83. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised 
for'execcrtion of this lease. The bonus due the State and the prescribed fi ling fee s hall accompany such cert ified copy to tl1e General Land Office. .. . 
• • • 

•• • • • • •• 
,. 

TITLE: ___ "'T""_-r----,...-.1~~------

DATE: _ _:::::z;;=---· -_/2;---'-rJ'-"-------

ST t. TE OF TEXAS 

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

Date: _ ___________ _ _ __ _ 

STATE OF TEXAS 

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

Date: _ _ _____________ _ _ 
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STAT.EOf ______________________ _ (CORPORATION ACKNOWLEOGMENl :) . ''I' 

COONTYO~-------------------

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~owledgedtome thatheexecutedthes~11e 
for the purposes ~d consideration therein expressed, in the capacity stated. ~1d as the act ~1d deed of said corporation. 

Given under my h~d ~1d seal o f office this the ________ day of ____________ -' 19 ____ . 

Notary Public In ~1d fo r-----------

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

COUNTY OF ____________________ __ 

DEfORE ME, the undersigned authority, on this day personally appeared. ___ ________ ___________ __ _ 

known to me to be the person whose name Is subscribed to the foregoing instrument. as ____________________ of 

~~----~-~~~-~~---~~~--~-~-~-~--~~~~~~dac~owledged~meth~heexecu~dthes~le 
for the purposes ~d consideration therein expressed, in the capacity slated, ~d as tl1e act ~d deed of said corporation. 

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

• •• • • • ••• 
•••• • • • •• • 

STAT~ OF _________ TEXA$......,......._.."'---------
• 

c~PF ______ ~MID===LAND===-------
•• • 

Notary Public in ~d for __________ _ 

(INDIVIDUAL ACKNOWLEDGMENl) 

• • •. 2)efore me, tl1e undersigned authority, on tl1is day personal ly appeared~----'CLA=::..:.=Y:........:Ji::...O::.HN:.=..:..=SON:..::..::.;_ _ _ _ _ _________ _ 

~~ to me to be the persons whose names are subscribed to the foregoing instrument. ~d acknowledged to me t11at they executed the same for the purposes and 
cor-O id!W~n therein expressed. 

Given under my hand ~d seal of o ffice this the __ _.J.j_,{J...._ ___ .d•y o r ~19___;9~8.::._ __ _ 

Notary Public in ~d for 0N 
(INDIVIDUAL ACKNOWLEDGMENT) 

COUl'ITY OF ____ ~_,_....:.._ ___ (' ________ __ 

Before me, the undersigned aut11ority, on this day personally appeared _ _ _ _ .:..MAD=~EL=:.=INE:::.· .=....;Ji=O~BS=T:._ ___________ _ 

known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed tl1e same .for the purposes ~d 
consideration tl1erein expressed. 

2.)'-/' (;) . 
Given under my h~d ~d seal of office this the. ________ day or_5~ u"'A-f!-. __ __,.,c........,..,~-=-----,:--------'' 19 __ 9,;,.._;;8 __ _ 

1~~ 
•'' 

True and Correct 
copy of 

Original filed in 
Reeves County 

Cle rks Office 

--
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EX 111 13 1T "A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL A D GAS LEASE DATED 
MAY 15, 1998, BY A D BETWEE MADELlNE JOB T, A SINGLE WOMAN, AS 
LESSOR, AND CLAY JOHNSO , AS LESSEE, AND COVERING ALL OF SECTION 6, 
BLOCK 58, PSL SURVEY, REEVES COUNTY, TEXAS 

If, at the expiration of the primary term hereof, this lease is being held by production _or a 
shut-in well pursuant to the terms hereof, or Lessee is then engaged in operations on said land or 
on lands pooled therewith, or Lessee has completed a well as a dry hole or shall have commenced 
a well within 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 drilling 
operations being conducted on said land, or lands pooled therewith, at the end of the primary term 
hereof, whichever is the later date; and thereafter carry on the continuous drilling program until all 
proration units have been drilled, allowing not more than 180 days to elapse between the 
completion of one well and the commencement of the nex t succeeding well . hould Lessee fail to 
commence the continuous drilling program or subsequently default in the performance thereof, 
then in either event, this lease shall terminate as to all lands covered hereby, save and except for 
the proration units surrounding each well then producing, capable of producing or upon which 
operations are being conducted. The term "proration unit" as used in thi s paragraph means any 
acreage designated as a drilling unit or production unit in accordance with the rules of the 
Railroad Commission of the State of Texas Further, the term "commencement" shall mean that 
point in time when the pertinent well is spudded and the term "completion" shall mean the date 
upon which the initial potential test report is filed with the Rai lroad Commission of the State of 
Texas, if a productive well, or the date of filing the plugging report with the commission, i f a dry 
hole. Notwithstanding the terminati on 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 w ith easements and 
rights of way for roads, pipelines and other facilities on, over and across all of the lands still 
subject to thi s 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 thi s lease shall be the termination or partial terminat ion of Lessee's rights 
under the lease as provided above 

l n conducting such cont inuous drilling program, Lessee shall be entitled to accumulate and later 
use time, if any, saved between well s, beginning with the second well under this cont inuous 
dri lling program. I f 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 wel ls. 

True and Correct 
copy of 

Original filed in 
Reeves County 
Clerks Offrce 
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ACOUISITie~~~5~~~ER OF T HE GENERAL LAND OFFICE 

· PARAGON #299:Lease Bonus 

• •• • • • • •• 
•••• • • • •• • 
• 

• •••••• • • 
•• • • • • • • • 
• 

• hecking 
• • • • •• 

TITAN RESOURCES. L.P 

Lease Bonus 

Payment in full of the 1/2 of lease bonus 
consideration due the tate of Texas 
for Paid-up Oil and Gas Lease dated 05/21/98 
from the tate of Texas by Agent, 
Emily Anne Stewart Jobst. a widO\\, Lessor, 
in favor of Clay Johnson. Lessee. 
covering All of ection 6. Block 58. P L 

urvey. Reeves Count) , Texas . 

ACOUISITI@ljM~Sm~ ER OF T HE GE ERAL LA 0 OFFICE 

PARAGO #299:Lease Bonus 
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Checking Lease Bonus 

Payment in full of the 1/2 of lease bonus 
consideration due the tate of Texas 
for Paid-up Oil and Gas Lease dated 05/2 1/98 
from the tate of 1 exas b) Agent, 
Emily Anne tewan Jobst. a widow. Lessor. 
in favor of Cia) Johnson. Lessee. 
coveri ng All of ection 6. Block 58. P L 

urvey, Reeves County, Texas. 

7/ 15/98 002028 
4.321 .35 

9805851C 

7 15/98 
002028 
4.321.35 

4.32 1.35 



ACOUJS,TIONCHEC'KING \/' 
COMM ISSIONER OF THE GENERAL LAND OFFICE 

1 PARAGON #299:Lease Bonus 
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Checking 

TITAN RESOURCES, L.P. 

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 05/2 1/98 
from the talc of Texas by Agent . 
Madeline Jobst, a single woman, Lessor, 
in favor of Clay Johnson, Lessee, 
covering Al l of Secti on 6, Block 58, 
PSL Survey, Reeves County. Texas . 

ACOUISITie~~~5~J~/i~JER OF TH E GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus 

Checking Lease Bonus 

Payment in fu ll of the 112 of lease bonus 
consideration due the State of Texas 
for Paid-up Oil and Gas Lease dated 05/2 l/98 
from the State of Texas by Agent. 
Madel ine Jobst, a single woman. Lessor. 
in favor of Clay Johnson, Lessee, 
covering A 11 of Sect ion 6 , B1 ock 58 
PSL Survey. Reeves County, Texas. 

7/ 15/98 

7/ 15/98 

002029 
2. 160.68 

980585 35 

x· 2.160.6! 

002029 
2. 160.68 
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' TEXAS GENERAL LAND OFFICE 

GARRY MAURO 
COMMISSIONER MEMORANDUM 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: Clay Johnson 

County: REEVES 

Section: 6 Block: 58 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3/16 

Consideration 

Recommended~ ~ 8(4 /9& 
Not Recommended: ----
Comments: 

Lease Form 

Recommended: fle11 t/s)ru 
I 

Not Recommended: - - --
Comments: 

Bonus/Acre 

Rental/ Acre 

DATE: 04-Aug-98 

Base File #: 117798 

Abstract: 3591 

$50.00 

$1.00 

Spencer Reid, Senior Deputy 

Recommended: 51? 
Date: B./7/qg 

I 

Not Recommended: ----

Gar Mauro, Commissioner 

Approved: ~'-'----"~-

Date: ----- -
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RAL REVIEW SHEET 

Tl'liWI:tbl # 2687 

l.ssslr: Jobst, Emily Anne Stewart 

LBssat Clay Johnson 

lfASE IDCRJiliiN 

CIUlty 
REEVES 

TERMS DfHJIED 

Prmry T fl'llt 

Bcnls/ Aa'8: 

R111ta/ Acra: 

Roymty: 

COMPARISONS 

Plf# 

Is years 

13/16 

Base Fl8 No Part 
117798 ALL 

$50:00] 

$1.oo 1 

~t: L. Collier 

l.8as8 Data: 5/21/98 II 0 

Acr9s: 640.2 

Soc. lllodt Twp StnBY 
6 58 00 PUBLIC SCHOOL LAND 

TERMS RECOMMENIID 

Pl'mrY T 11'111 Is years 

Bcnls/A~n I $50.00 

Rlllta/Ain [ $1.00 

Roymty [3116 

Data lll'fll Bmus/Ac. Rlllta/Ac. Roymty llstaa 

Abst# 
3591 

,.------ ----, 1.--------. c :J '--------1 c ~ c ~ Last lBasB 

;~~~~; ~================: I I II I :=[ ======~ 
I i II II 

:=::::===~ :================~ ~I ===~ i II I :=1 ======~ 
L-----.J .__ ________ L_l __ I II I .__I __ _ 

CmiJBrtJ: !Paid up rental. 

Tuesday, August04, 1998 
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General land Office 
Rdlnqubhmnl Acllcue Form 
Reviled, September 1997 

PAID UP 

OIL A Nil GAS LEASE 

--------------~ua~~l~l~a~s~-TX~~7_5u2w0~92_ ________ ~~~~----~~--~----------------------------------·'aldagent 
' (Give Permanent Atdress) 

herein referred to u the owner of the soli (whether one or more), and, ___ ~CLA;:;;::,~Y=-:-:=Ji-=O'-=HN.::-:;SON~.:.:...-=--:--;-----,=..,.--------------------
203 W Wall , Suite 800 
Midland TX 79701 

(Give Permanent Ad3ress) 
hereinafter called Lessee. 

I. GRANTING CLAUSE. For and In consideration of the IITiounu alated below and of the covenanu and agreements to be paid, kept and performed by 
Lessee under this lease, the State of Texas actina by and thtoush the owner or the soli, hereby srants, leases and lets unto Lessee, for the sole and only purpose or 
prospectlns and drllllns for and producln& oil and aas. laylns pipe lines, building tanks, Jlorlng oil and building power stations, telephone lines and olher structures 
thereon, to produce, save, take cue or, treat and t11iupon uld products of the lease, the following lands situated In Reeves County, State 
ofTexas, to-wit: · 

All of Section 6, Block 58, PS L Sun·ey. 
This i ~ a PAlO UP LEASE. Suhject to the llt he r pnl\'hion~ herei n con tained, thh lea e ~hall remain in force \l ithout rental payments 
or fur the r payments o ther than ruya ltic~ herein rrol'ided fur :1 term of 11\-c (5) year~ from thi date (called "~1rimary ~erm"): :m~l o 
long th ere:~ fte r a oi l o r gas (eirhcr or both ) is rroduced from ~aid land or land pooled there" ith, o r the lea~e •~ ot hennse ma111ta med 
ll ~ provided he re in. The D epos ilo ry Bank and a mount lis ted in para~raph 3 hclow is in refe rence to the payment of min imum roy:ll ty 

in accordance with para~r:1ph 5 he low. 
containing 640 20 acres, more or leu. The bonus consideration paid for this lease Is as follows: 

••• • • • • •• 
•••• . . . 
•• • 
• 

To the State ofTexas: ____ -:'IWQ==-=-:.:~TH:=":OU:-="S=AND='-:""'ONE=c...:.:.HUND.::.:..:;=RED=::;_:S=IXTY=:.=--=-AND=;__;:6c.=8 ..... /...:..1..::.0.:::.0 ____________________ _ 
Dollars ($ _____ _.2"-,,r-· 1u6.u.OL...J.6.u.81-__ _;) 

To the owner of the soii :_--;'IWO~~TH;rOU;;.;;.S=.AND:.==--:.=ONE.=..:.=:.-..:.;HUND:.=.=RED=:....:S::.:IXTY=::..::.....:AND:.:::.;.:::.,_..:.6_7.:../_1..:.0...:.0 ___ ....:_ ________ _ 
Dollars (S. ___ __;:::.L...:..:::."'-'-.::...:..---' 

Total bonus consideration: FQJR THOUSAND THREE HUNDRED 'IWENI'Y-ONE AND 35/100 
Dollars (S 4, 321 • 35 ) . 

•••••• 
• l11e'lotal bonus consldentlon paid represents a bunus of FIFTY- FOUR AND N0/1 00 
--------------------------------·Dollars($ 54 00 ) per acre, on80 0 25 net acres. 

• 2. TERM. Subject to the other provisions In this lease, this lease shall be for a term of fj ye ( 5 ) years from this date 
• • ~lt-~ln called "primary term") and u long thereafter as oil and gas, ~r either of them, Is produced In paying quantities from said land. 

• ~s ~cd In this lease, the term "produced In pay ina quantities" means that the rccelpu from the sale or other authorized commercial usc of the substancc(s) covered 
uceed out of pocket operational expenses for the alx momhs last past. 

3. BELA'{ REtfTAI::5. lfno well b ee.,.mc"'' .. en th• hate~ ttrutdtte 8ft er heface s::e (I) ;eu fi:oon this date, chis lewe shall ltiiiilii&tt. units~ 

~:~~:::.::;;;~===~::::;';,t:::::'t"' 
l .f!)(A!t . AT AUSTRf. TEJfo\8, alike :usee see w L 1hn 11111 ~11 1 Pa) Mill AU Ad r tlale p111 a err ph 1h •II •P IFill M 1 FIAUI -~ el:l all u u tl a p:l u Ileac of 4efu:s lett 
!]11 UIIIIIIIIIUIIIIIII ef 1 n all fer 1111 (I) ) •• li 1111 uhf date. Payments under this paragraph shall be In the followlna IITIOunts: 

To the owner of the soii: ___ ":-':~~...OoU.L."-'0"-1J.L/~1-"0~0'-----------------;-----------------------------------
0ollan ($ 

To the State ofT:-ex_as_: ____ roou.~_iRTY ....... _A_ND _ _ 0~1 -;/-:-1-=o-=o------------' 
Doll an (S ____ ~4,y0L..,--O.l-~::-::-~,-~:-r;;~~-----_J 

Total Rentai :-;;; _______ E':"I-:-'GHTY~~..Ji.AND.......,.._,Ou.2uf_.1_,.0""0'---------------;------------------------------
0ollan cs ____ ...,a..,.o ......... o""2---------------J 

In alike Manner Mil_..,,,. like pa,MeftH er teRIIIN MRWIII)'t lhe '''""''"''"''"' efa all ftll) ~~ Nfltl11r dcNne.t fa: sueeesshc pculuds ofoue (I) )til cacl; doling 
the pehnWIJ tcaiie. All pajsncub oa tciidcut of:ecilal to the en usc eftt:~ 1eil a:c&) he n:aa4c h) aheak eu a1aht dusA oflx:xc, uu &IJ zslgiitc of this lcue, z;d '"'1 be 
1hll"•~ll1111 ".,, ... ,. 1111 h11tal pa)ina dett. If the bank dcslanated In this panaraph (or Its succcuor bank) should cease to exist, auspcnd business, liquidate, fall or 
be succeeded by another bank, or fo r any reason f~ll or rcfl•se to accepl rental, Less eo shall not bo held In default for failure to make auch paymcnl.s or tenders of 
ren1al untll th lrty (30) days after the owner of the soli shall deliver to Lessee a proper recordable Instrument naming another banlc as agent to receive such paymcnu 
or tenders. 

True and Correct 
copy of 

Original filed in 
Aeovos County 

n iFHkc:t ()Hi,..~ 
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4. I'ROUUCTIO N RO YALTIES. Upo n1uot.luctlu n ufuil lutdlur gn.~ . l.essee agrees In pny or cnusc 1t1 he pnit.l one-hnll tl/2 ) of the ruyn!ty 
pruv itl~ t.l liJr in this lea.~e lo tl1e <.:onunlssloner o fthe Genernll.and Olll~e of the State o r l'exn.~ . ol Austin . l exn~. ant.lnne ·hnlf ( l/2) o r such ruy~lly lo lhc nwner o f 
the soli · • 

(A) 0 11.. Royrllly payable on oil, which is de lined RS Inc luding a ll hydt ucnrhuns ptutlucctl in ali11Uicl fur m at the mouth of the well an d also 115 all 
condensate, dlstillnte, and other liquid hydrocarbons recovered from o il or g115 run through n separator 111 o ther e4uipment, as hereina flcr ptov lded. shall be 
---·- 3/16 pall or the gross prot.luctlon or the m ntket value thereof, a t the upt lnn o f the owner ur the so il or the Comm issioner o f the 
Generall.nnd 011lcc , such value to be detennlned by I) the h ighes t posted price , plus premium, if any. n lli:ted or p~id fo r oil , cont.lensnle. d istillate, or o ther liqu id 
hydrocnrhons, respectively, nf alike type and gravity in the genet al ruea where ptodueed atul when " "' · or 2) the hitthestmnrket price therenf o ffer ee! or paid In the 
~tenec n l ntcA where (l to duccd and wl~ 1111111, or 3 ) the gross (ll occeds o f the sale thereof, wh lchevet is the gt cnlcr. Lessee n ~t t ccs th ai hcl'ure a ny gas ptutluceclliun• the 
len.~ecl (lletnlsu Is sold, used or prucessedln a plant, It w ill be 11111 ft ee of cusl to the tuynlly mvncr~ tlu uugh nn ndcctnnlc oil nncl gns sq tntnlnr of cnnvenl lcHtnll )'JIC, nr 
other Cljlllpntent AlleRS! as ellic lenl, so thftl all liquid hydr ocatho ns tecovetahle ft OIII the gns hy such menu~ will he recovered 'I he requlrellle ut lhat such gns he 11111 
tluuugh " sepnr ato r o r o ther equ ipment may be wai ved in wr iting by lhe royalty owners upon such te rms nml cuncllt iuns RS they prescrlhe. 

(II) NON I'RO<.:ESS EU <lAS. ltuyalt y o n nn y g nq (lnch ullng llnr eclttn~) . wh ich I ~ lleflncll M nil hy<lrncnriHHIS nml gn.~enus suhstnncc~ nnl dclinrcl 
ns ullin snhtraragr llph (A) above , rrod uced fro m Any well on scl l<l lcuul (except as pr uvlclclllrcrcln with r e~pect Ill gru processed In a plnnl for the exlrnctlun n f 
gllSn llne, IIIJnld hytlrocarbons or other rro dueu) shall be 3/J 6 p111 o f the g rnss rr oductlon or the m arke t value thereof. 111 the opt in n of the 
u wner uf I he soil or the Connnlsslo ner of I he General Land O Olce, such value to he based o n the highes t mnrket price raid or offe red for gas u f comp11able ljllallly In 
the generrtl are 11 where rroducecl and when run, o r the gross r rlcc rnlcl or offered to the Jllrnlucer, whichever Is lhe ~renter: provided thai the m RX Imunt pcessnr e l•n.<e 
In rneRSmlng the gu under this leMc sh11ll not at arty time exceed I -1 .6S pounds per SIJUar e Inch nhsnlnle, and I he s tnmlard hase tempcrnlme shall be s ixty (60) 
rlegrees l'nhrenhell, conecllon lo he made for pressme accort.llu g In lloyle 's l.ftw, acul fu r speclllc grn vi ly accnul in~: llt lcs ls mncle by the llnl nncc Methurl or hy the 
nrusl approved metho d of testing behrg used by the Indus tr y at lhe time n f lesllng . 

(C) I'HOCESSED OAS. Royally o n any g RS prnccsscdln A gn.snllnc pl nnl ur n ther plnnt li11 the recove ry o f gnsollne or nlhcr ll!ju h l hy1lr ucnrhuns 
shnll he 3/16 part o f the residue gAs anti the liiJn ld hydr ocnrhuus ex trncled ur the mnrkct value there o f, at the opt ion oflhe 
o wner o f the soli o r tlte Commissioner o f lire General Land <Hlice. Allroyalllcs d ue herein sh~ll be bnsed on o ne hundred percent ( I 00%) o r lire to tal pl11r1 
produ_cl lon o r u:sldue gru altributablc to gas produced from this l ca.~e . Rnd on tiny ·percent (51l%), o r thnt percent nccruing to Lessee, whichever Is the greAter, of the' 
lolnl plant pro ductio n orllrjuld hydrocarbons attributable to the g a.< pr mhrcc1l frnr nlhis lcnsc; pr ovided th nt if li1Jn lcl hychncnrhnns nr c rccuvcred from gn.q pr o cessed 
In 11 plant in which Lessee (or Its p81enl, subsldla.ry o r al1lliate) owns an Interest, then the r ercentnge npp llcnhle In liquid hydrocarbons shAll he lifl y percent (SU~o) or 
the highes t percent accruing to 11 lltlrd party processing g11s through s uch plant under a processing ng rcerncnl negotiated AI anu's length (o r If there is no such third 
pnrly, the highest percent then be ing specl£ied ln processing agreements 111 conlrAt l< in the industr y), wh iche ver i< the grcnlcr. ' I he respec tive royr~lll es n n rcslclue ttn< 
and o nlll ju id hy<lr ocru huns shall he deleun lnetl hy I) lire lrlghcsln tnrke tprlce paid or o fli:rcd fur nny gn~ (ur liiJI'Id h)•clwcnrhuns) ufcurnpn< nhle ' tunllly In the 
general area, or 2) the gross price paid or offered for such residue gn.s (or the weighted ft vernge gross selling price fur the respecti ve grades of liquid hydrocftlho us), 
whichever Is the greater. In no e vent, however, shall the royalt ies 1•ayable under this paragraph be less lhau the royalties which would hove been d ue had the gRS nnl 
heen p coeessetl. 

{U) O'I'III.!R I'ROUUC'I'S . Jtoyally o n c ar bon black, sulphur or any other products protluced or urnnufoelurcd fr om gas (except ing liquid hydrue.chturs) 
whether said ga.s be "casinghead ," "dry," or auy othe r g i\S, by fiact lonntlng, burning or any o ther proce ssing shnll be 3/16 part of the , 
gross production o f such rroduc ts. o r the m11ket value thereof, a t the opt ion o f the owuer o f I he soil or the Cmnmlssloner o f I he General Land Office. such m arket 
value to he dclerrnluetlas fo llows : I) on the basis o f the h lgheslmark el pr ice ofeoch p roduct for the snn1c urnnlh lu which such product Is produced , or 2) ou lhe 
hR.< is of the a verage gw ss sale price o f each prot.luct fu r the snn1c munlh In wh ich such prlllhrcts arc pwduce1l: whichever Is the greater. . . . . 
• • • •• • S. MINIMUM RO YALTY. Uurhrg any year aner the exp ir ation of the pr imary term of this lcn.se, If this lense Is maintained by productio n. the roynllles 
p11ld Ultller this lease in no e vent shall be less than an amount equolto the totnl o.nnunl delay rental herein pr ovillcd: otherwise. there shall be due and payRhlc on or 
"Uo:; -'•e l a.~ t day o f the mo nll1 ; ucceedlng the anni versary dale o f this lease a sum equal to llte lo lnl nnnunlrenlnl less I he amount o f royalties paid during tlf 
precedl;tg year. If Paragraph J o r this lease does not specify a delay rental amount. then for Ute purposes o r this pruagraph, the delay rental amo unt shall be one 
do llar($ 1.00) per acre . • ...... 
• • 6 . ROYALTY IN KINU. Notwilllstand lng BIIY o ther provision in this le ase , at an y l ime or fr om time to t ime, th e owner oflhe soli or the Commissioner 

o f the General Land O ffice may, at Ute option ofeiU1er, upon not less than sixty (60) days notice to the holder o f the lease , require that Ute paym ent o f any royalties 
accruing to suc h royalty owner under II• is lease be made in kind. ll1e o wner o r U1e soil 's or the Commissioner o f the General Land Office's right to take Its royalty In 
kin~ shall not d iminish or negate Ute o wner o flhe soli 's o r the <.:onunlssioue r o f the Geucral l.and 011lce's rights ml.essce's obligat io ns, whelher ex press o r Impl ied . 
,..rete: hils leRSe. 
•• • 

7. NO UEOUCTIONS. Lessee agrees that all royalties accr u iug under this len.se (including those poid in kind) shall be without deduction for the cost n f 
protluclng, g11the rlng, s toring, sepArating, treating, dehydrallng, compressing, processing , h nnspm ting, nnd ulherwise m aking the oil. gn.s and other pro ducts 
heieunder read y fo r Sllle or use . Lessee agrees to compute andf!IIY royalties o nlhe gross val ue received, Including any reimbmsements for seve rance taxes and 
product ion related costs. 

8. PLANT FUEL ANU REC YC LED G AS. Nn roy oily shnll be payable o n any gas as m ny represent llils lease 's proportionate shaJc of BIIY fuel used to 
process gas pro duced hereunder In any proces~lng plant. Notwithstanding any o ther provisio n of lhls len.<e, and suhj cclto the wrlllen consent or Ute owner o f the snil 
and the Cununlssloner or the General Land Office, Lessee mny recycle g u for ga.~ Ill\ purposes o n the leMe<l preurlses o r for Injection lnlo llny oil o r g11.~ JlltHiucing 
forrnatlon underlying the leased ptcml!cs afier the liquid hydrocar bons corllained In the gas have beenrcnruved; no royalties shall be pay11blc on the ree)·cled gn.< 
until it Is prod uced aud sold or used by Lessee In a m anner which entitles the royalty owne rs to 8 roynlty under lhls lease . 

9 . ROY AI.TY PA YM ENTS AND REI'OitTS . Allr oynllle~ nullnken In k ind shnll he pnlll lll lhc Ccutun lssloner o f the Oencrol l.nrul O fli cc nl Austin, 
Tcxi\S, In the fo llo wing rnaruter: 

Paymeul o f royalty o n pro ducllo;r o f o il and ga.s shall be a.s pro vided In the rules set follh in the Texns lleglstcr. Jlnles currentl y provide thnl royalty on oil Is thee 
and"''"' be received In the General LaJtd Ofllcc on or befo re the Sth d ay of lire secuud month succeeding the month or production. And royalty on g 115 Is due ancl 
must be received lnlhe General L1111d O ffi ce on or before the I Sth doy o f the second month succeeding the nu1nth or production, AccompAnied by the anidtw it or the 
owner, manager or oUrcr authorized agent, completed in Ute form and m anner presctihcd by the General Land Onice and showing the gross ftriiOUIII aJid disposition of 
all oil a11d gn.s produced and the mArket value o f the o il nnd gns, lugelher wi th 8 copy of all documents, records (II repo rts confirming the gross rroductiun. disposit ion 
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.. 
and rnaJket value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks. 
o r pools and gas lines or gas storage, Wld 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 f!lr the Lessee herein must be filed in lhe General Land Office. Each royalty payment shall be 
accompllllied by a check stub, schedule, summary or olher remiuance advice showing by the assigned General Land Office lease number the amount o f royalty being 
paid on euch lellSe. If Lessee pays his royalry on or before thirty (30) days after lhe royalty payment was due, lhen Lessee owes a penalty of 5% on the royalty or 
$25.00, whichever is greater. A royalty payment which is over th irty (30) days late shall accnae a penalty of 10% o f the royalty due or $25.00 whichever is greater. 
In addition to a p.:nahy, royalties shall accrue interest at a rate uf 12% pea· year; such interest will heg;n ?<;t:ntir.:; '"her. t !:~ rc yJ!:y is slx::,· (C!l; t!.I) 'S uverduc­
Allidavits and supporting documents which are not filed when due shall incur a penally in an amount set by the General Land Office administrative rule which is 
effective on the date when the affidavits or supporting documents were due. The Lessee shall beaJ all responsibiliry for paying o r causing royalties to be paid as 
prescribed by the due date provided herein. Payment oflhe delinquency penalty shall in r:o way operate to prohibit the State's right of forfeiture as provided by law 
nur act to postpone the date on which royalties were originally due. The ahove penalty provisions shall not apply in cases of title dispute as 10 the State's po rtion of 
the royalty o r to that portion of the royally in dispute as to fair market value 

I 0. (A) RESERVES, CONTRACfS ANO OTIIER RECOROS. Lessee shall annually furnish the Commissioner of the General Land Office with 
its best possihlc estimate of oil and gas reserves underlying this lease or allocable to lhis lease ond shall furnish said Commissioner with copies of all conrracts under 
which gas is sold or processed and all subsequent agreemerns und amendments to such contract.s within thirty (30) days after entering into or making such contracts, 
agreements or amendmcnlS. Such conlraclS and agreements when received by lhe General Land Office shall be held in confidence by the General Land Oflice unless 
otherwise authorized by Lessee. All o ther contracts and records pertaining to the production. lransportation. sale and marketing o f the oil and gas produced on said 
premises. including lhe books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and 
examination hy the Commissioner of the General Land OOicc, the Allorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Wriuen notice of all operations on this lease shall be submiued to lhe Commissioner of the General 
l .and Oflice by Lessee or operator five (5) days be: fore spud date, workover, re-entry, temporary abandonment or plug and abandonment o f any well or wells. Such 
wrillen notice to the: Gc:neral LaJld Office shall include copies of Railroad Commission fonns for application to drill. Copies of well tests: completion repons and 
plugging reports shall be supplied 10 the General Land Oflice at the time they are filed with the Texas Railroad Commission . All applications, pcrn1i ts, reports or 
other filings that reference this lease or any specific well on the leased premises and that are submiued to the Texas· Railroad Commission or any other governmental 
agency shall include the: word "State" in tl1e title. Additionally, in accordance with Railroad Commission rules, any signage on lhe leased premises for lhe purpose of 
identifying wells. tank batteries or o ther associated improvements to lhe land must also include the word "State." Lessee shall supply the General Land Office with 
any records, memoranda, accounts, reportS, cullings and cores. or other infonnation relative to the operation o f lhe above-desc ribed premises, which may be 
requested by t11e General Land Office, in addition 10 those herein expressly provided for. Lessee shall have an cleclrical and/or radioactiviry survey made on lhe 
bore-hole: sc:ction, from the base of the surface casing to the total depth of well, of all wells drilled on lhe above described premises and shall transmit a tme copy of 
the: log of each survey on each well to the General Land Oflice within fi P.o:en (15) days after the making of said survey. 

i 

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials arc no t filed in lhe General Land Ollie~ when 
due. llte penalty for late filing shall be set by the General Land Ollice adminisliative mle which is effective on the date when the materials were due in the General 
l.aJHI Ollice. ,. 

I 
• • • •• • II. ORY IIOI.EICESSATION OF PRO DUCfiON DURING PRIMARY T ERM If, during the primary tenn hereof and prior to discovery and production 
o, · oTt•or gas on said land. Lessee should drill a dry hole or holes thereon, or if during the primary tenn hereof and after the di~o.ve.ry and actual produc tion of Qii.'or 
,gY ~flu1 the leased premisc:s such production thereof should cease from any'cause, this lease shall nottenninate if on o r before the expiration of sixty (60) days from 
d\re ot•complction of said dry hole or cessation of production Lessee commences additional drilling o r reworking operations thereon, or pays or tenders lhe npt 
anl\ual delay rental in the same manner as provided in this lease. If, during the last year of the primary tenn or wilhin sixry (60) days prior lhcreto, a dry hole be 
spg~1<;cd and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect witJ1out further operations 
llfltilrl~ expiration of the primary tenn; and if Lessee has not resumed production in paying quantities at lhe expiration of lhe primary tenn, Lessee may maintain this 
lease by conducting additional drill ing or reworking operations pursuant to PaJagraph 13, using the expiration oflhe primary tenn as the date of cessation of 
production under Paragraph 13. Should the first well or any subsequent well drilled on t11e above described land be completed as a shut-in oil or gas well within the 
pritnary tenn hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before lhe rental paying date following the 
.:•l"iel<ll iun of sixty (60) days from rhe date of comrtetion of such shut-in oil or gas well and uron the failure ro make such payment, this lease shall Ipso facto 
T<;{li 1Tnt~c lfot the cxpirution of the prirnory term or any time thercaller a shut-in oil or gas well is located on the leased premises. payments muy be made in 
uccordancc: with the shut-in provisio ns hereo f. 

12. ORII.I.IN<I AND REWORKING AT EX PillA T ION O F i'H tMAR Y TERM. If, at the expirarion of the primary tenn, neither oil nor gas is being 
pr•lducc•l on said land, but l.css.:e is then engag.:d in drilling o r r.:wmking operalions th.:r.:on, this lease shall remain in force so long as operations on said well or for 
drilling or reworking of auy additional well aJe prosecut~d in good faith and in workmaulikc manner without internaptions totaling more than sixty (60) days during 
any one such operation, aJld if they result in the production of oil and/or gas, so long thereafter as o il and/or gas is produced in paying quantities from said land, or 
payment of shut-in oil o r gas well royalties or compensatory royalties is made as provided in this lease. 

t 3. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary tenn, production o f oil or gas from lhe leased premises, after 
once obtained, should cease from any cause. this lease shall no t tenninate if Lessee commences additional drilling or reworking operations within sixty (60) days 
uftcr such cessation, and this lease s hall remain in full force and effect fur,., long as such operations continue in good failh and in workmanlike manner without 
inlc:rmptions totaling more rhan sixty (60) days. If such drillin~: or rc:wur l.1ng operarions result in rhc production o f o il or gas. the: lease shall remain in full force and 
elfc:ct for so long as o il o r gas is produced from the leased premises in paying quantities or payme01 of shut-in oil or gas well royalties or payment of compcn~atnry 
royalties is made as provided herein or as provided by law. If the drilling or reworking operations resu lt in the completion of a well as a dry hole. the lease will not 
terminate if the Lessee commences addi tional drilling o r reworking operations within sixty (60) days after lhe completion of the well as a dry hole, and th is lease 
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions to taling more 
than sixty (60) days. Lessee shall give written notice to the General Land Office wilhin thirty (30) days of any cessation o f production. 

14. SIIUT-IN HOYALT IES. For purposes of this paragraph, "well" meaus any well that has been assigned a well number by lhe state agency having 
Jurisdiction over the production of o il and gas. If. at any time •Iter the expiration of the primary tenn o f a lease that. until being shut in, was be ing maintained in 
turce ami elfect, a well capable of producing o il or gas in paymg quantities is lucated on the leased premises, but o il o r gas is no t being produced fo r lack o f suirable 
production fa.:ili ues o r lack of a suitable market, then Lcs~cc may pay as a shut-Ill o il o r gJ.S royalty an amount equal to double the annual rental prov1ded in rhc 
lease, but nut less than S 1.200 a year for each well capable of producing oil o r gas in paying quanti ties. If PaJagraph 3 o f lhis lease does no t speci fy a delay rental 
an1oun1, 1hen fo r 1he purpo~c• o f tlus paragraph. the: delay rental amount ~hall be uuc dollar (S 1.00) per acre. To be effective, each initial shut-in uil or gas royalty 
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I 
, must be paid on or before: (I) the expiration ofll1e primary tenn. (2) 60 days aficr ll1e Lessee ceases to produce oil or gas from the lensed premises. or.(J) 60 llnys • 

afier Lessee C\lmpletcs a drilling o r reworking operation in accordMce will1 ll1e lei\Se provisions: whichever date is latest. Such payment shall be mnde one -hal(( 112f 
to the Commissioner of the General Land O flice and one-half ( 112) to the owner of ll1e soil. If the shut· in oil or gas royolty is paid, the lease shall be considered to be 
a producing lease and the payment shoJI extend ll1e tenn o f t11e lease for a period o f one year from the end of tl1e primary tcm1. or from the lirst day of the month 
following the month in which production ceased. and. al\cr ll1at. if no suitable production faci lities or suitable market for the oil o r gas exis ts. Lessee may extend the 
l ca~c lo r fo ur more successive periods of o ne (I ) year by pay ing the same a.mount each year on or before the expirotiun uf each shut-in yenr 

15. COM PENSATORY ROYALTIES. If, during tl1e period tl1c lease Is kept in effect by payment o f the shut-in oi l or gas royalty, oil or gas is so ld and 
delivered In pnying quMtities from a well located within o ne ll1ousand ( 1,000) feet of ll1c leased premises and completed in \!!e same producing reservoir. o r in any 
case in which drainage is occurring, U1c right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but ll1c lease shall remain effective 
for llle remainder of the year for which ll1c royalty has been paid . ll1c Lessee may maintain ll1c lease for four more successive years by Lessee paying compensatory 
royalty at the royalty rate provided in ll1e lease o f the market value of production from ll1c well causing tl1e drainage or which is completed in ll1c same producing 
reservoir 1\lld within one ll10usand (1.000) feet o ftl1e lensed premises. The compensatory royalty is to be paid montl1ly, onc-half(l/2) to tl1c Commissioner o f the 
Gencrnl Land O nice and onc-hat f ( l/2) to tl1e owner o f the soli, beginning o n or before tl1c lnst day oftl1e month fo llowing the month in which the oil or gns is 
produced from the well causing tl1c drnlnngc or that is completed in the same producing rcscrvuir nmlloc:11ed within one tho us:\lld (1 .000) feet ufthe lcn.<ed p1c1nisc< 
If the compensatory royalty paid in any 12-month period Is in an amount less than the annual shut- in o il or gas royalty, Lessee shall pay an amount equal to the 
difference within thirty (30) days from tl1e end of t11c 12-monlll period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in 
accordance with Paragraph 9 of this lease . None oftl1cse provisions will rel ieve Lessee oftl1e obligation of reaso nable development nor tl1e obl igation to drill offset 
wells as provided in TexAS Natural Resources Code 52. 173: however, at the determination of the Connnissiuner, nml with the Commissioner's written npproval. the 
payment o f compensatory royalties can satisfy the obligation to drill offset wells. 

16 . RETAINEIJ ACREAGE. Notwithstanding any provision of this lea.~c to the contrary, afier a well produc ing or capnhlc of producing oil or ga.~ h:t< 
hecn completed o n the lensed premises, Lessee shall exercise the diligence of a reasonably prudent opcrntor in drill ing such atltlitiunal well or well.~ n.< rnny he 
rca.~onably necessary for tl1c pro per development of the lensed premises 811d in marketing the production thereon. 

(A) VERTICAL. In the event ll1ls lease is In fo rce ar1d efTect two (2) ye11rs nficr the expiratio n date of the primary or extended term it shall then terminate 
as to all of the leased premises, EXCEl"'!' ( 1) 40 ncres surrounding each oil well c11pnble of producing in paying quantities nnd 320 acres surrounding each ga_~ well 
capable o f producing in paying quantities (including a shut-In oil or g:t~ well as provided in f'aragroph 14 hereof), or a well upon which Lessee is thcu engaged in 
continuo us drilling or reworking opera tions, or (2) llle number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151· 
52. 153. o r (3) such greater or lesser number o f acres as may llren be allocated for production purposes to a proration unit fo r each such producing well under the rules 
and regulations o f the Railrond Commissio n o fTexas, or ar1y successor agency, or other govemmental autl1ority having jurisdiction. If at M Y time aficr the effective 
date of tl1e partial tennination provisio ns hereof. the apJll icablc field rules arc changed or t11e well o r wells located thereon are reclassified so that less acrenge is 
thereafier all ocated to said well or wells fo r production purposes, this lca.~c sha ll tl1ereupo n term inate as to all acreage not tlrereafier allocated to said well or wells for 
production purposes. Notwitltstanding the tcnnination of lllis lease as to a portion of tlrc lands covered hereby. Lessee shall nevertJrelcss continue to have the right o f 
ingress to and egress from llle lands s till subject to tl1is lease for all purposes described in Paragraph I hereo f. togelller willl easements and rights-of-way for existing 
roads. existing pipelines and other existi ng facilities on, over and ac ross all I he lnnds described in Paragraph I hereof ("the retained lands"), fo r access to and from the 
retained lnnds and for the gathering or transportation of oil, gas 811d oll1er minernls produced from the retained lands. 

(B) IIORIZOtfT;\b. In the e•ef'lt tl:iJ leMe iJ ira Foree (1111 • • ~ .. ' 8 (3) 3 A 1' I r ,, I , I I I . , el II F •h , 
lcuninnte ft:'l te nil tlerlh! helen 199 Htet halo:: tho toto1 de;st4: d:illed (l:e:si::aRu "deqse: dq:LI:s") ill eaclt ;;ellleeutcd 011 uc:cagc :ctaliitd he Pmagroph 16 (it) 
•d;8WI;o .. Hieea 8" er IJafau t · 1 (d) 311111 1A1r Yu ;td t e 13 s: cJtts::ded lett:: lscssse ;su;s w: amsu::t equal to o::e l:alf(l/l) dfttre heaus o:igi::oiiJ patd au 
ttA&ilw~en fer thi& leage (K Epccil:ied gn pasi I htrta~ '1raweh Ailltewut io ,.;.,, thiel•••• oltrll tu in~,., an~ •A<I••• to a I J •r 1 J ; tl a: a 4 a "j 

•••nail_,.,,. 31:&11 he ~el&) ttl f.er an •II.Jitien•l ,erie .. aft o (l) 3 IN8 &tut sa lot:g t4:ceteAe: rg oil co g:tt ia 1111 tluatJ ·u 11031 t: 4t:t M lilian fc 011 unit tlaaJJIF tlartl:a 
eef.,.ll hlthi3 leMe . 

• 
. (C) IDENTIFICATION AND FILING. ll1e surface acreage retained hereunder as to each well shall, as nearly as practical, be in llle fonn of a square with 

tl1~\!it ltlj:atcd in llle center lllereof, o r such other shape as may be approved by llle Commissioner of tl1e General L811d Office. WitJ1in lllirty (30) days afier partial 
termination of this lease as provided herein, Lessee shall execute 811d record a release or releases containing a satisfactory legal descriptio n of tl1e acreage Mdlor 
depths not retained hereunder. The recorded release, o r a certifi ed copy of same, shall be filed in tl1c General Land Office, accompanied by llle filing fee prescribed 
by the. General Land Office rules in effect on the date tl1e release is filed. If Lessee fails or refuses to execute Md record such release or releases willlin ninety (90) 
days.aJl¥~ being requested to do so by the General LMd Office, then tlre Commissioner at his sole discretion may designate by written instrument the acreage ar1dlor 
deJ1llls. ttJ I; released hereunder artd record such instrument at Lessee's expense in ll1e counly or counties where the lease is located and in the official records of I he 
General Land Office and such designal ion shall be binding upo n Lessee for ail purposes. 

17. OFFSET WELLS. Neitl1er tl1e bonus. delay rentals. nor royalties paid, or to be paid, under this lease shall relieve Lessee o f his obligation to pro tect 
tl1e oil and gas under tl1e abo ve-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 usc nppropriRtc mcnns ami drill to a depth ucccs~ary to prevent unclne drainage o f oil nnd gAs from the lea.~ed premises. In 
addition, if oil and/or gas should be produced in commercial quantities within 1,000 feel of the leased premises, or in any cn.~e where the leased premises is being 
drained by production o f o il or gas, the Lessee, sublessee, receiver or ot11er agent in control of the leased premises shall in good faith begin llle drilling of a well or 
wells upon the leased premises within I 00 days afier the draining well or wells or tl1c well or wells completed within I ,000 feet of the leased premises stnrt producing 
in commereinl quantities 11nd shall prosecute such drlllin11 with diligence. F11ilure to sntis fy the stalutory offset ohligation may ~uhject thb lease nncl the owner of the 
~ni l 's agency righL~ to fo rfeiture. Only upon tl1c determination o f the Commissioner o f the Ueneraii.And Onice and with hi~ writte n npJHOvAimny the pnyment u f 
compensatory royalty under applicable s tatutory parameters satisfy tl1e obligatio n to drill an offset well or wells required under this paragraph . 

18. FORCE MAJEURE. If, a Ocr a good faith effort, Lessee is prevented from complying witJ1 any express or implied covenant o f this lease, frnm 
conducting drilling opcmtions on tl1e leased premises, or from pro ducing oil o r gas fro m tl1e leased premises by reason of war, rebellion, riots, suikes, acts of Uod, or 
any valid o rder, rule or regulation of govemrnent aulllority, llren while so prevented, Lessee's obligatio n to comply witl1 such covenant shall be suspended and Lessee 
shall not be liable for damages for failure to comply with such covenants; 11dditionally. ll1is lease shall be extended while Lessee is prevented, by any such can~e. 

from cunductiug ddlling and rewmking operations or from prodnciug oil or g11.~ fr nn1 the l ca~ed prerui~cs. llowever, nothing in this pnragrnph shnll su~pcnd the 
payrncut of delay rentals in o rder to maintain this lei\Se in effect during the primary term in the nbsence of such drilling or rewo rking operations or production o f oil 
or gas. 
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19. WARRANTY CLAUSE. The owner of the soil WBITants and agrees to defend t itle 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 pay ing any mongage. taxes or other liens 
1111 the: leased premises. If Lessee makes payments on behalf of the owner of the snil under th is paragraph. Lc:ssc:c: may recover the cost of these payments from the 
rental and royalties due tlte owner of the soil. 

20. (A) PROPORTIONATE REO!ICTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
<k~.:ribcd laiUI, 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 wh ich his interest bears to the: entire undivided surface estate and tl1e royalties and rental herein provided to be: paid to the Commissioner o f the: 
General Land Office: of the State of Texas shall be likewise proportionately reducdd: 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 written statement which explains the 
discrepa••··y 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 
Ollice sh.•ll be paid the value of tlte whole production allocable to a.ny undivided interest not covered by a lease, less the proponionate development and production 
cost allocable to such undivided interest. llowever, 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 tltan tlte value of one-sixteenth ( 1/16) of such gross production. 

(0) REDUCTION OF PA YMf:NTS. If, durin~: the primary tc:m1, a port ion of the land covered by tl1is lease is Included within the boundaries 
of a pooled unit that has been approved by the: School Land Board and tlte owner of the soil in accordance with Natural Resources Code Sections 52.1 5 1-52. 154, or 
if, at any time: a l\c:r the expiration o f 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 uccurding to the number of acres pooled, released, surrendered, or otherwise severed, so that 
payments determined on a per acre basis under the term.s of this lease durmg the: primary term shall be calculated based upon the number of acres outside the 
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease. 

21 . tiSE 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 wnter suillsble for livestock or irrigation purposes for waternood operations 
without the prior consem of the owner of the soil. 

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

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

24 . WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without the 
wriuen consent oftJu: owner of the soil. 

25. POLLUTION. In deve loping t11is area, Lessee shall use the highest degree of care and all proper safeguards to prevent poll ution. Without limiting the 
foregnint;, pollution of coastal wetlands, natural waterw11ys, rivers and impounded water shall be: prevented by the usc: of containment facilities sufficient to prevent 
seilla$c, seepage o r ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other 
~oW~tatlt 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 
~d l ank balleric:s so as to protect livestock against loss. damage o r injury; and upon completion o r abandonment of any well or wei!~. Lessee shall fill and level all 
~ru~' piu and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said 
ptc!lnisC's free of all rubbish, cans, bo llles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as ncar its original 
condition and contours as is practicable. Tanks and equipment will be kept painted and presentable . . 
••• ••• 

• • 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by 
Lessee on the leased premises, Including the right to draw and remove casing, within one hundred twenty ( 120) days after the expiration or the termination of this 
lease unless the owner of the soil grants Lessee an extension of this 120-day period. llowever, Lessee may not remove casing from any well capable of producing oil 
an~ gas in paying quantities. Additionally, Lessee may not draw anti remove casing until after thirty (30) days wrinen notice to the Commissioner o f the General 
La~~llicc and to the owner of the soil. The owner of the soil shall hccome the owner of any machinery, fix tures, or casing which arc not t imely removed by Lessee 
llli~' tl%.: terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 oft11is lease, the rights and estates of either party to this 
lease may he: assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal represent atives, successors 
uml ussit;n~ . lluwevcr, u chan~:e ur division iu owncr~hip nf thc luutl, rcntuls, or roy11lties will niH enl•r11c the obli11ations o fLc»ee, di111inbh the rights, privilege~ 
wtd cstdtc~ of Lessee:, impuir the en·ectivenc:ss of uny puyment made by Lessee or intpuir the cllectivcness of wty act perfonnctl by Lessee. And no chant;e or 
division in uwnership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) tlays after the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) fumishes the Lessee with satisfactory wriuen evidence of the change in ownership, including the original recorded muniments of title (or a 
ccrtitietl ~opy of such originul) when the ownership chun~:cd because of a conveyance. A total or partial assignment oflhis lease shall, to the extent of the interest 
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, tlte right and 
option to pay rentals shall be appon ioned as between the several owners ratably, according to the area of each, and failure by one o r more of them to pay his share of 
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, iftJ1e assignor or assignee does not fil e a 
ccnifietl copy of such assignment in the General Land Office before t11e 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 o riginal lessee or any 
prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNM6NT LIMITAT ION. Notwithstand ing any provision in Paragraph 27(a). if the owner of the soil acquires !his lease in whole or in part by 
assignment without the prior wrillen approval of the Commissioner of the General Land Office, tl1is 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 : 

( t ) a nominee of the owner of the so il ; 
(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 subsid iary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockJ10Ider or employee of the corporation which is the owner of the soil ; 
(5) a partner o r employee in a panncrship which is the owner of the so il; True and Correct 

copy of 
Origtnal filed in 
Reeves County 

Clerks Office 



(6) a fiduciary for the owner of U1e soil: including but not limited to a gunrdinn, tru~tc:c. executor, adrnini~trAtor . receiver. ur c:all~c: rvntur ji>r t\lc • 
owner of the soil: or ,j . , 1\ 

(7) a family member of Ute owner of the soil or rel ated l b Uu: owner ofU1e soil by maniogc, blood, or adoption. 
28. RELEASES. Under U1e conditions contained in U1is 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 port ion or rortions. 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 t11e acreage which was covered by l11is 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 U1e surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any p-an ofU1is lease is assigned or released. such assignment or release must be recorded in 
U1e county where the land is situated. and U1e recorded instrumenl or a copy of the recotlled instrument certified by Ute County Clerk of tJ1e 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 
BSsignrnent is not so filed. the rights acquired under tJ1is lease shall be subject to forfeiture at U1e ortion of U1e Commissioner of tJ1c General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to tJtc lease of the above-described lnnd hnvc been included in this instrument. including the 
statement of tJ1e true consideration to be paid for tJ1e execution of tJ1is lease and the rights nnd duties of Ute pa~ties . Any collateral agreements concerning the 
development of oil and gas from the leased premises which are not contained in tJ1is lease render this lease invalid. 

31. FIDUCIARY DUTY. TI1e owner of the soil owes Ute State a fiduciary duty and must fully disclose any facts affecting U1e State's interest in Ute leased 
premises. When the interests of the owner of the soil conflict witJ1 U10sc of the State, U1e owner of the soil is obligated to put tJte State's intcrcst.s before his personal 
interests. 

32. FOitFEII IJilE. If Lessee sluoll fnil or refuse In rnnke the pnyntcnt nf nny '""' within tlolr ry tiny< nllc r it hccnruc< clue, '" if I .e<<ee nr nn nut lwr i7ctl 
agent ~hould knuwlngly mAke 10ny false return or false report concewing production or drill ing, ur if l.e~scc sltnll fAil ur refuse to drill nny unset well or well~ In goull 
faith as required by law and Ute rules and regulations adopted by Ute Commissioner of Ute General La~td Office, or if Lessee should fail to file teports in the manner 
required by law or fai l to compl y with rules and regulations promulgated by the General Land Office. the School Land Ooard. or the Railroad Commission, or if 
Lessee should refuse the proper auU10rity access to Ure records pe11aining to operations, or if Lessee or 11n authorized agent should knowingly foil or refuse IO give 
correct infom1ation to the proper aulhority, or knowingly fail or refuse to furnish the GenerAl Land Office a correct log ofnny well. or if Lessee shall knowingly 
violate any of the material provisions ofUtis lease, or If this lease Is assigned and U1e a.~signment is notlilcd in the General Land Office as required by law, the rights 
acquired under th is lease shall be subject to forfeiture by U1e Commissioner, and he shall forfeit sante when sufficiently in formed of the facts which authorize a 
forfeiture, and when forfeited the area shall again be subject to lease under the tenns of Ute Relinqu ishment 1\ct llowever, noUring herein shall be construed as 
waiving the automatic termination of Otis lease by operation of law or by reBSon of any special lhnilat ion nrising hereunder. Forfeitures may be set nslde And th is 
lease and all rights thereunder reinstated before the rights of another intervene uron sal is factory evidence IO lhc Commissioner of the General Land Office of future 
compliance with the provisions of the law and of tJtis lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texa.~ NRturnl Resources Code 52. 136. the Stale shall hnve n first lien upon all oil and gR.~ produced from the Rrcn covered 
by this lease to secure payment of all unpaid royalty rutd oU1er sums of money U1atmny become due under U1is lease. By acceptance of tJ1is lease, Lessee grants ihe 
State, in addition to U1e lien provided by Texas Natural Resources Code 52.136 and a11y other applicable statutory lien, an express contractual lien on and security 
interest in all leased minerals in rutd 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 U1e leased premises used in connection with tJ1e production or processing of 
sue~ 1<:~-itd minerals in order to secure the payment of all royalties or other antounts due or to become due under this lease and to secure payment of a11y dantages or 
lofs.tftil.ressor 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 
for~~cod with or without court proceedings in the manner prov ided in the Title I, Chapter 9 of the Texas Ousincss and Commerce Code. Lessee agrees that the 
Cdtwgl'!;s~ner may require Lessee to execute and record such instruments as may be rea.~onabl y necessary to acknowledge. allach or perfect this lien. Lessee hereby 
repr~nts that there are no prior or superior liens arising from and relating to Lessee's activities upon Ute above-described property or from Lessee's acquisition of 
this lease . • Should U1e Commissioner at any time determine U1at this representation is not true. Uten the Commissioner may declare U1is lease forfeiled as provided 
he~~r. • •: 

34. POOLING. Lessee is hereby granted d1e right to pool or unitize the royalty interest of U1e owner of U1e soil under this lease with any olher leasehold 
or mir~eral interest for the exploration, development and production of oil or gas or eiU1er of U1em upon the same terms as shall be approved by U1e School Land 
Boar~.Bl'~ the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under Ut is lease pursuant to Texas Natural Resources 
Colfe •• YJ.. tS 1-52.153. The owner of the soil agrees that U1e inclusion of this provision in this lease satisfies U1e execution requirements stated in Texas Natural 
Resources Code 52.1 52. 

35. INDEMNITY. Lessee hereby releases and discharges U1e State of Texas aEd U1e 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 dan1ages is sought, including, but not limited to. all losses and expenses which are caused by I he 
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, U1e operations of or for Lessee on the leased premises 
hereunder, or U1at 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, drunages, actions, personal inj ury (including deaUt}, 
costs and expenses, or o U1er harm for which recovery of dantages is sought, under any U1eory including tort. contract, or strict liability, including attomeys' fees and 
other legal expenses, including those related to environmental hazards, on the leased premises or in ruty 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 tlte leased premises; and U1ose that may arise out of or be occasioned by Lessee 's breach of any of the temts or provisions· of this 
Agreement or any oU1er act or om is~ ion of Lessee, its directors, o fficers, employees, partners. agents. contractors. subcontractors, guests, invitees. and tlteir respective 
successors and assigns. Each IISsignec ofU1is Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify. defend rutd hold harmless the State of 
Texas and the owner of the soil , their o fficers, employees, and agents in tJ1c same mnnner provided ahovc in connection with tJ1e activities of Lessee, its o fficers, 
employees, and agents as described above. EXCEI'T AS OTIIEHWISE EXPRESSLY LIMITEI> HEREIN, ALL OF T il E INUEI\INITY OOUGATIONS 
ANIJ\OH LIARILITIES ASSUME() UNUEll TilE TEHI\tS OF TillS AGHEEMENT SHALL DE WITHOUT LIMITS AN() WITHOUT REGA RD ., U 
TilE CAUSE OR CAUSES TIIEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICf LIAUILJTV, OR T il E NEGLIGENCE OF ANY PAHTY 
OR PARTIES (INCLUDING Til£ NEG LIGENCE OF TilE INDEMNIFIED I' ARTY), WII ETIIER SUCII EGUGENCE OE SOLE, J OI T, 
CONCURitENT, AC I'JVE, Olt I'ASSIVE. 
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree o f 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 pc:nnlt 10 remain on the leased premises any asbestos 
containing materials, explosives, roxie materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the renn " Hazardous 
Substance" is defined in the Comprehensive: Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 960 I, c:l seq.), or roxie 
substances under any federal, stale, or local law or regulation ("l lazardous Materials"), exc~pt crd!~::..-y ;:::>:!~:;;IS ~;;:r.aor.ly used ;n co m1ection with oil and gas 
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROIIIBITION 
SIIALL CONSTITUTE A MATERIAL BREACH AND DEFAULT hEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND 
DEFEND TilE STATE OF TEXAS AND TilE OWNER OF TilE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGl:S, JUDGMENTS, PENALTIES, 
l.IADII.ITIES, ANI> COSTS (INCLUI>ING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF TilE FOREGOING PRO Ill BITION OR (II) TilE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, 
UNDER, OR ABOUT TilE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY TilE 
PRESENCE OR RELEASE OF ANY IIAZARI>OUS MATERIALS IN, ON, UNI>ER, OR ABOlrfTIIE LEASEI> PREMISES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PREMISES IN CONFORMANCE Will[ TilE REQUIREMENTS OF APPLICABLE LAW. TillS 
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SIIALL IMMEDIATELY GIVE TilE STATE OF 
TEXAS AND TilE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF TIUS PARAGRAPH, UPON 
LEARNING OF TilE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WIIICH MAY AFFECT TilE LEASED PREMISES. THE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE TilE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is i~sued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly known as the 
Relinquishment Act. and other applicable statutes and amendments thereto, and if any pro~ision in this lease does not confonn lo these statutes, the statutes will 
prevail over any nonconfonning lease provisions. · 

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

39. LEASE FlUNG. Pursuant lo Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County 
Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be: filed in the General Land Office. This leas~ is not 
effective until a certified copy of this lease (which is made and certified b:· the County Clerk from his records) is filed in the General Land Office in accordan'fe with 
Texas Natural Resources Code 52.183 . Additionally, this lease shall not be: binding upon the State unless It recites the actual and true consideration paid or promised 
for execution of this lease. The bonus due the State and the prescribed filing fcc shall accompany such cenified copy to the General Land Office . 

. .. 
• • • . .. .... 
• • • .. . 

• ······ • • TITLE: ___ __,--,-.,--..,........,.-J------

DATE: __ z;----'-~-~-~~f.Jw<~'--·---
s•~,~~s 
BY: hfLAty 
Individually and as agent fo; the State of Texas 

DRtc:_~J-_-_2_?...-_f_f _ ____ _ 

STATE OF TeXAS 

BY=----------~=------
Individually and as agent for the State of Texas 

Date: ___ .....;.. ____________ _ 

STATE OF TEXAS 

BY:~~~~~~-r~~~~~~~~~­
lndividually and ns :~gen 

Anne Jobst Go r, a married woman 
dealing in her sol e and separate n 
property 
Date : __________________________ __ 
SS# ________________________ _ 
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. 
• STATE~f ______________________ __ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ___________________ _ 

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

known to me to be Ute, person whose name is subscribed to Ute foregoing instrument, as. _____________________________________ o.f 

_ _________ 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~------------------- (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ____ _______ _ 

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

known to me to be tJte person whose name is subscribed to tJte foregoing instrument, as _________________________________ of 

~~----~-~~~-~~----~~~--~--~-~-~--~~~~~·and~bo~~g~wmeUW~~"u~dtJMsanM 
for Ute purposes and consideration thereiu 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 ________ TEXAS~~=---------- (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTYOF ___ ~MI=D=LAND==~----

• • • Before me, the undersigned authority, on this day personal ly appeared, ___ CLA::::::~Y~J=O:.:.HN=SON=:.:....--------------• . . -
knO'fQ ~~me to be tJte persons whose nan1es are subscribed to the foregoing instniment; and acknowledged to me that they executed the same for Ute purposes and 
corfsl~at~n therein expressed. 

,Piven under my hand and seal of office this the ________ day of _______________ ___, 19 98 
•••••• • • 

• Notary Publ ic in and for __________ "'"'-. ··:·. ~ 
STATE OF

0 /l (/[f 
COUNTY OF~(_ tf} 

f · 

(INDIVIDUAL ACKNOWLEDGM~T) 

Defore me, U1e undersigned auU1ority, on this day personally appeared ____ ANNE _____ J_O_BS __ T_GO_YER ______________ _ 

known to me to be U1e persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for tJte purposes and 
consideration U1erein expressed. '•, 

' · 

., , 

'• 
''· 

: ' .; 
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EXHIBIT" A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
MAY 15, 1998, BY AND BETWEEN ANNE JOBST GOYER, A MARRJED WOMAN 
DEALING IN HER SOLE AND SEPARATE PROPERTY, AS LESSOR, AND CLAY 
JOHNSON, AS LESSEE, AND COVERTNG ALL OF SECTION 6, BLOCK 58, PSL 
SURVEY,REEVESCOUNTY,TEXAS 

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

• •. ••• point in time when the pertinent well is spudded and the term "completion" shall mean the date 
:.:: upon which the initial potential test report is filed with the Railroad Commission of the State of 

• • • • : Texas, if a productive well, or the date of filing the plugging report with the commission, if a dry 
• hole. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, 

• 
·:···: Lessee shall nevertheless continue to have the right of ingress to and egress from said land still 

subj ect to this lease for purposes described in paragraph l hereof, together with easements and 
• rights of way for roads, pipelines and other facilities on, over and across all of the lands still 

• ••:•. subj ect to thi s 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 thi s lease shall be the termination or partial termination of Lessee's rights 
under the lease as provided above. 

I n conducting such continuous dri ll ing 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 complet ion of the last 
precedi ng well , the port ion of the prescribed 180 day period not used may be carried forward and 
added to the period between subsequent well s 

Anne Jobst Goyer, a r ried woman dealin 
her sole and separate property 
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TITAN RESOURCES, L.P./ 

ACQUISITIB~r&~~~~~JER OF THE GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus 

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

•••••• • • 

Che&king 

•••• • • • .. . 
TITAN RESOURCES, L.P. 

Lease Bonus 

Payment in full of the 1/2 Lease Bonus 
Consideration due the State of Texas 
r<fr~~~!Gas Lease dated 05/21/98 
from the State of Texas by Agent, Anne 
Jobst Goyer, a married woman dealing in 
her sole and separate property. Lessor. 
in favor of Clay Johnson. Lessee. covering 
All of Section 6, Block 58, PSL Survey, 
Reeves County. Texas . 

) '?V 

ACQUISIT18f:j£~~~t:\~ER OF THE GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus 

Checking 

L J 
(. .) 

I ) 
(..1) 

• J 

Lease Bonus 

Payment in full of the 1/2 Lease Bonus 
Consideration due the State of Texas 
for Oil & Gas Lease dated 05/21 /98 
from the State of Texas by Agent. Anne 
Jobst Goyer, a married woman dealing in 
her sole and separate property, Lessor, 
in favor of Clay Johnson, Lessee, covering 
All of Section 6, Block 58, PSL Survey. 
Reeves County. Texas. 

8/ 17/98 002304 X 2.160.68 

2,160.68 

8/17/98 
002304 
2. 160.68 

2,160.68 
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Texas General 
Land Office 

David Dewhurst 
Commissioner 

Stephen F. Austm Building 

1700 North 
Congress Avenue 

Austin, Texas 
78701-1495 

512-463-5001 

August 11 , 1999 

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

Re: RELINQUISHMENT ACT LEASE NO. M-100102 
Sec. 6, Blk. 58, PSL Sur. 640.20 gross ac. 320.10 net ac. 
Reeves County 

Dear Mr. Ready: 

The certified copy of the Relinquishment Act Lease covering the above 
referenced tract has been approved and filed in our records under mineral file 
number M-1 00102. Please refer to this number in all future correspondence 
concerning the lease. 

Your remittance of $9,017.71 , 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. 

s~~R~ 
Drew Reid 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

DR:MS:mrg 





. ...,. ,,._ . , ._ __ ...,, ·---, '-· ' 

ACQUISITI~~WNER OF THE GENERAL LAND OFFICE l l/27f00 
. PARAGON #299:Lease Bonus Payment in full of 1/2 lease bonus consideration due the 

State of Texas for execution of Paid-Up Oil and Gas 
Lease dated September 22, 2000. by and between The State 
of Texas by Agent Susan G. Stewart, dealing in her sole 
and seperate property, Lessor, and Clay Johnson. Lessee. 
covering Section 6 , Block 58, Public School Land Survey, 
Reeves County, Texas. 

(This lease covers lands in the Mcilvain Prospect No. 681 
covered out ofthe Paragon Prospect.) 

Checking Lease Bonus Consideration 

PURE RESOURCES, L.P. ~ 
ACQUISITI~~~~~R OF THE GENERAL LAND OFFICE 11127f 00 

PARAGON #299:Lease Bonus Payment in 11 of 1/2 lease bonus consideration due the 
State ofT . as for execution of Paid-Up Oil and Gas 
Lease ed September 22, 2000, by and between The State 

Checking 

of Texas by Agent Susan G. Stewart. dealing in her sole 
and sepemte property, Lessor, and Clay Johnson, Lessee. 
covering Section 6 , Block 58, Public School Land Survey, 
Reeves County, Texas. 

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

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

• •• • • • •• • 

••• • . 
• • • • 

004882 
4,2 14.65 

4,214.65 

004882 
4214 .65 

K 4,214.65 



ACQUISITIOG~SKIOOER OF THE GENERAL LAND OFFICE ll /27f00 
. PARAGON #299:GLO Filing Fee 

Checking Filing Fees 

PURE RESOURCES, L.P. 

Filing fee due lhc Slate ofTcxas for Paid-Up Oil and Gas 
Lease dated September 22, 2000, by and between 
The State of Texas by Agent Susan G. Stewart, dealing in her sole a 
seperate property, Lessor, and Clay Johnson, Lessee, covering 
Section 6. Block 58, Public School Land Survey, Reeves 
County, Texas. 

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

ACQUISITIOGm«<SSJ(<:)&ER OF THE GENERAL LAND OFFICE 
PARAGON 11299:GLO Filing Fee 

Checking Filing Fees 

Filing fee due the te of Texas for Paid-Up Oil and Gas 
ember 22, 2000. by and between 

exas by Agent Susan G. Stewart, dealing in her sole a 
sepera roperty, Lessor, and Clay Johnson, Lessee, covering 
Sec · n 6. Block 58, Public School Land Survey, Reeves 

ounty, Texas. 

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

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

• •• • • • • • • 

00488~ 
25.00 

25.00 

004885 
25.00 

X 
25.00 



. ...,, , ,_. ·---.... . ·---, -·· 
ACOU ISITI~R OF Tl TE GENERAL LAND OFFICE ll/27f00 

. PARAGON #299:Lease Donus Payment in full of 1/2 lease bonus consideration due the 
State of Texas for execution of Paid-Up Oil and Gas 
Lease dated September 22, 2000, by and between The State 
of Texas by Agent Frances Fairfax Stewart Donovan, dealing in her 
sole and seperate property, Lessor, and Clay Johnson, Lessee, 
covering Section 6. I31ock 58, Public School Land Survey, 
Reeves County, Texas. 

(This lease covers la nds in the Mcflvain Prospect No. 68 1 
covered out of the Paragon Prospect.) 

Checking Lease I3onus Consideration 

PURE RESOURCES, L.P. - ~ 
ACQUISITICOJ'OOfN!JSJSmrEYoF TllE GENERAL LAND OFFICE ll /27f00 

PARAGON #299:Lease Donus Payment in full of 1/2 lease nus consideration due the 
State of Texas for execu · n of Paid-Up Oil and Gas 
Lease dated Septem 22, 2000, by and between The State 
of Texas by Age ranees Fairfax Stewart Donovan, dealing in her 
sole and sepe e property. Lessor. and Clay Johnson. Lessee, 
covering. etion 6 , Block 58, Public School Land Survey, 
Reeve ounty, Texas. 

his lease covers lands in the Mcflvain Prospect No. 68 1 
covered out of the Paragon Prospect.) 

Checking Lease 13onus Consideration • • • • ••• ••• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • .. • • • • • • •• • • 

004881 
4214.65 

4214.65 

004881 
4214 .65 

X 4~14.65 



ACQUISITI~I'E!)NER OF THE GENERAL LAND OFFICE 11 /27/'00 

PARAGON #299:GLO Filing Fee 

Checking Filing Fees 

PURE RESOURCES, L.P. / 

Filing fee due the State of Texas for Paid-Up Oil and Gas 
Lease dated September 22, 2000, by and between 
The State of Texas by Agent Frances Fairfax Stewart Donovan, 
dealing in her sole and seperate property. Lessor, and Clay 
Johnson, Lessee, covering Section 6, Block 58, Public School 
Land Survey, Reeves County, Texas. 

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

ACOUISITI~~R OF THE GENERAL LAND OFFlCE 11 /27/'00 

PARAGON #299:GLO Filing Fee 

Checking Filing Fees 

Filing fcc due the S e of Texas for Paid-Up Oil and Gas 
mber 22, 2000. by and between 

The State o( exas by Agent Frances Fairfax Stewart Donovan, 
dealing i er sole and seperate property, Lessor, and Clay 
John n, Lessee. covering Section 6. Block 58, Public School 

d Survey, Reeves County, Texas. 

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

• • .. • • •• ••• . • • • • • • • • • • • • • ~ • • • • • • • • . • . • • • • • • . • • • •• • • • • • • •• • • 

004886 
25.00 

25.00 

004886 
25.00 

K 25.00 



runcnc~vun~c~~r. 

ACQUISITI~HDNER OF THE GENERAL LAND OFFICE ll /27f00 
PARAGON #299:Lease Bonus Payment in full of 1/2 lease bonus consideration due the 

State of Texas for execution ofPaid-Up Oil and Gas 
Lease dated September 22. 2000, by and between The State 
ofTexas by Agent Walter P. Stewart ill, dealing in his sole and 
seperate property, Lessor, and Clay Johnson, Lessee, covering 
Section 6, Block 58, Public Land School Survey, Reeves 
County, Texas. 

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

Checking Lease Bonus Consideration 

PURE RESOURCES, L.P. . / 
ACQUISITI~I®NE~OF THE GENERAL LAND OFFICE ll /27f 00 

PARAGON #299:Lease Bonus Payment in full of 1/2 lease us consideration due the 
State ofTexas for executi of Paid-Up Oil and Gas 
Lease dated Septembe 2. 2000, by and between The State 
of Texas by Agent alter P. Stewart III. dealing in his sole and 
scperate prope . Lessor, and Clay Johnson, Lessee, covering 
Section 6. B k 58, Public Land School Survey, Reeves 

(Th · lease covers lands in the McTivain Prospect No. 681 
ered out of the Paragon Prospect.) 

Checking Lease I3onus Consideration • • ••• ••• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • •• • • • • • ••• • • 

004880 
4,214.65 

4,214.65 

004880 
4,214.65 

K 4)14.65 



t-'UHt: Ht:::;UUH(..;t:::;, L.t-'. 

ACQUISITI~fV!Nf.~~R OF THE GENERAL LAND OFFICE 11/27!00 
. PARAOON #299:GLO Filing Fee 

Checking Filing r:ecs 

Filing fee due the State ofTexas for Paid-Up Oil and Gas 
Lease dated September 22, 2000. by and between 
The State of Texas by Agent Walter P. Stewart Ill, 
dealing in his sole and seperate property, Lessor, and Clay 
Johnson, Lessee, covering Section 6, Block 58, Public School 
Land Survey, Reeves County, Texas. 

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

PURE RESOURCES, LP. / 
ACQUISITI~~lSIOOER OF THE GENERAL LAND OFFICE 11 /27/'00 

PARAGON #299:GLO Filing Fee 

Checking Filing Fees • • • . • • • • . • • • • • • • 

Filing fee due the te ofTexas for Paid-Up Oil and Gas 
Lease dated SeP, mber 22, :woo, by and between 
The State of xas by Agent Walter P. Stewart Ill. 
dealing in · sole and seperate property, Lessor, and Clay 
Johnson. Lessee. covering Section 6, 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.) 

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

004887 
25.00 

25.00 

004887 
25.00 



.... 
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•• •• • • • • • 
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~ .JPURE r::- ~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 22, 2000 by and between The 
State of Texas by Agent Susan G. Stewart, dealing in her sole and separate property, 
Lessor, and Clay Johnson, Lessee, covering, Section 6, Block 58, Public School Land 
Survey, Reeves County, Texas. 
Paragon Prospect No. 299 (Mcllvain Prospect No. 681) 
Mineral File No. 100102 

Dear Mr. Reid: 

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

1. Certified copy of Oil and Gas Lease dated September 22, 2000, between the 
State of Texas, acting by and through its Agent, Susan G. Stewart, dealing in 
her sole and separate property, Lessor, and Clay Johnson, Lessee, covering the 
captioned lands in Reeves County, Texas, which has been duly filed under 
C lerk's File No.002741 to be recorded in the Oil and Gas Lease Records of 
Reeves County, Texas . 

2. 

3. 

Pure Resoures. L P 

Pure Resources, L.P. Check No. 4882 made payable to the order of 
Commissioner of the General Land Office of the State of Texas in the amount 
of $4214.65, representing payment in full of lease bonus consideration (112 due 
the State of Texas) for the above mentioned Oil and Gas Lease . 

Pur·e Resources, L.P. Check No. 4885 made payable to the order of 
Commissioner of the General Land Office of the State of Texas in the amount 
of $25.00, representing the required filing fee for handling this matter . 

500 West llhllOIS Midland, Texas 79701 OffiCe 915-498-8600 fax 915-4~2675 web www poreresources 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 11, 1999, under Mineral File No. M-100102. 

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

WJB/dw 
Enclosures 

Very truly yours, 

. obert~ 
and Di:e~Zl 

RECEIVE D THIS DAY OF __ , 2000. 
TEXAS GENERAL LAND OFFICE 

BY ______________________ _ 

Drew Reid 



•••• • • •••• 
•••• • • •••• 
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• •• • • • •••• .. .. 
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~ .-:JPURE r ~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: 

Dear Mr. Reid: 

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

1. Certified copy of Oil and Gas Lease dated September 22, 2000, between the 
State of Texas, acting by and through its Agent, Frances Fairfax Stewart 
Donovan, dealing in her sole and separate property, Lessor, and Clay Johnson, 
Lessee, covering the captioned lands in Reeves County, Texas, which has been 
duly filed under Clerk's File No.002742 to be recorded in the Oil and Gas Lease 
Records of Reeves County, Texas. 

2. 

3. 

Pure Resoures L P 

Pure Resources, L.P. Check No. 4881 made payable to the order of 
Commissioner of the General Land Office of the State of Texas in the amount 
of $4214.65, 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. 4886 made payable to the order of 
Commissioner of the General Land Office of the State of Texas in the amount 
of $25.00, representing the required filing fee for handling this matter . 

500 West 11~11015 Midland, Texas 79701 OffiCe 91 5-498-860() fax 91 5-49S-2675 l'oeb WNW poreresources 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 11, 1999, under Mineral File No. M-100102. 

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

WJB/dw 
Enclosures 

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

BY ____________________ __ 

Drew Reid 
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G .:JPURE t:: ~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: 

Dear Mr. Reid: 

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

l. 

2 . 

3. 

Pure Resoures, LP 

Certified copy of Oil and Gas Lease dated September 22, 2000, between the 
State of Texas, acting by and through its Agent, Walter P. Stewart ill, dealing 
in his sole and separate property, Lessor, and Clay Johnson, Lessee, covering 
the captioned lands in Reeves County, Texas, which has been duly filed under 
Clerk's File No.002740 to be recorded in the Oil and Gas Lease Records of 
Reeves County, Texas . 

Pure Resources, L.P. Check No. 4880 made payable to the order of 
Commissioner of the General Land Office of the State of Texas in the amount 
of$4214.65, 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. 4887 made payable to the order of 
Commissioner of the General Land Office of the State of Texas in the amount 
of $25.00, representing the required filing fee for handling this matter. 

500 West llhnotS Midland Texas 79701 OffiCe 915-498-8600 fax· 915-498-2675 web· 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 11, 1999, under Mineral File No. M-100102. 

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

WJB/dw 
Enclosures 

Very truly yours, 

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

BY ____________________ __ 

Drew Reid 
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, 
'General ~.an d Office 
Rclinquishmnt Act Lease Form 
Revised. Scptcmbu 199i 

D 

PAI D - UP 

OLL A.'.'D GAS LEASE 

THIS AGREEMENT is made and entered into tlus 2 2 dar. of S ept , IX 2J 0 Obetween the State of Texas. acting by and tllrough its 
~cn~~s~u~s~a~n~~G~·~S~t~e~w~a~r~t~, ~d~eda~l~i~n~~~~1~n~h~e~r~~s~o~I~e~~a~n~~s~e~p~a~r~a~t~e~~P~r~o~p~e~r~t~v--__________ __ 

P 0 Box 275 of 
___ _AB~o~l~j~n~a~s~.~~C~A~~9~4~9~2~4~----------~~~------_-_-_-~----_-_-_-_-_-_-_-_-_-_-_-~_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-~s-a~id-a-ge-~-t-

(Give Permanent Address) 
hereinafter called Lessee. 

l . GRANTING CLAUSE. For and in consideration oi the amounts Stated below and of the covenants and agreements to be paid. kept and perfonned bv 
Lessee unde~ this le:!Se. the State of Texas acting by and tllrough the owner of the soil. hereby grants. le:!Ses and le:s untO L: sse:. for the sole and only purpose of · 
prospecting and drilling for and producmg oil and gas. laymg pipe lines. building tanks. storing 01l and building power stations. telephone lines and other structures 
thereon. to produce. save. take care of. treat and transport sa1d productS of the lease. the following lands siruated in Reeves County, State 
ofTcxas. to-w1t: 

S ec t ion 6, Blk. 58 , P u blic Land Sch o o l S urvey 

containing 6 4 0 • 2 0 acres. more or less. The bonus consideration pa1d for th1s le:!Se is as follows: 

To theState ofTexas: Four Thousand Two Hundred Fourteen and 65/100---
Dollars (S_ 4 

1 
21 4 6 5 ) 

To the owner ofthe soil : Four Thousand Two Hundred Fourteen and 6 5/1 00---
Dollars (S 4 

1 
2 1 4 6 5 ) 

Total bonus consideration: Eight Thousand Four Hundred Twenty - n i ne and 3 0/1 00 -
Dollars (S 8 , 4 2 9 • 3 0 

The total bonuscons1derauon paid represents a bonus of S e venty- n j ne and No /1 0 0- ------ - - ------
__________________ Dollars (S 7 9 a a ) per acre. on 1 0 6 I 7 Onet lCres. 

2. TER..'-1. Subject to the other provisions in this le:!Se.this le:!Se shall be for a term of F ive ( 5 } years !Tom this date 
(herein called "primary term") and as long there mer as oil and gas. or either of them. is produced in paying quanuues from ;aid land. 
As used in th1s le:!Se. the term "produced in paying quantities" meartS that the receipts from the sale or other authonzed commerc:al use of the substance(s) covered 
exceed out of pocket oper.monal expenses for the six months last past. 

on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the ____________ ____________________________________ ~~ 

at __________________________________________ __, 

said land), the amount spec1fied below; in addiuon. Lessee shall pay or tender to the COMMISSIONER OF THE G2-l'ERAL L 
TEXAS. AT AUSTIN. TEXAS. alike sum on or bc:t'ore said date. Payments under th1s p~raph shall operate :IS a ren ~ shall cover the privilege ofdefemng 
the commencement of a well for one ( l) year from said date. P:Jyments under thiS paragnph shall be in the folio' 

To the owner of the soii=---------------------------------:=:>"'"""""'-----:-------------------------------------­
Dollars(S 

TotheStateofT~eX_:lS __ : --------------------------~~~----------J 

Dollars (S ________ _ -=,...c::'---------- ___J 
TotalRental :___,~------------~~~--------------------------~--------------------------------------

Dollars (S ____ ~....:::.'------------------___J 

ln a like manner and upon like paymen enders annually. &.e commencement of a well may be further deferred fo r suc~:ss1ve pe~ods oi one (I) year each dunng 
the pnmar:' term. All paymen enders oi rental to the owne~ oi :he soil may be made by check or s1ght dr:ut oi Lessee. or any assignee of this le:!Se. and ma~ be 
delivered on or before ntal paymg date. If the bank des1gnated in th1s paragraph (or Its succ:ssor bank) should c:ase :o ex1SL suspend bus mess. liquidate. fa1l or 
be succeeded other bank. or for any re:!Son fail or refuse to ac~ept rental. Lessee shall not be held in default for failure to make such payments or tenders of 

iny (30) davs after the owner of the s01l shall de! i~e~ to Lessee a prope~ recordable insli'Umcnt nammg anothe: !lank as agent :o rec:1ve such paymc:'llS 

• • • • • • • • • • •••• • • • • • • 

• • • • • • • • • • • • • • •• . . .. 
True - d Correct 

copy of 
Onginal flied in 
Reeve.- (' !iqnty 

C vrKS (J,JIC8 

40 



·~· 
, 4 . PRODUCTION ROYAL TIES. Upon production of oil and/or gas. Lessee a.gr.:es to pay or cause to be paid one-half ( 112) of the royalty 

provided for in this. lease to the Commiss1oner 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 hydrocaroons produced in a liquid fonn at the mouth of the well and also as all 
condeqsat~ distillate. and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment. as he remafter provided. shall be 

3 I 1 O t h S pan of the gross production or the market value thereof. at the option of the O"''ller of the soil or the Comm1ssioner of the 
Cn:;:,~:~ L:md Offic~. such \Ullue to be detenn ined by I) the highest posted price, plus premium. iiany, offered or paid for oil. condensate, disullate. or other liqu1d 
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. whiche ver is the greater. Lessee agrees that before any gas produced from the 
leased premises is sold, used or processed tn a plant, it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional rype. or 
other equipment at least as e fficient. so tha.t 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 condiuons as they prescribe. 

{B) NON PROCESSED GAS. Royalty on any gas {including Dared gas), which is de fined as all hydrocarbons and gaseous substances not defined 
as oil in subparagr:~ph (A) above, produc~d from any we ll on saJd land {except as provided herein with respect to gas processed in a plant for the extr:lcuon of 
gasoline. liquid hydrocarbons or other products) shall be 3/ 1 6 ths part of the gross production or the market value thereof. at the option of the 
owne r of the soil or the Commissione r o f :he General Land Office. such value to be based on the highest market price paid or offered for gas o f comparable quality in 
the general area where produced and whe:1 run. or the gross price paid or offered to the producer. whichever is the greater; provided that the maxunum 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 fo r 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 indus cry 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 part of the residue gas and the liqu1d hydrocarbons extracted or the market value thereof. at the opuon of the 
0"''1ler of the soil or the Commissioner of :he General Land Office. All royalties due herem 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 accrumg to Lessee. whichever is the greater. of the 
total plant production ofliquid hydrocarbons artributable 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 percent.age applicable to liauid hydrocarbons shall be tifty percent (50%) or 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negouated at arm's length {or if there is no such th1rd 
party. the highest percent then bemg spec:iied in processing agreements or contracts in the industry). whichever is the gre:uer. The respecuve royalties on res1due gas 
and on liquid hydrocarbons shal l be dete:mined 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 fo r such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons). 
wh ichever is the greater. In no event. ho .... ever. shall the royalties payable unde~ this paragraph be less than the royalties wh1ch would have been due had the gas not 
been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black. sulphur or any other products produced or manufacrured from gas {exce;mng liquid hydrocarbons) 
whether said gas be "casinghead.· "dry,· or any other gas. by fractionating, burning or any other processmg shall be 3 / 1 6 t b s part or' the 
gross production oisuch products. or the market value thereof. at the opuon oithe owner of the so1l or the Commiss1oner or' the General Land Office. ;uch market 
value to be detennined as follows: I) on the bas1s of the highest market pnce or' each product for the same month in wh1ch such product is produced. or:!) on the 
bas is of the average gross sale price of each product for the same month in wh1ch such produc:s are ;>reduced; whichever is the greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the pnmary term of th1s lease, if this lease is mamtained by production. the royalues 
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 !ess the QITIOunt o f 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 IN KIND. Notwithstanding any other provision in this lease. at anv ume or from time to time. the owner of the soil or the Comm1ssioner 
of the General Land Office may, at the opuon of either. upon not less than SIX~ (60) days nouce to the holder or' the lease. require that the payment oi any royalties 
ac:ruing to such royalty owner under this lease be made in kind. The owner of the so1l's or the CommiSSIOner of the General Land Office's nght to take Its royalty 1n 
kind shall not diminish o r negate the owner of the soil's or the Commissioner of the General Land Office's rights o r Lessee's obligations. wnether express or implied. 
under this lease. 

7. NO DEDUCTIONS. Lessee a.grees that all royal ties accruing under th1s lease (including those pa1d in kmd) shall be without deducuon ior the cost oi 
producing, gathering, s toring, separating. rrea.ting, dehydrating. compressmg, processing. transoomng, and otherw1se making the oil. gas and other products 
hereunder ready fo r sale or use. Lessee agrees to compute and pay royalties on the gross value rece1ved. including any reimbursementS for severance taxes and 
production related costs. 

8. PL-'.JVf FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent th1s lease's proportionate share o f any fue l used to 
process gas produced hereunder in any processing plant. Notwithstanding any other provision of th1s lease. and subJeCt to the wrinen consent of the o"'ner of the soil 
and the CommissiOner of the General Land Office. Lessee may recycle gas for gas lift purposes on the leased prem1ses or for inJection into any oil or gas producmg 
formation underlymg the leased pre:nises mer the liquid hydrocarbons contaJned in the gas have be:n 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 PA YMEYTS .-\.. '. 1) REPORTS. All royalties not taken in kmd shall be pa1d to the CommiSSIOner oi the General Land Office at Ausun. 
Te'(as. in the following manner: 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth m the Texas Register. Rules currently provide that royal~ on oil1s due 
and must be received in :he General Land Office on or before the 5th day of the second month suc::eding the month o f produc:1on. and royalty on gas is due and 
must be rece1ved in the General Land Office on o r beiore the 15th day oi the second month succeeamg the month o f producuon. accompan ied by the :lffidav1t of the 
owner. manager or other authorized agent. completed 1n the fonn and manner prescnbed by the General Land Office and showing the gross amount and dispOSitiOn o r' 
all oi l and gas produced and the market value oi the oil and gas. toge:her "'1th a <:opy of all documents. records or reports coniinnmg the gross producaon. dispos111on 
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and m\lfket value including gas metcr 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 s torage, 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 
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 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 fil ed when due shall incur a penalty in an amount set by the General Lana Ufltce admtmstrauve rule which is 
effective on the date when the affidavits or supporting documents were due. The Lessee shal l 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 dispulC as to the State's portion of 
the royalty or to that portion of the royal ty 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 al locable 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 
otlterwise 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, metcrs, 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-<ntry, 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 Railmad Commission. All applications, permits, reports or 
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any 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 associatcd improvements to the land must also include the word "State. • Lessee shall supply the General Land Office with 
any records, memoranda, accounts, reports, eutt.ings and cores, or other information relative to the operation of the above-<leseribed premises, which may be 
requestcd 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 shal l incur a penalty whenever reports, 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 materia.ls were due in the General 
Land Office. 

II . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production 
of oil o r gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or 
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from 
date of completion of said dry ho le 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 ho le 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 tcrm; 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 tcrm hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying dale 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 o r gas well is located on the leased premises, payments may be made in 
accordance with the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drill ing 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 arc prosecuted in good faith and in workmanl ike manner without interruptions totaling more than sixty (60) days during 
any one such operation, and if they result in lite 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 tcrm, 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 total ing 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 -IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. u: at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in 
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable 
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas 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 quantit.ies. If Paragraph 3 of this lease docs not specify a delay rental 
amount, then for the purposes ~fthi~paragra(41t,the.delay .. ~~~ ~qwtt shall be odne.J!o llar (SI .OO) per acre. To be effective, each initial shut-in oil or gas royalty 
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niust ~ paid on or before: ( I) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days 
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half(l/2) 
to the Commissioner of the General Land Office and one-half ( 112) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be 
a producing lease and the payment shall extend the term of t11e 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 the 
lease for four more successive periods of one (I) year by paying the same amount each year on or before the expiration of each shut-in year. 

15.- COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, 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 t11e 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 t11e drainage or which is completed in the same producing 
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half(l/2) to the Commissioner of the 
General Land Office and one-half(I/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 I2-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 written approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has 
been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in 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 hereoQ, 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. I 51-
52. I 53, 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 havingjurisdietion. 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 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 from the 
retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retain~d lands. 

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further 
terminate as to all depths below I 00 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in Paragraph I 6 (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 hereoQ. 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 acre.age 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 a.creage and/or 
depths not retained hereunder. The recorded release, or a ccnified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed 
by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases wit11in ninety (90) 
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or 
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the 
General Land Office and such designation shall be binding upon Lessee for all purposes. 

I7. 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 shal l usc 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 1,000 feet of the leased premises, or in any case where the leased premises is being 
drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or 
welts upon the leased premises within 100 days after the draining well or wells or the well or wells completed within I,OOO feet of the leased premises stan 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 oft11e General Land Office and with his written approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an of!Set 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 drill ing operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or 
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee 
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drilling and 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 oweq 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 estate and LIJe royalties am! ren!al he::-ein ;::-ov.id::d to b= ?:iz tc !he Cc::t:nissioner ~f the 
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of 
the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the 
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land 
Office shall be paid the value of the whole production allocable lO any undivided interest not covered by a lease, less the proportionate development and production 
cost allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production 
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. u: during the primary tenn, a portion ofthe land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.151-52.154, or 
if, at any time after the expiration of the primary tenn 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 lO 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 tenn shall be calculated based upon the number of acres outside the 
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease. 

21. USE 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. 

n . AliTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations lO all personal property, improvements, 
livestock and crops on said land. 

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

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

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the usc of containment facilities sufficient to prevent 
spillage, seepage or ground water conlamination. In the event of pollution, Le$see shall use all means at its disposal to recaptu:e alt..cscaped hydrocarbons or other 
pollutant and shall be responsil;>le 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, bottles, paper cups or garbage, and upon completion of operations shal l restore the surface of the land to as near its original 
condition and contours as is practicable. Tanks and equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by 
Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the tcnnination 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 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 perfonned by Lessee. And no change or 
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments oftitle (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 part of the acreage, the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of 
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a 
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shalltenninate for failure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any 
prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

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

(I) a nominee of the owner of the soil ; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee oftl1e corporation which is the owner of the soil; 
(5) a partner or employee in a partnership which is tl1e 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 o f 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 ponion or ponions 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 proponion that the surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release will 
not relieve Lessee of any 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 tl1e land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the county in which the 
instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fee. If any such 
assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office. 

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

31 . FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's inte rest 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 information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correc t log of any well, or if Lessee shall knowingly 
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights 
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a 
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as 
waiving the automatic termination of this lease by operation oflaw or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this 
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner o f 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 tl1is 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 1, 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 t ime determine that this representation is not true, then the Commissioner may dec lare 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 o il 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 soil 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 
hann, including environmental hann, 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 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 l iability, including attorneys' fees and 
other legal expenses, including those related to environmental hazards, on the leased premises o r 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 o r any other of Lessee's activities on the leased premises; those arising from 
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement or any other act or om is~ ion of Lessee, its directors, o ffi cers, 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 hannless the State of 
Texas and the owner o f the soil, their officers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers, 
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS 
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF TillS AGREEMENT SHALL BE WmtOUT LIMITS AND Wffi!OUT R EGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR 11-IE NEGLIGENCE O F ANY PARTY 
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, 
CONCURRENT , ACTIVE, OR PASSIVE. . . . . 

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

... 
• • • •• . 

••• • • • •• • 

True and c ~~~ 
C!O}' Jf 

Orig•na I t l0n , 
I - y 



16. 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. sedimeniS, and surface or subsurface strata. ambient air or any other environmental medium 
in, on. or under. the leased premises, by any waste, pollutant. o r conUI!Tlinant Lessee shall not bring or permit to remain on the leased premises any asbestos 
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials. hazardous substances (as the term "Hazardous 
Substance" is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA). 42 U.S. C. Sections 960 l. ct seq.), or toxic 
substances under any federal , state, or local law or regulation ("Hazardous Materials"), except ordinary produciS commonly used in connection with oil and gas 
exploration and development operations and stored in the usual manner and quautitie~ . LESSEE'S 'V l O LA ll01 ' I) !- nu: F0REG0l G PROHIBITION 
SHALL CONSTITtiTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HA.RJ\1LESS A 0 
DEFEND THE STATE OF TEXAS Ai'JD THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS. DAMAGES, J UDGMENTS. PENAL TIES. 
LIABILITIES. A D COSTS (INCLUDING REASO ABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROHIBITIO OR (tn THE PRESE C E. RELEASE, OR DISPOSAL OF ANY HAZARDO US MATERIALS ON. 
UNDER, OR ABOUT THE LEASED PREMJSES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP. RE MOVE, REMEDY AND RE PAIR Al"JY SOfL OR GROUJ','D WATER CONTAi\'liNATION AND DAMAGE CAUS ED BY THE 
PRESENCE OR RELEASE OF ANY H.AZ.ARDOUS MATEIUALS IN, ON, UNDER. OR ABOlfTTHE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THJS 
lNDEMNlFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, Ll.ABU.ITY FOR RESPO SE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATIO • LESSEE SHALL IMMEDIATELY GIVE THE STATE OF 
TEXAS AND THE OWNER OF THE SOIL WR.IlTE OTIC£ OF ANY BREACH O R SUSPECTED BREACH OF THIS PARAGRAPH, UPO ' 
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MA TER.lALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY P ERTAINING TO HAZARDOUS MA TER.lALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIO S OF LESSEE 
HEREUNDER SHALL SURVIVE THE EXPIRA TIO OR EARLIER TERMINATIO , FOR ANY REASO • OF THIS AGREEMENT. 

J7. APPLICABLE LAW. Th is lease is issued under the provisions of Texas Narural Resources Code 52. 171 through 52.190. commonly known as the 
Rel inquishment Act. and other applicable starutcs and am~ndmcniS thereto. and if any provision in this lease does not conform to these starutes. the statutes will 
prevail over any nonconforming lease provisions. 

J8. EXECliTJON. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the 
General Land Office of the State ofTexas. Once the filing requiremcniS fo und in Paragraph 39 of this lease have been satisfied. the effective date of this lease shall 
be the date found on Page 1. 

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 wh ich all or any part of the leased premises is located. and cenified copies thereof must be filed in the General Land Office. This lease is not 
effec tive until a cenified copy of this lease (which is made and ccnitied by the County Clerk from 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 S tale un less it recites the acrual and true consideration paid or promised 
for execution of this lease. The bonus due the State and the prescribed fili ng fee shall accompany such ccnificd copy to the General Land Office. 

DATE._....£.,1/t--t-f_{)_!) _ ___ _ 

BY;...,...,.-,----,-----:---:--=---::-::::----­
lndividually and as agenl for the Stale ofTc:xas 

Date: _ ___ _ ..:.._ ___________ _ 

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

G. Stewart 
property 

STATE OF TEXAS • •. 

, . 
BY. _ _ _ __ _:_ __________ _ 

Individually and as agent for the State of T7xas 

Date. ________ _ ___ ___ __ _ 

STATE OF TEXAS 

BY: __________________________________ _ 

Individually and as agent for lhe State of Texas 

Date: ___ _ _____________ _ 

@ 
True and C~"~rr~r;t 

••• coov • • Origi 11 • •• • • • • Are\ ,:, Cn1•1t 
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~TATEOF·----------------------- (CORPORATION ACKNOWLEDGMENl) 

COUNTYOF_• __________________ __ 

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 corporarion. 

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

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

STATE OF ____________________ _ (CORPORATION ACKNOWLEDGMENT) 

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~kno~edpd~ methM~~~u~dthesame 
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 __ . 

STATEOF California 

COUNTY OF q OlUYV 

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

(TNDMDUAL ACKNOWLEDGMENT) 

known to me to be the personf. whose name• are subscribed to the foregoing instrument.. and ac • 
consideration therein expressed. 

!: COMM. • 1273071 m 
(I) Notary Public-California en 
W MARIN COUNTY :::;: 

Notary Public i 

STATE OF-1-~~~~~~;:.;~C;orrm;;;;·;_;Exp:;:.,. Augus~~t 6~, 2004~~ 
COUNTYOF~~~~~~=----------

Before me, the undersigned authority, on this day personally appeared. ____ C.._.<-[~,.~b\-'"'l-'l4---;JO-=-.... b...\LM:.:~:::...V....;J __________ _ 

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

Given under my hand and seal of office this the __ -+1-~_+ ___ .day of _NI-=ot-LJ..( L.;) et....<.l.'M!...!..:b'-:EW::=-'---------------'' ~ 2 (X):) 

• • • • • • • • • • 

M. K. BRASUEL 
MY COMMISSION EXPIRES 

October 19, 2004 

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

1h ~. vfb((JQJ.e_Afl 
Notary Publ ic in and for Sm+ e o.P 7QXt:k 

Tru nd CorrPr 
• •• ···® copy of • 
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EXHIDIT "A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
SEPTEMBER 22, 2000, BY AND BETWEEN SUSAN G. STEW ART, DEALING IN HER SOLE AND 
SEPARATE PROPERTY, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING ALL 
OF SECTION 6, BLOCK 58, PSL SURVEY, REEVES COUNTY, TEXAS. 

40. Notwithstanding anything to the contrary contained in Paragraph Three (3) of this Lease, for all 
purposes this lease sha ll be a ful ly Pa id-Up Oi l & Gas Lease. Delay Rentals have been paid in full w ith 
the Bonus Consideration tendered herein. Delay Rental payment was based on a $1.00 per net mineral 
acre per year for Four (4) Years. Conc luding a $4.00 per acre Pd-Up Rental Payment was made in 
advance for the four ( 4) Year Period on the net mineral acres indicated in this Lease. 
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G~oeral Land Office 
Relioquishmot Act Le:~st For m 
Revised. September 199i 

PAID- UP 

0 lL A. 'ffi GAS LEASE 

THIS AGREEMENT is made and entered imo this 2 2 day of~S:!.e::::...t~'-'-.....,. 
agent. Frances Fairfax Stewart DOnovan 

t::n:;o oert ¥ of..-------------,--
~z,_6~4...::5:.......:L!:!.e~s:..:!l:..::i~e==--.!.:R~d~,L.-.!:I.S.Ea~n~t~a::i._.!;;R~o!.>s~a~, ~C::!A~z9-""5!..:14!....lO.t.:.4:!.-__________ _____ ___ said agent 

(Give Permanent Address) 
herein reiem:d to as the owne r of the soil (whethe~ one or more), and__;:C~l:.!:a~y~_:J~O::..:h;;.;n;..S::;..:;O-;.;n:;:.... _______ ___ ____ _ 
~2~0~3~Wue~s~t~Wua~J~J ~,~s~t~e~.~~8~0~0~.~-_uM~j~dLl~a~n~d~,~TLXa_~7~9~7~0~1 ______ ____________ of 

(Give Permanent Address) 
hereinafter called Lessee. 

I. GRANTING CLAUSE. For and in Qnsideration of the amounlS stated below and of the covenanlS and agreeme:m to be paid. ke;>t and performed bv 
Lessee unde~ this I elSe. the St.:u.e of T ex:!.S acting by and through the owner of the soil. hereby granlS. leases and lelS unto Lessee. for the sole and only purpose of · 
prospecung and drilling for and producing oil and gas. laytng pipe lines. building tanks. swring oil and building power stations. telephone lines and other structures 
the~eon. to produce. save. take c:~re of. treat and t:r.lnSpon sa1d produclS of the lease. the following lands situated tn Beeves County. State 
ofTexas. to-wit: 

Secti on 6, Blk. 58, Public Land School Survey 

containtng __ 6_4_0_ ._2_0 __ acres. more or less. rne bonus cons1derauon pa1d for th1s le:!.Se is as follows: 

To the State ofTexas:_ '":-F .... o~\~1 :-r-:-T .... h~ou.u ..... s=a...._n...,d~_.T..!w!..!o"'-...._H~u~n~d....,r!o...S<ec.l<d~F~o~u~r~t~e<.Ce~n'--.!a~n:..:..=d~~6-=5'..J./_1.:......:::0~0~---------
Doll~ (S_ 4 I 2 1 4 6 5 ) 

To the owner of the soil : Four T housan d T wo H u ndre d F ou r teen and 6 5 / 1 00 - --
Doll~ (S 4 

1 
2 1 4 6 5 ) 

Total bonus considerauon: Eight Thousan d F o ur H undre d T wen t y -ni n e a n d 3 0/ 1 00 -
Dollars (S 8 . 4 2 9 . 3 0 

The total bonus consideration paid represenlS a bonus of-:-=~S~e::-v~e::-nL:W-t...,v¥-=-=-nLJ...lj..Jnu..t:e:_.c.aunL..U.d...__..~.:NILlo....L/./_1~0~0~;..:-=.:;;-;.:-~-:.:-=.::-:.:-=.::-:.:-=.::-:.:-=.::-:.:-=.::-:...._ _ 
_ _ ___ ________ _ __ Dollars (S 7 9 0 0 - ) per acre. on 1 0 6 . 7 Onet acres. 

' TER.'vl. SubJeCt to the othe~ prov1sions in this lease. th1s lease shall be for a term of Five ( 5 ) yearS from this date 
(herein called "primary term") and as long there:u'te~ as oil and g:!.S. or e1ther of them. is produced in paying quanuues from sa.Jd land. 
As used in th1s le:!.Se. the term "produced in paymg quantiues" me:ms that the rece1plS from the sale or other authonzed comme~cial use oi the: substanc: (s) covered 
exceed out of pocket operational expenses for the SLX months last past. 

* See Exhibit " shown. as 40 
on or beiore such ann iversary date Lessee shall pay or tender to the owner of the soil or to his credit in 

the·----------------------------------------------------------------------------------------~~~ 
at or ilS successors (whtch shall conunue as the depoSitory reg:~rdless , anges in the owne~hip of 
said land). the amount specified below; in addiuon. Lessee shall pay or tender to the COMMISSIONER OF THE G2-IERAL OFFlCE OF THE STATE OF 
TEXAS. AT AUSTTN, TEXAS. a like sum on or beiore said date. PaymenlS under th iS paragraph shall operate :1S are d shall cove: the pnvilege of defemng 
the commenc: ment of a well for one ( I) year from sa1d date. P:1ymenlS under lh1s parug.raoh shall be m the fo 

To the owner of the soil :·---- ------------=_....e!::_---:--------------- ----­
Doll~ (5·--------------.,....e::::..--------~ 

To the S~te ofTexas : _ __________________ ~~~--------------------------------------------------------
Doll~ (S _______ _ _,.....c:. _ _ _ _ _____ ...J 

Tota! Renw:~~----------~~~--------------------------~------------------------------------
Doll~ (5 ___ __,,.......=------------------~ 

In a like manner and upon like payme tenders annually. the commencement of a we!l may be funher deferred for successtve pe:-iods oione (I) ye:1r each dunng 
the pnmary term. All paymen enders of rental to the owne ~ oi the so1l may be made by check or sight draft of Lessee. or any ass1gnee oi this le:!.Se. and ma~ be 
delivered on or befo re enw paying date. If the bank des1gnau:d m lh1s paragraph (or t[S successor bank) should cease to ext st. suspe:td busmess. 1tqu1date. fa~ I or 

other bank. or for any re:!.Son fad or refuse co accept renw. Lessee shall not be held in default fo r failure to make such pa~ menlS or tenders oi 
1rty (30) days after the owner of the sod shall delive~ to Lesse: a proper recordable instrument naming another bank :15 age:n to rec:1ve such paymc:ltS 

True and Correct 
copy of 
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~- PRODUCTION ROYAL TIES. Upon production of oil and/or gas. Lessee agr:::s to pay or cause to be: paid one-half ( If.!) o f the royalty 
provided for in this lease to the CommissiOner of the General Land Office of the State o f 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 form at the mouth of the well and also as all 
conderrsat;, dis tillate. and other liquid hydrocarbons recovere d from oil or gas run through a separator or other equipment. as he:emafter provided. shall be 

3t 1 o t h S part of the gross production or the market value thereof. at the option of the owner of the soil or the Comm1ssioner of the 
Gc::::rcl La:::! -Qr.i~:. s::c~ ·::.!:.:e tc !:c :!:::=i;; ~.:! by I) the:-highest posted price. plus premium. if any. offered or paid for oil. condensate. distillate. or othe: liquid 
hydrocarbons. respectively, of a like type and gravity in the gene :-a! area where produced and whe:l run, or 2) the highest market price the:eof offered or paid in the 
general area where produced and when run. or 3) the gross proceeds o i the sale thereof. whichever is the gre:uer. Lessee ag.:ees that before any gas produced from the 
leased premises is sold, used or processe d 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 separato r or other e quipment may be wa1ved in wriung by the royal!)· owne::s upon such terms and condiuons as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not de fined 
as o il in subparagraph (A ) above, produced from any well on Sa.Jd land (e:'<cept as provided herein with respect to gas processed in a plant ror the extracuon of 
gasoline. liquid hydrocarbons or other products) shall be 3 / 1 6 ths part of the gross production or the market value thereof. at the option of the 
O"''Tler of the soil o r the Commissioner of the General Land Office, such value to be basc:d on the highest market price paid or offered for gas o f 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 fo r specific gravity according to tests made by the Bal ance 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 othe: plant for the recovery o f gasoline or other liquid hydrocarbons 
shall be 3 1 6th S part oi the residue gas and the liquid hydrocarbons e:'<tracted or the market value thereof. at the option of the 
0"01er of the so il or the Commissioner of the Gc:neral Land Office. All royalties due herein shal l be based on one hundred percent (I 00%) of the total plant 
production of residue gas artributable to gas produced from this lease. and on fifty percent (50%). or that percent accruing to Lessee. whicheve: is the greater. of the 
total plant production of liquid hydrocarbons attributable to the gas produced from th1s 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 rifty percent (50"'•) or 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such th1rd 
party. the highest percent then being specified in processing agreements or contracts in the industry). whichever is the g:eate:. The respec:1ve royalties on residue gas 
and on liquid hydrocarbons shall be determined by I) the highest market price paid or offere d fo r any gas (or liquid hydrocarbons) of comparable quality in the 
ge neral area.. or 2) the gross price paid or offered fo r such residue gas (or the weighted average gross selling price fo r the respective grades of liquid hydrocarbons). 
wh ichever is the gre:uer. In no event. however. shall the royalties payable unde: this paragraph be less than the royalties which would have been due had the gas not 
been processed. 

(D) OTHER PRO DUCTS. Royalty on carbon black. sulphur or any other products produced or manufactured from gas (e:'<ce;mng iiqu1d hydrocarbons) 
whether said gas be "casinghead,· "dry; o r any other gas. by fracaonating, burning or any other processmg shall be 3 I 1 6 t b s pan oi the 
gross production o f such products. or the market value there of. at the option oi the owner of the soli or the Commiss1oner of the General Land Office. such market 
value to be determined as follows: I) on the basiS o f the highest marker price oi each product for the same month 1n which such oroduct is ;Jroduced. or 2) on the 
basis o f the average gross sale price of eac;, product for the same month in whrch such produc:s are produced; whichever is the greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the pnmary term of th1s 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 de lay 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 .:qual to the total annual rental less the amount of royalties paid during the 
preceding year. If Paragraph 3 of this lease does not specify a delay rental amount. then fo r 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 royalt1es 
accruing to such royalty owner under th1s lease be made in kmd. The owner oi the soil's or the Commissioner of the General Land Office's right to take its royalty 10 

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 le ase (includi ng those paid in kind) shall be without deduction fo r the cost of 
producing, gathering, storing, separati ng, treating, dehydrating. compressing, processing, rranspomng, and otherw1se making the oil. gas and other products 
he~eunder ready fo r sale or use. Lessee a,arees to compute and pay royalties on the gross value received. including any reimbursements for severance taxes and 
production re lated costs. 

8. PLAi'IT FUEL AJ'ffi 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 processmg plant. Notwithstanding any other provrsion of th1s lease. and subJeCt to the written conse:1t of the owner of the soil 
and the Commissioner of the Gc:neral Land Office. Lessee may recycle gas for gas lift purposes on the leased premises o r for injection into any oil or gas producmg 
formation underlying the le ased premises after the liquid hydrocarbons conta.Jned in the gas have been removed: no royalties shall be payable on the recycled gas 
until 1t is produced and sold o r used by Lessee in a manner which entitles the royalty owners to a royalty under this lease. 

9 ROYALTY PAYMENTS A .. 'ffi REPORTS. All royalt ies not taken in kind shall be paid to the Commissione: o i the General Land Office at Austin. 
T e~as. in the following manner: 

Payment of royalty on production of oil and gas shall be as provided 10 the rules set fortn 10 the Texas Reg1ster Rules curre:1tly provide :hat royalty on oil is due 
and must be received in !he Gc:neral Land Office on or before the 5th day of the second month ~ucceeding the month ofprocuc:10n. and royalty on gas is due and 
must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production. accompan1ed by the affidavit of the 
owner. manager o r other authorized agent. completed 10 the rorm and manner prescnbed by the General Land Office and sho"mg the gross llilOUnt and dispOSitiOn of 
all oil and gas produced and the market value of the 011 and gas. together w1th a copy of all documents. records or reports conrirmmg the gross production. dispOSitiOn 
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and market value including gas meter readings, pipeline rec.:ipts, 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 Offic.: 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 Offic.:. Each royalty payment shall be 
accompanied by a check stub, schedule, summary or o ther rem inane.: advice showing by the assigned Genernl 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 supponing documents which are not filed when due shall incur a penalty in an amount set by the General Land Offic.: 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. 

I 0. (A) RESER YES, CONTRACTS AND OTiiER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Offic.: 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 agrcemerrts and amendments to such contracts within thirty (30) days after entering into or making such contracts, 
agreements or amendments. Such contracts and agreements when rec.:ived by the General Land Offic.: shall be held in confident<: by the General Land Offic.: unless 
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produc.:d on said 
premises, including the books and accounts, rec.:ipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to insp~ction and 
examination by the Commissioner of the General Land Offic.:, the Anomey General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Wrinen notice of all operations on this lease shall be submitted to the Commissioner of the Genernl 
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 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 submia.ed to the Texas Railroad Commission or any other governmental 
agency shall include the word "State" in the title. Additionally, in accordant<: 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, repons, cuttings and cores, or other information relative to the operation of the above-described premises, which may be 
requested by the General Land Offic.:, 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 surfac.: 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 Offic.: within ftfteen (15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, 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 Offic.: administrative rule which is effective on the date when the materials were due in the General 
Land Office. 

II . DRY HOLEJCESSA TION OF PRODUcnON DURING PRIMARY TERM. If. during the primary term hereof and prior to discovery and production 
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or 
gas from the leased premises such production thereof should c.:ase 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 commenc.:s 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 fore.: 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. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the expiration of the primary term, neither oil nor gas is being 
produced on said land. but Lessee is then engaged in drilling or reworking operations thereon. this lease shall remain in force so long as operations on said well or for 
drilling or reworking of any additional well are prosecuted in good faith and in workmanl ike manner without interruptions total ing 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 commenc.:s 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 
shal l 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 Offic.: within thirty (30) days of any cessation of production. 

14. SHtrr-!N 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. I~ 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 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 (S 1.00) per acre. To be effective, each initial shut-in oil or gas royalty 
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·must be paid on or before: (I) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 da 
after U",ssee completes a drilling or reworking operation in accordance with the lease provisions: whichever date is latesL Such payment shal l be made one-hal{: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 the 
lease for four more successive periods of one (I) year by paying the same amount each year on or before the expiration of each shut-in year. 

I 5. COMPENSATORY ROYAL TIES. If, during the pericxl.rhe k?~e ;s !:~;Jt !:1 eff:c~ ~}' p::j•r.:cn: of&..: shut-in oil or gas royalty, oil or gas is sold and 
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any 
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective 
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory 
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing 
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (l/2) to the Commissioner of the 
General Land Office and one-half(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 ofrn:t wells. · 

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

(A) VERTICAL. ln 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 52.1 S 1-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules 
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective 
date of the partial termination provisions hereof, the applicable field rules are changed 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 ponion of the lands covered hereby, Lessee shall nevenheless 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 from the 
retained lands and for the gathe:ing or transponation of oil, gas and other mir.erals produced from the retained lands. 

(B) HORJZONT 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 funher 
terminate as to all depths below 100 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 1 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) ye.ars and so long thereafter as oil or gas is produced in paying quantities from such deeper depths 
covered by this lease. 

(C) IDENTIFICATION AND FlUNG. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with 
the well located in the center 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, shall be filed in the General Land Office. accompanied by the filing fee prescribed 
by the General Land Office rules in effect on the date the 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 written instrument the acreage and/or 
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the 
General Land Office and such designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, 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 usc 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 1,000 feet of the leased premises, or in any case where the leased premises is being 
drained by production of oil or gas, the Lessee. sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or 
wctls 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 stan 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 wrinen approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an of!Set 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 of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee 
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drilling and 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 
paymer.<s 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 lhe soil under thi.s 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. If the owner of the soil owns less than the entire undivided surface estate in the above 
described l3.11d, whether or not Lessee's interest is specified herein. then the royalties and rental herein provided to be paid to the owner of the soil shall be paid to him 
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the 
General Land Office of the State ofTexas shall be likewise proportionately reduced. However, before Lessee adjusts lhe royalty or rental due to the Commissioner of 
the General Land Office. Lessee or his authorized representative must submit to the Commissioner of the General Land Office a wrinen statement which explains the 
discrepancy between the interest purportedly leased under this lease and the 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 no t covered by a lease, less the proportionate development and production 
cost allocable to such undivided interest 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 ofone·siXteenth (1116) of such gross production. 

(B) REDUCTION OF PAYMENTS. U: during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that 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 
i( at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein, 
payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released. surrendered. or otherwise severed, so that 
payments determined on a per acre basis under lhe te:rns of this lease during the prim:!!)' term shall be calculated based upon the number of acres outside the 
boundaries of a pooled unit. or, if after the expiration of the prim:!!)' term. the number of acn:s acrually retained and covered by this lease. 

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

22. AUTHORlZED 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 soil, Lessee shal l bury its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled nearer th3.11 two hundred (200) feet to any house or bam now on said premises without lhe 
wrinen consent of the owner of the soil. 

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing, pollution of coastal wetlands, naruraJ waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent 
spillage, seepage or ground water contami:1ation. In the event of pollution. Le~see shall usc: all means at its disposal to reC3f>tu:-e all.escaped hydrocarbons or ot.ier 
poliutant and shall be responsible for all damage to public and private properJes. 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 abandorunent of any well or wells, Lessee shall fill and level all 
slush pits and cellars and completely cle3.11 up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said 
premises free of all rubbish, cans, bottles, paper cups or garbage, 3.lld upon completion of operations shall restore the surface of the land to as near its original 
condition and contours as is pmctieable. Tanks and equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this pata.gr.~ph, Lessee shall have the right to remove machinery and ftxtures placed by 
Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this 
lease unless lhe 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 3.lld 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 lhis parngmph and Paragra;>h 29 of this lease, the rights and estates of either party to lhis 
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 3.11y act perfo rmed by Lessee. And no change or 
division in ownership of the land. rentals, o r 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 
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 part of the acn:age, the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of 
the rental shall no t affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a 
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any 
prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMIT A TJON. 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 prio r 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 as.signee 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 parmership 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 lhe corporation which is the owner of the soi l; 
(5) a partner or employee in a partnership which is the owner of the soil; 
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(6) a fiduciary for the owner of !he soil ; including but not limited to a guardi311, trustee, executor, administrator. receiver, or conservator for the 
owner of !he soi l; or . 
(7) a family member of the owner of !he soil or related to !he owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under !he conditions contained in !his paragraph and Paragraph 29, Lessee may at any time execute and deliver to !he owner of !he soil 
311d place of record a release or releases covering any portion or portions of !he leased premises, and !hereby surrender !his lease as to such portion or portions, and be 
relieved of all subsequent obligations as to acreage surrendered. If any pan of !his lease is properly surrendered, the delay rental due under !his lease shall be reduced 
by the proportion that the surrendered acreage bears to the acreage which was covered by !his lease immediately p_rior to such surrender; however, such release will 
not relieve Lessee of any liabilities which may have accrued under !his lease prior to the surrender of such acreage. 

29. FlUNG OF ASSIGNMENTS AND RELEASES. I fall or any pan of !his lease is assigned or released. such assignment or release must be recorded in 
!he county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of !he county in which !he 
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. lf311y such 
assignment is not so filed, the rights acquired under !his lease shall be subject to forfcirure at the option of !he Commissioner of the General Land Office. 

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

31. FIDUCIARY DUTY. The owner ofth•: soil owes lhi State a fiduciary duty and must fully disclose any faCts affecting the State's interest in the leased 
premises. When !he interests of the owner of !he soil conflict with !hose 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 ri:tum 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 !he proper authority access to !he records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give 
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly 
violate any of !he 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 forfeirure by the Commissioner, and he shall forfeit same when sufficiently informed of !he facts which authorize a 
forfeiture, and when forfeited the area shall again be subject to lease under !he terms of !he 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. Forfeirures may be set aside and !his 
lease and all rights !hereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future 
compliance with !he provisions of the law and of this lease and !he 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 
t-y this lc:asc to secure payment of all unpaid royalty and other sums of money th:u may become due under this lease. By accep:.ance of this lease, Lessee grants t.ic 
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any otl-ocr applicable statutory lien, an express contractual lien on 311d security 
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
proceeds arc held by Lessee or by a third party, and all 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 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 coven311t or condition of this lease, whether express or implied. This lien and security interest may be 
foreclosed with or without court proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby 
represents that there arc no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of 
this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

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 !hem upon the same terms as shall be approved by tl1c School Land 
Board and the Commissioner of the General Land Office fo r 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 soil 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 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 !he terms or provisions of !his 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, including those related to environmental hazards, on the leased premises or in any way related to Lessee 's failure to comply with any and all 
environmental laws; those arising from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from 
Lessee 's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement or any other act or omis~ion of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective 
successors and assigns. Each assignee of this Agreement, or an interest therein. agrees to be liable for, exonerate, indemnifY, defend and hold harmless the State of 
Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers, 
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HERElN, ALL OF THE lNDEMNITY OBLIGATIONS 
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRlCf LIABILITY, OR THE NEGLIGENCE OF ANY PARTY 
OR PARTIES (INCLUD!NG THE NEGLIGENCE OF THE INDEMNlFIED PARTY), WHETHER SUCH EGLIGENCE BE SOLE, JOINT, 
CONCURRENT, ACffVE, OR PASSIVE. 
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and al l reasonable safeguards to prevent contamination or pollution of 
any environmental medium, incl uding 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 shal l not bring or permit to remain on the leased premises any asbestos 
containing materials. explosives, toxic materials. or substances regulated as hazardous wastes. hazardous materials, hazardous substances (as the term ~Hazardous 
Substance" is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA). 42 U.S.C. Sections 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 stared in the usual manner and quantities. LESSEE'S VlOLA TION OF THE FOREGOING PROHI BITIOI'\ 
SHALL CONSTITUfE A MATERIAL BREACH A>'fD DE FAULT HEREUNDER AND LESSEE SHALL INDEMNI FY, HOLD HAR.\<I LESS AND 
DEFEND THE STATE OF TEXAS Ai'iD THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGM ENTS. PE AL T IES. 
LlABILITIES. AND COSTS (INCLUDING REASONA BLE A TTORl EYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VlOLA TIO OF THE FOREGOING PROHIBJTIO, OR (11) THE PRES£ CE, RELEASE. OR DISPOSAL OF Al'fY HAZARDOUS MATERIALS 0 , 
UNDER, OR ABOUT THE LEASED PREMJSES DURING LESSEE'S OCC UPANCY OR CONTROL OF THE LEASED PRE~11SES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY Al'fD REPAIR ANY SOIL OR GROUND WAT E R COI'\TAMINATIO AND DA~lAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MA T ERlALS IN, 0 • UNDER. OR ABOUT THE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS 
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS OT LIMITED TO, LIABILITY FOR RESPO SE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REG ULATION. L ESSEE SHALL IMM EDIATELY GIVE TH E STATE OF 
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. UPO ' 
L EARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UP ON RECEIVlNG A NOT ICE FROM ANY GOVERNME ~ AL 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH ~lAY AFFECT T HE LEASED PREMISES. THE OBLIGATIO S OF LESSEE 
HEREUNDER SHALL SURVlVE THE EXPIRA T IO OR EARLIER T ER.MINATIO , FOR ANY REASO • O F THIS AGREEM ENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190. commonly known as the 
Rel inquishment Act. and other appl icable statutes and amendments there to, and if any prov1s1on in this lease does not conform to these statutes. the statutes will 
prevail over any nonconforming lease provisions. 

38. EXECUTION. This o il and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the 
General Land Office of the State ofTexas. Once the fil ing requirements fo und 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 Busmess and Commerce Code. this lease must be fil ed of record in the office of the County 
Clerk in any county in which all or any part of the leased premises is located. and cenified copies thereof must be filed in the General Land Office. Th1s lease is not 
effective until a cenified copy of this lease (which is made and cenified by the County Clerk from hi.s records) is filed in the General Land Office in accordance with 
Texas Natural Resources Code 52.183 Additionally, this lease shal l not be bmding upon the State unless it recites the acrual and true consideration pa1d or promised 
for execution of this lease. The bonus due the State and the prescribed fili ng fee shall accompany such cenified copy to the General Land Office. 

BY: Clay Johnso n 

TITLE: _______ ~------

DATE.---'-"/a~-Z.-=:3'--£J_J ____ _ 

STATE OF TEXAS 

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

Date: ________ _________ _ 

True ~nd Correct 
copy of 

()r a;, ... , flied in 
. Ccunty 

'-' crl.s Of !Co 

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: ____ _____________ _ 



. • S!ATEOF ____________________ __ (CORPORATION ACKNOWLEDGMENT) 

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 fo regoing instrument. as _____________________ of 

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

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

Notary Public in ~d for __________ _ 

STATE OF ____________________ __ (CORPORATION ACKNOWLEDGMENT) 

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 

~~----~-~~~~-~---~~--~--~-~~--~~~~~-·andacknowledgedoomcthMhecxecu~dthesarne 
for the purposes and consideration therein expressed, in the capacity stated, and as the act ~d deed of said corporation. 

Given under my hand ~d seal o f office this thc. ______ day of __________ ___, 19 ___ . 

STATEOF Ca lforn i a 

coUNTY oF A..aJtUt:cn a 

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

(INDIVIDUAL ACKNOWLEDGMENn 

Before me. the undersigned authority, on this day personally appeared Frances Fairfax Stewart Donovan ' 
dealing i n h e r sol e a n d separate property 

known to me to be the persons whose names arc subscribed to the forego ing instrument. ~d acknowledged to me that they executed the same for the purposes and 
consideration therein expressed. 

Given under my~~~~~1 day of-~.c::;...-H~~=....:::.....-----:=------:--
rp"- · J~A~I~~ 7 

'::.// ~ COMM. #1135653 ::.. 
~ t;~H> NOTARY PUBLIC · CALIFORNIA ~ 
~ ~""-;.; SONOMA COUNTY ~ 

-~,:- .. .,. l ~ ......-~~:_ M!. C01.1m. Expires Apr . 26, 2001 

STATE OF --rQ.'{(] ~ ... _..., . .,. ~~ 0 4 

(INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF (Y\.l cU1 J<i 
Before me. the undersigned authority, on this day personally appeared __ ~ __ \_fi...:..>..l"t4--:J{) _ _,.:..h_'--'-'tJ:..=.~--=-;J ___________ _ 

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

Given under my hand and seal of office this the._.Z.._3 ______ day of_...:O=:....e;4)=._...::..G..:::..:QJ.._>...<:t:::::....---~-------'' ~ 2. QJo 

M. K. BRASUEL 
MY COMMISSION EXPIRES 

October 19, 2004 

True snd Corre(, 
copy of . 

Qnginal fi!ed In 
Reeves Cou ., 

Ued<.s Otlic. 

vm . vtL vfl:Jr02M 
----Notary Public in ~d for_f_,e-«KJ<>-<..:.Ci=--S __________ _ 
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EXHlBIT "A" 

AITACHED TO A D MADE A PART OF THAT CERTAI OIL A D GA LEASE DATED 
SEPTEMBER 22, 2000, BY A D BETWEEN FRANCES FAIRFAX STEWART DO OVA , 
DEALlNG lN HER SOLE A D SEPARATE PROPERTY, AS LESSOR, AND CLAY JOHNSON, AS 
LESSEE, AND COVERING ALL OF SECTION 6, BLOCK 58, P L SURVEY, REEVES COUNTY, 
TEXAS. 

40. Notwithstanding anyth ing to the contrary contained in Paragraph Three (3) of this Lease, for a ll 
purposes this lease shall be a fu lly Paid-Up Oil & Gas Lease. Delay Rentals have been paid in full wi th 
the Bonus Cons ideration tendered here in. Delay Rental payment was based on a $1.00 per net mineral 
acre per year for Four (4) Years. Concluding a $4.00 per acre Pd-Up Rental Payment was made in 
advance for the four (4) Year Period on the net mineral acres indicated in this Lease. 
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Gcoual La nd Office 
Relioquishmot Act Lease For m 
Revised, Sep tem ber 1997 

PAID- UP 

OIL A.'m GAS LEASE 

THI-S AG REEMENT is made and entered into this 2 2 day oi Sept. IX2 0 0 Obetween the State of Texas. acting bv and lhrou!!h its 
agent.~W~a .... l~t""e~r~..,_P_,.'--;:-S~t~e~w~a~r~tb=I:...:I::;.,.1..seua.!o..l=...=i~n!..:~:1--=l~n!.......;h~l~S~s~o~I~e=-.!,!ao.!.n~d~...,s""e...,p,.,.,a...._r ... aut....,e.._-~>p'-'r__,o~p"'"e ... r_t~y-· ___ _ - __ 

P 0 Box 6 2 1 of _______ __________ _____ -,-__ 

---~S~t~i~n~s~a~n~~Bue~a~c~h~,-~C~AL-~9~4~9~7~0~-~~~~------~-----------------------saldagent 
(Give Permanent Address) 

herein re ferred to as the owner of the so il (whether one or more ), md__::C::.;l:;;-::a,_yL::~J:;.::O::.:h~n;;s~o<-'n:;;=------------------
~2~0~3~Wue~s~t~w~a~l ~l~~S~t~eu·~·~8~0~0~.~-_uMui~d~l~a~n~d~.~T~X~7~9LL7~0~1 __________________________ oi 

(Give Permanent Address) 
hereinafter cal led Lessee. 

I . GRAl'fTING CLAUSE. For and in consideration oi the: amountS stated be low and of the covenantS md agreeme:ttS to be: pa.Jd. kept and performed bv 
Lessee under this lease. the State o f T o:xas actmg by and through the: owner of the soil. hereby grantS. leases m d Ic::s unto Lessee. for the sole ana only purpose of • 
prospecung and drilling for and producing oil and gas. laying pipe lines. building tanks. swnng 011 m d building powc:: st.auons. telephone lines and other suucrures 
thc::c:on. to produce:. save:, take care ot'. treat and t:ranSport sa1d productS of the lease, the follow ing lands siruatc:d m B e eves Counry, State 
ofTexas. to-wit: 

Section 6, Blk. 58, Public Land School Surve y 

cont.aining ___ 6 __ 4_0_._2 __ 0 __ acres. more or less. The: bonus consideration paid fo r th1s lease: is as follows: 

To the: Staie oiTcxas:_F~out.L..I rL..-_.Tuhl.U.<o!.l.u.._.s=a..~o.nud...__.~,T..!w~o"'--LH-'-2u!.U..Jn~d<Lr!....s.e~d~F~o:..!:u~r!o....l=t~e~e~n~a~n..!::d:......_6:::....:::5~/-1.:......::::0....!0:...-_-_-___ _ 
Dollars (S_ 4 

1 
2 1 4 6 5 ) 

To the owneroithe soil : Four Tho u sand Two Hundr ed Fourteen and 65 I 1 00 - -­
Dollars (S 4 21 4 6 5 

I 

Total bonusconside ration: E i ght T housand Four Hundred Twenty- nine and 30/ 1 00-

Dollars (S 8 • 4 2 9 • 3 0 

The: total bonus consideration paid re;>rese:tts a bonus of-:-=--S':::-"e~v ... e:"':nut-¥-y-=J...Jn~iL..L.Jnu;e::;.__..r.a>..L.;nu.d...._ ..... N.:u..o._./'-'-1 ~0~0-;-=---=-,-;;-:------------------------
- --------- ---- ---Dollars (S 7 9 a a . ) per acre:. on 1 0 6 . 7 Onct acres. 

2. TER,'vl. Subject to the other prOVISions in this lease. this lease shall be: for a term of F ive ( 5 ) years from thiS date 
(herein called "primary term") and as long !here:u'ter as 011 md p.s. or e1thc:~ of them. is produced in paymg quanuues from Sa.Jd land. 
As used in this lease. the term "produced m paymg quanuues" means that the rc:ce1pts from the sale or other authonzed comme:ctal use oi the substance(s) covered 
exceed out of pocket o pe rational expe:tsc:s for the six months last past. 

* See Exhibit " sho wn a s 40 
,). ~.:o. -.. . 

on or before such anniversary date Lessee shal l pay or tender to the: owner of the soil or to h1s cre dit an 
the ___________________________________________ ~------~~~~~------~--~~------~--~~~~ 
at or its successors (which shall conunue as the de;:ository regardless o · • ges an the: ownersh1p oi 
said land). the amount specified below: in addiuon. Lessee shall pay or tender to the: COMMISSIONER OF THE G2'l"ERAL L FF!CE OF THE STATE OF 
TEXAS. AT AUSTIN, TEXAS. a like sum on o r be fore said date:. Payments under th1s paragraph shall operate as a ren a ;hall cove: the privilege of dc:femng 
the commencement o f a well for one ( I) year from said date:. P~ymentS unde~ thts paragraoh shall be: an the ioll 

To the: owner oi the soil: _ __________________ -::::,......:::;._-----:------------------------
Dollars (S ___________ __ -=,.....:::...._ ___ --.J 

To thc:St.ate ofTexas: ____________________ ~~~----------------~--------------------------------------
Dollars (S _ _ _________ '?"'.c::::.. __________ _J 

TotaiRentai: ______________ ~~~-----------------------------------------------------------
Dollars (S ____ --:;:;-"'~--------------...1 

In a like manne r and upon like payme. tenders mnually, the commencement of a we!l may be further deferrec for successive penoas oi one (I) year eac!l dunng 
the pnmli'! te :rn. All paymc:n tenders of rental to the owner oi :he sod may be made b~· check or s1ght dr.ul oi L~sse~ . or any ass1gnc:e oJi this lease. and ma~ oe 
delivered on o r before: rental payang date . If the bank des1gn:ned in thiS paragraph (or its successor bank) should cease to ex1sL suspe:td bus mess. liquidate. fa1l or 
be succeeded . other bank. or fo r an~ reason iail or re fuse to accept rentaJ. Lessee shall not be held m default ior failure: to make sucn payments or tenders of 

thirty (30) days ailc:r the o"ne: o f the sod shall delivc:: to Lessee a proper recordable anstrumem nammg mother bank .15 age:tt to rece1ve sucn pa~me:'IIS 

True and Corre t • • • ••• . .. 
copy of • • • • • • • • • • • • . . • • • • . 

Onginal flied K): • • • • • • • • • • • . . • •• • • • • ••• • • 
Reeves County 

Clerks Office 



· '4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas. Lessee ag:-::s to pay or cause to be pa1d one·half ( It:!) of the royalty 
provided for in this lease to !he Commiss1oner oi the General Land Office of the State of Texas. at Ausun. Texas. and one-half ( 112) of such royalry to the o .... ner of 
the soil: 

(A) OIL. Royalty payable on oil. wh1ch is de:ined as including all hydrocaroons :>roduced in J. liquid form at the mouth oi the well and also as all 
condef}Sau;_. distillate, and other liquid hydrocarbons recovered from oil or gas run through a separaior or o!he~ equ1pmenL as here!nafter prov1ded. shall be 

3 I 1 0 th S part of the gross produc:.ion or the market value thereof. at the option of !he 01.1.ner of the soil or the CommiSSioner of the 
Gene~al Land Office, such value to be determined by 1) the highest posted price. plus pr~mium. if any. nff~rerf or ;-airl fo r oil . conden$ate. di~t11late nr other liquid 
hydrocarbons. respecuve ly. of a like type and gravity in the ge:1eral an: a where produced and when run, or 2) the highest market price !he~eoi offered or paid in the 
general area where produced and when run. or J) the gross pro~:ds of the sale U:ereof. whichever is the gre:uer. Lessee agrees that before any gas produced !Tom !he 
leased prem1ses is sold. used or processed m a planL it w11l be run free of cost 10 !he royalty owners :.'lrough an adequate 011 and gas separa.tOr of convenuonal rype. or 
other equipment at least as efficienL so lha.t all liquid hydrocarbons recoverable from !he gas by suc!'l means will be recovered. The requirement !hat such gas be run 
through a separator or o!hc~ equipment may be wa1ved m wnung by the royalty owners upon such t.:~ and condmons as they presc:ibe. 

(B) NON PROCESSED GAS. Royalty on any gas (incl uding flared gas), which is defined as all hydrocarbons and gaseous substances not defined 
as oil in subparagraph (A) above. produced from any well on ;aid land (except as provided herein wicll respect to gas processed in a plant tor !he extraction of 
gasoline. liquid hydrocarbons or other productS ) shall be 3/1 6 ths part ofclle gross production or clle market value cllereof. at !he option of the 
owner of !he soil or the Commissioner of clle General Land Offi~. such value to be based on !he highest market price paid or offered for gas of comparable qualiry in 
!he general area where produced and when run. or clle gross pri~ paid or offered to clle producer. whichever is !he greater; provided that clle ma."~:imum pressure base 
in measuring the gas under :his lease shall not at any time exceed 14.65 pounds per square inch absolute. and the sundard base temperature shall be sixty (60) 
degrees FahrerlheiL correction to be made for pressure according to Boyle's Law. and for specific grav1ty according to testS made by !he Balance Method or by !he 
most approved method of testing bemg used by !he industry at clle time of tesung. 

(C) !'ROCESSED GAS. Royalty on any gas processed in a gasoline plant or ache~ plant foJr !he recove~ of gasoline or ocher liqu1d hydrocarbons 
shall be 3/1 6th S part oi clle res1due gas and the liqu1d hydroc:lrl>ons extracted or clle market value clle~eof. at !he opuon of !he 
owner of !he soil or the Commissioner o i the General Land Office. All royalties due herem shall be based on one hundred percent (100%) oi the total plant 
production of residue gas annbutable to gas produced !Tom !his lease. and on fifty percent (50%). or chat percent accruing to Lessee. whic!'leve~ is !he greater. of !he 
rot.a.l plant production of liquid hydrocarbons annbutable to clle gas produced from th1s lease; proviced !hat if liquid hydrocarbons are recovered from ps processed 
in a plant in which Lessee (or itS parenL subsidiary or affiliate) owns an interesL then !he percentage applicable ro liou1d hyorocarbons shall be tifty pe~cent (50°1o) or 
!he h1ghest percent accruing to a third part) processing gas through such plant under a processing ag:-:::nem negouated at arm's le:~gt.h (or if there IS no such third 
party. !he highest percent then bemg spec1fied in processing a.gree:nentS or contractS in !he industry). whichever is the g:eater. The respec:1ve royalues on res1due gas 
and on liquid hydrocarbons shall be determined by 1) !he h1ghest market price paid o r offered fo r any gas (or liqu1d hydrocarbons) oi comparable quality in the 
general area. or 2) !he gross price pa1d or offered for such residue gas (or !he weighted average gross selling pnce fo r the respecuve grades oi liquid hydrocarbons). 
whichever is !he greater. In no evenL howeve:. shall !he royalties payable unde~ this paragraph be less than the royaltieS wh1ch would have been due had !he gas not 
been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black. sulphur or any other productS produced or manufactured from gas (exce;Hmg liquid hydrocarbons) 
whether said gas be "casinghead." "dry." o r any ocher gas. by frac:ion:Hing, burning or any other processing shall be 3/1 6th s part oi !he 
gross production of such productS. or the market value !hereof. at the option oi the owner of !he soil oJr !he CommiSSIOner oi the General Land Office. such market 
value to be determined as follows: 1) on cllc: bas1s of the hignest market price oi each product for the same month m wh1ch ;uch product is Jroduced. or:!) on U:e 
bas is of the average gross sale price of each product for !he same month in wh1ch such proaucrs are :>roduced; wh1chever is the greater. 

5. MINIML'M ROYALTY During any year afte~ the expirauon of the pnmary term of :.,1s lease. if !h1s lease IS maintained by producuon. !he royalues 
pa1d under !h1s lease in no event shall be less than an amount equal to !he total annual delay rent.a.l herem prov1ded: o!herw1se. !here shall be due and payable on or 
befo re !he last day of the month succeeding the anmversary date oi this lease a sum equal to the tot.ai annual rental !ess !he amount of royalues paid dunng !he 
preceding year. If Paragraph ::; of this lease docs not spec1fy a delay rental amounL ellen for the pur,;oses of th1s paragraph. !he delay remal amount shall be one 
dollar (S 1.00) per acre. 

6. ROYALTY lN KIND Norwi!hstanding any o!he~ provision in lh1s lease. at any ume oJr from ume to ume. !he owner of !he ;oil or the Comm1ssioner 
of the General Land Office may, at !he opuon of ei!hc:. upon not less !han sixty (60) days nouce to the holder of the lease. require !hat !he payment of any royalues 
ac~rumg to such royalty owner under !h1s lease be made in kmd. The owner oi the soil's o r the CommiSSIOner of clle General Land Offices nghtto take irs royalty m 
kind shall not diminish or negate !he owner of the so1l's or the Commissioner of the General Land Office's nghrs or Lessee's obligations. whether express or implied. 
under th1s lease. 

7. NO DEDUCTIONS. Lesse:: agrees !hat all royalties accruing under !his lease (includ ing !hose paid in kmd) shall be without deducuon for the cost of 
producing, gathering, storing, separating. treaung, dehydraung. compressing, processi ng. transpomng, and otherw1se making the oil. gas and other productS 
he!'l:under ready fo r sa.le or use. Lessee ~rees to compute and pay royalues on the gross value recetved. including any reimbursementS for ;everance ta."~:es and 
production related costS. 

8. PLAI\IT FUEL AND RECYCLED GAS No royal~ shall be payable on any gas as ma~· represent !h1s lease's proportionate snare of any fuel used to 
process gas produced he:eunder many processmg plant. Norwi!hsunding any other proviSion of!hts lease. and subjeCt to the wrinen conse:Jt of !he owner of !he soil 
and the Commissioner of the General Land Office. Lessee may recycle gas for gas lift purposes on L':e leased prem1ses or for IOJec:ion into any oil or ps producmg 
format ion underlymg !he leased prem1ses aite~ the liqu1d hydrocarbons cont:llned 10 the gas have be::1 removed: no royalties shall be payaole on !he recycled gas 
umll 11 is produced and sold or used by L::sse: 10 a manner wh1c~ enutles the royalty owners to a ro~ alty under lh1s lease 

9. ROYALTY P.-'1. YMEYTS .-'l..'fD REPORTS All ro~·alues not taken in kind shall be pa1d to !he Comm1SS1one~ oilhe General Land Office at Ausun. 
Te"~:as . in the followmg manner: 

Plymem of royalty on producuon of oil and gas shall be as provided in !he rules set fonh m !he T ::xas Register Rules currently provide :h:n royalty on oil is due 
and must be rece1ved in !he General Land Office on or before :he 5th day of !he second month !Ucc::ding !he month of producuon. and ro~ al~ on gas is due and 
must be rece1ved in !he General Land Otlice on or before !he 15th day oflhe second month succeeamg lhe month oiproducuon. accompan1ed by !he affidavit of !he 
o'~ner. manager or other au!honzed agenL completed in !he term and manner prescribed by lhe Ge:~:::al Land Office and showing the gross amount and disposiuon of 
all oil and gas produced and !he market value o i !he oil and gas. together with a copy of all documentS. records or reiJOrtS confirming the gross producuon. disposition 
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. . · . 
'and milrket value including gas meter readings. pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks, 
or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production. disposition and 
market value. In all cases the authoricy of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalcy payment shall be 
accompanied by a check stub. schedule, summary or other remiaance advice showing by the assigned General Land Office lease number the amount of royalcy being 
paid on each lease. If Lessee pays his royalcy on or before thirty (30) days after the royalcy payment was due. then Lessee owes a penalcy of 5% on the royalcy or 
S25.00, whichever is greater. A royalcy payment which is over thirty (30) days late shall accrue a penal[)' of 10% of the royal[)' due or S25.00 whichever is greater. 
In addition to a penal[)', royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalcy is sixty (60) days overdue . 
.Affidavits and supponing documents which are not filed when due shall incur a penalcy in an amount set by the General Land Office administrative rule which is 
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibilicy for paying or causing royalties to be paid as 
prescribed by the due date provided herein. Payment of the delinquency penal[)' shal l 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 penalcy provisions shall not apply in cases of title dispute as to the State's portion of 
the royalcy or to that portion of the royalcy 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 agrcemerrts and amendments to such contracts within thirty (30) days after entering into or making such contracts, 
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless 
otherwise authorized by Lessee. All other contracts and records 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 shal l 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, DRILLlNG 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-<:ntry, temporary abandonment or plug and abandonment of any well or wells. Such 
written notice to the General Land Office shall include r.opi<:s of Railroad Commission forms for applic:!tion to dril l. Copies of well tests, completion reports and 
plugging reports shall be supplied to the General Land Office at the time they arc filed with the Texas Railroad Commission. All applications, permits, reports or 
other filings that reference this lease or any specific well on the leased premises and that arc 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 signagc 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 radioactivicy 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 (I 5) days after the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalcy whenever reports. documents or other materials are not filed in the General Land Office when 
due. The penal[)' 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 PRIMA.R Y TERi\1. I( 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 sixcy (60) days from 
date of completion of said dry hole or cessarion 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 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 rcnt.al paying date following the 
expiration of sixcy (60) days from the dare of completion of such shut-in oil or gas well and upon the fai lure to make such payment, this lease shall ipso facto 
terminare. If ar the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in 
accordance with the shut-in provisions hereof. 

12. DRILLING AND REWORKJNG AT EXPIRATION OF PRIMARY TERM. If. at the expiration of the primary term, neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or reworking operat:ons thereon. this lease shall remain in force so long as operations on said well or for 
drilling or reworking of any additional well arc prosecuted in good faith and in workmanlike manner without interruptions totaling more than sixcy (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, DRlLLlNG, AND REWORKJNG. 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 cessatiort, 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 total ing more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall rema.in 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 sixcy (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 sixcy (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-lN 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. I( 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 loca.ted on the leased premises, but oil o r 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 royal[)' 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 3 of this lease does not specify a delay rental 
amount, then for the purposes of this paragraph, the delay rent.al amount shal l be one dollar (S 1.00) per acre. To be effective. each initial shut-in oil or gas royalcy 
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.mustl;le paid on or before: {I) the expiration of the primary tcnn, (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 the 
lease for fou r more successive periods of one ( 1) year by paying the same amount each year on o r before the expiration of each shut-in year. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease is "crt in ~ff~c: !:-;; ? <:i':n:n! c::r.:: :~;;:.incH or gas royalty, oil or gas is sold and 
del ivered in paying quantities from a wellloc:u.ed within one thousand (1,000) feel 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 dfective 
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory 
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing 
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half(l/2) to the Commissioner of the 
General Land Office and one-half(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 Narural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the 
payment o f 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 shal l 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 9remises 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, o r (2) the number of acres included in a producing pooled unit pursuant to Texas Narural Resources Code 52.151-
52.153, or (3) such greater or lesser number of acres as may then be alloCated for production purposes to a proration unit for each such producing well under the rules 
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective 
date of the partial termination provisions hereof, the applicable fie ld rules are changed or the well or wells located thereon are reclassified so that less acreage is 
thereafter al located 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 casements and rights-<>f-way for existing 
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hcreof("thc retained lands"), for access to and from the 
retained lands and for the gathering or transportation of oil, gas and other mir.erals produced from the retained lands. 

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further 
terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in each wellloeated on acreage retained in Paragraph 16 (A) 
above, unless on or be fore 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 1 hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said 
termination shal l 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 prescribed 
by the General Land Office rules in effect on the date the release is filed. If Lessee f:Uis 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 insaument at Lessee's expense in the county or counties where the lease is located and in the official records of the 
General Land Office wd 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 shal l usc appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
addition, if o il and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being 
drained by production of oil or gas, the Lessee. sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or 
wel1s 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 written approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, 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 premise.s by reason of war, rebellion, riots, strikes, acts of God, or 
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee 
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drill ing and reworking operations or from producing o il 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 warraniS and agrees to defend title to the leased premises. If the owner of the soil defauiiS in 

paymcniS owed on the leased premises, then Lessee may redeem the righiS of the owner o f the soil in the leased premises by paying any mortgage, t.a"<es or other liens 
on the leased premises. If Lessee makes paymeniS on behalf of the owner of the soil under this paragraph. Lessee may recover the cost of these paymcniS from the 
rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the so il owns less than the entire undivided surface estat.e in the above 
described land, whether or not Lessee's int.erc:st is specified here: in, then the royalties and rental herein provided to be paid to the owner of the so il shall be paid to him 
in the proportion which his interest bears to the entire undivided surface cstat.e and the royalties and rental herein provided to be paid to the Commissioner of the 
General Land Office of the Stat.e of Texas shall be likewise proportionately reduced. However, before Lessee adj ustS the royalty or rental due to the Commissioner o f 
the General Land Office. Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the 
discrepancy between the int.erest purportedly leased under this lease and the actual int.erest 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 intcrc:sL 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 int.erc:st not leased an amount less than the value of one-sixt.ecnth (1 / 16) of such gross production. 

(B) REDUCTION OF PAYMENTS. U: during the primary t.enn, a portion o f 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 52.15 1-52.154. or 
if. at any time after the expiration of the primary term or the extended tcnn, this lease covers a lesser number ofa.crc:s than the total amount described herein, 
paymcniS that are made on a per acre basis hereunder shall be reduced according to the number o f acres pooled, rc:lcascd., surrendered, or otherwise severed, so that 
paymcniS dct.ermincd on a per acre basis under the t.erms of this lease during the primary t.erm shall be calculat.ed based upon the number of acres ou!Sidc the 
boundaries of a pooled unit, or, if after the expiration of the primary t.erm. the number o f acres actually retained and covered by this lease. 

21. USE OF WATER. Lessee shall have the right to usc wat.er produced on said land necessary for operations under this lease except water from wells or 
tanks of the owner of the soil; providcd,liowcvc:, Lessee shall not usc potable water or water suitable for livestock or irrigation pu.-poses for watc:flood operations 
without the prior consent of the owner of the soil. 

22. AlJTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by iiS operations to all personal property, improvemcniS, 
livestock and crops on said land. 

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

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

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevcnt.ed by the usc of containment facil ities sufficient to prevent 
spillage, $Ccpagc or ground wat.er contami:~ation. In the event of pollution. Lc~sce shall use all means at iiS disposal to rc:captu:c aiLes.:aped hydrocarbons or ot.'lcr 
poliutant and shall be responsil;llc fo r all damage to public and privat.e properties. Lessee shall build and maintain fences around iiS slush, sump, and drainage pi!S 
and tank batteries so as to protect livestock against loss, damage or injury; and upon completion o r abandonment of any well or wells, Lessee shall fi ll and level al l 
slush pi IS and cellars and completely clean up the drilling sit.e of all rubbish thereon. Lessee shall, while conduct.ing operations on the leased premises, keep said 
premises free of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall resto re: the surface of the land to as ncar iiS original 
condition and contours as is practicable. Tanks and equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph. Lessee shall have the right to remove machinery and fixtures placed by 
Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the t.ermination of this 
lease unless the owner of the soil graniS 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 no tice to the Co mm issioner of the General 
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fi xtures, or casing which arc not timely removed by Lessee 
und.cr the t.erms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the righ!S and estates o f either party to this 
lease may be assigned, in whole or in pan. 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 o f Lessee, diminish the righiS, privileges 
and estates of Lessee, impair the elTectiveness of any payment made by Lessee or impair the effect iveness of any act performed by Lessee. And no change or 
division in ownership oftl1c land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded munimcniS of title (or a 
certified copy of such original) when the ownership changed because of a conveyance. A total o r partial assignment of this lease shall, to the extent o f the interest 
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in iiS entirery as to only part o f the acreage, the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of 
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or t.endered; 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 dat.e, the entire lease shall t.erminat.e for failure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all righiS and be subject to all obligations, liabilities, and penalties owed to the State by the o riginal lessee or any 
prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding MY provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in part by 
assignment without the prior written approval of the Commissioner of the General Land Office. this lease is vo id as of the time of assignment and the agency power 
of the owner may be fo rfeited by the Commissioner. An assignment will be treated as if it were: made to the owner o f 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 o f such a partnership; 
(4) a principal stockholder or employee of the corpo ration which is the owner of the soil ; 
(5) a partner or employee in a partnership which is the owner o f the soil ; 
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(6) a fiduc iary 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 re lease 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 accruco under this lease pnor to ·tne surrender ot sucn 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, or a copy of the recorded instrument certified by the County Clerk of the county in which the 
instrument is recorded. must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fee. If any such 
assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office. 

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

31. FIDUClARY 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 o: refuse to make the paymcr.t cf any sum ~vi thin thirty ,~~ys after it becomes due, or if Lessee or an authorized 
agent should knowingly make any false r':tum 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 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 fo rfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a 
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment AcL However, nothing herein shall be construed as 
waiving the automatic termination of this lease by operation oflaw or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this 
lease and all rights thereunder re instated 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 kase to secure payment of all unpaid royalty and othr.r sums of money that may become due under this lease. By acceptance oftl1is lease, Lessee grants tl1c 
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security 
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
proceeds arc held by Lessee or by a third party, and all ftxtures 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 court proceedings in the manner provided in the Title I. Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby 
represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of 
this lease. Should the Commissioner at any time determine that this representation is not true. then the Commissioner may declare this lease forfeited as provided 
herein. 

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 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 soil agrees that the inclusion of this provlsion in this lease s2tisfi~..s the execution requirements statec in Texl'S 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, inc luding environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which arc caused by the 
activities of Lessee, its officers. employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises 
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 anomeys' fees and 
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all 
environmental laws; those arisi ng 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 usc of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement or any other act or omis~ion of Lessee, its directors, officers, employees, partners, agents, 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 Sene of 
Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers, 
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS 
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT R EGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICf LIABILITY, OR 11-IE NEGLIGENCE OF ANY PARTY 
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, 
CONCURRENT, ACfiVE, OR PASSIVE. 
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36. ENVIRONMENT A.L HAZARDS. Lessee shall use ilie 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 oilier environmental medium 
in, on. or under. ilie leased premises. by any waste, pollutant, or contaminant, Lessee shall not bring or permit to remain on ilie leased premises any asbestos 
containing mare rials, explosives, toxic materials, or substances regulated as hazardous wastes. hazardous materials, hazardous substances (as ilie term "Hazardous 
Substance" is defined in ilie Comprehensive Environmental Response. Compensation and Liabil iry Act (CERCLA). 42 U.S.C. Sections 960 1, et seq.}. or toxic 
substances under any federal, state, or local law or regulation ("Hazardous Materials"}, except ordinary products commonly used in connection wiili oil and gas 
exploration and development operarions and stored in ilie usual manner and quantities. LESSEE'S VIOLATIO OF THE FOREGOING PROHIB IT IO 
SHALL CONSTITUTE A M.A TERIAL BREACH AND DEFAULT HEREUNDER A.'-1) LESSEE SHALL INDEMNIFY, HOLD li.AR.'HLESS AND 
DEFEND THE STATE OF TEXAS AND TH.E OWNER OF THE SOIL FROM AJ'IfO AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS. PE:-.IALTI ES. 
LIABILITIES. AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES A."'D COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROHIBITION OR (In THE PRESE C E, RELEASE. OR DISPOSAL OF Al'-IY HAZARDO US MATERIALS Oi'\. 
UNDER. OR ABOUT THE LEASED PRE:VUSES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSE E HALL 
CLEA UP, REMOVE, REMEDY Al'ID REPAIR M-1Y SOIL OR GROUND WATER CO!'ITAMINATIO Al'ID DAMAGE CA SED BY THE 
PRESENCE OR RELEASE OF Al'lfY HAZARDOUS MATERIALS IN, ON, UNDER. OR ABOUT THE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY O F THE LEASED PREMISES IN CONFORMANCE WITH THE REQ UIREMENTS OF APPLICABLE LAW. THIS 
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIO S UNDERTAKE, 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REG ULATION. LESSEE SHALL IMMEDIATELY GTVE THE STATE OF 
TEXAS AND THE OWNER OF THE SOIL WRITTEN OTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON 
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON REC ETVING A OTICE FROM ANY GOYERNME iT AL 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH :VIA Y AFFECT THE LEASED PREMISES. THE OBLIGATIO S OF LESSEE 
HEREUNDER SHALL SURVIVE THE EXPIRA TIO OR EARLIER TERMINATION, FOR A:-n' REASON. OF THIS AGREEME:"\1. 

37. APPLICABLE LAW. This lease is issued under ilie provisions ofTexas arural Resources Code 52.171 ilirough 52.190. commonly known as ilie 
Relinquishment Act, and oilier applicable statutes and amendments iliereto. and if any provtston in iliis lease does not conform to iliese statutes. ilie statutes will 
prevail over any nonconfo rming lease provisions. 

38. EXECUTION. This oil and gas lease must be signed and acknowledged by ilie Lessee before it ts tiled of record in ilie counry records and in ilie 
General Land Office of ilie State of Texas. Once ilie filing requirements found in Paragraph 39 ofili is lease have been satisfied, ilie effective date ofiliis lease shall 
be ilie date fo und on Page I . 

39. LEASE FILING. Pursuant to Chapter 9 ofilie Texas Bus mess and Commerce Code. iliis lease must be fi led of record in ilie office ofilie Counry 
Clerk in any counry in which al l or any part ofilie leased premises is located. and certified cooies iliereof must be tiled in ilie General Land Office. This lease is not 
effective until a certified copy of iliis lease (which is made and certified by ilie Counry Clerk from his records) is filed in ilie General Land Office in accordance wiili 
Texas Natural Resources Code 52.183. Additionally, iliis lease shal l not be binding upon ilie State unless it recites ilie actual and true consideration paid or promised 
for execution of ili is lease. The bonus due ilie State and ilie prescribed filing fee sha ll accompany such certified copy to ilie Gene ral Land Office. 

~~:1't:#:no:~ 
STATE OF TEXAS 

BY ______________________________ __ 

r 
e azy: separate 

P. Stewart 
1 

Individuall y and as agent for ilie State of Texas 
prope rty I II , 

?'9 2-7 /e?e) 
Date. _________________ _ 

STATE OF TEXAS STATE OF TEXAS 

BY: _________________________________ _ 

Individually and as agent for ilie State of Texas 
BY·-------------:-------------------
lndivtdually and as agent for ilie State of Texas 

Date: _ _ _______________ _ Date. ______________ ___ _ 
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STATEOF ____________________ __ (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 

~~----~-~~~~-~-------~--~-~~-----~~~wd~know~dged~methru~ex~u~dthesame 
for the purposes wd considerruion therein expressed, in the capacity stated. wd as the act wd deed of said corporation. 

Given under my hwd and seal of office this the. _____ day of __________ __. 19 __ . 

Notary Public in wd 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 

~~----~-~~~~-~---~~--~--~-~-----~~~~·and~know~d~d w methru~~~u~dthe same 
for the purposes wd 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 _________ _ 

STATEOF California (INDMDUAL ACKNOWLEDGMENl) 

COUNTY OF ______________ ~ 

III , l. . 

h
. Befori me. the undersigned authority, on this day pe~onally appeared _ _ W....:a:.:..;.;l_t;...e-'--r __ P_. __ S_t_e_w_a_r_t....:, __ d_le_a __ l._n_g __ l._n __ 
l.S so e a n a s e p a r a t e p r oper ty 

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

Given under my hand wd seal of office this the. ________ day of _ _ _____________ __, 19 _____ _ 

Notary Public in and for __________ ~ 

__....., 

(INDIVlDUAL ACKNOWLEDGMENT) STATE OF /e >41 {;, 
COUNTY OF (h ~ <:tla Jet 

Before me, the undersigned authority, on this day personally appeared _ __,C"-\....:A_;_;Vjl4-~-..li{:h~~AJ'->:<...::2;Q~"-~---------------
known to me to be the persons whose names are subscribed to the fo regoing instrument. and acknowledged to me that they executed the same for the purposes and 
consideration therein expressed. 

Given under my hand wd seal of office this the _ _,l_~_+ ____ .day of_,_N--'-'o"'-~-'"';-'e;:;.~-'-?i"-b_erz_"-'--;r--------'' ~ Zooo 

M. K. BAASUEL 
MY COMMISSION EXPIRES 

October 19, 2004 

lfl1.0 .l0/ai/lJ 
Otary Publ ic in and for6fal Q of Mm s 
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EXHIBIT "A" 

ATIACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
SEPTEMBER 22, 2000, BY AND BETWEEN WALTER P. STEWART, Ill, DEALING rN HIS SOLE 
AND SEPARATE PROPERTY, AS LESSOR, AND CLA Y JOHNSON, AS LESSEE, AND 
COVERING ALL OF SECTION 6, BLOCK 58, P L URVEY, REEVES COUNTY, TEXAS. 

40. Notwithstanding anything to the contrary contained in Paragraph Three (3) of thi s Lease, for all 
purposes this lease shall be a fu lly 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 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 minera l acres ind icated in this Lease. 
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State of California · 

County of 

On C}-roBJ;R dJ· 02CCO. before me, A kB§IT t< · k E.L N6IA?i tGBi .. .JC 
Date Name and Title of O«•cer (e.g., 'Jane Doe, Notary PubliC') 

personally appeared __ l.uAul.oA~L.:ool.I_,.ER~----lP._._ . ._yJ-.r\-:-E.:""=:'-u~J~A~R~Y-H-..LI ~~ ,_{ ______ _ 
Name(s) of Signe$)1 

~-··········· 

@ 
.A.LBERT K. ENGEL 

_ Commission # I 162057 ~ 
~ Nol<"'ry Public - California ~ j Marin County f 

= w w wMyCo:r:.c:;ir:oz::.~l 

Place Notary Seal Above 

~ersonally known to me 
0 proved to me on the basis of satisfactory 
evidence 

to be the person~ whose name{§) is/a.a 
subscribed to the within instrument and 
acknowledged to me that he/: · 'I' ; executed 
the same in his/1 :a:: !I :t il authorized 
capacit~. and that by his/1 I I li 
signatur~ on the instrument the person~ , or 
the entity upon behalf of which the perso~ 
acted, executed the instrument. 
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OPTIONAL - - - - - - -----
Though the information below is not requtred 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 Docume G { 
Title or Type of Document: -----1--'...l....L'-" _ .L,ol )<-L.p _ _,C>=-lo<.L t"",....,"--'-ll....L.Li\,._l....,tl_,........,n ..... ~..:._ ..... co::.of.lt-...._..~_.f __ ...._ __ 

Document Date: __ _.1_,0_--<:2...._...]-'-', d,;..o..:..Ct:C~..:."> ______ Number of Pages: ~ ..... 3..__ ___ _ 

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

Capacity(ies) Claimed by Signer 
Signer's Name:-------------------------

)6- Individual 
0 Corporate Officer- Titie(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:----------------------- ._ _____ _, 

C t 997 Nahonal Notary Assocoat100 • 9350 De Soto Ave .. P 0 Box 2402 • Chatswonh, CA 91313·2402 Prod No. 5907 Reorder Call Toll· Free 1·800·876·6827 

True and Correct 
copy of 

Or:ginal filed in 
R~=~cves County 

Clerks Off1ce 

• • • • 

• 

• 

• • • • • • v • 

• • • • • ; • • • • • • 

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



.s! a = 
Q.; 

~ 
-o~ 
~ 0 u:: z 
~ ~ ;.... u: = 


