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FILE NO. 1604 

.. ·_ ... 

Cncral Land Omct 
R<llnqulahmnl A<l Lease Form 
Rovl~<d , Scpl<rabcr 1997 

PAID UP 

OIL ANO CAS LEASE 

19..2.!L..., bctwccn the Stoto ofTcxu , actina by and throuah lu ntiS AGREEMENT Ia made and entered Into thh4th day or May 
a1en~,_--t'IHE;=:,.r.S::.;ED~JRI:;=.;:TYJ7h.=jsr""-A'-'-TE'"-=_,B.a.NK"'-"-!!.!....-"'O..._F_,P,...m'&..,.,""'-''~TRuU,.,SI'EE ........ ......._ __________________ _ 

P. 0. BOX 203/ 

hcrelna.IIA:r ulled Leucc. 

I. GRANTING CLAUSE. For and In coruldcrallon of tho amounu st.tcd below and of tho covcnanu and ap-ecments 10 be paid, kept and performed by 
Lessee under this lcue, the Swe ofTexu actina by and lhrouah tho own<r of tho soli. hereby JT&nU,Ieues and leu unto Lcuec, for the solo and only purpose of 
prospcctlna and drllllna fot and produclna oil and au.laylna pipe lines. bulldlna wllu, storlna oil and bulldlna power stations, te lephone lines and other structures 
thereon, lo produce, save, l&lcc caro of, licit and lnlisport u ld products of the lcuc, tho followlna lands slruated In Reeves County, Stale 
ofTcxu ., lo-wlt: 

East·Hnl f (E/2) of Section 2; Block 58, PSL Survey. . • 
This Is 0 PAID UP LEASE. Subject to the other pro.-isions herein contninetl, this leose shu II remain In force wtthout rental payments 
or further payments other than r oynlties herein prol'ided for a term of fh-e (5) yenrs from this dnte (cnlletl " p rimary term"): and so 
tone lherenfler ns oil or gas (either or both) Is produced from snit! land or lnntl poole~ therewith, or the tense Is ot herwls.e mnmtnlncd 
ns provitletl herein. The Depository Bnnk nntl amount listed In pnrac raph 3 below Is tn reference to the pnymcnt of mlmmum royally 

in nccordnncc with pnrncrnph S below. 
conlainlna 320 1 acres, more or leu. Tho bonus consideration paid for this lcuo Is u follows: 

To the owner of the soii: __ __,FO:JR~~;-'THOU"-';f.o=S~AND="-''l'lc:.HREE==--'-HUND==RID="-'IWD1l'Y"'-'-"::..:..:""-~-"""=--"II.ND=:.....=3:.::5:.<./....:1..::0:.::0:....._ ____ _ 
Dolls.rs (S. ___ __::4...,.~3""2"'1.....,.3-..5--Jl 

TotJI bonwo:;~.%d;;•tlon: ___ ~~ffi~-:!;L.7;;;=:.!;:m~~OO""!-ru::A"'Nnu.t.._,.S""IX"""-..JHl.ll.tiJND"'-'R"'FD"""-FPRTY"'-'-'.,..,.~.,;:-:.J,'IW.m.t.....CAN0"""''--7..,0....,_/ 1"'0""0"'--------

The total bonus consldcnllon paid represents a bonw or=----~FI;.Tf'TY~r,--=-FO=.JR:.:.;-.;.AND==-N0="-/-<1-'lO:.jOr,"""--:---------
_______________ Dolls.rs (S 54 , 00 ) per actc, on 160. OS net acres. 

2. lCRM. S.ubjcctto the other provll loru In this I cue, this I cue shall be for a term or five IS) yea t'S hom this dale 
(herein called "primary term") and u lonathercafter u oil and au, or either of them, Is produced In payln& quantities hom said land. 
As u>cd In thillcuc, thc lcrm •produced In paylna quantities' mean; that the rccclpu hom the oalc or olher aulhorlud commercial usc of the subsWle<(s) covered 
exceed out or pocket opcnllonal expenses for the six months last past. 

3. BEb\Y ~ffi\bli. lfM ~olllo tOiiiillellccd 011 the leased ptcmil<> 011 01 befu10 o11e (I))'"' ftoiil dth daa:, d11> Ieee shallltlliiliille, Ullltn 
.,. ., ~.,.,, ewat-. lf'lft l IN :Ill) ..... bu1n eh.,l P•> 01 lcsu~cu lo tluo ow11ct of the aoll o; to hla e;cdlt In 
ll•c ' THE SECURITY S~~~~ B~ pr PECOS Bank, 
at r t..I...U::> , l. t.A.i\_;:, arh:t~etJton(Ahleh shall eonllnuc iJ t:f:to dcpos lbJr j ~eamdlcn ufchaaaes Iii dre ow lith hlp of 
said 1 .. d), l~s - ••AI spniAad ~ola tin addlllon1 &,.sua ohtll pi) 01 tc;;dct 10 d10 COM,I9910!~1!R OP Till! 01!1-ft!II:Al; t:Al'<ID OPPICI! OP 1 til! SIX I e OP 
TEJtAS, rltT r\USTRI, TE>b*tS, a IUfl J-.:ft o:: or lt•kt•• uld date. Pi)iii'Ciib tsadcr thb p•a&saph shall openlu a a JCiitld and shwU eutct dro pthlleae oi dtitii hii 
!h• '""'"''"""'""' o(o "¥sll r.r ono (I)) 111 &oM u l4 Hie. h ]lhthb uu4erlhll ponanph oholl bo I;; the 1VIIowluaamoa10ts. 

To the owner of the soii:. ____ EI~GHTY~~-AND:..::..:=:-0;:.2::;./:..1.;..0;:.0::.... ___ ---:,--------------...,---
Dolls.rs (S;------~Bn~.....D2...~:.,.,..-:-:-::::--=:-r::-=-::----...J 

To the s .. te ofTexu : _____ ti='='.,c::H'I'V:."::...._""A""ND""--"0"'3"'/ ... l._.O .. O..._ _____ ::--_______________ _ 

Dolls.rs (S------~*k~,.t.O~,:f.;~==--===,_,.=....,'="'~~ 
TowR~~~-(~S-------~Yi8~~:~Er.~5~~~RuEO~~S~IXTY~LL ... A~N0~~0-..5~/~1~r~Q~---------------

In a like manner and upon like p•ymcnu or lenders annually, the commcnccmcnl or • well m•y be further dcfcrTCd for succcssivo period• of ono (I) ycu uch durin1 
the pilmary tenn. All p•ymento or tenders of rental to tho owner orth~ soli may be mAde by check or ol1h1 draJ\ oflcucc, or any aulanco of this lease, and may be 
delivered on or be foro tho ronta! ; aylna dale. tr the bank dcslantJcd In thll pan1roph (or lu sueccuor bank) should cc ... 10 .-.II~ JUSp<nd bu• iness, llquld•te, fsll or 
bo oucccoded by another bank. o;o (or any rouon fall or rel'uu 10 accept rental, Luseo shall not be held In dcf•ull for {allure to m.U such poymcnu or tenders of 
rental unallthlrty (30) d•ys aJ\cr the owner of the soli shall deliver to Lcssoo a proper itCOrdable lrulnlmcnl namln& another bank u aaeni iO receive such paymcnu 
or lcndcn . 

True and Correct 
copy of 

Original fi led in 
Reeves County 

Clerks Office 
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PRODUCTION ROYALTIES. Upon producrlun n f ollamllnr gM, I.eS<cc asrcu ro pay ur cnu'c ru he paid o nc·holf(l/2) o frhc nlyohy ' 
runvillc\J rnr In lhh lca.t; c 10 tJu: Commissioner o f the Gc ncud Lanl.l omc:C of the S II IC of l'c xA.S . • • Auuln . I CXIU. atu.J onc ·hal f ( l /2) o f such royally to lhc owner or 
rhc sull· ' • 

(A) OIL Royally payable on oil, which Is dcOncd u lncludln1 all hydroc111buns produced In a liquid fomr aorhc moulh oflhe well and also u all 
eondcnsarc, dlsrlllarc, and orher liquid hydrocubons recovered from oil or au run ~rro'uah a sepuaror or olher equlpmenr, u hcrclnaOer provided. shall be 

3/1 6 parr or lhc a ross produerlon or lhe matker value ~rereor, allhc oprlon or lhe owner of~rc soil or Ore Commissioner of lhe 
General Land O ffice, such value lobe dcrcnnlncd by I) lhc hlghur posrcd price, plus premium, If any, oO:ered or paid ror oil , condcnsalc, d lsrlllare. or olhcr liquid 
hydroc11bons, rupccrlvely, or a like lypc and aravlly In !he general an:a where produced and when run, or 2) ~rc hl&hcu m11kcl price lhcrco f offcred or paid In rhc 
&<llcral area where produced and when run, or 3) lhe aross proceeds or Ore salclhcrcor, whichever Is lire go carer. Lessee agrees~ .. , before Ill)' ILS produced from lhc 
lca'Cd prcmlsu Is sold, used or processed In 1 plan!, II will be run free of eosrlo rhe royally owners ~uouah an adequalc n il and su scporolor o r eonvcnllon•lrypc, or 
nrher cqulpnrcnl allcul u cfficlcnl, so lhol oil liquid hydrocu bons recoverable n om rhc au by such nocaru will he recovered. The rcqulrcmcnr lharsuch sas be run 
throuch a scpautor or o ther equipment may be waived In wrlclna by U1c royally owners upon such Ccnns 1mi.S com.llllons as lhcy prescribe. 

(II) NON rROCF.S~I!J) OAS. Royally on any au (lncludlus Oftled JIU), which Is rlcllucrl "' oil hydroc11buus and aucuus subsronccs uor de One~ 
as ollln subpruasroph (A) above, produr:cd from any well on sold larrd (ur:cpt u provided herein wl~• rcspccllo su processed In a plonl ror the cxrraerlon or 
sasolinc, liquid hydrocllbons or Olhcr produeu) shoJI be 3/16 part or lhc a ross pro~uellon or lhe marker value !hereof, I I !he option or !he 
owner oflhc soli or lhe Commissioner orlhc Gcncn.l Land Office, such voluero be based on lhc hlshcsl nrukcr price paid or offered ror aas orcomp11oblc quol lry In 
the acncral area where produced and when run. or the aross price ['llld or orrcred IO the prnduccr. whlcftcvcr •• the ~fCfllcr. prnvldcd that the muln1Unt JlfCUUfC ba.sc 
In ntcu urlrrslhc liS under ~rls lease •hall nor al any rime exceed 14.63 pounds per •quare Inch Lb•olule, and lire srondard base lcnlpcrarurc shoJI be slxry (60) 
desrccs Fahrcnhcll. COITCCllon IO be mode ror prcssur~ accordlnJIO Doyle's Low, and ror speclnc sravhy accordln& 10 ICSIS mode by lhc Ualancc Mc~rod or by lhe 
m o"t A['I(UovctJ method oftcstlna be Ina used by the lnduJiry at the time oftu tlna. 

(C) rROCIOSSED OAS. Royolry on any au processed In a guollnc plan! or other pl11rt for ~rc recove ry or sasollnc or other liquid hydroc11bons 
shall be parr o fr hc rcs lducsas and~ •• liquid hydrocubons cxuacrcd or lhc marker voluc lhcrcor, allhc opllon oflhe 
owner oflhc soli or lhc Commissioner oflhe General Land Office . All royall lcs due herein shall be based on one hundred pcrcenl (100%) o flhc !oral plan! 
producrlon or residue &&.' onriburablc ro gas produced fron1 ~ois lease, and on ORy pcrcenl (SO%), or rho! pcrccnl accruing 10 Lessee. whichever Is lhc arurer, of rhc 
lurol plarr l produerlon of liquid hydroc11bons anrlbulAi blc 10 ~rc go.s produced from rhl' leA.'< : prnvlded lhorlfll rtuld hydroc•rbons rue recovered frornsM processed 
in I plan! In which Lessee (or Irs parcn~ Jubsldlary or offi llotc) owns an l nrcrcs~ lhcn ~ •• percent•&• applicable IO liquid hydrOtllbons shall be nny pcrccnl (SO%) Of 
rhc hlahesr pcrcenl accrulna ro olhlrd parry process Ina au lhrouch such plan! under • proccsslna acrccn1cnr ncsorlorcd 11 11'1t1's lcnglh (or lflhcrc is no such lhlrd 
parry, ~lc hl&hesr pcrcenrlhen bclna spcciOed In proccsslna•srccnlcnu or coulncu In lhcln<lusrry), whichever Is rhcsrc•rcr. 11•• rcspccrlvc roy allies nn residue sas 
Md on liquid hydrocarbons sholl be dclcrmlncd by I) ~.e hlghcSI nrorkcl price pold or offered ror M )' .... (or II<Jnld hydroeorbnn•) or cnrrrporoblc quallly In lhc 
gcncnl uc, or l) the a ross price paid or oO"crcd for such res idue sa.s (or lhc wclsfncd aYcras e- srou sclllns price for the respective aradcs of liquid hydrocatbons ), 
whichever Is the aruter. In no event. however. shall the royalt ies payable under lhls pancra ph be less Utan the royalties which would have been due had Ute: &&J not 
been r•occssed 

(U) OTI IER rROUUCTS . Royally on carbon black, sulphur or any o~ocr produclJ produced or nrllrufaclutcd from aas cxcepllng liquid hydrocarbons) 
whc~rcr uld a u be •culnghcad," •dry," or any olhcr au. by rracllonallng, bumlng or any olhcr proce11lng shall be 16 ~~~~ ofrhc 
grou rroduct lon o f such producLJ. or lhc: matkc:l value thereof. at the option of the owner of the soli or the Conuululoner of the General I ,and Office. such ntarkct 
•oluc ro be dcrcnulncd u follows: I ) on rhc basis oflhc hiJh<Sl nr11kcl price of each product for lhc sanrc nronrh In which such producrls produced, or 2) on rhc 
basis o f lite ave rase gross ulc price o f each product for the same month In which such productJ arc produced; whichever Is the gruter. 

S. MINIMUM ROYALTY. Durin& any year aRer lhc cxplrallon o f lhc primary rcnn oflhlslcasc, lf lhis lease Is malnraincd by produerion.rhe roy•lr ics 
paid under rhls lease In no cvcnl!h•ll be less !han an amount cquolro lhe rolol lltnuol dcloy renlal herein provided; olhcrwlse, lhcrc shall be due and payable on or 
before rhe la.sr doy orlhe mon~1 succeeding !he anniversary dole oflhis lease o sunr equolro lhc !oral annuli rcnlallcss rhc amounl ofroyahies paid durlnc lhe 
preceding yc11. lrParagnph 3 orlhis lease does nor specify 1 dcloy rcnul amoun~ lhcn ror lhc purposes oflhls p11agraph,lhc delay rental amounr shall be one 
doll II($ 1.00) per acre. 

6. ROYALTY IN KIND. Norwilhst.andln& any olhcr provision In lhis lease, 11 any time or from rime lo rime, lhc owner o r lhc soli or lhc Commissioner 
o( lhc General Land O ffice may, II lhc opllon or c ilhcr, upon nor less lhan slxry (60) days norlc c lo lhc holder or lhe lease, require lharlhc paymcnl or any royoll les 
accnrlngro such royally owner under lhls lease be made In kind. The owner of lhc soli's or the Commissioner oflhc Gcncrolland Office's rlghrlo talcc lu royally In 
kind shall nor dlrnlnlsh or ncgorc ~rc owner oflhe soli's or lhc Cornm!Jsloncr or~oc (jencroll.and Office's rlghu or l.csscc's obllgal lons, whclhcr express or Implied, 
under rhls lease. 

7. NO OEDUCfiONS. Lessee oarecs lhotoll royahics occruin& under rhis lease (ineludin& rhosc paid In kind) sholl be whhoul deduction for lhc cosl of 
prodnclnJ , &alhcrlna, srorlng, scp11ollna . lfcorlng, dchydnrlnJ, compressing, processing, lransronlng, and orherwlsc rnoldng lhc oil , gas and olher producu 
hereunder ready for u le or use. Les.sce agrees to co mpute amJ pay royalties on the gross value received, Including any relmbursemenlJ for severance taxes and 
producrion relaicd cos IS. 

I . rLANT FUEL AND RECYCLED OAS. No royally shall be payoble on any &IS IS may rcprcsenr lhls lease's proportional< share of any lllcl used to 
process JLI produced hereunder In any processing plan!. Norwllhsrandlng any olhcr provision o rlhls lease, and subject 10 lhc wrhrcn conscnl of lhc owner of rhc soil 
and rhc Cunrnrlssloner oflhc Gcncrol Land Offir:c , Lessee may recycle &IS ror gas 110 purposes on lhc leased premises o r ror lnjecrlon In to any oil or gas producing 
rormorlon underlying lhc leased premises aRcr lhc llq~ l d hydroc11bons conralncd lnrhc sa.s have been removed; no royalrlcs shall be payable on lhc recycled sru 
unril iris produced 11rd sold or used by Lessee In o manner which cnriOes ~rc royally ownets to o royally under ~rls lease. 

9. ROY AI. TY PA YMI!NTS AND RErORTS. All royolllcs nol lakcn In klud sholl be paid ro I he Conunlssloncr or ~rc General Land Office al Ausrl11, 
Texas, In rhc rollowlna manner: 

Payrncnl o r royally on producllon or oil and au shall be as provided In lhc rules sci fonh In rhc Tcxu Rcalsrer. Rules currcnrly provide lhol royally on ollls due 
and musr be received In lhc Gcnerol Land Offir:c on or before lhc Sth day oflhc second n1onth s uccccdlna ~rc monrh or producrlon, and royally on au Is due and 
musr be received In lhc General Land Offir:c on or before lhe ISlh day o( lhc second monlh suc~cdln& lhc n10nlh o f producllon, accompanied by lhc offidavlt oflhc 
owner, nranogcr or olhcr aulhorltcd agcnl, completed In lhc fonn ond manner prescribed by lhe General Land Office and showin& lhe &ross amount and disposilion of 
all oilarrd gas produced and lhc milker value of rho oil and au. roacthcr wllh • copy or oil documcnu, records or rcporu conOrmins lhc grou producrlon, disposition 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



BOO' 5 .J ~PAGE 

omfinarkcl voluc Including gas meier rcodings, popcl inc rcccipu, au line rccclpu :111d o1hcr chcckJ or mcnoor1111do of omouno produced and pu1in1o pipelines. ranks. 
or pools and gas lines or cas sooragc, and any olhcr rcporu or records which the (icncnl Land Office moy require 10 verify lhc gross producllon, disposilion and 
matkc l value In all cues the aulhorhy or a manager o r agent 10 acl for the Lessee herein mus:t be fil ed In lhe General l.and Office: Each royt lty payment shall be 
accompanied by o check SIU b, schedule, summuy or olhcr rcmilw.ec odvocc showln~ by lh< assigned General Land Office lease number I he amounl or royally be ina 
paid on each lease lr Lessee pays his royalty on or before lhirty (30) .toys a ncr 1/oc roy oily poymcnl was due, lhcn Lessee 0"'es I pen oily or S% on lhc royolly or 
S2S 00, whichever is grcalcr A royoily poymcnl which is over lhiny (30) doys lotc shoJI accrue a penally or I O'A oflhe royalty due or S2S 00 whochcver Is greaocr 
In adduion to a pcnDIIy, royalties shall accrue interes t a t a rate 11r 12~"• per )"CDt, such tntcrcst will hcgm accruinc \.\'hen lhc royalty i.s saxty (60) days nvcnluc 
Allidaviu and supponlna documenu which arc not filed when due shall Incur a penally In an amount set by lhe General Land Office odministnl ivc rule whoch os 
e!Tcctivc on the dole when lhc affidovlu or supponing documcnu "crc due The Luscc shall bear oil rcsponslbolily for paylnc or "usong royalties to be paid as 
prescribed by the due dote provided herein. Payment or lloc dcl lro4U<ncy penolly shoJI In no Wly operate IO prohibillhc Slll<'s roghl or rorfcilurc as provided hy low 
nor actio postpone the date on which royalties were ori&lnolly due Tioc obovc penohy provrslons shall not opply in cues oftillc dispute as to lhc Soare's ponoon of 
the royally or to thai ponlon oflhe royally in dispute as 10 fair market value 

I 0. (A) RESERVES, CONTRACTS ANI> on lt:R RECORUS I.e m e shoJI annually furnish the Commissioner of the General Land Office whh 
lu best possible estimate of oil and a as reserves undcrlyina this lease or ollocablc to lhls lease and shall furnish u id Commissioner whh copies of all conllacu under 
"'hkh a u is sold or procc.sscd and all subsequent aarccmcms and amcndmcnls 10 such conuacts within thirty (lO) days a ncr enter inc inlo or maklna. such conuects, 
agrccmcnu or emcndmcnts. Such conuacts and agreements when rccc avcd by the Gcncnl land Office shall be held In conOdcncc by the General Land OOicc unless 
orhcrwlsc ourho!ltcd by l~sscc. All o ther contracu and records pcnainlna 10 the production, llansponatlon, sale and marketing oflhc oil and au produced on nld 
premises. lncludina lhc books and accounu , rccclpu and discharau of all -.ells. tanks, pools. m<lcn , and pipelines sholl 11 all rimes be subjcctro lnspecrion and 
cxamlnallun by I he Conlmlu ioncr o f t he G eneral Land OOicc, the A Homey General, the Governor. or the rep resentative of any o f I hem 

(D) PERMITS, ORJLLINO RECORDS. Wrillcn noll« o f all operations on i/o is lcascshall be submlucd 10 lhe Commissioner of the Gencnl 
Land Office by l .cssee or opcr•lcr nvc (~ ) days before spud dote, workover, re .. nlry, temporary abandonment or pluc :111d abandonmenl of any well o r wells Such 
wriucn no1lcc 10 the Gcnerol Land Office shal l Include copies of Railroad Conrnrlsslon forms for appllcallon 10 drill . Copies ofwell lcsu, completion repons oud 
plugglna reporu sholl be supplied to lhc Generol Land Office at lhe timelhey are liled wllh lhe Texas Railroad Commission. All applica tions, perml u , reporu or 
other filings lhal reference th is l,case Or any specific well on lhe leased prcmlsu and lhotarc submillcd to lhc Texas Railroad Commission or any o the r aovernnocnlll 
agency shall Include the word "S tale* In lire lhle. Addi tionally, in aceordance with Ra ll rood Commission rules, ony slanoge on lhe leased premises for the purpose or 
lderuifying wells , tank boucrles or olher assocloted lmprovcmcnu 10 the land mus t also Include lhe word "Sta le." Lcuee shall supply lhe General Land Office wilh 
any records, memoranda, accounu, reporu. cuuings and cores, or olhcr informotlon rei olive 10 lhc operation of lhe above-described premises, which rnoy be 
requcJied by lhc Gcncrol Land O ffice, In addillon to those herein expressly provided for. Lessee sholl hove an cleeulcol and/or radlooellvhy survey mode on rhc 
bore·holc section, from lhe base of lhe SUrfltc cas ing 10 the lOlii depth o f well, of all wellS drilled on 1/oc above described premises and shollllonsonil a lnoc copy o( 

the log o f each survey on u ch well to lhc Gcnerol Land Office within liOccn ( I S) days aRcr 1/oc making or sold survey. 

(C) l'f:NALTIF.S. Lessee shall incur a penolly whenever reporu, documeniS or olh<r noftlcrlals II< not flied In lhe Gcncrall.and Office when 
due. 'I he penally for lolc filing shall be sel by lhc General l.and Ollicc odnrlnlsUolive rule which Is c !Tecllve on lhe dale when lhc nlllcrlols were due In lhe General 
Land Office. 

II . OR Y I IOI.EICESSA TION OF PROOUCTION DURING PRIMARY TERM If. during I he prlmuy lerm hereof ond prior 10 discovery ond production 
uf oil or gas on said land, Lessee should drill a dry hole or holes thereon, or If during lhe primary term hereof ond aner lhe diJcovery and actual produclion of oil or 
gas from I he leased premises such producllon thereof should cease fr om any cause. this I ellS< shall nollenninale if on or before the explralion of slx1y (60) days fr om 
dale Of conrplcl iOn of said dry hole Or cessation of produclion Lessee COIIImcnces odditionol drilling or reworking operollons thereon, or poys or lenders ~IC ncxl 
orurual delay rcnlalln I he same manner as provided in I his lease If, during lhe lasl year or I he primary term or wilhln sixty (60) days priorlherelo, a dry hole be 
comple1ed ond obondoned, or the producllon of oil or gos should cease for any cause, Lessee's righi.S shall remain in full force ond e !Tect wllhoul funher operallons 
until I he expiration of the prlmuy term; and If Lessee has not resumed production In poylng quan1ll ies at the expiralion o r lhe primuy lerm, Lessee may mainlain I his 
lco.se by conducting additional drill ing or rework ing openllons punuant to Parograph 13, us ins ~ .. cxpirotion of lhc primuy lerm o.s lhc dote of ccssotion of 
producllon under Parograph l 3. Should the li111 well or any subsequent well drilled on lire above described lond be complered as a shur·in oil or gas well within lhe 
primary tc:nn hereo f, Lessee may resume payment of the annual rental In the same manner as prov1dcd herein on or before lhc rental payln& date following 1hc 
cxpirot lon o f slxly (60) doys from the dole of eomplcrion or such shut· in oil or gas well and upon the failure to make such poymenl, this leosc sholl Ipso facro 
tcnninatc. If at the u:p lrat lon n(lhe primary tcrrn or any time thcrcancr a shut·in ull or aas "'e ll b located on the leased prcmbcs. paymcniJ may be made in 
occordancc w iUo lhc shul·in provisions hereof. 

12. ORILLINO AND REWORKING AT EXPIRATION OF l' lti MARY TERM If. althe cxpirotlon of the primuy term, nellher oil nor go.s is being 
produced on sold land, but Lessee Is then engaged In drilling or reworLina operations lhcrcon, this lease shallrcmoin In force so Ions as operations on said well or for 
drilling or rcworklna of any additional " <II arc prosecuted In good foilh and In \Oo OrkmanliLc manner withoutlntcrrupllons lololing more than sixty (60) days durong 
any one sueh opcntion, and lflhey result In the produclion of oil and/or g as, so long lhereancr as oilond/or gas Is produced In paylna quanlitics from said land, or 
payment of shut· in oil or gu well royalt ies or compensatory royalties Is made as provided In lhis lease. 

13. CESSATION, DRILLING, AND REWORKING If, ancr lhe expl ra lion of lhe prlmuy term, produetion of oil or ao.s from lhe lcascd pre mises, aner 
once obtained, should cco.sc from any cause. this lco.sc sholl nortcm•lnote lr Lessee commences additional drilling or reworking operolions wllhin sixty (60) days 
ancr such tc.uallon, and this lease shall rem• in In full force and effect for m long as such opera tions continue in good faith and In workmanlike ntanner wlth<"ul 
lnrerruptions rotal ing more than sixty (60) days. If such drilling or rc,.ocLcna operations resul t In rhc produetlon or oil or a as. the lease shollrcmoln in full force ond 
clfcct for so lone as oil or gas Is produced from I he leo.scd pocntlscs In paying quaruhics or poymcnr of shut·in oil or sas well royolr lcs ur payment of cornpc nsornry 
royohics is mode as provided herein or as prov ided by low. If the dril ling or reworkin& operations result In I he compl<l lon of a "ell as a dry hole. the lease will not 
tcrminolc lf lhc Lessee commcncc.s oddlllonal drilling or rcworkin& operalluns within sixty (60) days ancrlhc completion oflhe " <II as a dry hole, and this lease 
shall remain In c iTcel so Ions as Lessee continues drilling or rework ina opcrallons in good follh and In a workmonlikc monncr whhout Interruptions lola ling more 
I han sixly (60) days. Lessee shall &ive written notice 10 the Gencnl Land OOlcc within lhiny (30) days of any ccsntlon of production 

14. S l llf r ·IN ROY Al.TIES. For purposes of llns parogroph, "well" meariS any wdllhal has been assigned a \Ooell number by I he Sill< aacncy hovin& 
JUrisdiction over lhe produc tion or olland gas. If. atony time allcr the explrollon or I he prlmuy lcrm or . lease lha~ unlll be ina shul in, WLS beinJ moinllined In 
(urce and ciTe ct . • well capable o r producing oil 01 go.s in paying quonlillcs is locorcd on I he lco.sed premises, but oil or cas Is not being produced for lack or suilablc 
production facilities or lack of a suitable market. lhen Lessee noay pay as a shul·ln oil or cas royally an amounr equal to double the annual rcnral prov1ded in rhc 
lease, bur nor less lhan Sl .200 o year for each well capable ofproducinc oil or aru in paying quantities. lfParogroph 3 o f lhis lease docs not specify a delay renlo l 
.,noun I, then ror the purposes or this para&raph. a he delay renlal .. noun I shall be one dollar (S 1.00) 11<' acre To be cfTccl1ve, uch lnillel shut·in oil or gas royally 
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III USI be p1 1 ~ on or before. ( I) the cxpu1110n ofll1c primary tcmt, (l) 60 days ancr ll1c Lessee cc:ucs to produce oil or gas from the leased premiSes. or (J) 6(1\lays 
oncr Lessee com~lctes a drilling or reworking operation in accordance with the lco.sc prov1sions: whichever date is latest Such payment shall be made one-half (Ill) 
10 the CommiSsioner of the General Land Office and onc·hal ( (Ill) to the owner of ll1c soil If the shut·m 011 or ga.s royalty " pa1~, the lease shall be considcrc~ to be 
a produCing lca.sc and the payment shall extend the tcnn of the lco.sc for a penod of one year from the end of the primary tcnn. or from the first day of the month 
followmg the month In which production ceased, and. a ncr that, If no suitable product•on{acilit ics or suitable n1arkct for the 011 or gas cxim . Lessee may extend the 
lc:uc lor four more successive periods of one (I) year by paying the some amount each ycnr on or befo1c the c1puatiun of each shut·in ycnr 

IS. COMPENSATORY ROYALTIES. If, during the period the lease is kept in e!Tcct by payment of the shut·ln oil or gas royalty, oil or gas is sold and 
dchvc~ed in poylna quantities from a well located within one llwusand (1,000) feet ofll1c leased premises 111~ completed In the san1c producing reservoir, or In any 
case In which drainage Is occurring, the right to continue to maintain the lease by paying the shut·ln oil or go.s royolty shall cease, butll1c lease shall remain c!Tcctivc 
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for fnur more successive years by Lessee paying compcnn1ory 
royally althe royelly rate provided in the lca.sc: of the market value ofproducllon from the well ctu.slnglhc dninagc or which is completed In the same producing 
reservoir Md within one thousan~ (1 ,000) feet of the lease~ premises. The compcnsotory royalty Is 10 be paid monthly, onc·half(lllj to the Commissioner of the 
General Land o mcc and onc·half (Ill) to the owner or the soli, beginning on or befo1e the last doy of the month following the month '"which the oil or gas Is 
produced front the well causing the ~ralnogc or that is completed In the san1c pro~uclna reservoir and loco1cd within one thousand (1.000) feet of the lease~ premises 
If the compensatory royalty paid In any ll·month period l.s in an amount less than the annual shut-In oil or go.s royalty, Lessee sholl pay an ~n~ount equol to the 
~i!Terenee within thirty (30) doys from the end o f the 12·month period. Compcnsotory royalty poymenu which arc not timely paid will accrue penolty and Interest In 
accordance with Paraaroph 9 ofthiJicose. None of these provisions will relieve Lessee of the obligation ofreo.sonablc development nor the obligation 10 drill o!Tset 
wells DJ provillctlln 1'cxas Natufll Rcsoutc:cs Code 52.173; however, ftt the dctcrn1inetlnn of the Ctuuml'\.siuncr. nnd with the Commissioner's wrhtcn aprroval, the 
i••ynttnt of compensatory royalties can satisfy the obligation 10 ~rill o!Tstl wells. 

16. 1\ETAINI:I> ACREAGE. Notwithstanding any provision of th is lease to the contrllly, oner a well producing or capable of producing oil or gM hM 
he en contplctcd on I he leased ~remises, Lessee shall c•erc isc the diligence of a reasonably prudent opcr•tor In tltll llng such a~tlit lo nal well or wells o.s may be 
ICOSOnably necessary for tloc proper development or the leo.scd premises and In tntllkct lng the productl~n thereoto 

(A) VERTICAL. In the event this leo.sc Is In force and e!TcCI two (2) years a ncr the ••plratlon dote o f the primary or extended term It shall then terminate 
as to ell of t he leo.scd premises, EXCEI'T (I) 40 acres surrounding each oil well capable of producing In paying quantities and 320 acres surrounding each gu well 
capable of producing in payln& quantltiCJ (including a shut·in oil or go.s well as provided In Paragraph 14 hereof), or a "''II upon which Lessee Is then engaged in 
contonuous drilling or re"'orking operations, or (2) the numb« of acre• included In a producing pooled unit punuantto Texas Naturol Resources Code Sl. l S I· 
S2. l SJ, or (J) such grcotcr or lesser number of acres as moy then be al lococcd for production purposes 10 a proration unit for coch such producing well under the rules 
and regulations oflhc Railroad Commission of Texas, or any succc.ssor agency, or othcrgovemmentaJ authorily havinajurisdlction. I fat any tl01e ancr the effect ive 
date ofll1t plrtloltcnninotlon provisions hereof, the applicoble field rules arc changed or the well or wells located thereon are reclo.sslllcd so thatlesJ aacagc Is 
theruncr allocalcd 10 said well or wells for produclion purposes. this lease shall thereupon tcmunatc as 10 all :scrc"gc no l thereancr alloc:atcd to uld well or ~ells for 
produc1ion purposes Notwithscandlnathc tcnnination oflhiJ tease as 10 a portion of the lands co vered hereby, Lessee shall ncverthclcu continue 10 have the right of 
ingress 10 and egress from the lands still subject to this lco.sc for all purposes described In Paragroph I hereof, together with coscmenu and righu-of·way for c•lstlng 
roods. ••isting 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 llansportation of oil, go.s and other minerals produecd from the retained lands. 

(ll) I IQ~J~g~n· •l In tho 1 •• tthio I eM I lo I• lisoeo and cffi:ct h•o (2) 1eaos aAco the cxph wtiou date of the Jllllllll) oo c 11 udcd tc1111 It shall funhco 
tcnnin&lc 1$10 ell derlhs ltele 199 kel hele a the lelal fleJ'I:h ~t ill ed (hcrcillaACi •dccpti dcpdt?) In each well located 011 lt,eeage tttahred In faJJgiiph 16 (>\) 

uhc e. m~l •u an e "era,. 1 e ~)) aau a Au the prlruiiJJ er extended ICii ii l.uscc ji&JS wt amount equal to cue lialf(IR) ufclic buuus uilgiuallj paid as 
cuuslduarion f\n this lease (KS Sjitcified oil page I lielto,. If such MIIUiiiitls paid, this lease slmll be hr fuiCt &lid cffccc as to such dccpcr depths. aud sold 
~C"tmhttttfon·meH be dcla)td f01 011 addltior; ul ptiiod ofl wo (2) Jtrus aud so lung drcrcafter as oil us giG Is jHOduced In jlaylng quamhles 110111 such deeper dtpihs 
..,..eted ~¥ th is In&•. 

(C) iOENTIFICA TION AND FILING. Tltc surface acreage retained hereunder o.s to each well shall, as ncasly o.s pracrical, be in the fonn of a square with 
Ute well located In the center ll1ereof, or such other shape o.s may be approved by the Commissioner of the General Land Office. Wllhln thirty (JO) days allcr p111lal 
termination of th is lco.se as provided herein, Lessee shall •••cute and record a releo.sc or releo.ses containing a satisfactory legal description of the acreage and/or 
depths not retained hereunder. The recorded release, or a certified copy of sante. shall be fil ed in the Generol Land Office, accompanied by the filing fee prescribed 
hy the General Land Office rules In c!Tcct on the date the release Is filed If Lessee fails or refuses ro execute and record such release or releases within ninety (90) 
days a Ocr being requcstc~ to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written Instrument the acrugc and/or 
depths to be rc lco.scd hereunder and record such Instrument at Lessee's e•pcnsc In the county or count ies where the lease Is located and In the official records of the 
Gcncrol Land omce and such ~cs lgnatlon shall be binding upon Lessee for all purposu 

17. OFFSio'T WELLS. Neither lite bonus. delay rentals, nor royalties paid, or to be paid, un~cr this lease shall re lieve Lessee o f his obligation to protect 
the oil and gas under the above-described land from being drained LCJsee, sublessee, receiver or other agent in control of the lco.sed premises shall drill as many 
-.ells IS tloe focu moy justify and shall use appropriote means and drill to a depth ncccssary to prevent undue draino~e of oil and gas from the leased premises In 
addition, tfoilandlor gu should be produced In conuncrclol quantities within 1,000 feet ofUoclcased premises, or in any co.se where the leo.scd premises Is being 
droined by production of oil or go.s , the Lessee, Jublcssee, receiver or other agent in control oftlte lco.scd premises shall in good faith begin the drilling of a well or 
wells upon the leued premlsu within I 00 doys oOcr the draining well or wells or the well or wells completed within 1,000 feet of the lco.scd premises stlrt producing 
"' comn1erciol quantities and shall prosecute such drlll~ng with dillacncc. Failure to satisfy the statutory o fTset obllgotlon may subject this lease and the owner of the 
sool's aseney rlghu to forfeiture Only upon the determination of the Commissioner of the General Land Office and with his written approvol may the payment of 
c111npcnsotory royalty under applicable statutory parameters satisfy lltt obligation to dr ill an o!Tset well or wells required under this parAgraph. 

IS. FORCE MAJEUkE. If, ancr a good faith e!Tort , Lessee Is prevented from complying with any uprcss or Implied cove.•.nt of this lco.sc, from 
comJuctin& drilling opcrac1onJ on the leased premises, or from producins oil or gas fi'Om the leased prcmbcs by reason of w11. rebellion, riots. strikes, acts ofOod, or 
any volld order, rule or regulat ion of government outhority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lcuee 
sholl not be liable for damages for failure 10 comply with such covcnanu: addltlonally, thls lco.sc shall be extended while Lessee is prevented, by any such cause, 
from conductina drilling and reworking operation• or from producing oil or aas from the lcoscd prcmbes llo,.ever, nothina In this porogroph shall suspend the 
payment of delay rentals In order to maintain thb lco.se in e!Tect during the primary tenn In lite absence of such drill ing or reworking operations or production of oil 
or gas 
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19 WARRANTY CLAUSE. The owner oflhc soil warranu and agrees 10 defend lillc 10 !he leased premises. If !he owner oflhc soil dcfaulu on 

payn~cnu owe~ nn rhc leased premises, !hen Lessee may re~eem rhe righrs ofrhe owner oflhc soli In lhc leased premises by payln& any mon&IK<. rues or orhcr liens 
un rhe lciiS<<l premises. If Lessee makes payments on behalfofrhe owner ofrhe soli un~er rhls paragraph, l.cssco may r<:cover rhe COSI oflhcse payments from I he 
renlal and royali lcs due llre owner oflhe soil. 

20. (A) PROPORTIONATE REOliCTION CLAUSE. lflhc owner ofrhe soil owns less lhan lhe enlir<: undivided surface eSiarc in lhc above 
~e«ribcd land, wherher or nor Less<e's inrcrcsrls specllicd herein, lhen lhc roy allies and renlal herein provided 10 be paid 10 lhc owner of lhe soli shall be paid 10 him 
in rhc proponlon which his inrercSI bears 10 lhc enrire undivided surface csralc and rhc royalllcs and renral hcr<:in provided 10 be paid 10 lhc Commissioner oflhe 
General Laml Office of lhc Slarc of Texas shall be likewise proponionarcly reduced. llowcver, before Less« adjusu lhc royalry or renlal due 10 lhc Commissioner of 
rhe General !.and Office. Less« or his aulhorlted represcn111lve mrur submilro lhc Commissioner of rhc Ckneral Land Office • wrlncn Slllcmcnl which explains lhe 
di>Crer••u··y berwcen rhe lnlerul purponcdly lcticd under rhls lease and lhc acruallnler<:SI owned by lhc owner oflhc soli. The Commissioner ofU1e General Land 
Ollie.: :~.h.,lllx: paiLI the value of the whole pro4Jucafon allocable to any undivided lmcrcu no1 covered by a lease, less lhc proponlonalc dcvclopmcnl and produclion 
cosr •llocablc 10 such undivided lnrcrcsr. l lowcver, In no cvenl shall lhe Commissioner oflhc Clcneral Land Office receive as a royalty on lhc gross producrlon 
11lh1cablc. to t ile uruJivltlcllln tcrcsc not lei.Scd an amount leu thanlhc value ofonc·$lxtccnth (1 /16) of such gross producalon. 

(D) REDUCTION OF PAYMHNTS. If, during lhe primary rcnn, a ponlon ofrhcland covered by lhis lease Is Included within rhe boundarrcs 
of a pooled UIUI rhar has been approved by I he School Land Doard and ll>< owner ofrhc soil in accordance wllh NaruraJ Resources Code Sccrlons 52.151-52.1 H, or 
if, 11 any rime oller lhc cxplrarlon of the primary 1<m1 or rhc cxrendcd 1em1,1his lease covers a lesser number of acres lhan lhcroral amounl described herein, 
payments 1hat arc made on a per Jere basis hereunder shall be reduced .. ccurdinc Ia the number of ac:rcs pooled, rclcucd, surrendered. or otherwise severed, so 1ha1 
payn~enu dercnnlncd on a per acre bas is under lhc renns ofrhls lease dutoug lhe primary lcnn shall be calculared based upon lhc number of acres ouuldc rhe 
boundaries ofa pooled uni~ or, ifal\er lhc cxpinrion ofrhc primary lcnn,lhc number of acres acrually retained and covcr<:d by lhls lease. 

21 . liSE OF WATER. Lusee shall havc lhc rlghllo usc warer produced on said land necessary for operarions under this lease cxcepl warcr from wells or 
ranks of lhc owner of lhc soli; provided, however, Lessee shall nor usc potable warcr or warcr suhablc for llvcsrock or lrrigarlon purposes for warerOood operarlons 
wllhour rhe prior consenl of lhc owner o f lhc soli. 

22. AUTHORIZED DAMAGES. Lessee shall pay lhc owner oflhc soli for damages caused by iu operations to all personal propcny, lmprovemcnu, 
livcsloc~ and crops on said land. 

23 . PIPELfNE DEPTH. When rcqucsrcd by lhc owner oflhe soil, Lessee shall bury lu pipelines below plow dcplh. 

2~ . WELL LOCATION LIMIT. No well shall be drilled nearer lhan lwo hundred (200) fcel lo any house or bam now on said premises wilhour rhc 
wrincn conscnr of rhe owner of rhe soli. 

25 POLLUTION. In developing this area. Lessee shall usc I he highesr degree of care and all proper safeguards lo prcvenl pollurlon. Wilhourlimirlng rhc 
lorcgoin&, pollurlon of coasral wei lands, narural warcrways, rivers and Impounded walcr shall be prevcnred by I he usc of conr.lnmenl faclllllcs sufficlcnllo prevenl 
spillage, see pose or ground waler conramlnallon. In rhc cvcnl of pollurlon, Lessee shall usc all means arlu disposal 10 r<:caprurc ai l escaped hydrocarbons or or her 
polluranr and j(>all be responsible for ai l damage 10 public and prlvarc propenics. Lessee shall build and mainlaln fences around lu slush, sump, and drainage piu 
and rank baueries so as ro prorccr livcsrock agalnsrloss, damage or Injury; and upon complcrlon or abandonmenl of any well or wells, Lessee shall 011 and level all 
slush plu and cellars and complclcly clean up rhc drilling she of all rubbish lhercon. Lessee shall, while conducrlng operarlons on I he leased premises, keep said 
premises free o f all rubbish, cans, bonles, paper cups or garbace. and upon complclion of openrlons shall rcsrore lhc surface oflhe land 10 as ncar lu original 
condlllon and conroun as Is praclicablc. Tanks and cqulpmcnl will be kepi painrcd and prcscnrablc 

26. REMOVAL OF f:QU II'MENT. Subjccr 10 llmharlons In rhls paragraph, l.cssee shall have lhe rlghiiO remove machinery and Oxrurcs placed by 
1.-=uc:c onlhc leased prcmlscs,lm:ludinx lhc rl&htlo tJraw amJ remove casing, whhln one hundred twenty (120) days after lhc expiration o r lhc termination of this 
lease unless I he owner of rhc sollaranu Lessee an cxlcnslon ofrhis 120·day period. However, Lessee may nor remove casing from any well capable of producing oil 
and aas In paying quanrilles. Addirionully, Lessee may no1 draw and remove casing unrll after lhlny (30) days wrlnen no1icc 10 the Commissioner oflhc General 
Land Office and 10 the owner of the soil. The owner of the soil shall become the owner of any machinery, OxiUrcs, or ea.slng which arc not timely rcmovecJ by Lessee 
under rhc renns oflhls paragraph. 

27 (A) ASSIGNMENTS. Under rhc condirions con1ained In rhis paragraph and Parograph 29 oflhh lcasc,lhc ri&hU and CSIIICI ofcllhcr party 10 lhls 
lnsc muy he: essigned, in whole or in pun, and 1hc provi$lons oftlus lease shall extend 10 and be binding upon their hei rs, devisees, legal represenlallvcs, successors 
Ylul U.S$1gn~. I hn"cver, • ch•n"e or t..l ivislon In owucuhlp ,,f I he l•n!.l, re~u•ls, or roy•lllc• wil l no I enlarge. lhc. obll&ellon.s of Lessee, diminish the rlghu, privileges 
aJhJ .:Si iii U uf l .cucc, lmpDir the cnCclivcncu or any payment ma&Jc by l .cucc or Impair the cU'cct lveness of any act pcrfonned by Lessee. Ani.J no change or 
division In ownership ofrhc land, renrals, or royalr lcs shall bind l.essec for any purpose unrllrhlny (30) days aner lhc owner oflhc soli (or his heirs, devisees, legal 
represeruauves or assigns) fumlshcs lhc Lessee whh sarlsfacrory wrluen evidence nfrhe change In owncnhip,lncluding lhc original recorded munlmenrs of rille (or 1 

ccnilie~ <opy of such origin•!) when rhc ownenhlp ch&IIK<d because of a conveyance. A 10111 or panlalasslgnmenl of this lease shall, 10 lhc cxrcnr ofrhc lnrcreSI 
assiancd, relieve and discharge Lessee of all subscqucnr obllaarlons under rhls lease. lfrhls lease Is asslancd In lu cnrlr<:l)' asro only pan oflhc acr<:agc,lhc rlghl and 
oprlon 10 pay rcnlals shall be appon ioned as berwccn lhe several owners rarably, according 10 lhc area of each, and failure by one or more oflhcm 10 pay his share of 
rhc renral shall not afTecr lhls lease on lhc pill ofrheland upon which pro rala rcnrals arcrimcly paid or render<:d; howcvcr,lflhc assignor or assignee docs nor file a 
ccnlfied copy of such asslanmenrln lhc Generall.and Onlcc before lhe ncxr rcnral paylna darc,lhe cnrlre lease shall ICnninarc for failure 10 pay rhc enrlrc renr.l due 
un~er l'aragraph ) . Every ass ignee shall succeed 10 all rlshrs and be subjccrro all obligarlons, llabllhlcs, and penalllcs owed 10 lhc Slalc by lhc original lessee or any 
prior assignee of lhc lcase, Including any llabllhlcs 10 rhe Srarc for unpaid royahics. 

(0) ASSIONMliNT LIM ITATION Norwhhsrandlng any provision In l'arograph 27(a),lfrhe owner ofrhc soll ocqulrcs rhls lease In whole or In pan by 
IISslgnmenl whhour rhc prior wrlllen approval of rhc Cornmlssloncr ofll1c General Land Officc, lhls lease Is void as of !he rime ofuslanmenl and rhc agency power 
ofrhc owner may be forfe hcd by lhc Commissioner. An asslgnmcnl will be rrearcd as If II were madcro lhc owner oflhc solllflhc assignee Is: 

( I) a nomlncc of thcownerof rhesoll; 
('2) a corporation or subsif.llll)' In which the owner of the soli b a principal stockholder or Is an employee of such a corporallon or subsi diary~ 

(3) a partnm hlp In which lhc owner oflhe soli Is a partner or Is an employee of such a pannmhlp; 
(4) a principal srockholder orcmploycc of rhc corporal ion which Is !he owner oflhc soil: 
(5) a partner or employee In a p111ncrshlp which Is lhc owner of rhc soil; 
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(6) a riUuclary for t11c owner oflhe soli: including but nat lhultcd to" gunrdlnn, lru~tcc , c~ccultH , IU.hninl<tuuor. receiver. ur cnn~crvnlo"l\ f~rr ihc · 
owner of the soli: or ~ ~ 
(7) a fam ily member of the o wner o f the soil or related to the owner o f the soil by marriage, blood, or adoption. 

28. RELEASES. Under the condhions contained in this paragraph and Paragraph 29. Lessee moy at any time execute and deliver to the owner of the soil 
1U1d place o f record a release orrcltasu covering any port ion or portions o f the leased prcmlsu. and thereby surrender this lease as to such portion or portions. ond be 
relieved of all subsequent obllgotlons as to IICfclgc suncndcrcd. If AllY part of this lease lJ:I!roperly surrendered, the de loy renlal due under th is lease shall be reduced 
by the proportion that the suncndcr.:d ocreagc bear:s tO the acreage which was covered by fhis lease immediately prior to such suncndcr: however. such release will 
not relieve Lessee of any llabllhles which may hove accrued under this lease prior to the suncndcr of such ocrcage. 

29. FILING OF ASSIGNMENTS AND RELEASES. I foil or any part o f th is lease is assigned or re leased, such assignment or release must be recorded In 
the county where the land Is situotcd, .,d the recorded Instrument. or a copy o f the recorded lnsLrumcnt certified by Ute County Clerk of the county In which the 
instrument isrccordcd, must be nlcd In the General Land Office within 90 days o f the last execution dote accompanied by the prescribed Ollng fee . lhny such 
IISsignmcnt Is not so nlcd, the rlghu acquired under this lease shall be subject to forfeiture ot the option of the Commissioner of Ute General Land Office . 

J U. OISCLOSURE C LA USE. All provisions pertolnlng to Ute lcu c o f the obovc.<Jcscribed lnnd hn\C been Included In this Instrument. lncludln~ the 
statcntcnt o f the Lrue consideration to be paid for the execution of this lease and the rights ond dutlu ofthc parties. Any collatcralagrc<mcnts concerning the 
development of oil ond gas from the leased premises which 1te not contained In this lease render this lease invalid" 

3 1. FIOUCIAR Y DUTY. The owner of the soli owu the State a Oduciary duty and must fully dlselose any focts a !Teeling the Stole's Interest in the leased 
premises. When the Interests of Ute owner of the soli conOicl with those of the Stale. the owner o f Ute soi l is obligated to put the Stale's interests before his personal 
interests 

J2. FUit FEI I UltiJ. I( Lcs<cc Jhall (Ail or refUj;C to rn11kc the ('l'l )ltucnl nf 1my Jutu whh1n lhhly " ")'" nl\er h bccmneJ due, ur 1r l .. cs~cc nr nn lmlhtubetl 
ngcut ~houhJ knowingly make any false tel urn or false report conceming production or drilling, or If t.e~'ec shnll f11il or refuse to drilliUIY offset \'t'ell m wclb In ~fW'tl 
faith as required by low ond U1e rules Olld r<:gulotlons adopted by the Commissioner of the ventral Land Office, or if Lessee should fall to nle reports in the mAll ncr 
required by law or fall to comply with rules and resulotions promulsated by the Generol Land Office, the School Land Ooud, or the Railrood Commission, or If 
Lc:.ssce should refuse the proper eulhorily access 10 the records pc.n.alnln& to opc:r•t ions. or If Lessee or M authorir.cd Rgcnt should knowin&IY fail or refuse lo r.ive 
eonect infonnlllon to the proper authority, or knowingly fail or refuse to rum ish Ute General Land Office a conect log of Any "'ell. or If Lessee shall knowinsly 
violate any o fU1c mllerlel provisions o f th is lease, or If this !ease ls assls ned Olld the a.ulgnment Is not nled in the General Land Office as required by law,the rights 
acquired under this lease shall be subject to forfchure by the Commissioner, and he shall forfeit same when sufficiently lnfonncd of the focts which authorltc a 
forfehure, and when forfeited the 11ea sholl again be sub)eet 10 lease under the temu of the Rcllnqulshntent Act llowcvcr, noUtlng herein shall be construed .., 
woivlng the automatic tennlnatlon of this lease by operation oflaw or by reason of any speclalllonlta tlon or ising hereunder. l'orfclturcs moy be set u lde and this 
leASe ond • II rights thereunder reinstated before the rights o r another Intervene upon satisfACtory evidence IO o •• Commissioner of the General Land Office or future 
compliance with the provisions o f the law and o f this lease Md the rules Olld regulations thai may be odopted relative hereto. 

33. LI EN. In occordonce with Texas Natural Resources Code S2.136, the SlAte shall hnvc o first lien npon all oil oud gu produced from the area covered 
by this lease to secure payment o f oil unpaid royalty and oUter suniS of money that may become due under this lease. Oy aeceptancc of this lease, Lessee grants the 
State, In addit ion to the lien provided by Texas Natuul Resources Code $2.136 M d any other applicable statutory lien, on express eontractual llen on and security 
Interest in oil leased minerals In and extracted from the leased premises, all proceeds which moy oecrueto Lessec from the sale of such leased minerals, whether such 
proceeds arc he ld by Les.sec or by a third party. and all rixture.s on and improvements to the leased premises used In connecllon with the ,roductlon or proccssln& of 
such lea.•ed minerals In order to secure the poyment oflll royllliu or other amounts due or to become due under this lease and to secure payment of any damoges or 
loss that Lessor may su!Ter by reason of Lessee's brcoeh of ""Y covenant or condition ofthiJ lease, wheUtcr express or Implied. This lien and seeurity Interest moy be 
foreclosed with or withouteourt proceedings In the manner provided In the Tille I, Chapter 9 of the Texas Business and Commerce Code. Lusee agrees that the 
Commissioner may require Lessee to execute and record such lnsLrumcnts as may be reasonably necessary to acknowledge, auach or perfect this lien. Lessee hereby 
repruents thot therc 11e no prior or superior liens ulslng from and relating to Lusee's ocrivhics upon the obove·described property or from Lessee's ocqulshlon of 
this lease Should the Commissioner at any time detennine thot this representation Is not Lrue, then the Commissroner may declare this lease forfeited as provided 
herein 

34. POOLING. Lessee ls hereby granted the right to pool or unhlze the royohy interest of the owner of the soli under this lease with any other leasehold 
or mineral interest for tlte expiorotion, development ltld production o r oil or gas or either o r them upon lhe same tcnns as shall be approved by the School land 
!loard and the Commissioner of the General Land Office for the pooling or unitizing of the In terest of the State under this lease pu11uantto Texas Naturll Resources 
Code 52.15 1·52 153. The owner o f the soil agrees that the Inclusion of this provision In this lease sotislies the c.ccution requirements stated in Te•as Na111ral 
Resources Code 52. 152, 

35. INDEMNITY. Lessee hereby releases and disch11ges the Stole o f Texas aEd the owner of the soil. their officers, employees, panners, agents, 
conuactors . subcontractors. gucsu. Inv itees, and their rcspccllvc succcs.sors and assigns. of and rrom all and any actions and causes of action of every natur e. or other 
lwm, including environmental harm, for which recovery of damages ls sought. Including, but not limited to. all losses and expenses which 1tc caused by the 
activities o f Lessee, its officers, employees, and ogents u islng out of, lncldenlal to, or resulting l'tom, the operations of or for Lessee on the leased premises 
hereunder, or that may arise out o f or be occas ioned by Lessee 's breach of any ofthc tenns or provisions of this Agreement. or by any other negligent or sulctly lloble 
oct or omission of Lessee. Further, Lessee hereby agreu to be liable for. exonerate, Indemnify, defend Olld hold harmless the State of Texas Olld the owner of the soil, 
Utcir officers, employees and agenu, the ir succcsson or assigns, ogalnSIAily and all cloims, llabilitiu, lossu, d11n1ges, oct ions, personal injury (ineluding death), 
costs and expenses. or other harm for which recovery o f damagu Is sought. under AllY theory Including tort. conuaet, or sulci liability, Including 1110meys' fees and 
other legal expenses, Including those related to environmental hazards, on the leased premises or In any way relotcd to Lcuee 's failure to comply with any and all 
environmentol laws: those u ising from or In IllY way related to Lusce' s opeutlons or any other of Lessee's octivitics on the leased premises: those arising from 
Lessee's usc o f the surface of the leased premises: and those that may atise out o f or be OCCI$Ioned by Lessee's breach of any of the lenns or provisions of th is 
Agreement or any other act or omiSSion of Lessee, Its dlrecton, o fficers, employeu, partners, agents, controctors, subcontroctors. guests, Invitees, Olld their respeetlve 
successors and assigns. Eoch assignee of this Agreement. or an Interest there in, agrees to be liable for, exonerate, Indemnify, defend Olld hold harmless the Stole of 
Texas and the owner o f the soli , their officc11, employees, ltld agents in the same manner provided above In connection with the oclivit ies o f lessee, its officers, 
employees, and agents as described above. EXCEI'T AS OlliERWISE EXPRF.SSLY LIMITED H ERE IN, ALL OF T ilE INDEMNITY OBLIGATIONS 
ANDIO n LIABILITIES ASSUMED UNDER Til E TERMS O F Ti llS AGR EEM EI'IT SHALL DE W ITIIOlfT LIM ITS AND WITIIOlfT REGARD TO 
T ilE CAUSE O R CAUSES TIIEREOF (EXC LUDING PRE-EXISTI NG C ONDITIONS), STR ICT LIABILITY, O R T ilE NEGLIGENCE OF ANY PARTY 
O R PA RTIES (INC LUDING TilE NEGLIG ENC E OF Til E INDEMNI FI ED PARTY), W H ETHER SUCJI NEGLIGENCE BE SOLE, J OII'fr , 
CONCURREI'f r . ACT I VE, o n PASS IVE. 

. ... 

. . -··"----·---·----- ---# 
True and Correct 

copy of 
Original filed in 
Reeves County 

Clerks Office 
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16. ENVIRONMENT AI.. HAZARDS. l.csscc shall usc lhc hlghcsl degree of care and all reaJonable safeguards 10 prevenl concarnlnalion or polluclon of 
111y cnvlronmcncal medium, lneludlns soil, surface waters, aroundwacer, sedlmcnu, and surface or subsurface s11a11. arnblenlalr or any olher envlronmenc..l medium 
in, on, or under, lhc leaJed premises, by .anY waslc, pollu11111. or concamlnanL l.cssec shall no I brlna or pcrmlcco remain on lhe leased premises 111y asbescos 
conulnlna materials, explosives, toxre materials, or subsllllces reaulaced as hilUidous wastes, hilUidous materials, hllUidous subS1111ces (as lhe lerm "Huardous 
Subs1111ce" Is denned In lhc Comprehensive EnvlronmenLll Response, Compensation 111d l.labilhy Acl (CERCI..A), 42 U.S.C. Seellons 960 1, <I seq.), or coxle 
subsllllees under 111y federal, scale, or local law or reaulaclon ("HilUidous Malerlals"), excepl ordinary produeu commonly used In COMcellon whh oi1 111d aas 
explorallon 111d development operations and stored In lhe usual manner 111d qu1111llles. LESSEE'S VIOLATION OF TilE FOREGOING PROlllBITION 
SHALL CONSTITUTE A MATERIAL BREACll AND DEFAULT HEREUNDER AND LESSEE SIIAI..L INDEMNIFY,IIOLD HARMLESS AND 
DEFEND TilE STATE OF TEXAS AND Til £ OWNER O F Til£ SOI L FROM AND AGAINST ANY C l.AIMS, DAMAGES, J UDGMENTS, PENAl. TIES, 
LIABII..ITIES, AND COSTS (INC LUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF Til E FOREGO ING PROHIBITION OR ( II) TilE PRES ENCE, RELEASE, OR DISPOSAL OF ANY IIAZARDOUS MATERIALS ON, 
UNDER, OR ABOUT Til E LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF TilE LEASED PREMISES. LESSEE SIIA I..L 
C LEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR G ROUND WATER CONTAMINATION AND DAMAGE CAUSED BVTIIE 
PRESENCE OR RELEASE 0[,' ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT TilE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF Til E LEAS ED PREMISES IN CONFORMANC E Wml TilE REQUIREMENTS OF APPLICABLE LAW. TillS 
INDEMNIFICATION AND ASSUMPTION SIIALL APPLY, BUT IS NOT LIMITE D TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE S IIALL IMMEDIATELY G IVE THE STATE OF 
TEXAS AND TilE OWNER OF TilE SOIL WRITTEN NOTICE OF ANY DREAC II OR SUSPECTED DREACII OF TillS PARAGRAPII, UPON 
LEARNING OF TilE PRESENCE OF ANY IIAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO IIAZARDOUS MATERIALS WlllCII MAY AFFECT Til£ LEASED PREMISES. TilE OBLIGATIONS OF LESSEE 
II EREUNDER S HALL SURVIVE TilE EXPIRATION OR EARLIER TERMINATION. FOR ANY REASON. OF TillS AGREEMENT. 

37. APPI..ICADI..E LAW. This I easels Issued under lhc provisions of Texas Natural Resources Code $2.171lhrough 52.190, commonly lcnown 1J lhe 
Relinquishment Acl. and olher applicable sl.tiUICs and amendmenu !hereto, and If any provision In lhls lease docs not confonn 10 lhcsc statules, the sutules will 
prevail over any nonconforminslcasc provlsloru. 

18. EXECU110N. This oil and gas lease must be signed and ocknowledged by lhe Lessee before II Is Oled of record In lhc county records and In lhe 
General Land Office o f lhc Sc..ce of Texas. Once lhe Olin a requlrcmenu found In Paragroph 39 or lhls lease hove been satlsncd, lhe effective dore oflhis lease shall 
be the dole found on Pogo I. 

39. I.. EASE FILING. Pursuanlto Chapler 9 oflhe Texas Business and Commerce Code, lhls lease must be fil ed of record In lhe office oflhe County 
Clerk in any counly In which oil or any part of lhe leased premises Is localed, and cen lned copies !hereof muse be nled In lhe General Land Office. This leaJe Is noc 
effecilve unlll a cen iOed copy oflhls lease (which Is made and ceniOed by lhe Councy C lerk from his records) Is Oled In the General Land Office in occordanee whh 
Texas Nacur&l Resources Code 52.111. Addlllon&lly, lhls leaJe shall not be binding upon lhe Sc..ce unless h reellcs lhe oecuol and ttue consldcrallon paid or promised 
for exeeullon oflhls lease. The bonus due lhe Sc..ce and lhe prescribed Ollng fee shollaecompany such e<niOed copy 10 lhc Generol Land Office. 

BY: Clay Johnson 

TITLE:_-:;;~:--::::-7-\--------

DATE: 4"-!S-(J 

STATE OF TEXAS 

BY:-;-:--..,..-.,..----::---..,---::--"""7:::-----­
Indivlduolly and aJ agcnl for the Sc..ce ofT ex as 

Date: __________ _ _ _ _ __ _ 

STATE OF TEXAS 

B Y:-:-:---::---:-----:::--:---::--""7.:------­
lndlviduolly and as agenl for lhc S tale ofT ex as 

Date: _______ ________ _ _ 

By : Dudley 
STATE OF TEXAS 

BY:_,...,._.,.-...,---- .,.-.,..-.,.--,--- ---­
Indivldually and as agenl for lhe Sl.tlc of Texas 

Date:. ___ __________ ___ _ 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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------------·---------- ---------------------------------------~ 

-. 
STATEOf _____ T~E~XA~S~--------- (CORPORATION ACKNOWLEDGMENT) 

COVNTYOF __ ~R~E~E~V~E~S~--------

DEFORE ME, the undersigned authority, on this day personally appeared ! Dudley K. Montgo mery 

known to me to be the person whose name is subscribed to the (oreaolna instrument. as, __ -'P._r....,.e,.s_.,i.,d.,.e"'n,_,t"-------------·Of 

THE sroJR.ITY STATE BANK OF PECOS and acknowledged to me that he executed the same 
for the purposes and considerat ion therein expressed, In Lhe capacity silted, and as Lhe act and deed o f said corporation. 

Given under my hand and seal of omee Lhls the 12th day of 

NolAI)' Public In and for __ S...._r ... a..,t.,;e'-'o..,f.__T.._e ... xA.<Ia...,s._ 

(CORPORATION ACKNOWLEDGMENT) 

DEFORE ME, Lhc undersigned auLhorhy, on Lh ls day personally appeared ______________________ _ 

known to me to be 01c person whose nL'llC Is su~serlbed to Lhe foregolns insuumcnt. as ___________________ of 

-:--:-----.,----,,..,--,--,---,----:-:--:---.,.---,-..,-.....,.---,-..,-....,--:-.,...,--and acknowledged to me that he executed the same 
for lhe purposes and conslderalion therein expressed, In lhe capacity Slated, and as Lhe act and deed of said corpora lion. 

Given under my hand and seal oromce this the _____ _;day or __________ ~ 19 __ • 

NolAI)' Public In and (or----------

STATE OF ___ TEXAS=~=<-------- (INDIVIDUAL ACKN0WLEDGMEm) 

COUNTY OF __ _,MID-==LAND=.=..------

Before me, the undersigned authority, on this day penonally appea.red ___ ,.c_l..,a;o,y~J..,..o ... hn.....,.so.,..n...._ ___________ _ 

known to me to be the pcnons whose names are subscribed to the roreaolng Instrument. and aelcnowledsed to me that they executed the same ror the purposes and 
consideration therein expressed. 

Given under my hand and seal or omce this the __ :..../ ..=5:....~---''""f m::l-~ "--=9-'8;..._ ___ 

M~'~ MONICA MARLOWE 
f:(..,A.;. * NOTARY PUBLIC NotaryPubllelnandfor (-<..Aq_,S 
\"'~?V... St<>te of Texas 
~,. Comm. Exp. l 0-30-99 

STATE OF'---~::~~~~~~~~~~~~ (INDIVIDUAL ACKNOWLEDGMEm) 

COUNTY OF ___________________ _ 

Defore me, the undenlsned authorhy, on lhls day penonally appeared _________________ _____ _ 

known to me to be Lhe pen ons whose names are subscribed to Lhe foregoing Instrument, and acknowledged to me !hat they executed the same for the purposes and 
consideration therein expressed. 

Given under my hand and seal oromce Lhls lhc _______ day or ______________ __. 19 ____ _ 

Notary Public In and for _________ _ 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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EXIII BIT "A" 

ATIACHED TO AND MADE A PART OF TI!AT CERTAIN OIL AND GAS LEASE DATED 
MAY 4, 1998, BY AND BETWEEN THE SECURITY STATE BANK OF PECOS, TRUSTEE, AS 
LESSORS, AND CLAY JOHNSON, AS LESSEE, AN D COVERING E/2 OF SECTION 2, BLOCK 58, 
PSL SURVEY, REEVES COUNTY, TEXAS 

If, at the expiration of the primary tem1 hereof, this lease is being held by production or a shut-in 
well pursuant to the tem1s hereof, or Lessee IS then engaged in operations on said land or on lands pooled 
therewith, or Lessee has completed a well as a dry hole or shall have commenced a well within 180 days 
prior to the expiration of the primary tem1 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 tem1 
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 tcnn hereof, whichever is the later date; and thereafter carry on 
the continuous drilling program until all prorntion 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 fai l to commence the continuous drilling program or subsequently default in the performance 
thereof, then in either event, this lease shall tcm1matc as to all lands covered hereby, save and except for the 
proration units surrounding each well then produc1ng, capable of producing or upon which operations are 
being conducted The tem1 "proration umt" as used 111 th1s paragraph means any acreage des1gnated as a 
drilling unit or production unit in accordance with the rules of the Railroad Comm1ssion of the State of 
Texas. Further, the term "commencement" shall mean that point in time when the pertinent well is spudded 
and the term "completion" shall mean the date upon wh1ch the initial potential test report is filed with the 
Rail road Commission of the State of Texas. 1f a productive well, or the date of filing the plugging report 
with the conm1ission, if a dry hole. Notwithstandmg the terminatiOn of th1s lease as to a portion of the 
lands covered hereby, Lessee shall nevertheless continue to have the nght of mgress to and egress from said 
land still subject to this lease for purposes descnbed 111 p:~ragraph I hereof, together with easements and 
nghts of way for roads, p1pclmes and other facilltiCS 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 rcta1ned lands. The sole 
liabi lity or penalty for the fa ilure of Lessee to drill any well or wells required or penni ned in this lease shall 
be the tennination or partial tem1ination of Lessee's nghts under the lease as provided above. 

In conducting such continuous drilling program, Lessee shall be entitled to accumulate and later use time, if 
any, saved between wells, beginning with the second well under this continuous drilling progran1. If one 
well is conm1enced sooner than 180 days after the completion of the last preceding well, the portion of the 
prescribed 180 day period not used may be carried forward and added to the period between subsequent 
wells 

----~~~--~----~----- -----
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Fll.E NO. 1604 . 
AllY PROVISION HEREIII YIHICH RESTRICTS TP.E S~lt REiltAl., 
OR U~E Of fHE OESCRIS!.ll 0 £;.1 ~FO:'t~i't·,·;~;. '"~Or C~~O~ 
(R II ArE IS IN d.UC ,IJD u~; ~t.<C·li:[ -:· (, t , 't~ , ' {· ~l ------
til-'· . • -

FILED FOR RECORD ON THE. _ __;QLtwhu._ _ ___ DAY OF June _ __;;;,...;;....;;;;....;_ ___ _____ A.D. 1998 AI 10: 23A M 

DULY .RECORDED. ON THE kth DAY OF· X /) - -- 1 _ ___,.J'-"u ... n..,e..._ _ ______ A. D. 1998 AT 2 : OOP M 

BY:f'/..t.Yl.Jhuz /'42 DEPUTY 
DIANNE 0 , FLOREZ , COUNTY CLERK 

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

The above and foregomg ls a Jull, true and corr!!Ct photographic copy of the 
ong1nal record now 1n my, lawful custody and pOSsess, on, as lhe ~ s 
flledlrecoldJlC!..!!l, the pubtlc reczdcOI my OHICe, round 1n VOL. d::L_';f 
PAGE o/_.L/l'HRU 4 ' 

........... J /1 J{'.J::) if: E ~>';.<+. I hereby cert1r1ed on ~ - - Z£._ 

t.: ~ 1t~ E' \l<S DIANNE 0. FlOREZ, COUNTY CLERK 

\fA..~. ~1 REEV~OUNTY,TEXAS 

~sv~_&jv 
DEPUTY 

REEVES COUNTY, TEXAS 

_, 
1.• 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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TrrAN REsoURcES. L.P. 

June II. 1998 

i\ lr. Drew Reid 
Texas General Land Office 

tephen F. A u tin Building 
1700 North Congress Avenue 
Au tin , Texas 78701 

Re: Relinquishment Act Oil and Gas Lea e 
The ecurity State Bank of Pecos, Tru tee 
Agent for the tate of Texa , Les or 
C lay John on, Les ee 
Reeyes County. Texas 
Paragon Pro peel 

Dear i\ lr. Reid : 

With reference to our previous conver ation pertaining to the captioned Oil and Ga Lease, enclosed plea c find 
the following for your fil es and further handling: 

l. Certified copy of Oil and Gas Lease dated May 4, 1998, between the tate ofTcxa , act ing by 
and through its Agent , The ecuri ty tate Bank of Pecos, said gent r eferred to a the owner 
of the oil, and Clay John on, Le ce. covering the E/4 of Section 2, Block 58, P L containing 
320.1 acre in Reeve ounty, Tcxa , which ha been duly filed and recorded in the Oil and Ga 
Lea e R ecords of Reeve ounty, T cx a . Titan Lease No. TX299-389-081-001-00. 

2. Titan Resources, L.P. C heck o. 1876 made payable to the order of ommi ioner of the 
General Land Office of the tate of Texas in the amount of 4,32 1.35, representing payment in 
full of1ease bonus consideration ( 1/2 due the tate ofTexas) for the above mentioned Oil and 
Ga Lease. 

3. Titan Rc ourcc , L .P. Check o. 1875 mad e payable to the order of Commi ioner of the 
General Land Office of the tate of Texas in the amount of 125.00. repre cnting the required 
processing and filin g fcc for handling thi ma tte r . 

Please advise this office of the assigned Mineral umber for the enclosed lease when it has been proce sed and 
duly fil ed in your r ecords. If additional information is required, please do not hesitate to contact the undersigned. 
T hank you for your continued cooperation and courtesy in this matte r. 

/gm/wb 
Enclosures 

~- i&b 
~· q (8/ 
vftt:,:..... - 0(10rf67/J 

Very truly yours, 

500 W. Texas • Suite 500 • Midland, Texas 79701 • Fax : (915) 687-3863 • Office: (915) 682-6612 



111/"\l'f ncvuunvcv, L. .r . • 

ACQUISIJI8~~tl/T~~~~ER OF T HE GENERAL LAND OI'FICE 

PARAGON #299:LeaSe Bonus Payment in full of the l/2 of lease bonus 
consideration due the State 
of Texas for Oil and Gas Lease dated 
05/04/98 from the tate of Texas by Agent, 
The Security State Bank of Pecos, Trustee. Lessors, 
in favor of Clay Johnson, Lessee. 
covering the E/2 of ection 2. 
Block 58, PSL, Reeves 
County. Texas. 

6/8/98 

980538?5 
Checking Lease Bonus 

TITAN RESOURCES, L.P. 

ACQUISIT~ER OF T HE GENERAL LAND OFFICE 

PARAGON #299: Lease Bonus 

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

•• • • • • . . . 
• 

l •• 
• • •••• 

Checking Lease Bonus 

Payment in full of the 1/2 of lease bonus 
consideration due the State 
of Texas fo r Oil and Gas Lease dated 
05/04/98 from the State of Texas by Agent, 
The Security State Bank of Pecos, Trustee, Lessors, 
in favor of Clay Johnson, Lessee . 
covering the E/2 of Section 2, 
Block 58. PSL. Reeves 
County, Texas. 

6/8/98 

001876 
4,321.35 

~10 

4.321 .35 

001876 
4.321.35 

4,321 .35 



ACQUISITJ8~tS{~i~m~~ER OF Ti lE GE ERAL; LAND OFFICE 

PARAGON #299:GLO Fi ling & Processing Fees Payment in full of the filing and 
processing fees due the tate 
of Texas for Oi l and Gas Lease dated 
05/04/98 from the State of Texas by Agent, 
The Security State Bank of Pecos. Trustee, Lessors. 
in favor of Clay Johnson. Lessee. 
covering the E/2 of ection 2. 
Block 58, PSL. ~eeves 

County. Texas. 

6/8/98 

Checking GLO Filing and Processing Fees 

98053824 
TITAN RESOURCES, L.P. 

ACQUISITI8t:lrSfK\M~~~~~ER OF TilE GE ERAL LA D OFFICE 

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

••• . . . . .. .... 
• • • •• • 

• 
•••• • •••• 

•• • • • •• 

l •• 
• • •••• 

Checking 

of Texas for Oil and Gas Lease dated 
05/04/98 from the State of Texas by Agent . 
The Security State Bank of Pecos, Trustee, Lessors, 
in favor of Clay Johnson, Lessee, 
covering the E/2 of ection 2 . 
Block 58, P L. Reeve s 
County, Texas. 

GLO Fi ling and Processing Fees 

6/8/98 

001875 
125.00 

170 

x 125.00 

001875 
125.00 

125.00 



p. 8£208° 
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TEXAS GENERAL LAND OFFICE 

GARRY MAURO 
COMMISSIONER :MEMORANDUM 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: 

County: 

Clay Johnson 

REEVES 

Section: 2 Block: 58 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3116 

Consideration 

Recommended: ":.t;;) 9/4/98 
Not Recommended: ___ _ 

Comments: 

Lease form 

Recommended: f!;yj b\.; (t. ~ 
Not Recommended: ----
Comments: 

Bonus/Acre 

Rental/ Acre 

DATE: 04-Aug-98 

Base File#: 121934 

Abstract: 3799 

$50.00 

$1.00 

Spencer Reid, Senior Deputy 

Recommended: ~ 
Not Recommended: 

Date: f/~qf 

----

G Date: - -----
Approved: --""'Jf-'-'---1--

Not Approved: ___ _ 



(i) 

~~~' ~f!~J:Jc.:..::;~L.L.b=--------
TO _ 

~~~~ ....;.-.¥ .... ..,~.-~-ff~~e:s:~':.:::::::::===== 



Texas General Land Office 
Garry Mauro, Commissioner 

August 14, 1998 

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

Re: RELINQUISHMENT ACT LEASE NO. M-100096 
E/2 of Sec. 2, Blk. 58, PSL 
Reeves County 

Dear Mr. Ready: 

Stephen F Austin Bu1ldmg 
1 700 Nonh Congress Avenue 
Austin. Texas 78701 -1495 
(512) 463-5001 

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 00096. Please refer to 
this number in all future correspondence concerning the lease. 

Your remittance of $4,446.35, 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. 

sj3~~~ 
Drew Reid 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

DR:MT:mrg 

/~<S .' # .2Cf?/ 

Pnnled on recycled paper wolh soyoean tnl< 



RAL REVIEW SHEET 

TriiiSOOtDI # 2481 L. Collier 

L8SSII': The Security State Bank of Pecos, T rustee 

~t: 

l.8as8 Data: 5/4/98 II: 0 

LBss88: Clay Johnson 

LIASE IISCRJIT10N 

COlllty 

REEVES 

TERMS OFfERED 

PitWrY T II'Dt 

Blois/ Aft 

Rill~ Acre: 

Roy~: 

COMPARISONS 

MF# 

Is years 

13/16 

l.osao8 

Tuesday,August04, 1998 

Base Flo No Part 
121934 E/2 'J'JC,f 

Acros: 320.1 

Sac. lllodt Twp StrVBY 
2 58 00 PUBLIC SCHOOL LAND 

Abst# 
3799 

TERMS RECOMMENIID 

PitWrY T 11'111 Is years 

$so.oo 1 Blnls/Ain $50.00 

$1.oo 1 Rlllta/Ain $1 .00 

Roy~ 13/16 

Data Torm Boous/Ac. Rlllta/Ac. Roy~ llstml:e 

I I I II Lastloasa 

I I I II 

I I I II 
I I I II 
I I I II 



&J 
I~M !§ti!f 
ro :::----------
FROM t-; ~ ___, 
DATE f/f/i<f_ 
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ACQUISI"Q~gsroNGR OF TllE GENERAL LAND OFFICE 11127"00 

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 

Checking 

Lease dated October 13,2000, by and between The State 
of Texas by Agent John Forrest Griffin, Individually and 
as Co-Trustees of the Bush/Griffin Living Trust and John 
W. Bush. individually and as Co-Trustee of the Bush/Griffin 
Living Trust. Lessor, and Clay Johnson. Lessee, covering the 
E/2 of Section 2. Block 58, Public School Land Survey, 
Reeves County, Texas. 

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

Lease Bonus Consideration 

PURE RESOURCES, L P. v 
ACQUISI~KIJ«ER OF THE GENERAL LAND OFFICE 11127f00 

PARAGON #299:Lease Bonus Payment in full of I ease bonus consideration due the 

Checking 

State ofTexas for ecution of Paid-Up Oil and Gas 
r 13, 2000, by and between The State 

ofTexas by A nt John Forrest Griffin. Individually and 
as Co-Trust s of the Bush/Griffin Living Trust and John 
W. Bush. ndividually and as Co-Trustee of the Bush Griflin 
Living Trust. Lessor. and Clay Johnson. Lessee, covering the 
El2 ofSeetion 2. 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.) 

Lea~e BoQUS Comiidcra~n 
• • • • • • • • 

••• • • • •• • 

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

• 

004879 
6.321.98 

6.321 .98 

004879 
6,321 .98 

X •. 321.98 



....... ·-. ·--- ..... . ·---, ....... 
ACOUISITIO~Qfl.fiS!QOOER OF THE GENERAL LAND OFFICE 11/27/00 

PARAGON #299:GLO Filing Fee 

Checking Filing Fees 

PURERESOURCES, LP. 

Fi ling fee due the State of Texas for Paid-Up Oil and Gas 
Lease dated October 13, 2000, by and between 
The State of Texas by John Forrest Griffin. Individually and 
as Co-Trustees of the Bush/Griffin Living Trust and John W. 
Bush, Individually and as Co-Trustee of the Bush/Griffin Living 
Trust, Lessor. and Clay Johnson. Lessee, covering the 
E/2 of Section 2. Block 58, Public School Land Survey, 
Reeves County, Texas. 

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

ACOUISITIO~mffiS&l~liER OF THE GENERAL LAND OFFIC 11/27(00 

PARAGON #299:GLO Filing Fee 

Checking Filireg Fee• • • • . • • • • • • • 
~ • • • • • • • . 

• • 

• • • . 
. 

• • • • 

· ·ng fee due the State of Texas for Paid-Up Oil and Gas 
Lease dated October 13, 2000, by and between 
The State of Texas by John Forrest Griffin, Individually and 
as Co-Tnastces of the Bush/Griffin Living Trust and John W. 
Bush, Individually and as Co-Trustee of the Bush/Griffin Living 
Trust. Lessor. and Clay Johnson, Lessee. covering the 
E/2 ofSeetion 2, Block 58, Public School Land Survey, 
Reeves County. Texas. 

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

••• ••• 
• • • • • 

• . • •• • • ••• • • 

004889 
25.00 

25.00 

004889 
25.00 

I ~ \ 

X 25.00 



•••• • • •••• 
•••• • • •••• 
• 

•••• • • •••• 
•• •• • • • • • 

• 
• •••••• • • 
• •••••• • • 

~ .: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 October 13, 2000 by and between The 
State of Texas by Agent John Forrest Griffin, Individually and as Co-Trustee of the 
Bush/Griffin Livin Tru t and John W. Bush, Individually and as Co-Trustee of the 
Bush/Gri iving Trust, Lessor, an Johnson, Lessee, covering, the E/2 of 
Section B u •c chool Land urve Reeves Coun Texas. 

on Prospect No. 299 (Mcllvain Prospec o. 681) 
Mineral File No. 100096 

Dear Mr. Reid: 

With reference to our previous conversations pertain in~ 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 October 13, 2000, between the State 
of Texas, acting by and through its Agent, John Forrest Griffin, Individually 
and as Co-Trustees of the Bush/Griffin Living Trust and John W. Bush, 
Individually and as Co-Trustees of the Bush/Griffin Living Trust, Lessor, and 
Clay Johnson, Lessee, covering the captioned lands in Reeves County, Texas, 
which has been duly filed under Clerk's File No.002743 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. 4879 made payable to the order of 
Commissioner of the General Land Office of the State of Texas in the amount 
of $6,321.98, representing payment in full of lease bonus consideration (112 due 
the State of Texas) for the above mentioned Oil and Gas Lease. 

Pure Resources, L.P. Check No. 4889 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 915-49S-a600 fax 915-49S-2675 web IINNI 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 14, 1999, under Mineral File No. M-100096. 

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

WJB/dw 
Enclosures 

Very truly yours, 

~~ 
~~b~~e~:V 

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

BY ________________________ __ 

Drew Reid 
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Genual Land Office 
Relinquishmnt Act Lease For m 
Revised, Septembtr 1997 

PAID- UP 

OIL ND GAS LEASE 

TIDS AGREEMENT is made and entered into this 1 3 day of Oct. lX2 0 0 Obcrwecn the State of Texas, acting by and thr91,!gh its 
~ep~ John Forrest Griffin, Ind~dually and as-cQ-Trustee of the BushtGriff;n 
L1v1ng Trust and John W. Bush, !nd1v1dually and as Co T rustee of the Bush7 
G ri ff in Li v ing- Trustf 7 53 4 T d C j ty Beach R d •• Baytown , Texa s 77520 saidagent 

(Give Permanent Address) 
herein referred to as the owner of the soil (whether one or more), and __ ~C;.;l.,_a~v~.::J:...::o~h:,:nc.:..:;:s~o;:..:n:..:....-=~,.,.----,.,...-,..-------

203 w. Wall , Su1te 800 ~ 
Midland . Texas 79701 

(Give Permanent Address) 
hereinafter called Lessee. 

I. GRANTING CLAUSE. For and in consideration of the amounts staled below and of the covenants and agreements to be paid, kept and performed by 
Lessee under this lease, the State of Texas acting by and through the owner of the soil. hereby grants, leases and lets unto Lessee, for the sole and onl y purpose of 
prospecting and drilling for and producing oil and gas. laying pipe lines. building tanks, storing oil and building power stations. telephone lines and other slructurcs 
thereon. to produce, save, take care of, treat and transport said products of the lease. the following lands situated in Reeves County, State 
ofTcxas, to-wit: 

The E/2 of Section 2, Block 58, Public School Land Survey 

containing, __ .,.3c.o2""0u...-~1,L__acres. more or less. The bonus consideration paid for this lease is as follows: 

TotheStateofTcxas: Six Thousand Three Hundred Twenty-one and 98/ 1 00-----­

Dollars (S _ --=-...L...::.:..=...:......:o'--"-=-----') 

To the owner of the soil : Six Thousand Three Hundred Twenty- o ne and 98/1 00---­
Dollars (S._~6-~.,-=3c..:2::....1:.........;. 9:::..8~---' 

Totalbonusconsideration: Twelve Thousand Six Hundred Forty-three and 96/100 
Dollars (S 1 2 , 6 4 3 • 9 6 ) 

The total bonus consideration paid represents a bonus of Seventy-nine and No/ 1 0 0- ---- - ---------------
------- --------Dollars (S I 9 • 0 0 ) per acre. on 1 6 0 • 0 Snet acres 

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

~see Exhibit "A" attached for _Pd- Up Delay Re~tal Provision shown as 40. 

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 specified below; in addition. Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL L 
TEXAS, AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this paragraph shall operate as a rcn shall cover the privilege of deferring 
the commencement of a well for one (I) year from said date. Payments under this paragraph shall be in the folio · 

To the owner of the soil : _______ _______ _ ~.e::::::.---------------------
Dollars (S. _____________ -:::;;<"".c::::... ____ .J 

TothcStateofTexas: __________ ~~~--------------------------------------------
Dollars (S ___ _ ___ _ '7""'..::::_ ________ _, 

Total Rcntal :~~-----~~~------------~------------------
Dollars (S _____ '7-"c:::::....----- -----------' 

In a like manner and upon like paymcn tenders annually, the commencement of a well may be further deferred for successive periods of one (I) year each during 
the primary term All paymcn enders of rental to the owner of the soil may be made by check or sight draft of Lessee. or any assignee of this lease, and may be 
delivered on or before ental paying date. If the bank des ignated in th1s paragraph (or its successor bank) should cease to cxisL suspend business, liquidate, fail or 
be succeeded other bank, or for any reason fail or refuse to accept rental. Lessee shall not be held in default for failure to make such payments or tenders of 

thirty (30) days after the owner of the soil shall deliver to Lessee a proper recordable instrument naming another bank as agent to receive such payments 

0 
True and COirect •••••• 

copy of • • • • • • . . • • • • • • . . • • • • • 
r 'Jin 11 fr cd tn • • • • • • • • • •• •• • • • • • • • • • 

fee • • • • • ••• unty • • 
Clorl~s Otfice 
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4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas. Lessee agrees to pay or cause to be paid one-half (lfl) of the royalty 
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin. Texas. and one-half(lfl) of such royalty to the owner of 
the soil : 

(A) OIL. Royalty payable on oil. which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as all 
condensate. distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided. shall be 

3/1 6 part of the gross production or the market value thereof. at the option of the owner of the soil or the Commissioner of the 
General Land Office, such value to be determined by I) the highest posted price, plus premium, if .. ny, oiTc:teJ vi l'";d lv1 u;i, wnuclo>"'"· Jistillate. or othe-r liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the 
general area where produced and when run. or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the 
leased premises is sold. used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional type. or 
other equipment at least as e fficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recovered. The requirement that such gas be run 
through a separator or o ther equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined 
as oil in subparagraph (A) above, produced from any well on said lanp (except as provided herein with respect to gas processed in a plant for the extraction of 
gasoline, liquid hydrocarbons or o ther products) shall be 3/1 6 part of the gross production or the market value thereof. at the option of the 
owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered fo r gas of comparable quality in 
the general area where produced and when run. o r the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base 
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute. and the standard base temperature shall be sixty (60) 
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the 
most approved method of testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be 3/1 6 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the 
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas anributable to gas produced from this lease. and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the 
total plant production of liquid hydrocarbons artributable to the gas produced from this lease; provided that if liquid hydrocarbons arc recovered from gas processed 
in a plant in which Lessee (or its parent, subsidiary o r affiliate} owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) o r 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third 
party. the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas 
and on liquid hydrocarbons shal l be determined by I) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the 
general area_ o r 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), 
whichever is the greater. In no event. however. shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not 
been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from 'l.._as;excepting liquid hydrocarbons) 
whether said gas be "casinghead," "dry," or any other gas, by fractionating, burning or any other processing shall be 3 1 6 pan of the 
gross production of such products. or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such market 
value to be determined as follows: I) on the basis of the highest market price of each product for the same month in which such product is produced. or 2) on the 
basis of the average gross sale price of each product fo r the same month in which such products are produced; whichever is the greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is mamtained by production. the royalties 
paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise. there shall be due and payable on or 
before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the 
preceding year. If Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of this paragraph. the delay rental amount shall be one 
dollar (S 1.00) per acre. 

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

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

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

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at Ausun, 
Texas, in the following manner; 

Payment of royalty on production of oil and gas shal l be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due 
and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production. and royalty on gas is due and 
must be received in the General Land Office on or before the I 5th day of the second month succeeding the month of production. accompanied by the affidavit of the 
owner. manager or other authori:zed agent.. completed m the form and manner prescribed by the General Land Office and showmg the gross amount and disposiuon of 
all oii and gas produced and the market value of the oil and gas, together with a copy of all documents. records or reports confirmmg the gross production, disposttion 

Tru""" 1 • • • ·:· ·:· 
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and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines. tanks, 
or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and 
market va.lue. 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 reminance advice showing by the assigned General Land Office lease number the amount of royalty being 
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due. then Lessee owes a penalty of 5% on the royalty or 
S25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or S25.00 whichever is greater. 
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year: such interest will begin accruing when the royalty is sixty (60) days overdue . 
.Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is 
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as 
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate tO prohibit the State's right of forfeiture as provided by Jaw 
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of 
the royalty or to that portion of the royalty in dispute as to fair market value. 

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

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (S) days before spud date, workover. re-entry, temporary abandonment or plug and abandonment of any well or wells. Such 
written notice to the General Land Office shall include copies of Railroad Commission forms fo r application to drill. Copies of well tests, completion reports and 
plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or 
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other governmental 
agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of 
identifying wells, tank batteries or other associated improvements tO 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-<lescribed premises, which may be 
requested by the General Land Office, in addition tO those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on 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 uue copy of 
the log of each survey on each well to the General Land Office within fifteen (1 5) 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 Office administrative rule whach is effective on the date when the materials were due in the General 
Land Office. 

11 . DRY HOLEICESSA TION OF PRODUCTION DURJNG PRIMARY TERM. If. during the primary term hereof and prior to discovery and production 
of oil or gas on said land, Lessee should drill a dry hole or holes thereon. or if during the primary term hereof and after the discovery and actual production of oil or 
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from 
date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next 
annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within siXty (60) days prior thereto. a dry hole be 
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without 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 maintaan 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 paymenL 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. DRILLfNG AND REWORKlNG 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 fo rce so long as operations on said well or for 
drilling or reworking of any additional well are prosecuted in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days during 
any one such operation. and if they result in the production of oil and/or gas. so long thereafter as oil and/or gas is produced in paying quantities from said land, or 
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

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

14. SHUT -fN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease thaL until being shut in, was being maintained in 
force and effccL a well capable of producing oil or gas in paying quantiues is located on the leased premises, but oil or gas is not being produced for lack of 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 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 rental amount sha.IJ be one dollar (S 1.00} per acre. To be effective. each initial shut-in oil or gas royal{) 
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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 o il 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 shal l 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 producuon facilities or suitable market for the o il 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 ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and 
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any 
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease. but the lease shall remain effective 
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory 
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producang 
reservoir and within one thousand ( 1.000) fee t of the leased premises. The compensatory royalty is to be paid monthly, one-hal f ( 112) to the Commissioner of the 
General Land Office and one-half(l/2) to the owner of the soil , beginning on or before the last day of the month following the month in which the oil or gas is 
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand ( 1.000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in 
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset 
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's wrinen approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. 

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or 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 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 fo r 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 portion of the lands covered hereby. Lessee shall nevertheless continue to have the right of 
ingress to and egress from the lands st ill subject to this lease for all purposes described in Paragraph I hereof, together with easements and rights-<>f-way for existing 
roads, existing pipelines and other existing facilities on. over and across all the lands described in Paragraph I hereof("the retained lands"), for access to and from the 
retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

(B) HORlZONT AL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further 
terminate as to all depths below I 00 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in Paragraph 16 (A) 
above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half(l/2) of the bonus originally paid as 
consideration for this lease (as specified on page I hereof). If such amount is paid, this lease shal l be in force and effect as to such deeper depths. and said 
termination 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) !DENT! FICA TION AND FlUNG. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with 
the well located in the center thereof, or such other shape as may be approved by the Commassioner of the General Land Office. Within thirty (30) days after partial 
terminauon of this lease as provided herein. Lessee shall execute and record a release or 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 fail s 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 counry 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 rel ieve Lessee of his obligation to protect 
the oil and gas under the above-described land from being drained. Lessee, sublessee. receiver or other agent in contrOl of the leased premises shall drill as many 
wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
addition. if oil and/or gas should be produced in commercial quantities within 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 
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the starutory 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 premises by reason of war, rebellion, riots. strikes, acts of God, or 
any valid order, rule or regulation of government authoriry. 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 shal l 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 o rder to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or producuon of oil 
or gas. 
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19. WARRANTY CLAUSE. The owner of the soil warrantS 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 lea.sed premises by paying any mortgage. taXes or other liens 
on the lea.sed 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 royal ties due the owner of the soil. 

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

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

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 waterllood operations 
without the prior consent of the owner of the soil. 

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

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

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

25 . POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing, pollution of coastal wetlands. natural waterways. rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent 
spillage, seepage or ground water contatnination. In the event of pollution, Lessee shall use all means at itS disposal to recapture all escaped hydrocarbons or other 
pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and maintain fences around itS slush. sump, and dramage pitS 
and tank baneries so as to protect livestock aga.instloss. 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 lea.sed premises, keep said 
premises free of all rubbish. cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near itS ongi nal 
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 terminauon 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 wrinen notice to the Commissioner of the General 
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures. or casmg which are not timely removed by Lessee 
under the temtS 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 a.ssigned, 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, dimimsh the rightS, privileges 
and estates of Lessee. impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Lessee with satisfactory wrinen evidence of the change in ownership, including the original recorded munimentS of title (or a 
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall. to the extent of the interest 
assigned, relieve and discharge Lessee of all subsequent 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 renta.l shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a 
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rightS and be subject to all obligations. liabilities, and penalties owed to the State by the original lessee or any 
prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMIT A TlON. 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 asstgnee is· 

(I) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; 
(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 the soil; including but not limited to a guardian, trUStee, executor, administrator. receiver. or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the owner of the soil 
and place of record a release or releases covering any portion o r portions of the leased premises. and thereby surrender this lease as to such portion or portaons. 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 ac.:rued under this le.J.Se pnur to tne surrenaer ot such acreage. -

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

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument. including the 
statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. 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 . FIDUClAR Y DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's interest in the leased 
premises. When the interests of the owner of the soil conflict with those of the State. the owner of the soil is obligated to put the State's interests before his personal 
intereStS. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized 
agent should knowingly make any false rerum or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner 
required by law or fail to compl y 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 forfeiture by the Commissioner, and he shal l 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 reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future 
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136. the State shall have a first lien upon all oil and gas produced from the area covered 
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the 
State. in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security 
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals. whether such 
proceeds are held by Lessee or by a third party. and all fixtures on and improvements to the leased premises used in connection with the production or processing of 
such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or 
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be 
foreclosed with or without 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, artach or perfect this lien. Lessee hereby 
represents that there are no prior or superior liens arising from and relaung to Lessee's activities upon the above-described property or from Lessee's acquisition of 
this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. 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 oi l 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 anterest of the State under this lease pursuant to Texas Natural Resources 
Code 52.15 1-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural 
Resources Code 52.1 52. 

35. JNDEMNlTY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil. their officers, employees. partners. agents. 
contractors, subcontractors. guests, invitees, and their respective successors and assigns. of and from all and any actions and causes of action of every nature. or other 
harm. including environmental harm. for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the 
activities of lessee. its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises 
hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the 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. o r other harm for which recovery of damages is sought, under any theory including tort. contract. or strict liability, including anomeys' fees and 
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all 
environmental laws; those arising from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from 
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement or any other act o r om is~ ion of Lessee, its directors, officers. employees, partners, agents. contractors. subcontractors, guests, invitees, and their respective 
successors and assigns Ea.ch assignee of this Agreement. or an interestthercan. 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 provaded 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 INDE!\-INITY OBLIGATIO S 
A D\OR LlABIUTIES ASS MED , ' DER TiiE TERMS OFTii lS AGREEME :-r HALL BE WITHOUT Lll\IITS A.'ID WITHOUT REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIO S), TRlCf UABIUTY, O R TiiE NEGLIGE CE OF ANY PARTY 
OR PARTIES (INCLUDI G THE NEGLIGE CE OF T HE INDEMNI FIED PARTY). WIIETiiER SUCH EGLIGENCE BE SOLE. JOINT, 
CO CURREt T, ACffVE, OR PAS TVE. 
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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, including soil, surface waters, groundwater, sediments. and surface or subsurface strata. ambient air or any other environmental medium 
in, on, or under, the leased premises, by any waste, pollutant. or contaminant Lessee shall not bring or permit to remain on the leased premises any asbestos 
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, e t seq.), or toxic 
substances under any federal, state, or local law or regulation \ Hazardous Materials"), except ordinary products commonly used in connection with oil and gas 
exploration and development operations and stored in the usual manner and quantities. LESSE E'S VIOLATION OF TH E FOREGOING PROHIBITION 
SHALL CONSTITUrE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HAR.\1LESS AND 
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAI"NST ANY CLAIMS, DAMAGES, J UDGMENTS. P ENAL TIES, 
LlABlLITIES, AND COSTS (INCLUDING REASO ABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (l) A 
VIOLATION OF THE FOREGOING PROiflBITION OR (Il) THE PRESENCE. RELEASE, OR DISPOSAL OF ANY HAZARDO US MATERIALS ON, 
UNDER. OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CO!'ITROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUNDWATER CONT AMINA TIO AND DAMAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDO US l't1A TERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS 
INDEMNlFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LlABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTIIER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDlA TEL Y GIVE THE STATE O F 
TEXAS AND THE OWNER OF THE SOIL WRfiTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPO 
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT TilE LEASED PREMISES. THE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLI ER T ERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly known as the 
Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these statutes, the statutes will 
prevail over any nonconfo rming 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 filing requirements found in Pa.ro.gmph 39 of this lease have been satisfied. the effective date of this lease shall 
be the date found on Page I. 

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

~tl£:!!~n 
TITLE: _________ ____ _ 

DATE:_//...:....f-_/G_~_'ZJ ___ _ _ _ 

* See Exhibit " A" 
STATE OF TEXAS 

attached for signatures and Acknowledgments . 

BY: ____ _ _ _ _ _______________ __ 

Individually and as agent fo r the State of Texas 

Date: _________________________________ _ 

STATE OF TEXAS 

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

Date: _________________________________ _ 

I 

1 

STATE OF TEXAS 

BY:-:-:-----:7---:-----::--:--::----=,.-----­
Individually and as agent for the State of Texas 

Date: _ __________________ -:--------------

STATE OF TEXAS 

BY:-:-:--::--:--- -:--:--:-- --:-::,-----­
Individual ly and as agent for the State of Texas 

Date: _________________________________ _ 

v 

• • • • • • • • 
• • • • • • • 

al~din • • • • • • • • . • • • • . • • • • • • •• .;us Cour • • • • 
rl<" Of 

••• ... • • • . 
• • •• • • . • 



STATE OF ___________________ __ (CORPORATION ACKNOWLEDGMENl) 

COUNTY OF ___________________ _ 

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

known 10 me 10 be the person whose name is subscribed 10 the foregoing instrument. as _ __ ~ __ _ --------------------of 

-:--:-------:---::-:---:--:-:--:-----:-:---:----:---:----:--:--:----:---::--:-:---·and acknowledged to me that he executed lhc same 
for lhe purposes and consideration !herein expressed. in lhc capacity stated. and as lhc act and deed of said corporation. 

Given under my hand and seal of office lhis lhe _______ day of ___________ _. 19 ____ . 

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

STATE OF ____________________ _ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF _________________ _ 

BEFORE ME, lhe undersigned aulhority, on !his day personally appeared. _________________________ _ 

lcnown 10 me 10 be lhe person whose name is subscribed 10 lhe foregoing instrument. as. ______________________ of 

--------------------------------------and~lcnowkdgedlOmelhatheex"utedlhe same 
for lhe purposes and consideration !herein expressed, in lhe capacity stated, and as lhe act and deed o f said corporation. 

Given under my hand and seal of office lhis the ________ day of __________________ --' 19 ____ . 

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

STATE OF ___ T_E_X_A_S ____ ___ _ (INDMDUAL ACKNOWLEDGMENT) 

COUNTY OF _ ____.:.M.:..:I::..:D:....:L:::.:A:..:..N::.:..D::;__ ___ _ 

Before me, lhe undersigned aulhority, on !his day personally appearcd. ____ C_l_a_y __ J_o_h_n_s_o_n ____________ _ 

lcnown to me to be lhe persons whose names are subscribed to lhe foregoing instrument. and acknowledged to me !hat !hey executed lhe same for lhe purposes and 
consideration !herein expressed. 

Given under my hand and seal of office lhis lhe____._/--=~=-f_-~ _ __ day of_'-ill_;_N...:....;?=-~u..l_,..==~if-~"-=L{J-------'' )9 Z-QO G . 

M.K BRASUEL 
MY COMMISSION EXPIRES 

Oc1cber 19, 2004 

COUNTY OF ____________________ ___ 

Notary Publ ic in and for f'2.__JC{J{: 

(INDIVIDUAL ACKNOWLEDGMENT) 

Before me, lhe undersigned aulhority, on !his day personally appeared. _______ _________________ _ _ 

lcnown to me to be lhe persons whose names are subscribed to lhe foregoing instrument, and acknowledged 10 me that they executed the same for the purposes and 
consideralion therein expressed. 

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

Notary Public in and for __________ _ 

e 
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EXHffiiT "A" 

ATIACIIED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED OCTOBER 13,2000, BY AND 
BETWEEN JOHN FORREST GRJFFIN, INDIVIDUALLY AND AS CO-TRUTEE OF THE BUSH/GRIFFIN LI VING TRUST 
AND JOHN W. BUSH, INDIVfDUALL Y AND AS CO-TRUSTEE OF TH E BUSH/GRlFFIN LIVING TRUST, LESSOR, 
AND CLAY JOHNSON, AS LESSEE, AND COVERlNG TilE E/2 OF SECTION 2, BLOCK 58, PSL SURVEY, REEVES 
COUNTY, TEXAS. 

40. Notwithstanding anything to the contrary contained in Paragraph Three (3) of this Lease, for all purposes 
this lease shall be a fully Paid-Up Oil & Gas Lease. Delay Rentals have been paid in full with the Bonus 
Consideration tendered herein. Delay Rental payment was based on a $1 .00 per net mineral acre per year for 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. 

STATE OF TEXAS 

BY: __ ~~~----~--~~~~------­
Indivi ually and as agent for e tate of Texas 
Joh Forrest Griffin, Individually and as 
Co-Trustee of the Bush/Griffin Living Trust 

Date:_--+/ _,_/ _- -~~---_0_{)::...._ __ _ 

Tax 10 # 76-6150753 

By :~'1=:=:~~---:--'(L.!::...!:._~~;----:: __ _ 
In . vidually and as agent for the State of Texas 
Jo n W. Bush, Individually and as Co­
Trustee of the Bush/Griffin Living Trust 

Date:_ /___,;0 _ - .c_)_t/_--_0~........:[/ _ _ 

STATE~ 
ACKNOWLEDGMENT 

COUNTYO W-0 
BEFORE ME, the undersigned authority, on this day personally appeared John Forest Griffin , Individually and as 
Co-Trustee of the Bush/G riffin Living Trust known to me to be the person whose names are subject to the foregoing 
instrument, and acknowledged to me that tl1ey executed the same for the purposes and consideration therein 
expressed. 

1 
M 

Given under my hand and seal of office this the~ "d;.y of_,,_ -fb'-Jl"---'----,· 

C rre ... 

lty 
Li I ., (J IC 

@ KAREN SKILLERN 
MY COMMISSION EXPIRES 

MARCH 3, 2004 

• • 
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STATEOF ~ 
COUNTY OF l S, 

BEFORE ME, the unders igttt:d authvrity, on :his du.y pCiSO:o::~ !ly :::ppeared-J ohn W. Bush, Ind ividually and as Co­
Trustee of the Bush/Griffin Living Trust known to me to be the person whose names are subject to the foregoing 
instrument, and acknowledged to me that they executed the same for the purposes and consideration therein 

expressed. \/1 L?. 

Given under my hand and seal of office this the Ll{'~ , 2000. 

Notary Public in and f~~ 
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