
# LeaseDate Acres Status 
----------- -------- -------

A Aug 14 1998 524 .8 0 ACTIVE 
B Aug 14 1998 262.40 ACTIVE 
c Aug 14 1998 230.40 ACTIVE 
D Aug 14 1998 262.40 ACTIVE 

STATE LEASE MF100170 

CONTROL BASEFILE COUNTY 

07-22811 139458 CULBERSON /0 55 
07-22820 139459 - CULBERSON /0 55 

SURVEY 
BLOCK 
TOWNSHIP 
SECTION/ TRACT: 
PART 
ACRES 
DEPTH LIMITS 

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

PUBLIC SCHOOL LAND 
53 
00 
29;'3Z-. 

1280 . 00 
NO 

JOHNSON I CLAY 
Aug 14 1998 
5 yrs 
0.00 
0.00 
0.1875 0000 

0 

0 

1 

7 
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, ' Gcacnl Laud Omce 
Rellaquisluuat Act Lu.sc Form 
RC'Yiscd. Scptcm~r 1997. 

PAID UP 

on. AND GAS LEASE 

TinS AGREEMENT is made md c:n!J::red into this~clay of Augu~t 19~ bctwccs the Stue ofTc::as.ldin& by md through its 
~~~ Rita Reed George, dealing 1n her soie ana-se parate orooertv 
_______________________ .or p . o . Box 310. Bastrop ... TX 78602 = 
-------------------------------------------------~d~ca (Give Pc:rma:ncnt Addles) 
berein referred to as the owner of the soil (whctbc:r one or more), 3Jld, ___ ...JC~l~a~y....,_,_.~J~o~h.~.n......,.s~o~n..__-:::---:-~--:::--c=-=------

2 0 3 w . . Wa 1 1 • s n i t e 8 0 0 or 
Midlan d. TX 79701 

(Give Pc:z:m..ancru Address) 

I. GJUNriNG CLAUSE. For and in consider.ttion of the UDOunts 5t3l.cd below md of the covenants :md agr=cnts to be paid. kept and pcrforu:ed by 
Lessee under this lease. the Stale ofTc:us artin& by and through the owner of the soil hereby p2ntt, leases and lets unto L=, for the sole :and only plllpOSc of 
prospcc;tinc and dnlling for and produci:Jl& oil and l:lS. laying pipe lines. buildin& tmlcs, SZDriD& oil md ouildio& power stations, tdq~boae lines and othc:r muauces 
thereon, to produce.,~ take c:II'C o~ 1re:1t and tnnsport sajd prc>du~ of the lease. the foUowin& W:!ds situ:llcd in Culberson County, s~a~e 
ofTcxas. to-wit: 

Block 53, Public School Land Survey 

Section 29: All 
Section 32: All 

containing 1 1 2 8 0 IICI'e$, more or less. The bonus consider:uion paid for this lase is as follows: 

To the State ofT ==--F~o~Uo.u.,r..,~t~e~e ... n~....~T .... hi.J.J,oo~J,...l s"'-"aun.....,.d'---'Ou..~..Du;P:;_.J,H.L.Jlu.l,~.;Du.d.u..r..~:e:..d..__~S,, .... · ,...x_,t.y~::..Jnu.....Li-~.nJ.Jpo:,__.a;L.Un.J,d..._ .... 6u.0~/_,1_,0 ........ 0c___ 
Doll:1n (S 1 4 . 1 6 9 6 0 ) 

Totheowna ofthe soil: Fourteen Thousand One Hundred Sixty-nine and 60 / 100 
Doll us (S 1 4 I 1 6 9 I 6 0 ) 

Total bonus considc:ra.Lion: Twen t y-e igh t Thousand ·Three Hundred Thi rt y-n ine & 20/100 
Doll us (S 2 8 , 3 3 9 I 2 a ) 

The. toR bonus consideration paid repr=ts a bonus of Fifty-fou r and No /100------------------
• • • Dollars (S 54 0 0 ) per = · oo 5 2 4 . 8 net =-. .. . . . ( ) • • • :2. TE.-=L\1. Subject to the other prov isions in this leJSC.. this Jc= sh3.11 be for a term of Fl. ve 5 yearS from this W: 

(he~in t:l!led 'prirnJry term") and :u long thcn:mer 3S o il Jnd gas. or either of!bcm, is produc:d in paying quantities from said land. 
As us1d in Ibis lnse, the tcm1 'produc:d in payin& quantities' mc=s that the rec:ipts from !be sale or o ther :wthoriz.ed commer-cial usc of the subSQllc:(s) covcr:d 
C:.."tt'•!4 Mtoaf pocket opcr.uional expenses fer the six m.onths last past. 

*See·~xbibit "A" attached for Pd-Up Delay Rental Provision sbovn as Paragraph 

·~~~------~~~------------------~----~~~~--~--~~--~----~------~5~ a.r_ • • • • or iu su=ors (which shall c:cntinuc :u !be depository ~gard.Jcss of c:..'langc:s in the ownc:rship of 
said :nl,, ~e amount specified below; ition, L=ce shall pay or t.cndcr to the COMMISSIONE.., OF nrE GE-lERAL LAND ·OFFICE OF 1HE STATE OF 
TEXA.S4 ~r~uSTIN, TEXAS, a like sum oo or said date. Paymc:~u under this pangnph shall opcr.uc iU a re:ual and shall cover the privilege o f defc:ring 
the ~:,menf:mcnt of a we: II for one (I) ye:Jt from ~d Payments under this pan graph shall 1:-c in the following aroounu: 

To the owner of the soil: _________ __;::::-...::---------:-------------------
Collars (S~-------------=:::.~=-------.J 

Tothe Statc ofTe~------------------~~~--~----------------------
Dollars (S-----------------~""'t::::--J 

Tota!Renw:~:---------------------------7~~---------------------­
Dollars (5·-----------------------' 

In alike manner and upon like payments or tendc:n 31\llually, the commencement of ;a well m:~.y be !'urthe~ deferred fo r suc::essiv 'ods of one (I) yeu c:JC~ durin: 
the primary term. All pa yments or tende!'l o fr:nt.al to the: owner of the soil m:~.y be nude by check or sight dr.ift of Lessee, or any assign _ this Je:ue, and may .be 
deli vered on or before the rent.al paying lUte. lfthe ba.nlc dcsignat.cd in this p:Jt'lgl'Jph (or its successor bank) should c::ue to exist, suspend bust liquida.te. fail or 
be succ:edc:l l>y another bank. or for 3.liY re::uon fail or refuse to :~.c::pt renul, Lessee sb~J cot be held in def:wlt fo r fa.ilure to malce such i'ayment.s or rs of 

• • • ; - • 0 0 



(A~ OIL. Royalty pzya.ble on o il, which is &fined as including: all hydrocarbons produced in a liquid form at the mouth of the well and also as all 
condensaLc, d1stlatc:, and other liquid hydrocarbons reC<Jven:d from oil or gas run throu&h a separ.uor or other equipm=t, as hereinatk: provided. shall be 

3 I 15 part of the gross production or the ma:Xet value thaeot; at the option of the owner of the soil or the Commissioncr of the 
General Land 0~. such value to be determined by 1) the ltigb.e:st posted pri~ plus premium, if iUl)', offered or paid for oil, condensate, cllstillate, or other liquid 
hydrocarbons. ~vely, of a like type and gravity in the gcnaal area where produc:d and when run, or 2) the highest market pric: thereof offtrn'i or paid in the 
ge."'cn.l area_ wh':" :>roduc:d and when nm, or 3) the gross proce:ds of the sale thereof; which~ is the gre;uer. ~= ag:re-...s that befCl'e my gas produc:d &om the 
l=d P":auses &sold, used or pCO<XSSed in a plant. it will be run free of cost to the royalty ownen through iUl adequa.t:: oil and gas se;r.uator of conventional type, or 
othcr equ1pmeru:llleast as efficient, so that all liquid hydrO<::Il'bons =verable from the gas by such me=s will be rc-...ovcred. Tbe requircDent that such gas be run 
through a 5epa.r.llllr or o~ equipment m.ay be waived in writing by the royalty ownc:rs upon suc!l terms and conditions as they prescribe:. 

(B) NON PROCESSED GAS. Royalty on any~ ("mcludmg tlared g!S), wbic!l is defined as all hydroearllon.s and gaseous substances oot defined 
as oil in subpacap;ph (A) above, ~d &om any well on said land (except as provided hacin with respect tD gas proc::sscd in a plant for the a:raction of 
&350line, liquid q,iroc.arbons or other products) shall be 3/16 part of the gross produc<Jon or the ma.rlcet value thereat; at the option of the 
owner of the soil:r the Commissioner oftte General Land Offi~ such value to be based on the ltigllest marla:t pril:l: paid or offered foe :as of comparable quality io 
the gencn.l ate:1 "'iie:e produc:ed and when ron, or the gross pric: paid or offen:d to the produ=, whicheve:r is the greater; provided tha.t ItA: maximum PI"CSSUt'C base 
in measuring the,.s under this lease shall oot at any time ex=d 14.65 pounds per square inch absolute, and the >tandard base tcmpc:atW'1: shall be sixty (60) 
degrce3 Fahrenh~COI"''Caioo to be made for pi"CSSUl'C according to Boyle's Law, and for specific ~ty =rding to tests ma& by the Balance Method or by the 
most approved mdlod of testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any g.as proc:s.sed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be 3/16 part of the residue gas and the liquid hydrocaroons cxtrx-.ed or the marlcet value lhereot; at the option of the 
owner of the soil mthe Ccmmis.sioncr of the Gc.'leral Land Office. All royalties due herein shall be based on one hundred percent (100~'.) of the total plant 
prtXhzction o fl'l::Siti!e gas attributlble to g.as produc:d from this lease, and on fifty percent (50%), or that percent accruing :o Lessee, whichever is the greater, of the 
total plant produdOo ofliquid hydrcC31bons anributlble to the gas produ~d from this lease; provided that if liquid hydroc:ubon.s are recovered from gas pro=ed 
in a plant in wbi~ee (or its parent. subsidiary or :lffiliate) owr.s an inte.."CSt. then the percentage applicable to liquid hydroc:ubons shall be fifty ~nt (50%) or 
the highest ~1113c-.-uing to a third party proc:.ssing gas throug.lt such plant under a proc:ssing :1gre:ment negotiated at arm's length (or if there is no such third 
pany. the highest ~-nt then be:Og speQlie4 in processing ag:re...-me::t:s or cont:=-..s io the industry), whichever is the gre:uer. The rcspel:tiYe royalties on residue gas 
and on liquid hyd=bons shall be dete:mined by I) the hig.l)est marlc:et pric: paid or offered for any ps (or liquid hyc!roc:lrllons) of comparable quality in th~ 
general area. or 2):he :ross price paid or offered for such residue gas (or the weighted average gross selling pric:e for the respective gra.Ces ofliquid hydrocarbons). 
whichever is the g::ater. In no event. however, shall the royalties payable under this paragr3ph be less than the royalties which would have be= due had the gas not 
been processed. 

r 
{D) OTIER ?RODUCTS. Royalty on carbon blac!c, sulphur or any other produC".s produc:d or manufacrur:d from gaslfce;1ting liquid hydroc.arb9ns) 

whether said gas lx"casinghe:ul, • 'dry," or any other gas, by fractionating, burning or any other rroc:s.sing shall be . 3 16 part of the 
gross production afSuch products, or the marlc::t value thereof; :n the option of the owner of the soil or the Commissioner of the Gc:ner:1.1 Land Office, such marlc:et 
v:l..lue to be dete:miled as follows: I) on the basis of the highest marlc:et price of e3.Ch product for the same month in whic.'l such product is produced, or 2) o n f:be 
basis of the averag:~oss sale pric:.: of ex.i product for the same month in which such products are produ~d; whichever is the g:re:uer. ; . 

5. MINMUM ROYALTY. During any year aJk: the expiration of the primary t.ertll of this lease, if this lease is maintained !:Jy production, the royalties 
paid under this leaz in no event shall be less than an amount ct;u.al to the total armuaJ delay rental be:-::in provided; otherwise, the::: shz.i.l be due and payabl• Me>P • 
before the last daydthe month succ:.::di.ng the armiv=ary due of this l=e a sum equal to the total annual rental les.s the amount of royalties paid during th!• • 
pre=-::ding ye:Jr. ln3r.1graph 3 of this lease does not specify a delay rental amount,· then fo r the PUil'OSes of this paragraph. the delay re:ttal amount shall be~~ • • • 
do 11 ar (S 1. 00) per ce. • • • 

• 
6. ROY.li. TY IN KIND. Notwithstanding any other provision in this l=se, at any time or from time to time, the owner of the soil or the Commi3Geofl4'r 

of the General LdOffic: may, at the option of cithcr. upon not less than sixty (60) days no tic: to the holder of the lease, require that the payment of any ~~ 
ac=uing to such ~ty owner under this lease be made in k:nd. The own:r of the soil's or the Comroissioncr of the Gener:1.1 Land Offic:'s right to take its royalty in 
ltind shall not dimilish or negate the owner of the soil's or the Commissioner of the Gener:ll Land Offic:'s rights or Lessee's obligations, whether express or implied. 
under this le:tSe. • 

•••• 1. NO DEDUCTIONS. Lessee ag:-::es that all ro-yalties a.c:cruing under this l=e (including those paid in !ci.nd) shall be ":Vithcut deduction for u,'i ~S! •f 
producing, gathe:iq, storing, separ.uing, trca.ting, de..'lydr:ll:ing. compr.:s.sing. proc:ssing, tr.lnSporting. and othCTWise making the oil, gas and other produ~ · 
her-under re:ldy forsale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements fur sever.mce ux~ u<i: • 
production related lOSts. 

8. PLAlfT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionaL: share of any fuel used to . 
proc:ess gas produc::d hereunder in any proc::.ssing plant Notwithstanding any other provision of this lease, and subject to the written con.se:tt of the owner ofth~ SOli 
and the CommissiCJJer of the Gener:ll Lmd Offic:, Lessee may r::c:ycle gas for gas lift purposes on the leased premises or fo r injection into any oil or ;:as producmg 
fonnation underlyilg the leased premises after the liquid hydrocarbons cont:tined in the gas have be:n removed; r:o royalties shall be payable on the recycled gas 
until it is produced and sold or used by L=sse: in a manner which entitles the royalty owners to a royalty under this le:tSe. 

9. ROY.U. TY PA Th!ENTS AND REPORTS. All royalties not taken in kind shal l be ?aid to the Commissioner of the General Land Offic: at Austin, 
Te::o:as, in the follo..Ug marmer. 

P1yment ofroyaly o n production of oil and gas shall be as provided in the rules .set forth in the Texas Register. Rules cum:ntly provide that royalty_on oil is ~ue 
and must be rec:ivci in the G-eneral Land Offic:.: on or before the 5th day of the second month suc::..-:ding the month o f production. and royalty on gas IS due_ an fth 
must be received inlhe Gc'ner:1.1 Land Offi~ on or before the 15th day of the second month suc~:ding the month of production, a.c:companied by the a.ffi~avlt?. e f 
owner, manager orJther authorized ag:nt. completed in the form and manner prescribed by the Gc::Jeral Land Offic:.: and showing the gross amount an~ dlsp?Sitl~~ 0 

. fall d ds - " th prodUC'IOO, d ISpCSitiOn all oil :111d gas prodrced and the marlc:et value of the oil and gas. together w1th a copy o ccume:lts, recor or reports conllnmng e gross ' 



and market value irxludlng ga.s mc:ter rea.dlng.s. pipeline ~ce ipu. gu line: receipts and othc:r c.hccb or memorand<l of amount produced and put iiiiO pipelines, bnlcs. 
or pools and I&S lira or &a.s 'IOrqc, &nd any other reportS or ~cords which the General Ulld Office nuy ~quire to verify the groSJ production. disposition and 

' m~ct value. In all wes the authority of a m&II&JeT <K qcnt to .a for t.be Less« herein IJ\Ult be tiled in tho Cicneral ~d Offlca. Each royalty pi)'Tnmt shall be 
ac:eompanied by a cieclt nub, 'chedulc, summary Ot other mnitwlcc a.dvicc ~wiDe by the uslcncd General l..l:nd Office I~ number the amowu of royalty beinc 
paid on cac:h !cue. lft..c.sscc pa)'l his royalty oo or before thiny (30) daY' aAcT !be ro~ty p.ymc:nt o.ns due, thcD Lessee~ a penalty of S% on tbc royalty or 
Sl.$.00, whicncvcr i p-w.er. A royalty p.ymC'Dt which Ls oYeT thirty (30} days lw: shall ac:a'llc a pcn.&Jty of IG-h of the roy.lty due or S25.00 whichever is~. 
In addition to a pen•ty. royalties siWI '""'c ill~t 111 rate of 12% per year; such intereSt will bciln oacCI'\Iing when !be royalty iJ sl:cty (60} days overdue. 
A/Ti<Uviu and supponin& docwnents which are not tued when due shall iiiC\11 a penalty ill an amollllt set by the General Land Office administrative rule which is 
etrel;tlvc on the <Ute when the: &ffidn its or supportinc doalmcnts were due. Tho 1..c:sse:e siWI bear all resporuibility for payi.D1 or ~wtng royaltiaiO be paid u 
prelc:ribed by the d111 due prov ided bcre in. Paytnem of the de llcqucncy penalty shall iD no W'l)' operate 10 prohibit the StaLe's ri &ht of forfeiture a.s providc:d by law 
nor act 10 postpone flo <hLe on which n:7yaJtlc.s were original ly due. The above penalty proviJioo.s slall aot apply In eases of title displlte a.s 10 the Sta:.e's ponioa of 
the royalty or 10 tllllportlon of the royaJty In dispute a.s 10 t1.ir marlcct vaJuc. 

10. (A) RESERVES. CONrn.ACTS AND OTHER RECORDS. Leslcc shall~nnually tumish the Commissioner of the General Ur!d Office with 
Its best possible aU.Wo of o il and gas reserves underlying this lc.asc or alloeable 10 Ibis !C&Se 111d shall turoish s.a.id Commissioner with CQpies of all CQntncu unda 
which 1 u is sold or procc.ssed and all su bsc quctJC agr=CTIU and arne ndmc n u 10 such CQntraets wi1h in thirty (3 0} d<l)'l U'tcr cnt.erin c ln10 or maldn c such contncts, 
a.grcemenlS or amctlllmcnts. Such concnc;u md ~u when ~ived by !be Gmcral Land Ot!ice shall be beld io CQnfidencc by the Gcncnl Ulld Office unless 
othcrwb c a&Morizd by~ All other contnlcts and records pataloin1 10 the production. !nNport&tion, n le and mArlcc:ting of tile oil and ~~ produced on slid 
premise3, lntluding flf bookl and ~W\ts, receipts and dlJtlw'ges of aJI ~lis.. lanla, pools, me ten, and pipelines shall a.t aJI times be subject 10 inspcct.ioo and 
ex:unlnat.ion by the Commissioner of tho General l..Uid Office, the Attorney General, the Governor, or the ~prt:SCnwivc of any of them. 

(B ) PERMITS, DRD..UNG RECORDS. Written ootlce of ~I o~loo.s oo thiJ lease shaJl be submiacd to !be Commissioner of the General 
Land Office by ~or operator five (5) days be(orc spud date, wor1cover, ~-<ntry, tcmporvy abmdoruncnt or plug md wandoruncnt of any well or wells. Such 
writtc:• notice II:' theCicncral Land OIJke slull inc!ll:le CQp ies uf Railrollod Cummis.sio~t fomu fo r ~lication to ctriiL Copi~ of well tests, CQmp!ction rcporu ::nd 
plugging reporu shall be supplied to the General Llnd Office :u the time they are tiled with the Tc.xu Railroad Commission. All applications, permits. rcporu or 
other lilinp that reference this lease or any specific weU on !be Je&SCd premises and that are submiacd to the Texa.s R.1ilroad Commission or :my other governmental 
agency shall include tile word "StiLl:" in t.be title. Addition.l.lly, ill ~ni.lnc.c with Railro~ Commission Nles, any signa&e on the le&SCd premise.s fo r the plllpOse of 
identifying wells.. Will: batteries or other Ulocia:.ed improvm~enu to the la:nd mun Us.o include the word "State. • l.=ec sbaJI wpply the ~acral ~d Office with 
any records. mcmora~da. s.eeounu., ~cuttings 111d cores, or other illformuion ~l at.iv• to the operation of !be l.bove-<!escribcd premises. which may be 
requested by the Oueral U.nd Office, In addition to those herein expressly provided {<K. Lc:s.sce shall have an electrical and/or r&dioactlviry survey made on the 
bore·holo section, &am !be base of the suri<See ~illg to the total depth of well, of all wells drilled oa the above de$cribed premises and shall tranSmit a tl'\le copy of 
the log of each 'urvey on eac;h well 10 the General Land omce wi thin fU't=n (IS) cay' alter the ouking o( said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reporu, dcxumenu or other materi als are not fi led in the Gcner.JJ Land Offite when 
due. The penalty fo r late filing shall be set by the General Land Office lld:mlnis0'1Uive rule which is etfecd-va on the dale when the mat: rials we~ due ill the General 
L~dOfficL ~ 

11. DRY HOLEJCESSA TION OF PRODUCTION DURJNG PRIMARY TER.M. IC. during the primary term hereof and prior to discovery and production 
of oi l or gas on said land, ~ssee should drill a dry hole or holes thereon. or If during rhe prlm.vy term he~of and after the discovery :~~~d a.cruaJ production of oil or 
ga.s from the lc;ued premises such production thcre1) ( should cea.se from any e;,we, this le;ue shaJI oot terminate if on or before the expir.uion of sixty (60} days from 
date of completion of ~d dry hole or CC"S$a.tion of production L.c.s.see commences additional drilling or reworking ope~ons thereon, or pays or tenders the nr:xt 
~nu~ delay renw in tha s:une manner ;u provided in this lea.se. If, during the la.st ye:J.t o(the primary t.c:nn or within sixty (60) days prior thereto. a dry hole be 
complet.td and 3bandoned. or the production of oil or gas should cease for ;my e:~we, Les.sec's rights shall ~main in full force and effect without fur1her operations 
until the cll;piration of the primary term~ and if Lessee ha.s not ~swned production in paying quantities at the c~pi~on of the primary term. Lessee may maintain this 
le;ue by conducting lddition~ drill ing or rewor1cing O~Xtatioru purnJanl to P:1111gl"lph 13. wing the expiration I)( the primary term u the date of cen ation of 
prodi:c'lien. under P~~nsnph 13. Should the first wc:ll or any subsequent well drilled on the ~vc descnbed land be CQmplctcd a.s il shut·in oil or gas well within the 
pri~rcrm hc~o(. ~ssce may re.sume payment of the annual ren~ in the same manner a.s provided hen:: in on or be fore the ren~ paying date following the 
expi~a of sixty (60) days from the date of completion of such shut- in oil or g;u well Uld upon the flilure 10 make such payment, this lease shall ipso facto 
terrflw~. :f:u tile expinulon of the primary term or any tJme therca!ler a shut·in oil or gas well is IOC3ted on the lea.sed premises, payments may be made in 
accordionce with the shut-in provisioru he reo( 

••• 
• • • • • T2. DRIUING AND REWORKING AT EXPlRA TION OF PRIMARY TER.M. u: 11 tile expiration of the primary term, neither oil nor gas is bein& 

produced on said l;u:c!,. but Lessee Is •he., engaged In ·lrilllng fl r rcwor~ing oper:u.iof\S !bel'\: on, this lease ~hall remain in force so I""' as operatioru 0 '1 said well or for 
dr ill ing or reworkin& of any additional well are prosecut.td in good faith and in- woronanlilce manner withouc intemsptioru to~ing more than sixry (60) days during 
any one such opention, and if they result in the production of oil and/or g:u. so long the~UU:r u oil and/or ga.s is produced in paying qU<Illcitics from said land. or 
paymen' of shut-in oil or au well royaJtics or compensatory royalties is made a.s provided in this !cu e . 

•••• • • 
•••1J. CESSATION, DRllliNG. AND REWORKING. If. &1\cr tho expiration of thc primary t.cnn, production o( oil or gu from the leased p~mises. a.ftet 

once gg~~. should cease !rom any e~we. thu lca.se shall not terminate if Lessee commences additional drilling or reworiting opentions within sixty (60) days 
&fter sllth edntlon. and th is !cue shall remain in t'ull force and etfect fo r .so long u such opera.tlof\S continue ill good fai th m d in worlc:manlilce manner without 
intemsptlons IOta! In& more than sixty (60) days. If sue. 'I drilling or reworlcini operl1!ioru result in tile productJon o ( oi l or gu, the lease shall remain in t'ull force and 
effect fo r so Ions &.s oil or g:u is produ~d &om the l c~ed premises in paying quantities or payment of shut·in oil or ga.s well royilltiC3 or payment of comperui!.Lory 
royalclcs is made u provided herein or as prov ided by Jaw. I f the drilling or reworlcing openuioru result in the completion of a well u a dry hole, the le;ue will not 
te rminate If the Lwee commencC3 additionill drill ing or reworking operatioru within sixty (60) da)'l after tile completion of the well as a dry hole, and th is lelSe 
shal l remain in effec t so long u ~ssee continues drilling or reworlcing ope~oru in good faith and in a workmanl ike m3ruler withouc intemJptioN 10taling more 
than sixty (60) <11ys. Lessee shall 11ivt wrictcn notice co the General U.nd Office within thirty (J O) days o( any cessation of production. 

1~. SHUT·IN ROYAL TIES. For purposes of this pangraph. •well" meJJU any well tllat hu been usigned a well number by the state agency havin.g 
jurisdiction over the production o( oil and ga.s. 1(. at any time a.ftc:r the expiration of the primary term of a le;ue that. W1til be in& shut in, was being maintained !n 
force :~~~d effect, a well capable of producing oi l or g;u· in paying quanti tin is loc:ucd on tile le35ed pn:mises, but oil or gas i.s not being produced for lack of surtable 
production fac ilitks or lack of a su i!.lble m<1tlcet.. then ~ssee may pay a.s a shut· in oil or g35 royalty 111 lmount equ;,J co double the 31\llual rental provided in the 
le;ue, but not kss than Sl.200 a year for each we ll capable o f producing oi l or g35 in paying qu311tici es. lf P:uJ..gnph J of this lea.se docs not specify a delay ~nul 
unount.. then for tile purposes of thrs pa.ngraph. the de by ren~ amount sh'lll be: one doll ;v (S 1.00) per acre. To be dfective, each iii~Mga.s royal ty 
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must be paid 011 or before: (I) the CJtpintion of rile primary tenn, {2) 60 ¢ays al\cT the Lessee c:ca.ses 10 produce oil or cas trom the leased premises. or (J) 60 days · 
after Lessee ~111pletcs a drilling or reworlcing opcntioo ill l.CGOrdanc.e with the le&.sc provuioas; wflicbevc:r dale is latcst. Such payment shall be made onc-half( l/2) 
to the C~mmissioncr of the Genera.! Und Office and one-1\;llf(l/2) 10 the ownc:r of the soil. If the shut-ill oil or 1as ~ty is paid, the lease shall be considered 10 be 
• producmg lease and the payment shaLl c:nend the term of the lease (or a period of ooc )'QI Crom the end of fhc: primary tmn. or trom the first day of the month 
fo llowina the month in which productioa c.e.a.sc:-d, l.lld, after that, if no suitable production f~illties or S\litable marlcet for the oil or gil:$ e-xiru, Lessee may extend the 
lease for fou r mCR succ.cssivc: pc:Tiods of one (I) yur by payins the wnc amount each yur oo or before the cxpintion of each shut-in ye:u. 

IS. CDMPENSATORY ROYALTIES. u; durinc the period the I= is k~:pt ill etrcct by payment of the shut-in oil or gas royalty, oil or gas Is sold and 
delivered ~ payiag quantities &om a weD locaud within OGC thousand (1 ,000) f1:c't of the leased premise, and completed ill the sm~e producing reservoir, or in my 
c~ In wh1cb dninage Is occurring. tbe ricbt 10 ccotinue 10 maintain the lease by p.l)'ing the shut· in oil or cas royalty sh&ll cease, but the lease shall remain etrerove 
for the muaindc:r of the year fo r which tbc roy-alty has been pa.id. The L-essee may ma.lntain the leu.e for four more S\lcccssive yc::~n by Lc.ssce paying oompcnsa~ary 
royalty .u the ~~ty rate provided in the lc:;ue of the ruarlcet value of production &oro the weU c:a.usiog the dn.illagc or which is completed in the sm~c producing 
rescrvo~r and w1tl:in one thousand (1.000) feet ofdlc l= d premises. The ccmpcnsuory royalty ls 10 be paid monthly, onc:-half(l/2) 10 the Commissioner of the 
General Llnd Ot!c:e and one-half(l/2) 10 die owner of the soil, bc:tiMing on or before the last day of the month following the month in which the oil or ga.s is 
produced {n)m the well =ing the ~e or thu is ~mpleted in the wnc producing rc:scrvoir a:nd loe3ted within one thousand (1.000) fc:ct of the leased premises. 
lf the compensarory royal ty paid in any 12-month pc:ri()(j is io 'VI iiiTlOunt lc:s.s llWl the iMIW sbut·io oil or gaJ royalty, Les.see shill I pay an amount equal to the 
ditrerence withio ~irty (30) cU)'1 &om the end of the 12-month period. Compc:nsa!.Ory roy-alty payments which are not timely paid will acc:rue penalty and int=:st in 
accordance with i'v:lgn.ph 9 of this lc.=.. None ofthc:sc provisions Will relieve Ws.ee of the obligatioo of reasonable development nor the obligation to drill otrs~ 
wells as provided in Texas NalUr.l.l Rcsourecs Code 52.173; however, 1:1 the det.c:Tmina.t.ion of tbc: Corrunissioner, and with the Commissioner's writu:n approval, die 
payment of compensatOry royalties c;m sarisfy the obliption 10 drill offset wells. 

16. RE1' AINED ACREAGE. Norwithstandin[l: any provisioo of this le~se 10 rile contr.ll')', after a well prcxtucing or c::~pable of producing oil or gas has 
beco completed 0111 the leased premisc.s, L.cs.sce shall e;c;c:rcise the diligence of a reasonably prudent open10r in drilling such additional well or we Ill as may be 
reasonably necessa-y for the proper development of the lc::ucd premise and in rnarlccting the production thereon. 

(A) VERTICAL In the evcot this lc::uc is in fore.: and ctret:t rwo {2) yean after the cxriration date of the primary or extended tcnn it shall then tenninaze 
as 10 all of the lc:lSCd premises, EXCEPT (I) 40 aa-es sum:~unding each oil well capable of producing in paying quantities and 320 =surrounding each gas well 
Qpable ofp r()(juciDg in paying quantities (including a shut-in oil or gas well it$ provided in Paragnph 14 bc:rcof), or a well upon wbich Lessee is thea cng:~.ged in 
continuous drillinc or reworking operations. or {2) the nwnbc:r of= included in a pr()(jucing pooled unit p~uant 10 Texas Narural Resource:s Code S2. 1 S I· 
S2.1 SJ, or (J) S\ICb greater or lesser number of acres as may then be aJIOC3ted for production purposes 10 a pror:uion unit for each S\lch producing well under the rules 
'Vld regulations oflhe Railroad Commission ofTe:x.u, or any successor ~gency, or other governmental wthority having jurisdiction. If a.t any time alkr the efret:tive 
¢ate or the partial ltmlination provisions bcru>f; the applicable fie ld rules are changed or the well or wells loC3Ied thereon are reclassified so that less acre3.gc: is 
the rc:aftu allocated to said well or wells fo r production purposes. this lease shall thereupon terminat.e as 10 all ac:Teage not thc:re:lfter allocated to said well or wells fo r 
production purposes. Nocwithst;mdlng the tc: rmina.tlon of thos lc:ue :u to 1 portion of the lands covered hereby. Lessee shall nevertheless continue to have the right of 
ingress to and egress from the lands still subjec~ to th is le:ue for 311 purposes described in P:1r.1graph I hereof, together with c:;uements and righcs~f-way for existing 
roads, e:xisting pipdines iltld othcr eximng fac1liuel on. over and across ill! the lands described in Paragraph I hereof("the retained lands"), for access to and from the 
reuined liltlds ;llld fo r the gJthering or tr.lruporution of oil, :~ and other miner.!ls produced trom tbc: rewned lands. 

(B) HORIZOI'IT AL. In the event this le:ue is in force and etfe~ two {2) yean after the cxpir.u.ion da.te of the primary or e-xtended tcnn it shall further 
tcnninate a.s lO all depths below I 00 feet below the total depth drilled (hereinafter "deeper depths") in each welllocJled on ac:-e:1gc retained in Paragraph 16 (A) 
above, unless on or before two (2) ye:~n after the primary or cxtc:nded term L=ee pays an amount equal to one-balf ( l/2) of the bonus originally p:lid :u 
consideration fo r this le:ue (a.s specified on page 1 hereof). lfS\Ich ll!lount is p:lid. this le:ue shall be in force and effect as 10 such deeper depths. and said 
termination shall be delayed for an additional period of two (2) ye:1t1 and so long there :liter :u oil or gas is produced in paying quantities {n)m such deeper depths 
covered by this lease. • • • 

• • • •• • 
(q lDENT!FlCA TION AJ'ID FlUNG. The surface acreage rc:t:~ined hereunder as to each well shall, a.s nearly as pn ctic:ll. be in the form of a squat~ H~ 

the wellloC3Ied in the center thereo[. or such othc:r shape as may be approved by the Commissioner of the General Land Office. Within thirty (JO) days ~r~~iolL • 
termination of this !usc as provided herein. Lessee shall cxccute and record a release or releaJes containing a satisfJclOry legal description of the 3cre:1ge and/or • 
depths not retained hereunder. The recorded rele:ue. or a cert11ied copy of same, shall be fi led io the General Land Offic::, =mpanied by the filing fee pn::sc~~". 
by the General L.lnd Office rules in effect on the f!.u.e the relc:uc is fi led. If L.cs.scc f:lils or refuses lO execute and record such relc:ue or releases within ninetf J~O, • • 
days J.fter bc1ng requested to do so by the General l..;!nd Office. then the Commis.sioner 3.1 his sole disc:rc:uoo may dc,ign:ue by wria.cn irur:rumcnt the acreJ~e and/or 
depths to be released hereunder iltld record such instrUment at Lessee's expense in the coun ty or counties where the le:ue is loc.uc:d and in the official records of the 
General Land Office and such desagnation shall be binding upon Lessee Cor all purposes. • 

17. OFF5ET WELLS. Ne ither the bonus.. delay rentals. nor roy alties paid. or 10 be p:lid, under this lc:uc shal l relic:vc Lcs.sc:e of his obligation to41M!d • 
the oil and gas under the aboveoo(jescribed land from being drained. Less.ce, S\lblessec, receiver or other agent in ccnt:rol of the le:ued premises shall drill aJ mW • 
wells :u the facu may justify and shall use appropriate me:w illld drill to a depth nec:es=-Y 10 prevent undue drainage of oil and gas {n)m the leased premis~. J~ • • 
addition. if oil and/or gas should be produced in ccmmereiaJ quantities within l ,000 feet of the le:ued premises, or in any case where the leased premises is Scing • 
drajncd by production o f oil or gaJ. the Lessee, sublesset. receiver or other 1gent in control of the le:ued premises shall in good faith beg in the drill ing of a •JrCII or 
wells upon the leased premises withm 100 da)'1 U\er the draln1ng well or wells or the well or wells completed within 1,000 feet of the leased pr:misc:s start producing 
1n commercial quantities and shall prosecute such drilling with diligenc: . Failur: to satisfy the: starutory offset obligation may subj ect this lease and the owner of the 
soil 's agency rig.ht.s ID iorfeiture. Only upon the de!erminJJ.Jon of the Commissioner of the: General Land Office and with his wrinen app roval may the payment of 
compensatory royalty under applic3ble SW!Jtory parametm satisfy the obliga.t1on to drill an offset well or wells required under this paragraph. 

18. FORCE 1\-WEURE. If. a.ttc:r il good faith effort. Lessee is prevented from complying with any e-xpress or implied covenant of this lease, irom 
conducting drilling oper.u.ions on the leased premiscl, or from producing oil or g:u {n)m the le:ued premises by reason of war, rebell ion. riot.s. strilces, acts o(God. or 
an y valid ordc:r. rule or regulation of government ilUthoriry, then while so pr: vented. Lessee's obligJtion to comply with such covenant shall be suspended 3lld Lessee 
sh:UI not be liable for damages fo r failure 10 comply wi.th such covenants . Jddiuonal ly. t.h1s le:ue shall be extended while Lessee is prevc:nt.:d. by any such CJUSe. 
from conducting drilling 'V!d reworking operation.s or from producing oil or gas from the le:ued premises. However, nothing in this p~h shall suspc~d the . 
p~ymeot of delay rentals in order to maint.lln this lease in effect during the pnm:uy term in the ;1bscne<: of such drilling or reworking oper.u ion.s or producuon of oil 
or gas. 

~-------------



19. WARR.A.vrY CLAUSE. The owner of the soil wam111ts and ag:recs10 defend title to the le:t.Sed premises.. If the owner of the soil defaults in 
payments owed on the le~d premUcs, then Les.scc auy redeem the rights of the owner of the soil in the lns4:d premises by paying any mortgage. taxcs oroth r 
on the leased premises. JfL=ee malces payments on behalf of the owner of the soil under this pan.g:raph, Le= m.ay recover the cost of these payments frorn ~ zens 
rental and royalties due the oWDCT of the soil. · 

. 20. (A) PROPORTIONATE REDUCTION CL\USE. If the owner of the soil owns I= thm ~he entire tmdivided surface eswe in the above 
dc:scribcd land, whether or not Lcs.see's interest is spe.citicd herein., then the royalties and rcnul bcrein provided to be paid to the owner oftbe soil shall be paid ro him 
in the proportion wbich his int:..-est ~to the entire undivided surface C5U1C and the rnya.Jtics md rental b.crcin provided 10 be paid to the Commissioner oftbc: 
General Ultd Office of the StaLe of Texas shall be likewise proFOrtionatcly rcduc:cd. However, before Las= adjustS the roya.lty 01" rental due 10 the Cornrni.uioncr of 
the Genera..! Land Office. ~e or his a.udwrizcd rcprcs=t:ll.ive must submit 10 the Cornmwiona of the Cicncr.ll Land Offic: a wrilll::l statement which explains !be 
discrepancy between the interest purportedly l~d under this I= and the aau.aJ ina:rest owned by the owna of !be soiL The Commissioner of !be C~ Land 
Office shall be paid the value of the whole prcxiuction ai10C3ble to any undivided intuest not covered by a lease. tess the proportionate dcvclopmeu.t and productioa 
cost al!oe.lble 10 such undivided in~Ue:St. However, in DO c:vent .shall the Commissioner oftbe Gcnc:n1 Land Office receive &Sa royalty on the gross productioa 
alloc:lblc 10 the undivided interest not I =sed an amount less th:m the value of one-sixtunth (1/16) of such g:ros:s. produc:tioa.. 

(B) REDUCTION OF PA YMENrS. J~ during tbe primary 1:1m. a portion of tbe land covered by this le:ut is included 'Nithi.n the boundaries 
of a pooled unit !hal has bea1 approved by the School Land Board and the owner of the soil in a=orda.oec with N:ao.u-a.l Resourcc::s Code Sections 52.1 S 1·52.1 S4, or 
U: a.t any time after tbc expir:uion of the primary tc:m or the c:xta~ded term. this le3SC: coven ;a lc:ssa number of xra thm the toul amount de:saibc:d hercia. 
payments tha.t are rna.dc: on a per ac::-c basis hc:..-c:-under shall be redu~d ~rding to the number of= pooled, releasd, surre:~dercd, or otherwise scvc.-ctl, so that 
payme:~ts dc:=niae.d on a per~ basis under the terms of this I~ daring the primal)' tcnn shall be calculated bascl upoa the number of :ac:n3 ouuide the. 
bouncbries of a pooled uni r.. or, if ;a&r the c:xp izarloa of t. 'le primary tum. the number of ac-es a.c:u;ally re tlincd and covered by this I case. 

21 . USE OF WATER. L.essu shall hzve the right 10 use 'Natcr produced on said land nce.ess3t)' for opc:r:llioas under this IC3S:: except water frorn welb or 
tanks of the owner of the soil; provided, however, Lessee shall not u.se pou.ble wa.~cr or water suiu.ble for livcstoclr: Of irription purpos.:s for wate:flood opcntions 
without the prior c::nscnt of the owner of the soiL 

22. AUTHORlZED DA.'.{AGES. Less« shall pay the owner of the soil for damages ~d by its opc:ntiOtU to a.JJ persooal property, improvements, 
livc::stoclc and crops on said land. 

2J. PlPEI....INE DE?TH. When requested by the owner of the soil,~ shall bury its pipcli.ne3 below plow cle?th. 

24. WELL LOCATION LIMIT. No well shall be drilled ne= than two hundred (200} fe::t to any bouse or barn now on said pre:nises without ll'.c 
wri ttcn consent of the owner of the soil 

25. POLLUTION. In de'1eloping this area, Lessee shall use the highest degree of c::u-e and all proper safeguards to prevent pollution. Without limiting the 
fo regoing, pollution of coasul wetlands., na.tura.l watcrw:rys. riv= and impounded w:l1CT slu.ll be ;ln:Yented by the use of c:onc:linr.Jcnt rac;liries sufficient 10 prevent 
sp if !age, scej)~ge or :round ~~~r cont:lmination. In the ~cnt of pollution. Lessee sball usc all me3l!S .u its disposal to recapture all ClC:lpCd hydroc.:!lbons or other 
pollutant and shall be: rcspon.siole for all d:unagc 10 public and priv:tte propc::tic:s. l.c.slee shall build and maintain fen~ arotmd its slush. .sump, and dr-Jinace pits 
and tank bancric:s so as to protect livestock Jgainst IOS3, damage or injwy, and upon completion o r abandonment of any weU or wells, Lessee shall fill Jnd level all 
slush pits and cellaa and comple:.cly clc:::m up the drilling site of all rubbish therco11. Lessee shall. while ccaduc:ing opcr.ltions on the !=sed j)re:nises, kc:p said 
pre:nises free of all rubbish, c:uu, boales, paper cups or prbage. and upon completion of operations shall restore the surfa.c: of the l3lld 10 as nc:~r its orig!rul 
condition and contours as is pr:ICtie.lblc. Tanlcs and equipment will be: kcjlt painted and prescnt;tble.. 

26. REMOVAL OF EQUIPMENT. Subject 10 limitations in this paragr::~ph. Lc:sse: shall have the right to remove machinery and fiXtUreS placed by 
Le~e; in the !c:ued premises, including the right 10 draw Jnd remove C3Sing. within o ne hundred ~ty (120) day s wr tl-.e expiration or the lenni nation of this 
!e~~li\IW the owner of the soil grants Lessee an extension of this 120-day period. However. Lcsse:: may not remove c.uing from any well c:~pablc of producing oil 
and.~~ ~n paying quantities.. Additionally, L=ee may not dr2w and remove c:uing until 3ftc.r thirty (30) days writ:.:n no tic: 10 the Corr.mis.sioner of the Gcnc:-31 
L:Jn~.~:: and to the owner of the soil. The owner of the soil .shall become the owner of any ='linery, fixtures, or ~;.;~S ing whic.'l :u-:: not timely rc:noved by L:sse: 
un c!c: ~the terms o ( this pangr.1ph. 

• • • • • <0.7. (A) ASS IGNMENTS. Under the conditions cont:liru:d in this paragr.1ph and ?~h 29 of this lease. the rights and estates of e ither patty to this 
lcas!~ybe iiSSigncd, in whole or in part, and the provisions of this le:uc shall extend to and be binding upon their heirs, ckvise::3., legal rc;::re.senwivc.s. succ=lSOI"3 
and :wigns. However, ;a c:h3llge or division in ownership of the land, re:~t.:W, or royalties will not enlarge the oblig:uioc.s oft=::, diminish the rights. privileges 
and estues o fLes.se:, impair the effec:ivcness of any payment mac!e by L=cc or impair the c!fec: tivene::;.s of any act ;~erfor.ned by U:sse:::. And no change or 
divuiofl in ownership o f the land.. rent:lls. o r royaltiC3 shall bind Lessee for any purpose ·~otil thirty (JO) days :lfter the ownc:- of the soil (or hi$ he in, devisees, lcgll 
repli*"~¥es or assigns) furnish~ the Le:ssee with s:ltisf3.ctory wria.cn evidence of !he change in o wnership, inc!uding the original recorded munimenu oftillc (or 3 

c::nif~!~l!py of such original) when the owne.-,hip changed because of a conveyance. A 10ul or partial assignment of this !e:uc shall, to the extent of the intc:.~t 
assi~i~;;4cvc and discharge Lessee of all subsequent obligJ.tio ns undc:- this lease. If this lease is assigned in its entirety as to only part of the a.c=1ge. the rigllt ll!d 
optionoto pa1 rentals shall be apportioned as betwc:rn the sevcr3.1 owners ratably, according to the i1.re3 of eacll, and wlure by ooc or more of tllc:n 10 pay his share of 
the rcnul shall not affect this lease oo the part of the land upon which pro nu rent.a.ls Jrc timely paid or tendered; ho~er, if the iiSSignor or assignee does not file a 
c::r-Jficd copy o f suc.'l as.signrncnt in the Gc:ncnl Land Office before the next renul p::aying daLe, the entire lcase shall tennir:aLC for failure to pay the entire renul due 
under P::lr3gnph J . Every iiSSignee shall succeed to all rights and be subject 10 all obligJ.tion.s, liabilities, and pc-naltiC3 owed 10 the Su.tc by the original Jessee or lii'f 
prio r :usignce o f the lease, including any li~bilities to the SL3tc for unpaid royaltic.1. 

(B) ASSIGNMENT LIMITATION. Notwithstlnding any provision in PJngTJph li(3), if the owner of the soil ~quires this lc;ue in whole: or in part by 
assipment without the prior written approval of the Commissione:- of the Generlll..lnd Office, this lease is void as ofthe time o fiiSSig:uncnt and the agency power 
of the owner may be forfe ited by the Commissioner. An assignment will be treated ;u if it wen: maee 10 the owner o f the soil if the J.SS igne: is: 

(I) a nominee of the owner o f the soil; 
(2) a corporation or subsidiary in whic!t the owner o f the soil is a principal stockholder or is <ltl emplcyee of such a ~rpor.uion o r subsidiilt)': 
(3) a partnership in which the owner o f the soil is a partner or is an employe: of sue!! a pannc:.-,hip; 
(4) a principal stockholder o r employee o f the COJ1lOra.tio n which is the: 9wncr of the soil; ACEHIFEDCOPY 
(5) a partner or employee in a partnc:.-,hip which is the owner of the soif; •rriiNIIntiiEA&.OI'ntiGOUNTY~ •nar: co -5 9 8' 
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(6) :a fiduciary for the ownCT of the soil; including but not limited ID :a guardi:an.. trustee, executor, admini..stral.or, rec.:iver, or COnseTvator for th 
owner of the soil; or e 
(7) a family member of the owner of the soil or rclaled ID the owner of the soil by m:ania.gc. blood. or adoption. . 

23. lit.E.ASES. Under the eondi~olU contai~ed in this ?aragr.sph :znd .P:ngrap_b 29, I...:s.=: m.ay at any time. ex.ec:-.:te :md deliver ID the owner or the soil · 
an? place of re~ :a re!e:lSC or releasc:s covenng any poruon or portlOIU of the I casu! prem~SC:So :and \heRby surrender this IC3SC as to such portion or portions, and be 
rel1cved of all .S18equent obligations as to ac:re3ge surrendered. If any part of this le:= is properly~ the delay rent:ll due onder !his lease shall be ~d· 
by the _proporuoatw the sllrTClldered ac:=gc be:Jrs ID the :a=: age which was cov.cred by this ~ immcd~ly prior to such surrender; however, such release wiU 
oo t reheve L=ssc:uf any liabilities whlc:h may h.nrc a.caued under this lease prior to the sum:Ddc:r of such~ 

29. EliNG OF ASSl~TS AND RELEASES. If all or~ p:art of this lease is assicned oc rc::Jeased. such as.sipuncnt or release must be recorded in 
~=county ~herdic land is situa!Cd, md the recorded instrument, oc a copy of the recorded in:stromcnt certified by the County Clerk of the county in which the 
~cat~ readcd, must be filed in the General l;md Office within 90 days oftbe last c:x=nioa date xcompanicd by the pre:saibcd filing fee. If any such 
a.s.s1gnment l$ noto tiled, the rights ac.quired under th.is I= shall be subject ID forfcinue a.t the option of the Commissioner o( the General Land Office. 

30. I:IC..OSURE ClAUSE.. All ~revisions pertaining to~ lease of !he lbovc~iocd land ~Ye bc-:n included in LIW instzumc:nt. including the 
st:Uement of the lie considcra!ioa to be paid for the ==tion of this I= :aDd the rights and duties of tbe parties. Ally coiWc:U agreements coa=i.ng the 
development of claod &as from the le:zscd premises which ove oot contained iD this lease rcu:1cr this le:ase invalid. 

31. FliU~I.ARY Dt.ITY. The owner of the soil owes the State a fiduciary duty 3lld must fully disclose any faas ~..ing the Swc's in~ in !he leased . 
pn:mises. When11: mten:sts of the owner of the soil con.tlict with those of the Swe, the owner of the: soil is obligated ID put the State's inu=sts before his pc-rsonal ·- -~ · 
intcre.ru. 

32. R1:FEITUR.E.. IfL=e shall fail or refuse to mae the payment of any swn within thiny dOl)" :after it becomes due, or if Lessee or an authorized 
ag_ent should. knoW!gly make any false rerum or false report conc::ming produc:ion or drilling. oc if Lessee shall f:lil or refuse to drill any offset well or wells in &ood 
fa.~ til as requ1red l!!fa.w and the rules and regulatiolU .COp ted by the Cl:lmmissioner of the C-e.,cnl Land Office, or :f Lessee should fail ID file reports in the manner 
n:qu~d by law oQiltD comply wit!l rules and regulations promulgated by the Co;:neral Land Offic:, the School Land Board, or the R.l.ilroad Commission, or if 
Lessc.: should re!a the prosxr authority a.::= ID the records pertaining :.0 operations, <X ifL= or an anthoriz.ed :tgent should knowingly fail or refuse to p vc 
c::>m:et informariOIUI the proper authority, or knowingly fail or refuse to furnish the General LJn.d Office a correct log of any well. or ifL=e: shall knowingly 
V1o l:ue any ofthe21terial provisions of this lease, ar if this lease is assigned 311d the assig;uncnt i.s not filed in the General Land Office as required by law, the righu 
acquired under thille:lSe shall be subjca to furfeiOJ.rc by the Commissiona, and he shaJJ forfeit sam.: when sufficiently informed of the faru whic!l authorize a 
forfc iwrc, and wl=furfeited the area shall :t.g:Un be subject to le:lSe under the tl:1'lm of the Relinquishment Act. Howc-ver, nothin g hereia shall be constn1ed as 
waiving the wtonac te:mioation ofthls Jeze by opcraLion oflaw or by reason ofJIIy special !imiution ilrising he:-e-under. For.i::= m:1y be set aside 311d this • 
le= 31ld all rightsh::.-:under reinst:Ucd before the rights of another int.e:ve= upoa satisfactory c:-vicen~ ID the Commissioner of :he G-e::~eraJ Land Offic: of .fiuwe 
compliance with Ia: provisions of the law and of this lase and the rules and regulations tbat ~be adopted relative hc.rcto. 

33. U!l.. In :s.ccordance with Texas Narura.l Reso= Code 52.136, the State shall have :a first lien upon all oil and gas produced from the area covered 
by this lease ID SC~Ze payme:1t oi J.!l unpaid royalty md other sums of mooey that :nay become due under :his I=~ By a=p~~ of this 1==. Lessee gr:utts the 
St.:lt.:, in addition lillie lien provided by Texas Narunl Resources Code S2.1J6 and any other appl.i~le starutory li::t, an e::o:pr-..ss c:ontr:l.CtUa.llicn on and security 
interest in all leasciininerals in and c:xtrac:tcd from the leased premises, all procc:ds which may acc:uc to Lessee from the sale of sue. 'I leased minerals, whether such 
proceeds arc held i:Less« or by <L third party, aad all fixtures on and improvemenu to the lease~ premises used in connection wtth the production or proc=ing of 
suc!l leased minera in order to secure the payment of all royalties or other amounts due or ID ~r::e due under this lease and to secure payment of any d:unag::s or 
loss that Lessor ~suffer by reason ofL:sse:'s br-...x.'t of any covenant or condition of this lc:lSe, whe!her e::o:pr:::ss or implied. This lien and security interest miiY be 
fon:::losed with orrithout court pro=or.ngs in the mmner provide:! in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee a.gn:c:s that the 
C ommissioner ~uirc Lessee to e:xe..-ut.: and =rd such instruments as may be reasonably oe=ssary to a.::bowledgc, artac:!l or perfect this lien.. Lcsse:a.fe~J • 
re?resents that th~ no prior or superior liens arising from and relating to l..ess='s activities upon the above-described property or from L=ee's a~uisitio~ !If • 
this ~ ease. Shouldie ComminionCT at aay time de:.c:rmine that this represenution is not true. tho the Commissioner may declare this le:lSC forfeit::d as pro~e~ • • 
hcrctn. • • • 

• 
34. ?ClUNG. Lessee is hereby granted the right to pool or unitize the royalty int.:rest of :he owner o f the soil under this lease with any other le331:•olll 

or m ineral inter:stir the exploration, development and production of oil or gas or 'either of them upon the same terms as slull x approved by the School L~ • • • 
Board and the Coanissioner of the G=cr.!l Land Office for the pooling or unitizing of the interest of the Stat:: under this lease pursu.lnt ID T e:xas Namral Resow-= 
Code 52.151-52.13. The owner o f:..':e soil agrc:s that the inclusion of this provision in this lease satisfies the c:xcc-.1tion requi=ents stated in Texas Natur:ll 
Resources Code 5:152. • 

•••• 
35. INn1NITI. Lessee hereby releases and disc.'t;u:c:s the SUL: ofTaas .lEd the owner of the soil. their officers, employee3. parmers. agen~ •• • 

con tractors, subeot.11:to~ guests, in vi~ and their respec:-Jve suc:es.sors :llld assigns. of and from all and any a.::tiolU and c:wses o f action of eYery natur;. or o3ta 
harm, including ellironrnental harm. for which reCOVCTY of d:unages is sought, including. but oot limited to, all losse:s and C:Xpe:lSCS which are caused by ~· • • • • 
a.cthitics ofLcssc:oits officxrs, employce3, 31ld agtnts wing out of; inc:idcn!Jl to, or ~ulting from, the oper.l.tiolU of or for Wsc::: on the leased premises • 
he:-eunder, or thatlllY arise out of or be occasioned by Le:ssee·s br:ach ofllr)' of the termS or provisiolU of this A~ment, or by 311Y other negligent or strictly Iiab!e 
ac: or omission o fJ::ssee. Further, l=¢e ber::by agrees to be li:tble for. e:xoner.ue, indemnify, dcfead and bold harmless the Stat.: of Texas and the owner of the SOli, 

their officers, e :npifees 31ld :tgents, their successors or assigns, a.g:linst any 311d all claims, liabilities, losse:s, damages, actions, p~onal i.njwy (including death), 
costs and expe:\SC:lln o ther harm fo r whic~ recover; of darn ages is sought. under 311Y theory including tort, c:ontr.l.Ct, or strict liability, including anomeys' fees and 
othc:~ legli e.xpe~ including those relar.ed to environmental haz:~tes, on the !eased pre:nises or in any w-sy related to ~ee's fail ure to comply with ar.y and all 
environmental la~lbose :uising from or in any way related to Lesse::'s opc::-:u.ions or any other of Lessee's activities on the leased premises; those arising O:Om 
L:sse::'s use ofthcarla~ of the leased pre:nises; and those that m3y :uise out of or be occasioned by L:ssce's bn:3c.'l ofllly oi the ter.ns or provisions o~th1s . 
Agreeme~t or anyJtu:r act or omisSion of~ee, its din:c:ors, of!ic:rs, employees, parmen, agents, contractors, subcontractors, guests, invitees, and thetr r::spccuve 
suc :::=ssor; and :J.SSju. Each assigne: oi this Agreement, o r an in te:::st the::: in. agrees :0 be liable for, c:xoner.w:, indemnify, defend and hold harmless the St.ate of 
Texas and the OW!lli of the soil, their offi~rs. employees. and agents in the same m:~nner provided ab<lve in coMection with the ad viti~ of ~ssee, its offic::~S 
c::nployec:.;, and :~~ts as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF TIIE L'>"DE:"'t'iiTY OBLIGA TI0 1" 
A.'ID\OR LIABII:IIES ASSUMfD t i1''iDER THE TER.\15 OF THIS AGREEML'iT SHALL BE WITHOtrr LIMITS A1',."D WITHOtiT REGARD T O TY 
THl: CAUSE OlttAUSES THE1H\2h~· ~J.;~~G PRE-EXISTING CONDmONS), STRJCT LIA3ILITY, OR nn: NEGLIGE.'ICE OF A."N PAR 
OR PARTIE~~trrl'ifrC THE"'NEGLIGE~Cj~OF THE L'1fDE:'>G'o1FlED .PARTY), WHETHER SUCH :-IEGLIGE:'ICE BE SOLE, JOll'IT. 

~-Effl'.IC"l'r'l t, OR Pr\SS[ v ( . 
~ or" J'l') .0.. ' .I 

...:~~~Ut ,n~ ·~ ________ ,.. 



. 36. ENVIRONME:Nr AL HAZARDS. Le$sce shall use the highest de~e o( ~ and all reasowle safe pards to prcvent c:.onwnination or poll~ ~ · . 
any cnVIl'OI\mC'liUl medium. including soil. surface W'UCJ'S, JTOW!dw21er, sediments. and surfa~ or subsurface stnt:a. ambic:Dt air or my other CDViro~UI~Cnta~lllCdj 0 

• 
in. on. or under, the leased premises. by aoy waste. polluunt. or ccnwninanl Lessee shall not bring or pcnnit to mn.ain on the leased pmni.ses my asbestos urn 
c:on!:lining matuials, explosives, toxic mataial.s, oc subs== rezula.t.ed 3S hn3nlous wastes, hazacdous materials, h3z;ardous subs=ca (3S 'lhe 1ezm Cbzacc!ous 
Substance~ is defined iD the Ccmprchensive Envircnmcnw Rc.sponse, Compensation md Liability Act (CERCLA), 42 U.S.C.. Sectioas 9601. d seq.). or toxic 
substzn~ under my (edcnl, sta:te. or local I~ or rexuJation ('"H='dous Ma.t.emls),. cxc:.ept ordinary products commonly used iD conncaion wit.b oil and ps 
cxplorauon and development operatioru and non:d in the usual manna and quanrities. LESSEE'S VIOLATION OFl'BE FOREGOING PROHmffiON 
SHALL CONsrrnrn: A MA TERLU. BREACH AND D E.FAUL T Hl:R.EUNDER AA"D LESSEE SHALL INDEMNIFY. HOLD HAR."ILESS AND 
DEFEND TltE STATE OF TEXAS A.'lD THE OWNER OF THE SOn. FROM A."'D AGAINST ANY CLUMS. DA.\UGES. J'VDGMENrs. PE:'IALTIE.s. 
LUBJLITD:S, AND COSTS (INO.UDING REASONABLE A TTOR..~EYS· FEES A."'D COURT COSTS) CAUSED BY OR A.RlS1NG OUT OF (I) A 
VIOL\ TION OF THE FOREGOING PROHllUTION OR (D) THE PRESENCE. R.E1.EASE. OR DISPOSAL OF A.W HAZARDOUS MATI:lUAJ..s 0~ 
UNDER. OR ABOUT Tin: LEASED PRL'-fl.SES DURING I.E.SSEE'S OCCUPA.~CY OR COI'ITROL OF THE LEASED PRE."ll.SES. LESSEE SHALL 
CLEAN UP, REMOVE. RE.~Y A.""D REPAIR A."fY SOn. OR GROUND WA TE:R CONTA.'\aNA TION A."m DA.\UGE CAUSED BY THE 
PRES£:'10: OR R.ELEA.SE OF A.W HAZARDOUS MA TERULS IN, ON, UNDER. OR ABOUT THE LEASED PRDOSES DURING LESsEE•s 
OCCUPANCY OF TID: LEASED ~ES IN CONFOR..'rl.A."iCE WITH TilE REQt."'lRL"rr:ENN'S OF APPUCABLE L\W. TRlS 
INDE.'tfNIFICA TION A."'D A.SSUMP'TION SHALL APPLY, BUT IS NOT LIMITED TO, UABn.ITY FOR RESPONSE ACTIONS 'UNDERT Al(.E;'( 
PURSUANT TO CERa.A OR ANY O'THER ENVIRONME"'TAL LAW OR REGUIATION.. LESSEE SHALL Jl\OI:EDIATD. Y GIVE THE STATE OF 
Tl:'US A!"m THE OWNER OF TIU: son. W'RfiTL'Il NOTICE OF A!"fY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. UPON 
LEAR.~ING OF TilE PRESENO: OF A..'iY ILU.AR.DOUS MA.TE.RL\LS, OR UPON RECEIVING A NOTICE FROM A."fY GOYER.~"TAL · 
AGE:'ICY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PRE."rUSES. THE OBUGA TIONS OF LESSEE 
HEREUNDER SHALL Sl;RVIYE THE EXPIRATION OR EA1U.I.ER T.ER.\oaNA TION. FOR ANY REASON, OF THIS AG~"T. 

37. APPUCABLE L.A W. This lease is issued IIZld.cr the provisions o(Tc:as Nat\U':ll R.c:so= Cede 52.171 through 52.190, ccmroonly lctown as !be 
R.cfmquishment Aa. and otheT applic:able sunn.es and amendmentS thaeto, and if :lilY provision iD this lc:= dod not ccnform tD these SWI.Ita, the stanltes will 
pn:vail over my non~ormiD' I= provisio113. 

38. EXEctrnON. This oil md gu 1C3Se must be signed and :u:la!owledg-:d by the L=c before i1 is filed of rewed in the ccunty records and ia 111.e 
Gcnc."::J l:J.nd Offi~ of the Su.te o(Tcxas. Oo~ the filing requirements foWld iD P~ll 39 of this lease bave ba:n satisfied, the effective d:u.c o(this lease Iball 
be tl'le da.t.e found on Page J. · · 

39. LEASE FU..ING. Purnlant to Chapter 9 of the Tcxu Business md Corruru:rc:: Code, this IC3Se must be !iJed of n:cord in the offic: of the County 
Cieri: in any COWl[)' in wbicb 3.11 or 311Y part of. the leased premise is )OQ.Ced. ;md «rti!icd a> pies thc:reof must be filed in the Gcnc:31 Land Office. This lc:ue is not 
effe:tive Wlril a certified copy of this lc:.:l.Sc (whicb is made and c:nified by the County Clerk from hls records) is filed in the C-=er:ll Land Offic: in ac:ord:u~c: with 
T = Narur:ll Res our= Code S2. I &3. Add.irion3lly, this lease shall not be binding upon the Sw= unlc:s:s it recites the =a! and :roc considc::uion paid or i~fCmisc::l 

(O< aoo•tioo o(O• l=< Th< boo~ duo"'' ~~;;m- m<> <atifi<d ~py ~ <h< G=m l L>od Offi= . • . 

••• . . . . 
••• 

• 
ST~0fTEXAS 

•••• 

t=EE ~ 
TIT1E=--------~--~~--------------
DATE:._--+-f--1--+'L__..2~.---__ _ 

STATE OF TEXAS 

BY:~~--~----~~~--~--~~--~ 
lndividu:llly and as agent ior the State ofTc:us 

her sole and sepa r ate property SS 
0~=------------------~-------------

STATE OF TEXAS 

BY:~~--~----~~~--~---------­
Individually and u agent for the St.ac: ofTcxas 

D :uc: __________________________ _ Date: _____________________________ _ 

A tEAl IF ED COPY 
PIT 8!AAS 1M! lfAL OF THI! CCIUNTY 7 
Amsn <"t?- s- ~ 

® 



'. 

STATE OF ____________________ _ 
(CORPORATION ACKNOWl.EOGMENr) 

COUNTY OF _________________ _ 

BEFCJ.E ME. lhe undersigned authority, 011 this day persoaal.ly appc:zred'-----------------------------
known to me 10 bathe pc:son whose a.ame is subsaibcd 10 the f~&Qing iastnlmenr. u. ____________________ __:o( · ·· ~ =·· 

Givmmcler my b.md md sc:ai o(offic:: this the._ ___ day of ___________ _.· 19 ___ • 

Not31')' Public in Did for _________ _ 

STATE OF _________________ __ 
(CORPORATION ACJOlOWLEDGMENr) 

COUNTY OF __________________ _ 

BEFO~ ME. the undemgncd wtllority, 011 this day pc:son.aJJy appeared. ______________________ _ 

known to me to be the pa:scn whose =me is subscn"bed to the !cRgoing instrument, as. _____________________ o( 

-;:--:;-------:----:-..,--,..--"""""---------:---..,--:---,-----,-:--,---.:---;-~Did acbowkdged to me th.:u he executed the lame 
for the purposes antcoruider:Won tbaein c:x;:=d. in the c;apacity st:W:d.. and u the a.a and deed oi said corporation. 

Given llll1cr my b.a.nd md sal ofoffic:: this the. _____ day of __________ __. 19 ___ • 

57 .ATE OF __ ~f.::.E:.!.X~A.!:S~----------­

COUNTYOF_-~..5-'l.Oa""'-.S..u.re....o.jp~----

Not.ll)' Public in and for _________ _ _ 

Before rnr. r..'-:c unde.'l:gned :zuthoricy, oa this day pc.-sonalty 3ppe.::red B 5 t a Reed G e a r g e . de a 1 j o g j o 
he r so l e and separate property 

(INDIVIDUAL ACiOIOWLEDGME'IT) 
• 

.. 

ST .ATE OF __ ....... r:-=-:M.:.._:__~--=.---:----­
t\/l\1:\~ 

CO~IYOF __ .__:r~Y~ \~~~~~~=------

Before mr. the undersigned authority, oa this <by penonally appe:m:d. ___ _ .... c.,LJ~~.:.o.q..-=j::....:o:..h.:....~.!.Vt..S.=:...O:::..:..n....L.. _ _______ ---!~ ••• : • 
•••• • • •••• 

known to me to be tJ:a penons whose names are subsc:ibe d to tbe fore~oing instrumc::t. and aclc:nowledzed to me that they executed the s:une for the pur;>OSes 311d 
C;:)nsidention the:-ein::::q::ressed. 

Given unc2::r m y hand ;md se31 ofofijc.: this :he ___ .._ _ _ __ day of ~ . 1 9_Cj.,.;_~~---
~ 

Noury P.Jbl~c in md for _ __ /:...~.=....__;~------

~---------------- -
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EXHIBIT II A" 

AITACHED TO AND MADE A PART OF THAT CERTAIN OLL AND GAS LEASE DATED 
AUGUST 14, 1998, BY AND BETWEEN RITA REED GEORGE AS LESSOR, AND CLAY 
JOHNSON, AS LESSEE, COVERING ALL OF SECTIONS 29 AND 32, BLOCK 53, PUBLIC 
SCHOOL LAND SURVEY, CULBERSON COUNTY, TEXAS. 

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

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

• ••• • • In conducting such continuous drill ing program, Lessee shal l be entitled to acc umulate a nd later use time, 
••••• : if any, saved between wells, beginning with the second well under this continuous drilling program. lf 

• • one well is commenced sooner than 180 days after the completion of the last preceding well, the portion 
of the prescribed 180 day period not used may be carried forward and added to the period between 
subsequent wells. 
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ACQUISITION CHECKING 
COMMLSS LONER OF THE GENERAL LAND OFFICE 10/6/98 

PAP.A60N 'li299: Lease Bonus 

Checking 

••• • • • 
TITAN ~!SOURCES, L.P. 

Lease Bonus 

Payment in full of I /2 Lease Bonus Consideration 
due the State of Texas for Paid-Up Oil & Gas Lease dated 
08/ 14/98 from the State ofTexas by Agent Rita Reed George, 
dealing in her sole and separate property, Lessor, in favor of Cia 
Johnson, Lessee, covering All of Sections 29 & 32, Block 
53, PSL Survey, Culberson County, Texas. 

-..~ .. u07 96 3 

AC~~t~~~'fb~ER OF T HE G ENERAL LAND OFFICE 10/6/98 
. PARAGON #299:Lease Bonus ... 

• • • ••• 

.... . . .... 
• •••••• . . 

Checking Lease Bonus 

Payment in full of I /2 Lease Bonus Consideration 
due the State of Texas for Paid-Up Oil & Gas Lease dated 
08/ 14/98 from the State of Texas by Agent Rita Reed George, 
dealing in her sole and separate property, Lessor, in favor of Cia 
Johnson, Lessee, covering All of Sections 29 & 32, Block 
53, PSL Survey, Culberson County, Texas . 

002609 
k , l 69.60 

14, 169.60 

002609 
14,169.60 

14, 169.60 
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G cacnl La11d Omce 
R e.Uaqllishmar Act L u.sc Form 
R n-Ucd, Scptem bc.r 1997. 

PAID UP 

On. AND GAS LEASE 

nus AGREEMENT is mad.e md = ll:red into tbis~day or Au g ust 19__9_ft_. bctweca the St31e orTeas. actiD& by md through its 
ag~~~C~a~r~o~l~vn~~C~l~a~r~k~O~a~t~m~a~n~~T~r~u~~~~~~c~a~r~o~l~y~n~C~l~~a~~r~~O~a~t~m~a~n~~~T~r~u~s~t~e~e~~~~~~~­
----- -------------------·of P . O . Box 310. Bastrop. Texas 78602 
----------------------------------------~~~------~~~--------~------------------------~d~ (Give Pam.mcnt Address) 
bc:rein referred to as the owner of the soil (whcthc:r one: or more), and. ___ ~C~I~a~y~:JJ~o~b~n~s._.o'f-n......_--=--:-:-----::::-:::--:::---------
-----------------------~2~0~3~W~.~·~W~a~J~J~.~S~J~J~j~t~e~~8~0~0~-----------~of 

Mid l a nd. TX 70701 
(Give Pama=u Address) 

1. GiUNTlNO CLAUSE. For m d i.a COC'!Sidention of the ii:DIOunts st31ed below :md of !he covenmtlllld agm:ments to be paid, kept and performed by 
Lc:s:sec lllldcr this lease. the St.11c: ofTc::as actin& by md through the ownu of !be soil llcmJy ~leases md lets UD%XI Lc:ssec, fur the sole md only p1DpOSe of 
prospec:tin& md dnlling for and produ~:~ oil and ps. layin& pipe lines. builcfm& tanks, lZDrin& oil aDd builcfm& power stations. tdepboae lines and other muaures 
th=n. to produc:e. szve. bJce =of. treat md transport said products of the lease. the fDUowin& lands situated i.a C u lberson County, swc 
ofT cxas, to-wit 

Block 53, P u blic School Land S u rvey 

Sec t ion 29 : All 

Sec t ion 3 2 : All 

.-
conuining 1 r 2 8 0 IIICl'CS. mor= oc less.. The bonus considcnticn paid for thls I= is a:s folio~: 

/ 
/ 

Tothe St.l1c:ofT~:--~S~e~v~e~n~T~h~o~u~s~a~n7d~~E~l~·g~h~twv~-~f~o~u~r~~a~n~d~~8~0~/~1~0~0_-_-_-__ -_-_-_-_-__ - _- _-_-__ -_-_-_-__ 
Dollars (S ____ ~7_..._,0L.I8.l,;4::r......._,Bu0..__ __ _,> 

Tothcowncr oi !.hcsoil: Seven Thousand Eighty-four and 80/100---------------
Dollan cs ___ ,/,7 ..... _,0...,B .... 4::r......._,Bu0..__ _ _, 

••• • • • • •• T or:albonuscon.sidc::'a.tion: Four teen Thousand One Hundred S i xty-nine and 60/100 

•••• • • • •• • 
Doll= cs 1 4 . 1 6 g 6 a > 

Tbe toW1l bonus consideration paid repr=ts a bonus of 

----..-~-------------Dollars (S • • • 

F ift y -fou r and No/100-------------------

5 4 . 0 0 ) per =. oa 2 6 2 . 4 net acres. 

• •• . F' ( 5 ) 2. TE.~"l Subject to the Ot..,er provisions in this lease. this le3Se slull be for :1 term of 1 ve years 
(hci'Cin C3lled 'primary term") and as long then: after as oil md g;u, or either of thc:n. is produl%d in paying quan!itics from said land. 

from this dale 

As used in !his lnse, the term "produc::d in p~g quantitia" mc:ms !hat !he re!%ip~ from !he sale or other authoriz-oerl ccmmm:ial use of the subsunc.."{s) ~ered 
e::c:c:ed T>ut of pocket opcntional cxpc= for the six months last past. 

*See.~~ibit " 'A" attach ed for Pd-Up Delay Rental Provision sho wn as Paragr aph 
•·· ~~---8~~~EN~~~~rwdr~~mm~~MM~k=~~~~~~~M9~~~~~8H~~~~~~~~~~~~~ 

B:mlc. 
ill ----------.::::::..-...::::----------------o-r-:-its_suc= _ _ _ O_rl_(-:-w-:-hi-:-. cll-:-:sb:-a.l-::1:-co--nnn-:-. -oe--as----:th:-e-d:-c-po-s-:-ito--ry-re--gW!~:-css-.-o-:f:-c:.:-:-!lan--g-cs-in:- the ownership of 

said land), the amount specified below; in ' lion, Lessee sh311 pay or tender to the COMMISSIONER OF TiiE GENERAL I.A'ID OFFICE OF 11iE STATE OF 
TEXAS, AT AUSTIN, TEXAS, a like sum on or $.1-id date. P:1ymcnts under rbis p=gr.~ph shall opcr.u.e as a re:nul 3nd shall ccva- the privilege of dc!'erring 
the commencement of a well for one ( I) ye:g from ~d :1yments uodcr this par:~grapb shall be in the followin' :llllOunts: 

In al ike manner and upon like payme:H3 or :.enden 3JU\ually, the commencement of:1 well may be f.ltther deferred fo r succ=sSiv ,. .:ods of one (I) ye:1r e:1cJ durin: 
the primary term. All payments or tendc~ of rcntal 10 the owner o f the soil may be made by check or sight dnft ofLessc:, or any a.ssign _ this le:J.Se, and may _be 
delivered on or before !he rcnuJ ;Jaying daLe. lfthe bank design:u.cd in this paragnph (or its succ:ssor bank) should c:ea.se to exist, suspend bust liquidate. fa~ I or 
be succ:c:~ed _by ~ether banlc, or for any :-e.aso n fail_ or refuse ~ ac~pt rental, L.:5se: s~l n~t ~held in dcfaul~ for failun: !o cnalc: such paymen.ts or te. •n of 

/ 



, . 
.. .,_, .,.. _ , c,::r.~ ,, .. 
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. 4 . . • PRODUCTIO~ ROY.ALTIES. Upon production of oil and/or gas. Lessee au=es to pay or cause to be paid one-half(l/2) ofthe royalty 
prOVIded for 10 ltis lease to the CoCl!Ilissione{ of the C-cneral Land oro~ of the State of Texas. at Au.stin, Tc::cas. and one-hal£ ( 112) of suc!l royalty to the owner f 
ltfo! soil: 0 

(A? OU.. Royalty payable on oil, wbic..'l is defined as including 3.11 hydrocarbons produ~d in a liquid form at the mouth of the well and Usa as all 
condensate, di.stllate, and other liquid hydrocarbons re--...overed from oil or gas run through a separ.u.or or other equipment, as hereinafter provided.. shall be 

3 I 15 part of the gross production or the lmllcc:t value thereof, at the option of the ovmer of the soil or the ~IIllilWioner of the 
General L.lnd Otlce, such value to be dcte:m.inc:d by I) the h.ighcst posted pric.:, plu.s premium, if any, offen:d or pJ.id for oil, cond~ distillate, or other liquid 
hy~ns., n::p,ectivc:ly, of ;dike type md gr.rvity in the gc:n.eraJ area where producerl and when run, or 2) the highest millket price th=f offc::1:d 01 paid in the 
general area wbcz produced and when nm, or 3) the gross proce::ds of the sale thereof; whichever is the g:re31er. Lessee ~ that before my gas produced &om the 
le=d P":mises Ssl:lld, used ur proc:essed in a plant, it will be run free of cost to the royalty owners through an adequate: oil md p.s scparaiDr of eonvc::ltional type, or 
other equapment•le3St as c:fficicnt, so tb3t all liquid hydrocarbons recoverable from the ps by suc:h IIlC3lU will be recovered. The requir=c:nt that such gas be nm 
through a separ.llll" or other equipment may be waiYed in writing by the royalty own= upon sue!! tcnns and conditions as they presc:ibc.. 

. . (B) NON PROC""....SSED GAS. Royalty on any ps (including flared gas), wbic:h is def!Jled as all bydroc.arbcns and gaseous subsun~ 110t defined 
as od 1n subpanpph (A) above, produe::d from any weU on SOlid land (c::cccpt as provided ben:in with respect tops pro=sed in a plant for the cxtractioa of 
&=line, liquid q,froc:.:ubon.s or other products) shall be 3/1 6 part of the gross produc-Jon or the market value the:eot; Ill the option of the 
owner of the soil:.- the Commissioner of the GcncaJ Land Offic:.:. such value to be based on the bi&hest marlcct price paid or offered fot :as of comparable quality ia 
the ic:neral = -.lic:re produced and when nm, or the ifOSS _?rice paid or offered to the producer, wh.ic:hevc:r is the gre:u.er. provided that the maximum pressure base 
in mC3Suring t.he 1JS under this !case s!WI oct at my time c::c=d 14.65 pounds per S4UMe inc:h oabsolutc, and the standard ba:s.C ten~ shall be sixty (60) 
degre.es F:lhren.bd. eo=tion to be made for pressure a.cccrding to Boyle's Law, and for specific gravity acuJrtling to teSts made by the Balance Method or by the 
most approved mdlod of testing being used by the: industry Jt the time of testing. . • 

(C) PROCESSED GAS. Royalty on any gas p=ssed in 1 gasoline plant or other pl3nt for the recovery of gasoline or other liquid hydrocatbons 
shall be 3/16 part of the residue gas and the liquid hydrocarbons exttac--cd or the mancc:t value thac:of; at the option of the 
owner of the soil~r the ~mrnissioner of the Ge."leral Land Office... All royalties due herein sball be based on one hundred pc=t (100%) of the total plant 
pro<h.:ction of rcsifile gas anribut:lble tops produ~d from this le:uc:, and on flity pc:r=t (50%), or that percent accruing to Lessee. wbic..'lever is the great.er, of the 
tot.llplant produdcn of liquid hydrocarbons anributable to the gas produced from this le:1Se; provided that if liquid hydroc::1r!x>ns are recovuc:d from gas pro=d 
in a plant in whic:b.Ussce (or its p=nt, subsidiary or affiliate) owns 3J1 interest, then the p=nta.ge applic::lble to liquid hydroc.:ICbons shall be fifty percent (50"/o) or 
the highest pe:-cemacc."lling to a third party proc=ing ~as throug.'l sue!! plant under a pro=ing a~:nc:nt negotiated a1 arm's lc:ngt~'l (or if ~ere is no su~ third 
pany, the higbe:stpc,..-nt the:~ being specified in processing J.V"-~c:nts or cont:ra.c:s in the indus tty), wh.ic.'IC'Ver is the g;re:w:r. Tbe respec:ive royalties on residue g3.S 
and on liquid hyd=carbons shall be determined by I) the highest marlcct price p.Ud or offc..-ed for any ps (or liquid hydroc:lri:ons) o f comparable quality in the 
general area. or 2)the gross pric: paid or offered for such rc:sid~.:e 6.3.S (or the we!ght::d av::rage gros.s ~lling price for the rc:sp=tive grades ofliquid hy~ns). 
whichever is the ~r. In no C'Vc:n(, however. shall the royalties payable under this paragraph be less than the royalties whic.'l would have been due had the gas not 
been pro"ssed . 

. CD> 013E..~ PRODUCTS. Royalty on <=bon blac", sulphur or :t.ny other produc::s produc;d or manuf:u::ured from gasJ,~P.ting liquid hydrotarbjlns) 
whet.'ler s;ud gas lz. •casing..,e:ld, • •dry; or :t.ny other gas, by lhc:jonating, burning or any other pro=ing shall be . 3 16 p:ut of :he 
gross production cdsuch products. or the market value thereof; :It the option of the owner of !he soil or the Commissioner of the Gcne:-al Land Office, sue!'! Oll"'ke~ -: 
va.lue to be deterniiled as follows: I) on the basis of the highest market price of each product for the same month in which sue. '"I product is p roduced. or Z}'tln tlto: • 
basis of the ave~ p-oss sale pric: of c:lC..Ij product for the same :no nth i.n which such products a.n: produced; whichever is the ~- • ~- • 

•••• • fi • 

S. MINMUM ROYALTY. During any year after the expir.Uion of the primary t::nn of this lease, if this lease is maintained by production, the •royaftft:s 
paid under this lez in no event shal I be less than an amount equal to the total JMual delay rc:nt.ll herein provided; otherwise, there sluill be due and payable of! or 
before the last dayofthe month succ=eding the armiv=ary dare of this lease 3 sum equal to the total annual rental less the =unt of:oyalties p.Ud during.~~ • • • 
prec:ding ye:1r. 1!?3r.~pph .3 of this le:r.se does not spcc:fy a dc:lay rental amount,· then for the pllfJlOSes of this paragr3ph, the delay re::tal amount shall be tlfte • 
dollar (SI.OO) per~ 

6. ROlAL r ( IN KIND. Norwithsunding :t.ny other provision in this lc.:1Se, at any time or from time to time, the owner o f the soil or the CommissiPner 
of the General Lani Office may, at the option of either. upon not less tha., s ixty (60) days noti~ to the holder of the lease, require that the ?'lymc:nt of any lllnlges 
ac:::ruing to suc!l ny.Uty owner under :his lease be made in kind. The owner of the soil's or the ~mmi.ssicner of the C..:ner:U L3nd Offi~'s right to talc: id Rl\if in 
k:nd shall not d.inlilisb or negate: the owner of the soil's or the ~mmi.ssionc:r oft!le Gc::e..~ Land Office's rights or Lessee's obligatioc.s, whether express •r implied. 
under this le:r.se. : • • •! • 

7. NOJEDt:CTIONS. Us.see agrt:c:s that 3.11 royalties acc:uing under this I= (including those pa.id in kind) shal l be ":Vithout deduction for the cost of 
produc:ng, gatherirg, storing, se;1arating. trc:uing. de..l)ydr:uing, ~mprc.ssing. processing, tr...nsporting. and otherwise miling the oil, ~and other productS · 
hen:ander rc:l.dy fll' sale or u.se. Lessee agre'"..S to compute and pay royalties on the gross valu~ re~ived. including any reimbursements for sever.111cc toues and 
production rel:uedcosts. 

8. PLA'IT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this le:r.sc:'s proportionate sh:= of any fuel u.sed to . 
process ps producd hereunder in My processing plant. Nor:withsunding any other provision of this le:J.Sc:, and subject to the written conse:1t of the ownerofth~ soal 
and the Commiss:cner o f the C..::1eral Land Office, t.esse: may ~cycle gas for gas lift pu17oses on the le:J.Sc:d pre:nises or fo r injection into 311Y oil or g:J.S producang 
fonnJ.tion und: rlyil:g the le:a.sed premises :uler the liquid hydrocarbons contained in the ps have bc:n removed; no royalties shall be payat:le on the recycled gas 
until it is produc::d3nd sold or u.sed by Lessee in 1 manner whic:!'l entitles the royalty owne..rs to a royalry under this le:1Sc:. 

9. ROYALTY PA YMEYTS A."ll REPORTS. All royalties not t:lken in kind shall be p.Ud to the Commissioner oft.he Gc:Je:<il Land Offic: ou Austin, 
TexlS, in the follo~ting manner. 

Payment ofroyiry on production of oil and gas shall be as provided in t.'le rules se: forth in the T:~as Rc:gist:::. Rules curr::1tly provide that royalty .on oil is :ue 
and must be rec:h:d in the General Land Offi~ on or before the 5th day of the second month suc~'"'e:iing the month ofprod~c-.ion, a.,d COY_alty on g:a.s IS due. 311 the 
must be received mt.'le General Land Offi~ on or be fo re the 15th day o f the second month succe:dmg the month ofproducuon. ac::omp3n1ed by the affidavat ?~ f 
owner, mana.g:r orother authorized a.gent. completed in the form a.nd manner prescribed by the General Llnd Office and showing the &fOSS amount and disp?Sill~". 0 

all oil J.nd gas pro !heed and the market value of the oil and gas . together w ith a copy of aJl docume:us, records or reportS confirming the gross production. diSpOSIUon 



and marltet value includinc ps meter readinp. pipeline reeeipu, ps line receipts aod ocher cbec:la or memormda of amoUDt produced and pu1 into pipelines, t3nb. 
or pools and cas lines or ps storqe, ud any other reports or =Ids which the General Uad Office may require to verify the p-ass production., disposition aod 

' marlcct value. In all cases the authority of a manaau or qent to act for the U:ssee herein must be filed ill the GcoenJ Ulld Offic::e. Eac:h royalty P-rment sbll be 
accompanied by 1 check stub. schedule, SUI1:1ImiY or ocher remittance advice sbowin& by tbe assipcd Gcnual Lmd Office lease number the amount of royalty be inc 
paid on ear;h lease. ICLc:ssc:e pays his royalty oa or befOR thirty (30) days alter ihc IV)'alty ~ 'W'IS due, thai Lessee awes a penalty of S% on the royalty or 
$25.00, whichever is pater. A royalty paymc:Dl which is ova- thirty (30) days late shall KCNe a penalty of 10% of the royalty due or $25.00 whic:be?cr is &rca&a-. 
In addition to a penalty, royalties shall accrue iDterut at a rate of 12% per year; such illllere:sl will beciD accruinJ when the roy2lty is sixry (60) days oV'Crduc.. 
Am davits and supportinJ documents which are not filed when due shalJ iDcur 1 penalty iD m amo11111 set by the General Land Oflic:e administtati~ rule whic:h i.J 
effective on the date wbcu the affidavits or supportinJ documents were due. The Lc::ssc:e shall bur &II responsibility for payiD& or c:ausin& royalties ID be paid as 
prescribed by the due due provided bcrein.. Paytnl:moftbe delinquc:nq penalty shall in DO way opcnm to prohi'bit the State's ri&htof(orfejt:ore as provided by law 
nor act to poS1pOne the dare on which royalties were oriJin.ally due. The above penalty provisjoo:s sll.all DDt apply ill cases of tide dispun: as to the SWe's portioo of 
the royalty or to !bat portion of the royalty in dispute as to fair market value.. . . 

10. (A) RESERVES, CONTRACTS AND OTiiER RECORDS. Lessee shall 11111ually tunUsh the Cornmissiooc:r of the GenenJ Land Office with 
its best possible estimate of oil and cas I"C:SCC'VCS uodertyiDJ this lease oc alJoc:ablc to this lease md shallftuuish said Commissioner with CQpies of &II c:ootncts IInder 
which &as is sold or proc:essed and all subscqueut ~ aod amendments to suc:h CQOttxU within thiJty (30) days after c:nterin& inlo or maldnc suc:b COIItl'acts, 
agreements or ame:ndroents. Such c:onlrar:ts md IIJ"CCD1CD1S wben received by the CicDerai l.aDd Office shall be bdd ill confidcna: by the Genen1 Und Ofliee unless 
otherwise authorized by Le:ssce.. All oc:ber c:octn1ct1 md records pc:rtaillinc to the productioa.lrmSpOrtadon. sale and IIWkl:tin& of the oil and ps ptOdueed oa said 
premises. illcludina the books and IIXOW1tS, receipts IDd di.sc:harges of aU wells. tm1cs, pools. IDdl:rS, md pipeli.oe:s shall 11 all times be subjec;t to ~ llld 
examination by ~ Commissicincr of tbe General Lmd Office, the Attorney General, the Govemor, or the repre:sentative of any of them. . 

(B) PERMITS, DRILLING RECORDS. Written ootice ohll operaions oo this lease shall be submitted to die Commissioner of the GcncnJ 
Land Omce by Us.scc oropcralOr five (S) days before spud date, wotlcover, re-entry, temporary abandonment or plu& and abandonment of any well or wells. Such 
written notice to the General Lmd Office shall include copies of Railroad Commission fonns for application to drill Copies ofwelltcsu, oompletioo reports ·aruJ 
pluuinc rcporu shall be supplied to the General Land Offic:e at the time they arc filed with the Tens R.ailroad Commission. All applic:alions, permits, reports or 
other filinp that ~ference this lease or my specific weU oo the leased premises aod that are submim:d to the Texas IUilroad Coaunission or my other govemmcntal 
acency shall include the word "Stale" iD the tide. Additionally, iD ~c:e with IWlroad Commission !Uies. any si&na&e on the leased premises for the purpose of 
identifyin& wells, tanlc batteries or other associated improvements to the lmd must also include the word "Stille. • Lc.see s.ha.ll supply the Gencnl Land Office with 
any ~c:ords. memoranda, KCOUIIU, reports. cuttinp md cores, or other infonNrloo relative to the opcntioa o( the above-described premises, wbic:h may be 
~quested by the Gencn1 Land Office, ha addition to those herein expressly provided for. Lc:s.see shall bvc an elec:tric:al and/or Bdioactiviry survey ma.dc oa the 
bore·hole section, from the base of the surface casing to the total depth of well, of all wells drilled oo die above desc:ribed premises and shall transmit a true CQPY of 
the lo& of ea.c:h survey on ea.c:h well to the General Ulld Office within flftcen (IS) days after the makin& of said swvey. 

(q PENAL TIES. I...c:ssee shall incur a penalty whenever reports, documents or other materials are aot filed in the General Land Office when 
due. The penalty for le filing shall be set by the General Land Offic:e administrative !Uie wbic:h is etrec:tiYe on the date when the materials were due iD the Gcner.l1 
Land Offic:e. ; 

II . DRY HOLEICESSA TION OF PRODUCTION DURING PRIMARY TERM. U: 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 then:on. or iC during the primary term he~o( and a&r the discovery and aaual produc:tion of oil or 
cas from the leased premises such produc.tioo the~f should c:casc from any c:ausc, this lease shall oot tmninate iCon or before the cxpiralion of sixty (60) days from 
date ~f a"mpletion of said dry bole or c:cssation of production Lessee c:ommc:oces additiooal drilling or n:woricinc operations thereon,. or pays or teDders the next 
anNJ~ • clay rental in the same manner as provided in this lease. U: durin& the last year of the prinwy tmn or within sixty (60) days prior therdo, a dry hole be 
complete~ and abandoned. or the production of oil or cas should c:ease for any cause., l..c:s$ec's ripts shall remain in lUll force and effect without fut1ber operations ,,, .... 
un.., 111~~iration of the primary term; and if Lessee has not resumed production in payin& quantities 3l the expiration of the primary term, Lessee may maintain t!iis 
lea.se"by conducting additional drilling or reworicing operations pursuant to Paragraph 13, usinJ the expiration ofthe primary tam as the date of cessation of 
production under Paragnph 13. Should the first well or any subsequent well drilled on the above described land be CQmpletcd as a shut·in oil or cas well within the 
prilli~~ hereof; Lcssce m:ay reswne payment of the annual rental in the s:ame manner :as provicled herein on or before the rental paying da%c following the: 
expir!tidb'"of sixty (60) days from the dale of completion of such shut·in oil or gas well and upon the wlun: to nWcc: such payment, this lease shall ipso fac:to 
tcnninatc. lf at the expiration of the primary term or any time thereafter a shut·in oil or gas well is locatecl on the leased premises. payments may be made in 
acc:ordanc:e with the shut-in provisions hereof: 

• 
• • • elf. DRJU.ING AND REWORKING AT EXPIRATION OF PRIMARY TERM U: at the expiration of the primary tenn, neither oil nor ps is being 

produeadoon said land. but Lessee is then engaged in drill in& or reworking o per:uions thereon. this lease shall remain in force so long as oper.uions on said well or for 
drill in& or n~M~orkin& of any additional well are proscc;utcd in good faith and in-workmanlike manner without iotenuptions totaling more than sixty (60) days during 
any M•sM' operation. and if they re3ult in the production of oil and/or gas, so long thcreaft.cr as oil and/or cas is produc:ed in paying quantities from said land, or 
payment of sbut·io oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION. DRILLING. AND REWORKING. U: after the expiration ofthc primary term. production of oil or ps from the leased premises. a.ftu 
once obtained. should cease from any ~e. this lease shall not ~~:rminatc if Lessee c:ornmcnces additional drillin& or reworking operations within sixty (60) days 
after such cesntion, and this lease shall remain in full force and etfec:t for so long as suc:h oper.Wons continue in good faith and io worlonanlilce maMCT without 
interruptions totaling more than sixty (60) days. If such drilling or reworicin& operations =ult in the production of oil or gas. the lease shall remain in full forc:c and 
effect for so long as oil or gas is produced from the leased premises in pay in& quantities or payment of shut·in oil or gas well royalties or payment of c:ompcnsatol')' 
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well a.s a dry hole.. the lease will not 
terminate if the Lc.sscc commenc:es 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 Us.see continues drilling or reworking operations in good faith and in a worlcmanlilce manner without intutuptions totaling more 
than sixty (60) days. Lessee shall give written notic:e to the General Land Office within thirty (JO) days of any c:cs.sation of production. 

14. SHUT· lN ROYAL TIES. For purposes of this par.Lgraph. "well" means any well that has been assigned a well number by the state: agency having 
jurisdiction over the production of oil and gas. I C. at any time after the expiration o( the primary term of a lease that. until being shut in, was being maintained in 
force and etfec:t, 1 well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable 
production fac ilities or lack of a suitable marlcct. then Lc.ssee may pay as a shut-in oil or gas royalty an Jmount equal to double the annual rental provided in the 
lease, bur not less than Sl,200 a year for each well capable of producing oil or gas in paying quantities. I(Pa.ragraph 3 of this lease does not specify a delay rental 
amount. then for the purposes of this pang.raph. the delay rental amount sh3ll be one dollar (Sl.OO) per ac:rc. To be effective, eac:h initial ·~I!Jti5Walty 

.IT BEARS THE 6lAL a THE COUNTY~ 
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must be paid on or before: (I) the expiration of !be primary tum, (2) 60 days after !be Lessee ceases to produce oil or &as from the leased premises, or (3) 60 days 
after l.c$see C:O~IC11:S a drill in& or rcwcfking opcntion i.o accordance with the lease provisioos; whic:hever date is latest. Such payment shall be made ooc-half(l/2) 
to the C~mnussaoner of the General Lmd Office IDd one-half(l/2) to the owner of the soil. If !be shat·iD oil or p.s royalty is paid, the lease shall be coasidc~ to be 
a prod?ctn& lease and the payment. shall extend the rem of the lease fur a period of one year from the end of the primary term. or from the first day of the month . . 
followm&the mouth i.o which ~a ceased, md, after that, if no suitable production facilities or suitable maric.et for the oil or &&Sexists, Lessee may enend the 
lease for four more suc:c.cssive periods of one (I) your by payinz tb.e wnc amount cadl year oa or before the crpintioa of exh shut-in year. 

lS. COMPENSATORY ROYALTI.ES. 11; durin& the period !be IC2SC is lttpt in effect by payment of the sbat-iD oil or gas royalty, oil or psis sold and . 
delivered in payi!lc quantities from a weD loeated wilhia ooc thousat~d (1,000) feet of the leased premises aad C001pl~ iD the same produc:inc reservoir, or ia my 
case in which draiaaJe is occurring, !be ricf!t to coa.ti.ouc to maintain lbc lease by paying the shut-iD oil or ps royalty shall cease, bat the lease shall remain e~· 
for the remainder oftbc ynr for which !be royalty bas been paid. The Lessee mzy maintain the lease for four more suo::essivc yean by Lcsscc payinz competwrory 
royalty at the royalty razc provided iD !be lease o!lhc m&rUt value ofprodu!;tion from !be well =in& the drainage or which is anuplct:d iD the same producin& 
reservoir and within one tbougnd ( 1,000) feet of the leased pn:mises. Tbe compensatory royalty is to be paid monthly, ooc:-half(l/2) to the CoiiU'Ilissioaer of the 
General Land Offic:c and one-half (1/2) to the owner oflbc soil. bqinaing oa or before tb.e last day oflbc month foUowing the monlb i.o which lbc oil or psis 
produccd from the well causing the drain3&e or mat is comp~ in the same produci.og reservoir and located wilhia ooc: thousaad (1,000) feet of the lea1ed premises. 
If the compensarory royalty paid ia any 12-moa!b period is ia aa amoaot less than the annual sbat-i.o oiJ or gas royalty, Lcsscc sba.ll pay m amo1111t equal to tbc 
diff= withiD lhirty (30) days &om the end of !be U-moodl period. CompemaWry royalty paymentS whic:h an: DOt timdy paid will acauc penalty aad interest iD 
accordance with ~h 9 of this lease.. Nooc: oftbcsc provisioDS will relieve~ of !be obliptioa of reasonable development nor tbc obligation to drill offset 
wells as provided ia Texas Natural Resources Code 52.173; bowever,ar !be detamina.tion of !be Commissioner, and with the Com.missiona's written approval, !he 
payment of compc:n.suory royalties caa satisfy the obliption to drill offset wells. 

16. RETAINED ACREAGE.. Notwithstanding any provision of this lease to lbc cootrary, after a well producing or capable of producing oil or gas has 
been completed oa the leased premises, Lessee shall c:xrn:isc the diligence of a rc:asonably prudent opcntor iD drilling suc:h additional well or wells as may be 
reasonably n~ for the proper development of the leased premises aod in marketing the production thereon. 

(A) VERTICAL In !be evcat this lease is in force aod effect tw1l (2) years after the ~iratioa dare of the primary or extended term it shall then tcnninate 
u to all of the leased premises, EXCEPT (I) 40 aacs surrounding each oil well capable of producing i.o paying quantities and 320 ac:n:s surrounding exh ps well 
capable of produciag iD paying quantities (iacluding a shut-in oil or &as well as provided in Paragraph 14 hereof), or a weD upon which Le:ssce is thea engaged in 
continuous drilling or reworking operations, or (2) the number of acres included i.o a prodiiCing pooled llllit pursuant to Texas Natural Resources Code 52.1 SI­
S2.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proraiion llllit for cacl1 such producing weD under the rules 
aod regulations of the Railroad Commission ofTc:xas, or any SUCl:CSSOr agenc:y, or other govemmcnta..l authority having jurisdiction. If a.t any time a.ftc:r the dfec:tive 
date of the partial termination provisions hereof; the applicable field rules are chmged or the :>¥ell or wells locartd thereon an: reclassified so that less acreage is 
thereafter allocated to said wciJ or wells for production purposes, this lease shall thereupon terminare as to all acreage not thc:=lfter allocated to said well or wells for 
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered ha'cby, Lessee shall nevcrthelcs.s continue to have the right of 
ingress to and egress from the lands still subject to this lease for all pwposes described ia Paragraph 1 bercot; together with easements and rights-of-way for existing 
roads, existing pipelines and other existing fa.:iJities on, over and across all the lands descn"bed in Paragraph I hereof rthc: retained lands"). for access to and from the 
retained lands and far the gathcrin g or traruport.3tioa of oil. gas and other minerals produced from the retained lands. 

(B) HORIZONTAL. I.n the c:vcat this lease is io foa= and effect twQ (2) years a.ft.cr the cxpir.Won date: of the primary or extended term it shall further 
tenninale as to all depths below I 00 feet below the total depth drilled (bereina1tc:r "deeper depths") iD each well located on acreage: retained i.o Paragraph 16 (At • • • • 
above, unless on or before two (2) years after the primary or extended 1erm L.c:sscc pays an amount equal to one-half (112) of the bonus originally paid as • • • 
consideration for this lease (as specified on page I hereof). If such amount is paid. this lease shall be: in foa= and effect as to such deeper depths. and said • •: • • • 
termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced ia paying quantities from such decpc:r d~ • • 
covered by this lease. • 

••• 
(C) IDENTIFICATION AND FIUNG. The surface acreage retained hereunder as to each weU shall, as nearly as practical, be: in the fonn of a sq~ .JtJa • 

the: well located in the center thereof; OT such other shape: as may be approved by the Commissioner of the General Land Office.. W ithin thirty (30) days a.ftc:r partial 
termination of this lease as provided hcrein.l.c$see shall execute and record a release or releases coota.ining a satisfactorY legal description of the ac:rcage 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 fcc: prescribc¥! 
by the General Land Office rules ia effect on the c!ate the release is filed. If L.c:sscc fails or refuses to execute and record such release or releases within ninety~ • 
days after being requested to do so by the General Land Office:, then the Commissioner 3! his sole disaction may designate by written inscrumc:nt the a.cte3SC:·~i' • 
depths to be released hereunder and record such instrument a.t Lc:ssc:c:'s expense in the county or coun.ties where the lease is loc:ateU aod in the official rccords11fthe 
Gc::=ral Land Office and such designation shall be binding upon Lessee for all purposes. : • • •: • 

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be paid, under this lease shall relieve I.= of his obligation to prolect 
the oil and zas under the above-described land from being drained. Lessee, sublessee:. receiver or othcT agent in control of the leased premises shall drill as many 
wells as the facts may justify and shall usc appropriate means and drill to a depth accc:ssary to pteYc:nt undue drainage of oil and gas from the: leased premises. In 
addition. if oil and/or ps should be produced in commercial quantities within 1,000 feet of the leased premises. or ia any case where the lcasc:d premises is bc:in& 
drained by production of oil or gas, the Lessee, sublessee, recciver or other agent in control of the leased premises shall in good faith be: g in the drilling of a well or 
wells upon the leased premises within 100 clays after the drainin& 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 starutoey offset obligation may subject this lease and the owner of the 
soil's agenc:y 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 sta.o..Jtory pararneteT'S satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE l'vWEURE. If, aftu a good faith ~ffort, Lessc:c: is pteYented 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 leJ.Sed premises by reason of war, rebellion, riots. strikes, acts of God, or 
any val id order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee 
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be: extended while Lessee is prevented, by any such caiLSe, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premisc.s. However, nothing in this parayaph shall suspe~d the . 
payment of delay rentals in order to maintain this lease in effect during the primary tenn in the absence of such drilling or reworking operations or producuoa of oil 
or gas. 

A 
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19. WAR..RA.'ITY CLAUSE. The owner o f the soil w:ll'Tallts and :lg!l:es to defend title to the lc::o=d premises. If the owner of the soil defaults in 
paymenu owed on the leased premises, then Les.see auy redeem the rig.bts of the ilwner of the soil in the kascd pranises by pay inc ar.y mortpge, ~~or other r 
on the leased premises. IfUs.see nukes payments oa behalf o f the ownc:r o f the soil under this parauaph.. Lcuce rnzy recover the cost of thC3c payments froiD th lens 
reaw and ro~tic:s due the OWDCT of the soil. e 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the awncrofthe soil awns less thm !be entire undivided surbcc estate in the above 
~esaibed land, whether or not Lessee's inter"C3t is specilied hen in. then the roy:J.IIic:s and rental ~in provided to be p&id to the OWTIC:' of the soil shall be pa.id to him 
Ill the propilrtlOD wbicb his intcrc.rt be.vs to the entire andivided surface estate :ltld the royalties and rcnw herein provided to be paid to the Commissioner of the 
General Land Offia: of the Sta.tc of Texas shall be liUwise prop<lrtionatcly redll(;(:d. However, before Less= adju.su the royalty or rental due to the Coaunissionc:r of 
the Genenl 1..3nd Office, ~e or his wthoriz:d rcpr=t:ltive must submit to the Commissiooer of the Gcncr.LI Lmd Office a wria:cn statement which aplains the 
discrepancy between the intcrc:st purporwily le:lSCd under this lease and the aaua.J: interest owned by the owner oftbe soil The Commissioner· of the Gener.d Land 
Office shall be pa.id the value of the whole production allocable to any undivided interest not CQVercd by a lease. lc:ss the proportionate dcvelopm.e:u and production 
con allocable to suc!1 undiv ided inten:st.. However, in no event shall the <Ammis.sioner of !he Gc:nc='aJ Lmd Office receive as a royalty on the gross production 
aliOClble to the Wldivided intcrc:st Dilt leased an amount lc:ss than the value ofonc-si.xteenth (1/16) ofsuc:h p-oss.produc:tioo. 

(B) REDUCTION OF PAYMENTS. l( during the primary tz:rm, a portioa of !be land ~vercd by this lease is included within the bouncbric:s 
o( 1 pooled unit that h:u been approved by the School L.md Board and dlC owner of the soil in a.cx:crdana: with NaDJnl R.csow=s Code Sc1:1ions S2.1S l-S2.1S4 or 
U: u :~~~y time afta the expiration of the primary tenn or the cx=ded tcm1, this lease covct3 a I= number of acres than d:le tow amount dc:saibed herein. ' 
payments thu arc made on a pet :ICl'C basis hcr=der shall be reduc:d XU)rding to the ownba of=s pooled, rei~ 3Un'Cidcrcd, or otherwise .scveml, so that 
paymc:1ts determined oo a pet acn: basis under the t.c.rnlS of this lease darinc the primary term shall be c.alcul&D:d bzscd upoa the number of a.c:rc3 ouuide the. 
boundaries of a pooled unit, or, if 3..1'\cr th.c expi.ra.tion of the primary t.crm, the number of a.c:rc3 a.au.ally retained and covered by this lease. 

21 . USE OF WATER. Lesue shall have the right to usc w:1t::t' produced on ~d land n=ury for opcntiom under this IC.J.Se except wucr from wells or 
tank.s of the owner of the soil; provided, bowcvcr, Lessee siWI not usc potable water or wa.tcr suitable for livc:stocJc or irriprioo purposes for wataflood operuions 
w ithout the prior consent o f the owner of the soil 

22. AUTHO RlZED OA..\-iAGC.S. Les.see shall pay the owner o f the soil for damagC3 c:wscd by its opcntions to all personal property, improvements, 
livC3tock 10d crops on said land. 

23. PIPELINE DE?rri. When requested by the ownCT of the soil ,~ shall bwy its pipelines below plow ck;>th. 

14. WELL LOCATION LIMIT. No well sh3ll be drHJed ne= than two hun~d (200) fi::t to any howe or barn now on said ;nemis= without the 
writt:n consent of the owner of the soil. 

25. POUt.rrlON. Io dJ:Veloping this 1rc:1., ~ee sh:ill usc the bighc:st degree of= illld all proper s~eguardl to prevent pollution. Without limiting the 
foregoing. p<lllution of coast:ll wetlands, na.tur:ll wate:-;vays. riv= :~~~d impounded w.uer shal l be prevented by d:le w e o f conuirunent fac:JitiC3 sufficient to prevent 
spill1gc, se:pagc or ground wat"'r coatamina.lion. In the ~ent ofpollutioa., L.e;sje:: s.h3ll w e J.ll m= at its disposal to I'C"...lptun: all CSc::lpCd hydro~bons or ctllcr 
po!luum :111d shall be resp<>nsiole for all d:unage to public and priv= propc:ties. Lessee shall build and JDa.int.lin fen= around its slush., sump, and dr:lin:~ge pia 
and tank: baaeria so as to protect livenodc :~gainst loss, dam1ge or injury; and Upiln completion o r abandonment of any weU or wells, Les.s::: shall fill :111d level all 
s lush pits and cellars and com plete!y cle:IJ\ up the drilling site o f all rubbish thereon. Lessee sh3ll. while conducing opcr:1Cons o n the lezcd premises, k:cr,~ sa.id 
pr~st¥.7ee of all rubbish., c::ms. bo!Lies, pap<:T cups or prbage, and upcn completion of opentions shall rc:store the .surtLc: of the IJ.tld to as near its original 
corltijc!~d contOUil :lS is prxticable. T3nlcs and equipment will be kept painted and p=nl:lblc. 

•••• • • • • :6. REMOVAL OF EQUIPME'IT. Subject to lirruwioa.s in this patagr:qlh.. Lcsse: shall have the right to remove machine:y and flXtUrCS placed by 
Lcs.sce.on the le;ucd premises, including the right to draw :~~~d remove c:J.Sing, within one hun~d twe::IC}' (110) days after the expir:u.ioo or the tcrmin:uion of this 
lease un~e;s the owner of the soil gr.~~~ts Lc:s.sce an extension of this 110-day period. However, Lessee may not remove casing from 3tl)' we !I c;~pable of producin, oil 
and cam jllYing qu:~~~titics.. Additionally, L:s.sc: may not draw and remove easing until :1ftcr thi.rty 00) d.zys written oolic:: to the Commissioner of the C-rne:al 
Lu!d t)fl'lc: :111d to the owner of the soil. Tole owner of the soil shall become the owner of any m.ac.iinery, fixtures, or QSing which= net timely removed by Lessee 
un<!e r the terms of this p:uagraplt. 

• 21. (A) ASSIGNMENTS. Under the conditions cont:lined in this parJ.gr.lph and P31'1lgl"3Ph 29 of this lease, the rights illld es~ of either pltty to this 
lease.rll;ti~3S.Signed, in whole or in part, and the provisions o f this le:lSC shall extend to and be binding Upiln their heirs, devisees, leg:U reprcsenu.tives, successol'3 
and il.SJi~ However, a change or division in ownership of the land, rc."lt.als, or ro~ties wiU not enlarge the obligJ.tioas ofLessc~ diminish the rights. privileges 
~d. c_;~ ~tL::ssc~ impair the effectivene~s o f any payment made by ~ee or impair th~ ctr:c:ctivcnc:ss of any ac:t performed by Us.sc:. ~d ~o chan~e or 
dJVUJO• 1n o~ersh1p of the land. rcnl:lls. o r royalties shall bind L~e: !"or any purpose un ul thirty (JO) days 3..1'\cr the ownc::- of the soil (or l\ls he~n, devLSeCS, legal 
represenl:lliv~ or assigns) furnishes the Lesse: with S3tisf:~.ctory written evidence of the change in owr.emup. including the original recoreed munimcnts of title (or a 
ce:"!i lied copy o f such original) when the ownership changed be=e of a conveyanc::. A total or partial assignment of this lease shall, to the extent of the intereSt 
assigned, relieve: and discharge Lessee of all subsequent obligltio ns undCT this leilSe. If this le3Se is as.sig11ed in its entirety as to only part o f the acre:1gc, the ri&ht and 
op t ion to pay rentals shall be apportioned 3$ bc:we:n the se veral owners liU.lbly, according to the M'C3 of each, and rulure by one or more o f them to pay his share of 
the renuJ shall not Ufect this I elSe on the part of the land upon whit.i pro r.U3 reou.ls Jrc timely paid or tendered; however, if the 3S.Sig:nor or lSSig:ne: does net file a 
c:::-:ificd copy ofsuc11 ilSsigr.ment in the: Gcnc:nl Land Office before the next reoul paying date, the ctirc: lease shall tcnnin~ for fai lure to ?:IY the entire rent:J.I due 
under Pilr.lgnph 3. Every lSSignee shall suc:eed to all rights illld be subject to :111 obligltions, liabilities, and pcnaltiC3 owed to the Swe by the original lessee or UIY 
prie r lSSignee of the leilSe, including :~~~y liabilities to the Sute for unpaid roy3lties. 

(B) ASSIGN ME-IT LIMITATION. Norwithst:lnding illlY provision in Plr.lgTJph 27(3), if the owner of the soilJCquire.s this lease in whole or in part by 
ilSsipment without the prior wrinen approv.U o f the Commis.sionCT of the Genei"JJ Llnd Office. this le3Se is void u of the time ofas.sig:unent and the Jgency power 
of the owner may be forfeited by the Commissioner. An usignmcnt will be treJted ilS if it were rnilde to the owner of the soil if the 15.Sig:ne: is: 

(I ) 1 nomine: o f the owner o f the soil ; 
(2) 1 ~rporltion or subsidiary in which the owner of the soil is a principal Stockholder or is an emplcye: of such a c.::rpor:uion or subsidivy; 
(3) a partnersh ip in which the: owner o f the soil is a partner or is 10 employee of such a partnel'lhip; 
(4) 3 princip3l stockholder or employee of the corporation which is the owner o f the soil; 
(5) 1 partner or employee in a partnership which is the: owner of the soil; A.CERT1F1ED COPY 
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(6) a fiduciary for the owner of the soil; i.ac:luding but not liDUted to a guardian. trustee, executor, ad.ministnlor, n:~ivo:r, or conserva~or for !he 
owner of the soil; Of' 

(7) a family mcm.bcl" of the owner of the soil or related to !he owner of the soil by marriage, blood, or adoption. 
28. RE!..EA.SES. Under the ccnditions contained in this paragnph znd P3r:lgr.lpa 29, Le:s= mzy at any time c::x..-c-.lte :md deliv=- to the owner of the soil · 

an~ pla~ of recort 1 relc:= or rele= covc:ring any portion or portions of the lcasc:d premises, md ~by .surreodc:r this lase as to suc.h portion or portions, and be 
rel1eved of all subsequent obligations as to aaeagc: surrenden:d.. If any part of this lease is properly sum:Ddc:red, the delay rental due under this !c:ase shall be~­
by the _proportion fla.t the sum:ndered ac:-....age be::!n to the ac:eage which W3S cov=d by this lease immcdia.ttly prior to such surrender; llowevc:r, suc.h release will 
not reheve Us.see of any liabilities whic!l may h.ave accrued unda this lease prior to the~ of such :IIC"C3ge. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigDCd oc released. such assignment or release must be recorded iD 
the councy where llc land is si!llatcd, :md the =rded instrument, oc a copy of the recorded inst:rt=I ~ed by the County Clci of the county iD which tl!c: 
instrument is I'C'"...QrUd, D'liiSt be filed in the General Land Office within 90 days of the last cx=tioa date accompanied by the smsaibed filing fee. If any sucb 
assignment is not .so filcl, the rights acquin:d unda this lease shall be subje1:t to forfci~ at the option of the Commissioner of the Genetal Land Office.. 

30. DISCLOSURE CU.. USE. All provisions pertaining to the: lc::lSC of the abovt:-dcscnOcd land have: bc:n in~ludcd in this instrument. including the 
st::Uemc:at of the tnz conside:a.tioa to be paid far the =oruon of this lease md the rights and duties oftbe pazties. ArJy coiW:cral agreements concerning the 
dcvelopment of oil md 'as from the l=d premises which are not contained in this lease rc:ndc:r this lease invalid. 

31. FlOOCIARY DUTY. The owner of the soil owes the State: a fiduciary docy and must fully disclose: any W:ts affcctin~ the: SLate's intc:n:st in the leased 
premises. When the interests of the owner of the soil conflict with those oftbc State., the owna of the soil is oblig:~~rd lD put the State's ini.Cl:StS before his pc:nOIIa.J 
interests. 

32. FORfEITURE. If Lessee shall fail or refuse to make the payment of any sum within t:!Wty day3 after it becomc:s due, or ifl..c:ss« or an authorized 
agent should lcnowi:gly make any false :l:tum or false :eport coace!"ning production or drilling. oc if L= shall fall or refuse to drill any otls<t well or wells in 'ood 
faith a.s required bylaw and the rules and regulat!ons ldopted !:ry the Com.missionc:r of the C-ener.IJ Land Office, or ifLe:s.se: should fail to file reportS in the mann=­
required by law or liil to comply with rules and reg-Jl:uions promulgatc:d by the C-encnl Land Offi~ the Scl'lool Land Bo3J'd, or the !U.ilroad Commission, or if 
~~should refuse. the ?toper authority ac::es.s to the records pe:rt:l.ining to opc:r:uioru, or ifL= or a:n anthoriz<:d J.gent should lcnowingly fail or refuse to give 
com:ct iniormation " the proper authority, or lcnowin&Jy fail o r refuse: to furnish the General l..l.nd Office a correc: log of any well. or if Lessee: shall knowingly 
violate: any of :he mllerial provisions of this leJ.Se, or if this le:l:Se is :LSSigned and tbe assignment is :lOt filc:d in the Gene: raJ Lmd om~ as required by law, the rights 
acquired under this lc-:lse shall be subjc:a to forfeiture by tbe Co=issioner, and he sha.IJ forfeit same wben suffieie:1tly informed of the facu whic!l authorize a 
forfe illll'e, and when forfeited the area shall again be subj= to l~e under the~ of the Relinquishment Act. Howc:ver, nothing herein shall be construed as 
waiving the autom:U:C te:mioaLion of this lQSc: by operation of law or by rc:asoo ofarry S!=C~al limitation wing h=undc:r. Forfc:iturc3 may be set aside and this · 
lc:J.Sc: and 3.11 rights tl:::-:-:under rein.swc:d be:ore tl"'e :ights of :mother intervene upon sallif:lc:cry c:Yidence to the Commission= of !he: C-enen..l Land Offic: offuruk 
compliance with the: provisions of the law and of this lease: and tbe rules and regulations !bat may be aeopted relative be.-eto. 

JJ. LIEN. In :le:ordanc= witb Texas Narural Resoom;::s Code: 52.136, the St:11e shall have a tim lien upon all oil and ga.s produced from the area c:>vered 
by this lea.se to secure paymc::'lt o f all unpaid royaJty :u:d other sums of moocy that may bec::lmc: due Wlder Ibis le:l.Se.. By ~=~of this :c::::tSe, L.::ssc:c: gr.mts !he 
State:., in Jddition In lhe lien ;:rov!~ed by Tc:-...as ~:ut:r:LI Resourc:s Code: 52.136 and any other applicable surutory lic::t, an :::cprc.ss co~ lien on and security 
interest in all leased rninen..ls in and =c-..::d from the leased premises, all proceeds which may accrue to Lessee from tl'le sale of suc.'llc::uc:d minerals, whelher suc.'l 
proceeds are held by Lessc:.: or by a third party, and all fixtures on and improvc:ments to the le=~ pr=iscs used in connection with the production or proc::ssA(:g .. • 
such lea.sc:d mine::Us in order to secure the: payment of lll royalties or other amounts due or to bec:cr::e due under this lea.se and to secure payment of any damag•J or• 
loss that Lessor may suffer by =on ofL=e: 's b='l of any covenant or c:cndition of this le:lSe, whe:hcr c:xpre.ss or lmplicd. This lien me! security in teres~. 
foreclosed with or without court proc..~dii:g.s in the mannc:r provided in the Tide I, Chapter 9 of the Texas Business and Commerc: Code:. Lessee agrees that~e • • 
Commissioner may require L:ssce to e:xecuo: and =rd such instruments as m;1y be reasonably n=sary to aclc:lowledge, aaa.c.'l or perfc:c: this lien. Lessee hc::ety 
represents that there an: no prior or supuior liens arising from and relating to Lessee's activities upon the above-described property or from Us.sc::'s acquisitiQif 8~ • • 
this lea.sc:. Should the Commissioner at JDY time de:ermine th31 this represen.ution is not true, thc::1 the Commissiona may declare this lc::lSC forfei ted as provi~ • 
hc:n::m. 

34. POOLING. L:ssc:e is here!ly granted the right to pool or unitize the: royalty interest of the: ownc:r of the soil under this lea.sc •Nith any other leasehQ!d 
or mineral interest for the exploration, devc:lopment and production of oil or gas or either ofthc:m upon the same tams as sh:lll be lpproved by the School Lanol. • • 
Board md the: Commissioner of the: General Land OEic= for the pooling or unitizing of the interest of the: State undc!" this le= punu:xnt to Texas Natur.11 Rc!Qil/W• 
Code 52.151-52.153. Tne owne:" of the soil agrc:::s that the inclusion of this provision in this lc:= satisfies the c::xc:c-.Jtion requirements stat.ed in Tc:xa.s Natupl 
Resources Code: 52.152. : • • •! • 

35. rNDE\-fNITY. Lessee her:by reJQSes and discharges the SL:Uc: ofTeus aEd the owner of !.he soil, their offic:.rs, employC"'..s, partners, agents. 
con t.r.lctors, subcontract~ guests, invitees, and their respective successors and 3SSigns, of and from all and any actions and c::wses of action of every nature. or othc:r 
h:IIT!I, including environmental hann, for whic.'l =very of damages is sought, including. but not limited to, alllosse:s and ex;x= which are caused by the 
activities ofL~~ its offic::-s, employ~. and agents wing out o~ incidenLJ.I tD, or rc:;ulting from, the operations of or for I..csK: on the: leased premises_ . 
hereunder, or that may arise out of or be oc::asionc:d by Lessee's bre:1c.'l of 31lY of the: termS or provisions of this Ag7eement, or by arry othe~ negligent or stnctly ha.b!e 
act or omission of Lessee. Further, Lessee h=by agrees to be liable for. c::xonc:~. indemnify, dc:"end and hold harmless the SLate ofTcxas and the owner of the: SOil, 
their offic:rs, employees and :~.gents, their suc=ors or assigns, ag:Linst any and all clainu,l ia.bilitics, losse:s, damages, actions, prnonal injury (inc luding dtalh), 
costs and :xpensc:s, or other harm for whic!l recovc:rJ of damages is sought, under any theory including tort, contnct, or stric! liabilicy, including anomc:ys' fees md 
other legJJ expe:1ses, including those related to e:wironrnenul haurds, on the lc::ued premises or in my way related to Lessee's failure to comply with any and all 
environmental laws; those lris ing from or in any way related to Lessee's opc:r.uions or any other ofLesse:'s 3.Ctivitic:s on the lc:asc:d premises; those lrising ~m 
Lessee's use of the swfac: of the lea.sc:d p~mises; and those that may arise out of or be occasiond by Lesse:'s breac.'l of my of the terms or provisions of this . 
Agreement or any other act or omisSion of Lessee, its directors, officers, employees, partners. 3.ge:1ts., contr.lC".ors. subcontr.lc:crs. guests, invitees, and thc:ir respccuvc: 
suc~ssors and a.ssigns. EJch ass ignee of tl: is Ag:re:mc:nt, o r an in te:-est therein. agrees 1n be liable fer, c:oner.uc:, indemnify, defend and hold harmlc:ss the: St3tC: of 
Tex:lS and the owner of the soil, their officers, employees, and agents in the same manner provided above: in connection with the: Jc:ivities o f Lessee, its offic::~ 
employees, and Jgents J.S desc:ibed above. EXCEPT AS OTHERWJSE EXPRESSLY LIMITED HEREIN, ALL OF THE fi''DDlNITY OBLIGATION 
A.~D\OR LIABILmES ASSt:MED u?iDER THE TIR.'rt.S OF THIS AGREEME.'ff SHALL BE WITHOtJT LIMITS A.'iD WITHOtrf REGARD TO RTY 
TH:E CAUSE OR CAUSES THEREOF (EXCLL'DJ'NG PRE-EX ISTING CONDmONS), ~cr LIABILITY, OR TH'E NEGLIGE."iCE Of AJ'<Y PA 
OR PARTIES (INCLUDING THE NEGLIGE:-;CE Of THE L'o1lE~FIED PARTY), WHETHER SUCH NEGLIGE:-;CE BE SOLE. JOil'H, 
CONCURREXT, ACTIVE, OR PASSI"YE. 



. 36. ENVIRONMENTAL HAZARDS. I..c:ssc-e .shall use !he: highest dc:~e o(= and all rc.sonahlc: s:afcruatcb to pt'C'Vtnt conumilwio~ or poUutio ~ ·. 
2ny e.nvli'OnmcutaJ mcdiwn. including soil. surface wuc:.rs, poundw2.1cr, sedimentS. and .surfa= or subsurface stnt:a. ambiCDt air or :any other c:zMrorunc:~ lllC~ 0 

• 

ia. on, or under, !he lc:a.scd premisa, by any W3.Stc:. polluunt, or c:cntaminant. L.c:.suc: shall oot brin& or pc:nnit to rc:ma.in on the: lc:a.scd premlscs :any asbestos wn 
c:onuining aw.criah. explosives. toxic: maurials, oc subswl~ rei1Jlatcd as ha:urdo!D w:ute:s, hzz:udous aw:c:rials. haz;ardoiD subswlc:es (u \be 1c.rm '"Hzz.udeus 
Substance:• is defined in the Compreh=sivc: Environmental Re3pons.:, Compensation and Labili ty Aa {CERa...A), 42 U.S. C. Sc:ctioas 9601. c:tsc:q.). or toxic 
subsunc:es under arry (edenl. stlte., or IOC3! bw or rqulzlioo ("Hzz:lrdoiD Mucrials"'), cxu-pt onfm.ary pt"Cducts c:cmmoaJy u.sc:d iD coiUIICa.ioo with oil and ps 
exploration and development operations and not"ed ill the: usual au.nn.cr ;and quantities.. LESSEE'S VIOLATION OF THE FOREGOING PROHIBmoN 
SlULL CONSTITlTTE A MATDUAL BREACH AND DEFAULT HC:Rl:tJND£RA.'"D I.E.SSEE SHALL INDEMNIFY, HOLD BAR.\II.ESS AND 
D EFL'ID THE STATE OF TLXA.S .A.'l'D nn: OWNER OF TilE SOIL FROM AND AGAINST ANY CI.An1S. D.A.'\i.AGES, Jt/DGMDIT5. PENAL TU:s, 
LIABILrrn:.s,A.'fD COSTS (INCLUDING R.EA.SONABU:ATTOR."(EYS' FEES .AND COURT COSTS) CAUSED BY ORARlSING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROmBmON OR (D) THE PRES~O:,RELLASE. OR DlSPOSAL OF .A.'N HAZARDOUS MATI:RLu.s ON. 
UNDER, OR ABOUT TilE LEASED PRL~ES DURING LE.SSEE'S OCCUP A."(CY OR COl'ITROL OF THE LEASED PR.E.~ES. LESSEE SHALL • 
CLEAN UP, RE.\ofOVl:, RE.\iEDY "'-'"D REP AIR A.'N SOIL OR GROUND WA n:R CONl" A.\llNA TIONA."(() DA.'dAGE CAUSED BY THE 
PRES~CE OR RELEASE OF A.'fY H.AZARDOUS MA T£RlALS IN, ON. UNDER. OR ABOUT THE LEASED PR.DOSES DURING LESSEE'S 
OCCUPANCY OF TBE LEASED PlU::'\fiSES IN CONFOR."f!ANCE WITH TilE REQt.:nu:.'\ll:NI'S OF APPUCABU: LAW. THIS 
IND£.\ofMFICA TION A."(D ASSUMl"TlON SHALL APPLY, BUT IS NOT LIM1TI:D TO, LIABILITY FOR RESPONSE ACTIONS UNDERT ~ 
PURSUA.'IT TO CERCI.A OR ANY O'T'BER ENVIRONM!:'n' AI. LAW OR REGULATION. LESSEE SHALL IM:.\a:DIATE.L Y GIVE Tin: STATE OF 
TEXAS AND THE OWNER OF TH!: son.~ NOTICE Of ANY BREACH OR SUSPECTI:D BREACH OF THlS PARAGRAPH. UPON 
l.LAR."(ING OF THE PRESL"(CE OF ANY RAZAlU>OUS MATERIALS. OR UPON RECE.tVING A NOTICE FROM A."'(y GOYER.~'TAL · 
AGE."(CY PERTAINING TO HAZARDOUS MATElUALS WHJCH MAY AFFECT THE l.L\..SED PR.I:'rUSES. THE OBLIGATIONS OF LEsStr 
HEREUNDER SHALL Sv"RYIYE THE Del" IRA TION. OR E.A1U.ll:.R TI:R.\ollNA TION. FOR ANY REASON. OF THIS AGR.EL\fi:"'T. 

37. APPUCA.BLE LAW. This lc:asc is issued under \be previsions ofT cas N:uur:al R.c:so= Code 52..171 throu&h 52..190. c:cmmonly lcnowu u the 
R.efinquishmcnt Aa, and oth.cr appliablc: sun.n.es and ~dments lhcn:to, and if any provision iD this I= does cot c:caform to rhc:se s=tcs, the stalUtc3 wiU 
prevail over my noncanforminc IC3SC provisi.oas. 

33. EXECUTION. ThiJ oil md gas lase: must be signed lnd xbowlcdged by !he: L::s.s= bc:Iorc it is filed of:-ecord in the: c:cunty =rds and in tJ\c: 
C-c::nc.r:l.ll:lnd Offic.: of !he: Sur.c: o(Tc=s.. Oac:: \be tiling re-qui=nents found iD P:Jngr:1pll 39 of this IC3SC horvc: been Jarisfied, the ctrc:ctivc: d3Lc: o(tbis lease lhall 
be !he: d:ue found on ?a&c I. · · 

39. LEASE Fll..ING. Pursuant to Chapc.c:- 9 o(!he Tc::us Business :md Commc:rc: Code:. this lc::1Sc: must be filed of record in the: oeic: o(the County 
Clmc in any count/ in wbicb all or JnY patt of the l=d premises is loc.ll.ed. and cc:ti.fied copies :hc:rcof must be filed in !he: Gen=U L.:md Oeice. This Jc~ is net 
effective until :a ccnilic:d copy of !his I= (wruch is m:uk and c::nific:d by the: County Clc:rlc from hls =rds) is 5!cd iD the Ge."lcnll:lnd Offic: in ac;;ord:~nc: ..,:t.'l 
Ta:u N:uur31 R.:so~ Code: 52..18J. Additionally, this Jc:ue lhall not be binding upon the: Su.t: u.nlcs.s it recitd !he: :tcnJal Jnd :n:c: ~ruider.uion p:J.id or prcmis~d 
fer accution of this lc:,;ue. The: bonus due the: Sur.c: and the: pn:sc::ibcd filing fe: shall a.ccomp:r.ny suc:b certified copy to !he c~cr31l:lnd Offic::. t 

... 
• • • ••• 
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5Th 7ff TE..US 

BY:~~~/l:;:::.=~~~~.C:~U~~~..t.d.~Ufi 
Indi..-!dually :u~d u ot for !he: Stat.c o (Tc:=s 
C~•o~yn Clark Oat~qn , Trustee of 
o:te:e .. <J , Z. \{ , '1 8 

• •••••• • • 
STATE OF TEXAS 

BY:-:-:--::---:-------------
lndividually and as :~g:nt for !he: Sute o(Tc::us 

D3te: _________________ _ 

STATE O F TEXAS 

~~v-1:-. d:-u-al:-:-ly_;m_d-:-as-:~g_)!_n_t 7fo-r-:th-c:-s=-~--o-:f:::T:-o:-~-----:~ 
the Carolyn Cla r k uatman Trust 

o~: Tax I 

STATE O F TEXAS 

BY:.~~-~--~~~-~~----­
Individual.ly and as agent for the Sutc ofTcxu 

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

A CERTlFlED COPY 
IF IT BE"AFIS Tl1E seAl. OF THE COUNTY~ 
ATnST: (0-5- 9o 

® 



... . •.._ 

STATE OF _________________ __ 
(CORPORATION ACKNOWLEixiMENI) 

COUNTY OF ______________ ___ __ 

BEFORE ME. !he unc!c:mg:ned authority, oa this d.zy pmcnally appc:ared, ____________________________________ _ 

known 10 me to be the pc::so11 wbosc name is SllbscnDcd to the fo~&oi.a& instturaent, as. _ _ _____________ __________ ......;or . - : · .. 

Given under rrry lund md se:al of office ttus tbc. _ _____ cUy or _ _ _________________ _,· 19 ___ • 

Noa:ry Public: i.a md for __________ _ 

STATE OF _ _______________ ___ 
(CORPORATION ACXNOWl.EDGMENI) 

COUNTY OF ___________________ _ 

BEFORE ME, !he undcrsig:ned authority, oa this d.zy pcnon&lly appeared ___________________________ _ 

la!own 10 me to be the ~~~ whose !1aZnC is subscn"bcd to tbe fo~~Qing instn.an.cnt, as. _______________ __________ _ ____ .or 

;:-::-::--=-::-=~----:----:-:--:---:---:-------:--:--:----:----:---:---.------::-:----:--:-.:--md acknowledged 10 me th.:u he cx=ted the: lame 
fo r the purpose 3lld coruidcr.uioa the::"~: in c::qm:sscd, in the c:apac:icy stated, and as the aa ill!d d=d of said c:orpor:uioa. 

Given under rrry hand md sui of office tlili the, ___ ._day of _ _____________ _, 19 ___ . 

SlATEOF _____ T~E~X~A~S~-------

COliNTY OF_.._::Sa=s+m.:...:..~a;:O~--------

Notuy P'.1blie in and :.Or ___________ _ 

••• • • • 
Before: me. the undersigned :~ut.'loricy, oa this day personally 3ppe=d C a r a l y n C 1 a r k 0 a trn an , T r ustee of .. • 

the Carolyn Clark Oatman Trust .·: ... 
lc!own to me to be the pc:.-sons whose: aar:~c.s ~ Sllb.scribe d to the fo~oing instrument. m d acbowle dg::d :o me th.aL they a = ted the s:1.-ne for the ;ll1r,ltlsc.s~d 
consideration the rein c:~pr-...sscd.. • 

Given under my hand and .se:ll o f office this the._.......:.c9~1:....~..:.......;._ ___ d3y of 

JILL TURNER GREEN 
MY COMMISSION EXPIRES 

February 21 , 2001 

--~-,./,, /\ 

STATEOF ___ ~~--~-----,~------

••• 
p-v~.. . 19· .......!q,!..l.._(f ----=·,. • • • 
~~hu.t, ;/J'-fW 

Noury ?-.lblie in 111d for ___________ _ • 
•••• • • •••• 

• 
(n'o"DMDUAL A CiO<OWl.EJXil\I!E'(T) • • • • • • • • 

COUNTY OF_VV\._~ cU_-.....:;:_cu:oa= ____ _ 

Before me, the Wldersigned authority, on this d:~y pCTSonally appc3l"Cd, _ ______ C{=.__::.:4'CJ:..::..,....J-,.--;--..::sJ""""-...IJb_"-.:....::....:.....;=.:~:::...:~-=------
known to me to be !he pe:~ns whose ound ar-: subscribed io the for:goir.g instrumot. and ad=:owledg:d to me tha[ th<:y aecuted the s:une fo r the :?1Jl70SCS :10d 
consider.u.ion the~ein cxpr-..ssed.. 

Given under my hand and se :ll o f office !his the. ___ .J..... _ _ _ day of 

~ MONICA MARLOWE 
f~'(:j{{' \ NOTARY PUBLIC 
·!;. j:J State of Texas 
~r"~+"" Comm. Exp. 10-30-99 

~ 19_ct__:.o __ 

~~~ 
Net:lfY P..1:1~c in llld for ___ __._T_.A(i ___ 6<J ____ _ 



EXHIBIT "A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
AUGUST 14, 1998, BY AND BETWEEN CAROLYN CLARK OATMAN TRUST, CAROLYN CARK 
OATMAN, TRUSTEE, AS LESSOR, AND CLAY JOHNSO , AS LESSEE, COVERING ALL OF 
SECTIONS 29 AND 32, BLOCK 53, PUBLIC SCHOOL LAND SURVEY, CULBERSON COUNTY, 
TEXAS. 

40. Notwithstanding anything to the contrary indicated in Paragraph Three (3) herein this Lease for 
a ll purposes sha ll be considered a fully Paid-Up Oil & Gas Lease. Said Delay Rentals have been paid in 
fu ll with the Bonus Consideration tendered herein. Delay Rental payment was based on a $1.00 per net 
mineral acre per year fo r 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. 

4 1. If, at the expiration of the primary term hereo f, this lease is being held by production or a shut-in 
well pursuant to the terms hereof, or Lessee is then engaged in operations on said land or on lands pooled 
therewith, or Lessee has completed a well as a dry hole or shall have commenced a well within 180 days 
prior to the expiration of the primary term hereof, Lessee agrees to commence a continuous drilling 
program on said lands, or on lands pooled therewith, within 180 days after the end of the primary term 
hereof or with in 180 days after the completion of dri lling operations bei ng conducted on said land, or 
lands poo led therewith, at the end of the primary term hereof, whichever is the later date; and thereafter 
carry on the continuous dri ll ing program unti l al l proration units have been dril led, allowing not more 
than 180 days to e lapse between the completion of one well and the commencement of the next 
succeeding wel l. Shou ld Lessee fail to commence the continuous drill ing program or subsequently defau lt 
in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, 
save and except for the proration un its surrounding each well then producing, capable of producing or 
upon which operat ions are being conducted. The term "proration unit" as used in this paragraph means 

• H any acreage designated as a dri ll ing unit or production unit in accordance with the rules of the Railroad 
• .. • •• • Commission of the State of Texas. Further, the term "commencement" shall mean that point in time when 
• ·· ~" > the pertinent well is spudded and the term "completion" shall mean the date upon which the initial 
• • • pote ntial test report is filed with the Railroad Commission of the State of Texas, if a productive well, or 
,. •• the date of filing the plugging report with the commission, if a dry hole. Notwithstanding the termination 

•. • • • • of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the 
right of ingress to and egress from said land still subject to this lease for purposes described in paragraph 
I hereof, together with easements and rights of way for roads, pipelines and other facilities on, over and 

• ..... across all of the Lands still -Subject to this lease and for the gathering or transportation of oil and gas 
. .... • produced from the retained lands. The so1e liability or penalty for the failu re of Lessee to drill any well or 

... ... : wells required or permittee! in this lease shall be the termination or partial termination of Lessee's rights 
·- • • unde,r the lease as provide.d above. 

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

• •t..• 

OF THE GENERAL LAND OFFICE 10/6/98 

Lease Bonus 

Payment in full of I /2 Lease Bonus Consideration 
due the State of Texas for Paid-Up Oil & Gas Lease dated 
08/14/98 from the State of by Agent Carolyn Clark Oaunan 
Trust, Carolyn Clark Oatman, Trustee, Lessor, in favor of Clay 
Johnson, Lessee, covering All of Sections 29 & 32, Block 
53 , PSL Survey, Culberson County, Texas. 

v~u0 7 96 2 

TITM--J Rt:~URCES, L.P. 
ACQu'I~ITI~~~\I()~IER OF THE GENERAL LAND OFFICE I 0/6/98 

• •I~JI!.j\GON #299:Lease Bonus 
••• 

.... . .... 
• •••••• • • 

Checking Lease Bonus 

Payment in full of I /2 Lease Bonus Consideration 
due the State ofTexas for Paid-Up Oil & Gas Lease dated 
08/14/98 from the State of by Agent Carolyn Clark Oatman 
Trust, Carolyn Clark Oatman, Trustee, Lessor, in favor of Clay 
Johnson, Lessee, covering All of Sections 29 & 32, Block 
53, PSL Survey, Culberson County, Texas . 

002611 ~ 7,084.80 

' I 

7,084.80 

002611 
7,084.80 

7,084.80 
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Gc11cnl Lud Omcc 
RdlaqllisJuaar Act Lusc FonD 
Revised. Septcm~r 1997 

PAID UP 

Oll.AND GAS LEASE 

nns AGREEMENT is made md =cered into this~ day or August 19~ bcrweCil the State ofTexas, actin& by md throup its 

- ~---w~·-w~.~a~a~t~mwaun~.~d~e~awlwi~n~g~illn_h~is~s~s~,~@~~~n~d~B~~~~~P~j~f~a~:aeB~~~;u~~~~~~p~:~Y~T~X~~7~8~6~0~2---
------------------------------------------~~~------~--~------~------------------------~$Udq~ (Give Pamancnt Address) 
ben:in referred to as the owner oftllc soil (whctba one or more), and"----'C~l"'!a~y'-'=".:'J._o~b~n~s~o~n...._~~~----=-=-=---------­
----------------------------------------------~2~0~3~W~.~· W~a~J~l~.~~S~JJ~J~·~t~e~~s~ouOL-------------------~of 

Midland. T X 79701 
(Give Pammcn1 Address) 

hereinafter ailed Lcsscc.. 

1. GRANl"ING CLAUSE. For and in coasideration oftllc amounts st3lcd below md of the covenants md agrec:mcnts to be paid, lcept and performed by 
Lessee under this lease. the State ofTcus actin& by and through the owner of the soil bcrdJy p-mts. leases md leu I.IIUD Lessee, fur tbc sole md only purpose of 
prosp«ting md drilling for and producmc oiJ md ps, laying pipe lines. buil<fmg tmks, sainl oil md building power stll:ioos, tdcpboae lines and ocher stn&ctures 

thereon, to produc:c, snc, take can: o( tn:a1 and tnnspott said products oftllc lease, the foUowin&lmds situated in Culberson Ccunty, Stuc 
ofTc:xas, to=wit 

Block 53, Public School Land Survey 

Section 29: All 

Section 32: All 

containing 1 , 2 8 0 acres, mon: or lc:s:s.. The bonus consideration paid for this lc:sse is as follows: 

••• . . . 
• •• 
•••• • • • •• • 

To the State ofTex.as: Six Thousand Two Hundred Twent y add 80/100-----------
Dollars(S 6. 220 80 ) 

Totheo~aofthcsoil: S ix Thousand T1vo Hundred · Twenty and 80/100----------
Dollar3 (S 6 j 2 2 0 8 0 ) 

Total bonu.s consideratioa: Twe 1 ve T Housand Four ·Hund r ed F orty-one and 60/100 
Dollilr3 cs 1 2 . 4 4 1 6 a > 

The torll bonus consideration paid represents a bonus of.~----F~i:-'f::..;:t'-;:y;--.....,.f_,o,u:o:o..:r ...... :='a ""'n..._d ...... _.N'"'. ,.o"'/""*1~0:-:0~--:-;------------------------_-__ -_-_-
• .. • Dollars (S 5 4 , 0 0 ) per am:, on 2 3 0 , 4 net acres. 
••• 

2. TERM. Subject to the other provisions in this lc~ this lease shall be for a tenn of Five ( 5) years from this date 
(herein called "primary tctm") and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. 
As uscd'ln this lease, the term "produced in paying quantities" means that the receipts from the sale or otha authorized co=ial usc of the subSWJce(s) covered 
cxceeci"M f>C pocket operational cxpcD.SCS for the six months last past. 

~see·~ibit "~" attached for Pd-Up Delay Rental Provision shown as Paragraph #40. 

------------~~~------------------~----~~~~--~--~~~----~~~----~8~ u or its succc:ssors (which shall continue a.s the depository regard.l~ of changes in the owncnhip of 
said land), the amount spcc:iticd below; ition, Lessee shall pay or tender to the COMMISSIONER OF 1lfE GENERAL LAND OFFICE OF TiiE STAlE OF 
TEXAS. AT AUSTIN, TEXAS, a lilce sum on or rc said date. Payments under this parap;~ph sha.JI operate as a rental md shall cover the privilege of defi:rring 
the commencement of a well for one ( I) year from said Payments under this pangrapb shall be in the following amounts: 

To the owner of the soil: _______________ _.:::::...,o:::::--------------"""""::=-----------------------------
Dollars (S 

TotheSuuofT~e-xa.s--. ------------------------~~-----------J 

Dollan (S. ________________________ -""""'=:~ 

TotaJRcntal:.~:=-------~-----------------------------7~~-----------------------------Dollan (S ____________________________ --J 

In a like manner and upon like payment.s or tendcn annually, the corrunencement of a well may be further deferred for succc:ssiv 'ods of one (I) year eacb during 
the primary term. All payment.s or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any assign this lease, and may be 
delivered on or before the rental paying dau:. If the bank designated in this paragraph (or its successor bank) should cease to exist, suspend busm liquida!e. fail or 
be succeeded by another bank, or for any reason fail or refuse to accept rental. Lessee shall aot be held in default for failure to make such payment.s or te of 

• • • • 0 • • 



................. ,.~ m !\ 

..,.jA. - I _.....,A;& J 

. 4 . . , PRdDUCI'fCNltgY';UTIE.S. U~n production of oil and/or gas. Lessl:e ~es to pay or cause to be paid one-half (112) of the royalty 
prov1ded for mitis lease to the Commiss!Pner of the General Land Office of the Stau: of Texas, at Austin, Texas, and onc:-balf(l/2) of such royalty to the owner of 
the: soil: t 

~........., \"l \ 

(A) OlL 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, distila&e, and other liquid hydrocarbons rcc:ovcn:d from oil or gas run thlou&h a sepan10r or other equipment, as hcrcinaftu provided., shall be 

3 I 16 part oftbe gross production or the marlcct value: tbcrco~ at the option of the owner of the soil or the Comrt!Wioocr of the 
General Land Olkc, such value to be dcletmincd by 1) the highest posted price. plus premium, if any, offered or paid for oil, conde~ distilla!c, or other liquid 
hydrocarbons, rqcctively, of a"like type md gravity in the gmcra1 aTCa wbcrc produced and wbcn nm, or 2) the higbc:st marltct price thereof offered ot paid in the 
general area whe:a produced and when run, or 3) the gro53 proceeds of the sale !Jiereo~ whichever is the grcarcT. Less= agrees that before any gas produced from the­
leased P":miscs issold, used or processed in a plant, it wiD be run free: of cost to the royalty owncn through an adc:quatz: oil and gas sc:pararor of conventional type, or 
other equ1pment It least as ctficicnl, so that all liquid hydrocarbons n:covc:nblc from the ps by such means will be recovered.. lbc: requi=ncnt that such ps be nm 
through a separata' or olhc:r cquipm.ent may be Wllived in writing by the royalty ownen upon such tcnns and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any ps [mcluding flared gas), which is defined as all hydrocarbons aud gaseous substances not defined 
as oil in subparapph (A) above, produced from my well oa said land (except as provided bcrcin with respect tops proc:cs.scd in a plant for the: cxtractioa of 
psoline, liquid bJdroc;arbons or othc: products) shall be 3/16 part oftbc: gross produc;tion or the market value thcrco( It tbc: option of the 
ownc:r of the: soil• tbc: Commissioocr of tbc: Gcnc:ral Land Office., such value to be based on the hi &best marlcct price paid or offered foe gas of companble quality iD 
the genc:ral area '*rc produced and when run, or tJic: poS3 price paid or offc:rcd to tJic: producer, whichever is the grca.tcr; provided that tbc: maximum pt'CSSUrC base 
in measuring the ps under this lease sba1l not at my time exceed 14.65 pounds per square in<:h absolute, md tbc: standard base tem~ sball be sixty (60) 
degr=s Fahrcnhc:}; c:orrc:ctioa to be made for pressure ac:cording to Boyle's Law, and for specific~ acccrdin& to tests made by the: Balance Method or by the 
most approved mdlod of testing bein& used by tbc industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas proccssc:d in a gasoline plant or other plant for the rceovcry of gasoline: or other liquid hycfroc.arbons 
shall be: 3/16 part of the: ~idue gas and the liquid hydrocarbons c:xtracn:d or the market value thcrcot; at the option of the 
owner of the soil !I' the Commissioner of the General Land Office.. All royalties due berein shall be based on one hundred percent (1 00%) of the total plant 
production ofresiAJc gas attributable tops produced from this lease, and oa fifty percent (50%). or that pc:rc:cat accruing to Lcssc:c, whichever is tJic: grcaler, of the 
total plant produdi:m ofliquid hydrocarbons aaributablc to the gas produced from this lease; provided that ifliquid hydrocarbons arc recovc:rcd from gas pro=d 
in a plant in whi<:hLcsscc (or its parent. subsidiary or affiliate) owns au interest, then the percentage applicable to liquid hydrocarbons shall be fifty pc:rccnt (SO"Io) or 
the highest pc:rccntaccruing 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 FCCnt thea being specified in processing agreements or contracts in the industry), whi<:hever is the greater. The respective royalties oa residue gas 
and on liquid hydllarbons shall be dctcnninc:d by 1) the highest ma.ricct price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the 
general area. or 2)the uoss price paid or offered for such residue gas (or tbc weighted average: gro53 selling price for the respective grades of liquid hydrocarbons), 
whichever is the gzatcr. 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 gaslqezP.ting liquid hydrocarbons) 
whether saJd gas be "casinghead, • "d:ry, • or any other gas, hy fi"actionating, burning or any other processing shall be: - 3/ 16 pan of the 
gross production "such products, or the market value: thereat; at the option of the owner of the soil or the Commissioner of the General Land Office, such marllet. 
value to be dctcl'll'liled as follows: I) OD the basis of the h ighest market price of each product for.thc same mooch in which such product is producecl, or 2) ontl)e •• 
basis of the: avc:ragJ" gross sale price of cac.'t product for the same month in which such products arc produced; whichever is the greater. • • • • . . . 

• •• 
5. MINMUM ROYALTY. During any year after the expiration of the: primary t.enn of this lease, if this lease is maintained l>y production, the royalqes 

paid under this le311: in no event shall be less than an amotmt equal to the total annual delay rental bcrcin provided; otherwise:, tbcrc shall be: due and payable ~0 ot 
before the last dayQfthc month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during lAc: • • 
pre: ceding year. ICParagraph 3 of this lease docs not specify a delay rental amount," then for the purposes of this paragraph, the delay rental amount shall be: o~; • 
dollar (SI.OO) pc:r ere. 

6. RO'YAL TY IN KIND. Notwithstanding any other provision in this lease, at any time or from time: to time, the owner of the: soil or the Commissiofler 
of the General l.aniOfficc 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 J'il~;lftls. 
accruing to such rayalty owner under this lease be made in lcind. The: owner of the soil's or the: Conunissioner of the: General Land Office's right to take its~ in 
kind shall not dimiaish or negate the owner of the soil'J or the Commissioner of the Gc:nc:ral Land Office's rights or Lessee's obligations, whether express ol!lwli~i-
under this lease. • • 

7. NO DEDUCTIONS. Lcsscc agrees that all ro'yaltics accruing under this lease (including those paid in kind) shall be: '!Vithout deduction for the cost of 
producing, gathcrilg, storing, separating, treating, dehydrating, ~mpressing, processing, ttansporting, and otherwise: making the oil, gas and other products · 
hereunder ready f<11 sale or usc. Lessee agrees to compute and pay royalties on the gross valu~ reccivccl, including any reimbursements for severance taxes and 
production related :osts. 

8. PLAVr FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate shan: of any fuel used to 
process gas produc:d hereunder in any processing planL Notwithstanding any other provision of this le3SC, and subject to the written consent of the owner of the soil 
and the Commiss iancr of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for injection into any o il or gas producing 
fonnation underly.ftg the leased premises after the liquid hydrocarbons contained in the gas have been removed; no royalties shall be payable on the recycled gas 
until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a royalty under this lease. 

9 . ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at Austin, 
Tex as, in the follo"Wing marmer: 

Payment of roy*Y on production of oil and gas shall be as provided in the rules sc:t forth in the Texas Register. Rules currently provide that royalty on oil is due 
and must be recei"'d in the General Land Office on or before the 5th day of the: second month suc~ding the month of production, and royalty on gas is due and 
must be received ~the General Land Office on or befo re the 15th day of the: ~cond month succeeding the month of production, accompanied by the affidavit of the 
owner, manager or other authorized ag-ent. completed in the fonn and manner prescribed by the General Land Office and showing the gross amount and disp~s iti~n- of 
all oil and gas procbced and the market value of the oil and gas, together with a copy of all documents, records or reportS confi rming the gross production. dlspOSIUon 

.... . 
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and mmct value includinc ps meter readings. pipeline receipts. ps line receipts and other c:bcdcs or memoranda ofamouot produced and put into pipelines, bnb. 
ex pools and cas lines or cas storqe, and any olhes- reportS or rec:ords which tbe Generall.alld Otnc:c may require to verify the g:ross production. dilposition and 

' marlca value. In all ~ the authority of a~ or qent to act for the l.A:s.sec bcRin II1IISt be filc4 io the Gcocral Land Office. Each royalty payment slu.JI be 
accompanied by a cheek nub, Khcdule, summary or ocher remittancc advice showiDc by !lie assipcd General Lmd Office lease: number !be amount of royalty be inc 
paid oa exh lease. It Lessee pays his royalty oa or before thirty (30) cbys after the royalty paymem was due, then Lessee owes a penalty of S% on lbe royalty or 
$25.00, whichever iJ pat.cf. A royalty pa)"~Dmt which is over thirty (30) cays late siWJ acaue a penalty or 10% or the royalty due or$25.00 whicbever is parer. 
In addition to a penalty, royalties shaiJ acaue intcre:st at a rate of 12% per year, such inrcrest will tqiD acauioc when the royalty is sixty (60) days OYaduc. 
Affidavits and suppcxtinc documc:nts which are not filed when due .shall incur a penalty in an lmOalll set by tbe Genera.~ Land Offi~ administrative rule which is 
effec:tive on the dall: wbeo tbc atfldavits or supportinc doc;umeots were due. The Lessee shall bur all responsibility for payinc ex causinc royalties to be paid as 
prexribed by the due d&ZI: provided herein. Paymatt of !be deliDque:oc:y penalty shall iD DO -oqy opcr: to prohibit tbc StaU:'s ri&bt of forfeitnre as provided by law 
nor xt to postpone the IWc OD wrucll royalties were ori&iDaJJy due. The above penalty provisjoos shall not apply iD cases of title dispurl: as to tbe State's portion or 
the royalty or to tllit portion or the royalty in ~ as to WI' DWicet n.luc. 

10. (A) RESERVES, CONTRACTS AND Ol1IER RECORDS. Lessee shall lllllllally furnish the Commissioner of the General Land Ofl'icc with 
its best possible estimate or oil and cas re:serva aoderlyinc this lease oc allocable to this lease aad shallt\iroish said Commissioner with copies or Ill conrraas llllder 
which cas is sold or proc:csscd and all .subscquent qree:ma1ts md amendments to such coaiJ'XU widUD thirty (30) days ;aAcr enterinc ioro or m.akinc such~ 
agreements or amendments. Suc:h contrac:ts md agrecmeots when received by the Gcuc:ral Lind Oftice shall be bcld iD confi~ by the General Un4 Office ualc;~ 
otherwise authorized by Lessee. All odlc:r couua:u aad n:a:m1s pe:tainin& to !be productiOD, trao:sportadon. sale and m.arkaing oftbe oil aad ps produced oo said 
pranlscs, includin&lhe boola and ~ reeeipts and discharges or aU wells. l3l1la, pools. IIICflas, md pipelines shall at aD times be subjea to inspettioa and 
examination by tbe Commissioner of the General Land Office. the Anomey Gcoc:ral. the Gaver~~«, or the representative of aoy or them. 

(B) PERMITS, DRlLLING RECORDS. Wriacn notic:e or all operations oo !IUs lease shall be submiUcd to tbe axnmissionerofthe General 
Land Offic:e by Less~ oc opcra1or five (5} days before spud eWe. worlcover, re-calry, temporary abandonment or plug and abandonment of any well or wells. Sucll 
wriac:, notic:e w !he General Lmd Offi~ slWI iDclude copies of!Uilrolld Commission fomu fur applic:atlon to rtrill Copies of well :cstS, c:omp:etioo repons ;M 
plugging reports shall be supplied to the Gc:neraJ Land Offi~ at the time they are tiled with the: Teus Railroad Commission. All applications, permits, repons or 
other filings that reference this lease oc any spec:ific well 011 che leased premises and that are submitted to lhc Texas Railroad Coaunission or any other covemmc:ncaJ 
agency shall include the: word "State" in the title. Additionally, iD ~ce with IUilroad Commission niles. any signage on the leased premises for the purpose of 
identifying wells. taalc bactcries or other associated improvements to the land must also include the word "State. • Lessee shall supply the Geoera1 Land Office with 
any records, memoranda, ICCOUDIS. reports. c:uaing:s and cores. or other information relative to the operation of the above-described premises. whicll may be 
requested by the General Land Offic:e, in addition to those herein expressly provided rex. Lascc: .shall have aa cl~tric:al and/or radioactivity survey made oa the 
bore-hole section, from the base of the surface c:asiDg to the total depth ofweU, of all wells drilled oa the above deseribed premises and .shall transmit a true copy or 
the log of cadi survey on cacb well to the Gc:neraJ Land Offic:e within fifteen (15) days after the malcing or said survey. 

(q PENAL TIES. Le:ssec .shall iDcur a penalty whenever reports, documents or ocher materials are not filed in the General Land Office wben 
due. The penalty for lace filiDg shall be set by the General Land Office administrative rule wbic:h is effective on the date when the materials were due in the Gcnenl 
Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary 11:m1 hereof and prior to disc:tlvcry and production 
of oil or gas on said land. Lessee should drill a dry hole or holes thc~n. or if during the primary term hereof and after the discovery and a.ctual production of oil or 
gas from the leased premises suc:h production thereof should cease from arry c:ausc, this lease shall oot tmninale if on or be: fore the expiration of silay (60) days from 
date 4)( a.mpletion of said dry hole or c:c:ssation of production Lessee commcnc:es additional drilling or reworldnc opcr.Wons thereon,. or pays or tenders the next 
ann~ QQI;y rental in the same I1WUICT as provided in this lease. It; during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be 
com~st&il and abandoned, or the production of oil or gas should cease for aay cause, Lessee's riibts shall remain in full for= and effect without furlhcr operations 
und!.,V~iration ofthe primary term; and iCLc:s:sce has not resumed production in p3)'ing quantities at the expiration of the primary tmn, Lessee may maiotain this 
lease~ conducting additional drilling or n:woricing operations punuant to Paragraph 13, using the expiration of the prirruuy term as the date of cessation of 
pro~~LI under Pi111lgr.lph 13. Should the tim well or any subsequent well drilled on the above dc:saibed land be completai as a shut-in oil or gas well within the 
pri~ !CJftl hereof; Lcssc:e may resume payment oftbe moual rental in the same manner as provided herein on or before che rental paying~ following the 
expir:uion of sixty (60) days from the date of co.mpletion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto 
terminate. lf at !he expiration of the: primary 11:m1 or any time thereattcr a shut-in oil or gas well is located on the leased praniscs. payments may be made io 
accord~~ with the shut-in provisions hc:reot: 

• • • • •1o1. DRllllNG AND REWORKING AT EXPIRATION OF PRlMARY TERM: 11: at tbe expiration of the primary term, neither oil nor ps is being 
produWcrn said I :~rod, but Lessee is thC!l engaged in drilling or n:wooong or-r:Wons then'Oil, this lca.se 3hall remain in force so long as operations oo said well or for 
drilliPJ" ~orking of any additional well are prosecuted in good faith and in- worlcmanlike manner without interruptions totaling more than sixty (60) days during 
any orft: sucll operation. and if they result in the: production of oil and/or gas, so long thereafter as oil and/or gas is produ~d in paying quantities from said land, or 
payment of shut-in oil or gas well royalties ex compensatOry royalties is made as provided in this lease. 

13. CESSATION, DRlLLING, AND REWORKING. U: after the expiration of the primary tetm, production of oil or gas from the leased premises. after 
once obtained. should c:c.ase from any cause. this lease shall not tenninar.e if Lessee commences additional drillinc or reworking opcntions within sixty (60) days 
after such cessation, and this lease shall remain in full force and effect for so long as such opcratiodS continue in good fa.ith and in workmanlike lll3MCt without 
interruptions totaling more than sixty (60) days. IC suc:h drilling or reworlcing operations =ult in the production of oil or gas. the lease shall remain in full force and 
effect for so long a.s oil or gas is produced from the leased premisc.s in paying quantities or paymeot of shut-in oil or gas well royal.ties or payment of compensatory 
royalties is made as provided herein or as provided by law. If the drilling or reworking operations =ult in the completion of a well as a dry hole, the lease will not 
terminate if the Less~ 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 cffett so long as Lessee continues drilling or reworlting operations in good f.Lith and in a worlcmanlilce manner without intcnuptions totaling ~nore 
than sixty (60) days. Lessee shall give written noti~ to the General Land Offi~ within thirty (30) days or any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" me311S any well that has been assigned a well number by the state agency ~vi~g 
jurisdiction over the production of oil and gas. It; at al)y time after the expiration of the primary tern\ of a lease that, WI til being shut in, was being mainwned ~ 
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for laclc of sllatable 
production facilities or laclc of a suitable marlcet, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the 
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must be paid on or befo~ (I) the expiration of the primary tum, (2) 60 days alta the Lessee c:eases to produce oil or cas from the leased Premises. or (3) 60 days 
at\cr Us5ee ccmpletcs a drilling or reworlcing opc:nlion i.a acccrdanc:c with the lease provisioos; whic:bevcr date is lau:st. Such payment shall be made one-ha.lf(l/2) 
to the Commissioner of the Gencnl Lmd Offiee and one·half(l/2) to the owner of the soil. If the shut-iD oil or p.s royalty is paid. the lease shall be ccnsickrecl to be 
a producing lease and the payment shall CXU'Dd the term of the !case for a period of ooc year .from the end of lbc primary term. or fi'om the first day of the month . 
following the month in whic:b produaioo c:asec1. 111d, after thai, if no suitable production ~ilities or suitable marlc.ct for the oil or p:s exists, Lessee may extend the 
lease for foUl more su=ive periods of one (I) year by payinc the same amount each year on or before the expiration of cac:h shut-in year. 

IS. COMPENSATORY ROYAL TIES. 11; durin& the period the lease is k:pl in effect by pa)'TDCI1t of the shut-in oil or g.as royalty, oil or &as is sold and 
deliv~d ~ payiD& quaotities from a wen locaatd witbiD one lhousand (1,000) Ret oflbc leased prc:miscs 111d completed iD the same producin& re3C:rvoit, or iD 111y . 

case 111 whic:b dninage is O<:CUrriog, the ri&bt to continue to maintain tbc lease by paying tbe shut-ia oil Of J1S royalty shall cease. but the lease shall remain effective 
for the remainder of the year for whic:b the royalty bas been paid. The Lessee may nWntaiD the lusc for four more suc=sivc years by Lessee paying COD!petlsarory 
royalty at the royalty rate provided in the lease oftbc market value of production from the well causing the ~e orwbidl is ccmpletcd ia the same producin& 
reservoir and widtin ooc thousand (1,000) feet of the leased premises. The ccmpcnsati)J)' royalty is to be paid monthly, ooc-half(l/2) to the CQaunissioner of the 
General Land Otficc and one-half(l/2) to the owner of the soil, beginning oo or before the last day of the month foUowing the month iD which the oil or gas is 
produced &oal the well causing the draina&e or that is ccmpletcd in the same produc:in& r=voir and locat.cd withiD one tboa5and (1,000) feet o!tbe leased premises. 
I!the compensatory royalty paid in any 12-IDOIUh period is in 111 011110unt less than the mnual shut-ia oiJ ot gas royalty, Lessee shall pay an amo110t equal to the 
difference within thirty (30) days from the C:Dd of the 12-mootb period. Compcn.wory royalty paymcu1S wbic:b arc not timely paid will Katie pc:nalty &Dd interest in 
ac:cordanee with Paragraph 9 of this lcasc. Nooc ofthcsc provisions will relieve Lessee oftbc obliptiOD of reasonable dcvdopmcnt nor tbc obligation to drill offset 
wells as provided in Texas Narural Rcsoarccs Code S2.173; however, at the dctcrminalion oftbc CQmmissioner, and with the Commissionen written approval, the 
payment of compensatOry royalties can satisfy !be obliption to drill offset wdls.. 

16. RETAINED ACREAGE. Nctwithstanding my provL<ion of this le:J.SC to the ccorr.uy, aftct a well pnxfuci.ng or capable of producing oil or gas bas 
becn completed OD the leased premises, Lessee shall exercise the diligenee of a =nably prudent operator in drilling such additional well or wells as may be 
reasonably ~ for the proper dc-relopmcnt of tbe leased premises and in ~~ the production thcrcon.. 

(A) VERTICAL. In the evcnt this lease is in force and eff"' two (2) years after the CXFir.ltion date of the primary or extended term it shall then tcnninatc 
as to all of the leased premises, EXCEPT (I) 40 acres surroundi.ag ca.ch oil well capable ofprodul:ing ia paying quantities and 320 aacs SUITOunding each gas well 
capable of producing in paying quantities (including a shut· in oil or gas well as provided in Paragraph 14 bc:rc1)f), or a wen upon which Lessee is then engaged in 
ccntinuous drillinr or rcworlcing operations, or (2) the numbcrofacrc5 included ia a producing pooled unit pursuant to Texas Natural Resources Code S2.1S1-
S2.1 53, or (3) such grcatcT or lesser number of acres as may thcn be allocated for production pwposc:s to a proration unit for eada such producing well under the rules 
and regulations of the Railroad Commission of Texas, or any successor agency, or other govcmmental authority having jurisdiction. If at any time after the effective 
date of the partial termination provisions bcreo~ the applicable field rules arc changed or tbe ~ell or wells locar.cd thereon an: reclassified so that less aacage is 
thereafter allocated to said well or wells for production putp05CS. this lease shall thereupon t=ninate as to all acreage not the:rc3.fter allocated to said wciJ or wells for 
production purposu. Notwithstanding the tc:rmination of this lease as to a portion of the lands covered hc:rcby, Lessee shall nevertheless continue 10 have the right of 
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph l berco~ together with easements and right:Hlf-way for existing 
roads, existing pipelines and other existing facilities on, over and across all the lands dcscn"bed in Paragraph I hereof ("the retained lands"), f.or access to and from the 
rcuined lands and for the gathering or transportation of oil, gas and other m.incrals produ<:ed from the retained lands. 

(B) HORIZONTAL. ln the event this lease is in force and effect two (2) years after the expiration daLe of the primary or extended tcnn it shall tiJrthc8 • 
terminaiC as to all depths below I 00 feet below the total depth drilled (bcreioaft.c:r "deeper depths") in ea.cb well located on a~age retained ia Paragraph 16 (A). • • • 
above, unless on or before two (2) ye.ars after the primary or cxtt:nded term Lessee pays an amount equal to one-balf(l/2) of the bonus originally paid as • •• • 
consideration for this lease (as specified on page 1 hereof). If such amoWlt is paid, this lease shall be in force and effect as to such deeper depths. and said ! • • • • 
termination shall be delayed for an additional period of two (2) yean and so long therc3ftcr as oil or gas is produc:cd in paying quantities from such deeper depths. 
covered by this lease. • •• • • • 

(C) IDENTIFICATION AND FTLING. The surface ila'C3ge retained hereunder as to each well shall, as nearly as practical. be in the form of a squMe• wldl 
the well located in the ecnter thereo~ or sucll other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days aftu partial 
termination of this lease as provided he:rcin. Lessee shall c:xecute and reccrd 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 Gulcral Land Office, accompanied by the filing fee prcscri~d 
by the General Land Office rules in effect on the <!ate the release is filed. lf Lessee fails or refuses to execute and record suc:b rele3Se or releases within nine~~~f • 
days after being requested to do so by the General Land Office, then the Conuniuioncr 3t his sole disaetion may designate by wriacn instrwncnt the a.cre:1ge \!tel~ 
depths to be released hereunder and rcc:crd such i.o.s=cnt at L=e's c:xpense ia the county or counties where the lease is located and in the official rccordf~\~i. 
General Land Office and such designation shall be binding upon L=e for all purposes. • • 

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect 
the oil and gas under the above~esaibed land from being drained. Lessee, sublessee. =iver 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 ps should be produced in commercial quantitia within 1,000 feet of the leased pn:misc:s, or in any case where the leased premises is bein& 
drained by production of oil or :as. the Lcssce. 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 producmg 
in commercial quantities and shall prose~:ute 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 Gcno:ral Land Offic:c and with his wriaen approval may the payment of 
compensatory royalty under applicable starutory parame!CTS satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If. attcr a good faith ~frort, Lessee is prevented from ccmplying with any c:xprcss or implied covenant of this lease, from 
conducting drilling operations on the leased premises. or from producing oil or gas from tbe leased premises by reason of war, rebellion, riots, Strikes. acts of God. or 
any valid order, rule or regulation of government authority, then while so prevented, Le.s:sce's obligation to comply with such covenant shall be suspended and Lessee 
shal I not be liable for damages for fail \lie to comply with such covenanlS; additionally, this lease shall be extended while Lessee is prevented. by any such cause, 
from conducting drilling and reworking operations or from producing oil or gas from the leased prcmisc.s. However, no thing in thil paragnph shall suspc~d the . 
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or rcworlcing operations or producuon ofod 
or gas. 



19. WARRANTY CLAUSE. The owner of the soil W31TV1ts and ~es to defend title to the !cased premises. If the ownCT of the soil defaults in 
_ payments owed on the leased prcm.iscs, then Lcslcc ~redeem tbc ri&hts of the owner of the soil in the lnscd pn:miscs by pay inc any mortpge., taxes or other licas 

on the leased premises. lfLcslcc makes payments on behalf of the owner of the soil uodcr this paragraph, Lessee 1D3Y recover the cost of tbc:se payments froa1 tbc 
rental and royalties due the owner of the soil. 

20. (A} PROPORTIONATE REDUCTION CLAUSE.. If the owner of the soil owns less thm die entire undivided swfxc csta1e iD tbc above 
described land, whether or not Lessee's interest is specified hcn:io. then the royalties and rental herein provided to be paid to the owner of the soil shall be paid to hixn 
in the proportion wbic:b his intucst beals to the entire undivided surface csw.c and tbc royalties md rental bueiD provided to be paid to the Commissioner of tbe 
General Land Office of the Star.c ofTcxas shall be likewise proportionately reduced. However. before l..csscc adjuus the royalty or rcntal due to the Coauni.ssioner of 
the General Land Office, Lessee or his authorized representative must submit to the Commissioocr of the Gcoera1 Lmd Office a writtt:n statc:mcnr whieh explains the 
discrepancy between the interest purportedly leased under this lease and the Ktual interest owned by die owner of !be soil The Commissioner of the GeocnJ Land 
Office shall be paid the value of the whole production allocable to any UDdivided interest not covered by a lease..lcs.s the proportionate dcvelopmcnr and productioo 
cost allocable to such undivided iotcrest. However. in DO event shall the Commissioner of the Gc:ncnl Lxld Office receive as a royalty on the gross procfuc:tion 
allocable to the undivided interest DOt leased an amount less than the value of onc-sixtuntb (l/16) of such cross-production. 

(B) REDUCTION OF PA Y?.IDrrS. l~ during the primary c=n, a portioa of the land covered by this lease is included within the boundaries 
of a pooled unit thallw be= approved by the School Lmd Board and the owner o(lhe soil in a.c:c.ordana:witb Natural Resources Code Scttions S2..1.SI-S2..1S4, or 
if; at any time after the expiration of the primary tezm or the cxta~dcd term. this !case coven a lesser number of XTCS than the total amount desc:n"bcd hcrci11. 
payments that arc made on a per KTC basis hcmmder shall be reduced accordinc to the number ofac:res pooled, released, surrendered, or otherwise .severed, so lbat 
payments detmnincd on a per aae basis under the terms of this lease darinc the primary tenD shall be calculated based upon the number of acres outside the. 
bouncbries of a pooled unit. oc. if a.fter tbc expiration of the primal)' term. the number of aaes aaually retained and covered by this lease.. 

21 . USE OF WA TElL L:ssu shall have the right 10 usc water produced on said land occasary for operations under this lease except wa~A:r !rom wells oc 
tanks of the owner of the soil; provided, however, Lascc shall oot usc potable Water or water suitable for livctock ot irricwon purposes for watcrllood operations 
without the prior consent of the OWDct of the soiL 

22. AUTHORIZED DAMAGES. Lessee shall pay the ownCT of the soil for damages caused by its opcnrions to all personal property, improvements, 
livestoclc and crops on said land. 

23. PlPEUNE DEPlH. When requested by the ownCT of the soil. tess« shall bwy its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled nearcT than two hundred (200) feet to any bouse or bam now on said ~without the 
written consent of the owner of the soil 

2S. POLLlJTION. In developing this area. Lessee shall usc the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing, pollution of coasul wetlands, natural waterways, riven and impounded wu.ter shall be prevented by the usc of containment facilities sufficient to prevent 
spill age, seepage or ground wat .. r cootam.ination. In the event of pollution. Lessee shall use all means at its disposal to recap lUre all escaped hydro<=bons or otllcr 
pollutant and shall be responsible for all damage to public md priv:m: properties. Lc.s.see shall build md maintain fences around its slush. sump, and dr.l.inage pits 
and tank batteries so as to protect livestoc:lc against loss, damage or injwy, and upon completion or abmdonmc:nt of any well or wells. Lessee shall fill and level all 
slush;ifi jlld cellars and completely clc:IJl up the drill inc site of all rubbish thereon. Les.scc shall. while conducting opcr.ulons oo the leased premises, keep said 
prertusas.p of all rubbish, cans. boalcs. paper cups or prbage., and upon completion ofopc.ruioas shall restore the surf.aa: of the land 10 as ncar its original 
condition and contoars as is prxticablc. Tanks and equipment will be kept painted and presentable. •••• • • • 

• • 16. REMOVAL OF EQUIPMENt". Subject to limitations in this ParacraPh. Lessee shall have the right ID remove lllal:hinery and fixtures placed by 
Lessee flo the le3SCd premises, including thc right to draw and remove casing. within one hundred twency (120) days after the expiration or the termiruuion of this 
leas~ ~M~e owner of the soil grants Lcslce an extension of this 120-day period. However. Lessee may not remove easing from any well capable of producing oil 
and g:a ill flaying quantities. Additionally, lessee may not draw and remove cas inc until after thirty (JO) days written notice to the Commissioner o( the Gencnl 
~d Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures.. ot easinc which arc not timely removed by l.c:ssec 
under the terms of this puagraph. 

•• •)~. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the ri&hts and esbles of either patty to !his 
lease •11¥1t'.c. assigned. io whole or in part. and the provisions of this lease shall ex~cnd to and be binding upon their hein, devisees, legal rcprcscnwivcs. successors 
and assigns. iiowcver, a change or division in ownership of the land, re!1tals, or roy3lties wiU not enlarge the obligations of Lessee.. diminish the rights, privileges 
and c/tliH o:tessee.. impair the effeajveness of any payment made by Lessee or impair the effectiveness of any act pczformed by Lessee. And no change or 
division in ownership of the land. rcntall, or royalties shall bind Lessee Cor any purpose until thirty (JO) days after the owner of the soil (or his heirs, devisees, legal 
reprcsenwivcs or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded munimcnts of title (or a 
certified copy of sueh original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shail, 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 acre:~~e.. the right and 
option to pay rcnlall shall be apportioned as between the several owners ratably, according to the area of exb, and failure by one or more of them to pay his slwe of 
the rental shall not affect this lease on the part of the land upon which pro rata rentals arc timely paid or tendered; however, if the assignor or assignee does not file a 
c:erti lied copy of such assignment in the General Land Office before the next reo tal paying daLe, the entire lease shall tmninatc 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 Sw.c: by the original lessee or any 
prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENr LIMITATION. Notwithstlnding any provision in P3t3gr.1ph 27(a). if the owner of the soil acquires this lease in whole or in patt by 
assignment without the prior written approval of the Commissioner of the General Llnd Office, this lease is void as of the time of assignment and the agency power 
of the owner may be forfe ited by the Commissioner. An assignment will be treated as if it weTC made to the owner of the soil if the assignee is: 

(I) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in ·which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a patttlersbip in which the owner of the soil is a partner or is an employee of such a patttlership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; 
(S) a patttler or employee in a patttlership which is the owner of the soil; 



(6) a fiduciary 1M the owner of the soil; including but DOt limited to 1 J~Wdim, trustee, executor, administrator, receiver, or conservator for the 
owner of the soil; or 
(7) a bmily member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

23. RELEASES. Under the conditions contained in this paragraph md Pangrapb 29, l..cssec may at any time execute and deliver to the owner of the soil · 
md place of record a release or releases coverin& any portion or portions oftbe leased premises. aad tbcrcby SUI'Tmder this lease as to Sllch portion or portio liS, and be 
relieved of all subsequent obligations as to acreage sun=dercd. If any part of \his lease is property S\ln'CDda'cd, the delay rental due under this lease shall be reduc:d 
by the proportion llw the surrendered acreage bears to the acreage which was covered by this lease immedialely prior to such sum:ndcr; however, such rei~ will 
not relieve Le:s.see of any liabilities whic:h may have acaued under this lease prior to tbe SUITCDdcr of suc:h aaeage. 

29. FlUNG OF ASSlGNMENTS AND RELEASES. If all or any part of \his lease is assi~ oc released. such assicnznent or release must be recorded in 
the county where the land is siDJa:cd, aad the recorded instrument, or a copy of the recorded instrument ccnitied by the County Clcrt of the county in which the 
instrument is recorded. IIUI5t be filed in the General Lmd Office within 90 days of !be last excc:utioa daD: aa:ompanied by tbe prescribed filing fee. If any such 
assignment is oot so filed. the rights acquired under this lease shall be subje-ct to forfeiture at the option of the Olmmissionc:r of the General Land Office.. 

30. DISCLOSURE CLAUSE. All provisions pettainins to the lease of !be abo~·dc:scribed land have b«n included in this instrument. including the 
stW:mcnt of the tnle Qlnsideradoo to be paid for the CXCQJtion of this lease md the ri&hts and dvties of the parties. AtJy coiWeraJ agreements Qlocemiog the 
de-velopment of oilmd &as from the leased premises whlc:h arc not Qln!aioed in this lease render this lease invalid. 

31. FIDUCIARY Dl.ITY. 1lle owner oftbe soil owes the State a fiduciary duty aod must lWly disclose any facts~~ the State's in~ in the leased 
premises. When the interests of the owner of the soil c:Qnflict with those of the State, the owner of the soil is oblig:sted ID put the: State's intt=sts before his penonal 
interests. 

32. FORFEITURE. If Lessee shall fa.il or refuse to rnalce the payment of my sum within thirty days after it bec:Qmes due, or ifl..es.see or an authoriz:d 
agent should knowillgly rnalce any false return or false: report concerning production or drilling. or if Lc:sscc 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 Olmmissioner of the Genc:ra.l Land Office, oc ifl.essc:e should fail to file reportS in the manner 
required by law or fail to comply with rules and regulations promulgated by the General Land Office., the School Land Board. or the Railroad O>mmis:sion, oc if 
Lessee should refuse the propc authority access to the records pertaining to operations, or ifLc:ssec: or an authorized agent should lcnowingly fa.il or refuse to give 
com:ct information to the proper authority, or lcnowingly fa.il or refuse to furnish the General Land Office a correct log of any well or if~e shall knowingly 
violate any of the material provisions of this lease. or if this lease is assigned and the assignment is DOt filed in the General Land Office as required by law, the righiS 
acquired under this lease shall be subjca to forfeiture by tbe Commissioner, and he shall forfeit same wben sufficiently informed of the facts which authorize a 
forfeii!Jre, and whcn forfeited the area shall again be subject to lease under the tJ::rms of the Relioqaishment Act. Howe-ver, nothing b.ercia shall be construed as 
waiving the automatic lamination of this lease by operation oflaw or by reasoo of any special limitation wing hereunder. Forfeitures may be set aside and this 
le= and all righiS thereunder reinsw.ed before the rights of another intervene upoa satisbctory 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 tha! may be adopted relative hereto. 

33. UEN. In accordance with Texas Narural Resources Code 52.136, the Sta.e shall have a tim lieu 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 acccpWice of this 1=, Lessee grants the 
State, in addition to the lien provided by Texas Narural Resources Olde 52.136 md any other applicable starutory lien, an express contra.ctual lien on and security 
interest in all leased minerals in and extracted from the leased premises, all proceeds which may acaue to Lessee from the sale of such leased minerals, whether /P. 
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 processlhJ of • 
sucb leased minerals in order to secure the payment of all royalties or other amounts due or ID becoroc due under this lease and to secure payment of any damages•or • 
loss that Lessor may suffer by reason of Lessee's brcac.'l of any covenant or Qlndition of this lc:JSC. whether express or implied. This lien and security interest .ia; ~ • 
foreclosed with or without Qlurt proceedings in the manner provided in the Title 1. Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that 3,c: • • 
Commissioner may require Lessee to execute and rceord such instruments as may be reasonably ~ ID acknowledge. ~ or perfect this lien. Lessee here!Jy 
represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-desaibed property or from Le:s.see's acquisitiqp•ot • • • 
this lease. Should the Olmmissioner at m y time determine that this rcprcsen.talioo is not true. then the Commissioner may dcclar: this lease forfeited as provi~cf • 
hen: in. 

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 leasehoki 
or mineral interest for the explor:uion, development and production of oil or gas or e ither of them upon the same terms as shall be approved by the School L~j • • • 
Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natur:ll ResaiiC4S • 
Code S2.J 5 l-52.1 53. The owner of the: soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natu181 
Rcso~mes Code 52.152. : • • • : • 

35. INDEMNITY. Lessee beTeby releases and discharges the State of Texas aEd the OWliCI' of the soil. their officers, employees. partners, agents, 
contractors, subcont:nct~ 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~ on the lea$ed 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. exonera!C, indemnify, defend and hold lwmless 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, pcrsonal injw-y (including death), 
costs and expenses, or other harm for which recovery of damages is sought, Ullder any theory including 1011. contract, or strict liability, including a.aomeys' fees and 
other legal expenses, including those related to environmental haz:1rds, 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 activi ties on the lc3Sed premises; those arising from 
Les.see's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the tenns or provisions o~this . 
Agreement or any other act or omisSion of Lessee. its directors, officers, employees, partners, agents, contr.ICtOrs, subcontractors, guests, invitees, and theu- rcspecuve 
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defcnd and hold harmless the State of 
Tex:as and the owner of the soil. their officers., employees. and agents in the same manner provided above in coMection with the activities of Lessee; its officers. 
employces, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE Il'l>Ei\-INITY OBLIGATIONS 
A!'iDIOR LIABILffiES ASSUMED UNDER THE TE&\15 OF THIS AGREEMENT SHALL BE WITHOUT LIMITS A.~l> WITHOUT REGARD TO 
TIU: CAUSE OR CAUSES THEREOF (EXCLUDrNG PRE-EXISTING CONDmONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ~y PARTY 
OR PARTIES (fNCLUDING THE_NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, 
CONCURRENT, ACTIVE, OR PASSIVE. 





. ~.. , .. 

STATE OF ___________________ __ 
(CORPORATION ACKNOWL.EDCiMENt) 

COUNTY OF ________________ __ 

BEFORE ME. tbe undcrsiped autboriey, oa this day pcrsocally ~peared _____________________________________ _ 

known to me 10 be the person wbosc a.amc is mbsc:ribcd 10 die ~10in1 iasrrwDcut, u. ___________________ -"or 

Given under 'l1f'J lund md seal oromcc this lhc. _____ ~day or __________ __,- 19 ____ • 

Neary PllbUe in md fcc _________________ _ 

STATE OF ______________ __ 
(CORPORATION ACKNOWLEDGMENT) 

COUNTY OF _______________ __ 

BEFORE ME. the IIDdcnipcd &U1bority, on this clay personally appeared.__ ______________________________ _ 

known to me to be tbc penon whose name is subscribed to the fon:soin& instnmlcnt, as. ___________________ -"or 

Given Ulldc:r 1DY hand md seal or office this the. ______ day or __________ __. 19 ____ • 

.. 

STATEOF _____ T~E~X~A~S~-----------

COUNTY OF_--.~..&..l.JIL..:.<--h-:~r·r:P-------

Notary Public in and ior _________ _ 

(INDrviDUAL ACKNOWLEDGMENT) 

••• • • • 
Be fore me. the undersigned 3Uthoricy, OQ this day personally 3ppc3l'ed w • w • 0 a t man I d e a 1 i n g i n h i s :: • : 

sole and sepa ra te property ••• 
len own to me to be the persons wbose aamcs an: subsaibcd to the foregoing instrument. and aelc:nowledgcd to me thai they executed the same for the purpo;cs ai.J 
eons idcration then: ill expressed. • 

a ... 
911.--H' day of __ -=-__;;_-ll.!~!ju;==.ft::;.._--:------:---'' 19-___.:.q .::..g __ • • • • • • 

rlf.t ,.,.'t<Hoo, I bUtJ 
Given under my hand and s=l of office: this the 

JILL ruRMER GREEN 
lvf'( COMMISSION txPIRES 
~.,rllctry 21. 2001 

STATE OF _____ -r.L..:~:....c::iO!i~--r----

COUNTY OF ____ ~~~~~l~~-----

v 
Nowy Public in and for __________ _ 

(INDrviDUAL A~OWLEDGMENT) 

•••• • • •••• 
• •••••• • • 

lcnown to me to be the pcrn:~ns whose names an: subscribed to the foregoing instrument, and iiClclowledged to me that they executed the same for the purposes and 
eonsidention therein expressed. 

Given under my hand and seal of offjcc this the ___ {;..._ ___ day o ( 

41~ MONIC.A MARLOWE 
I (R(::i;..~\ NOTARY PUBLIC 
: :~ ... ~ .. /;1 State of Texas 

?f:E§fl Comm. Exp. 10-30-99 
4 4 •• 4. u 4 • 4. • • 4 •• u • • ' 

.~ 19__;;_~~-
m;m;:;;;~ 

'l.ea<J Noury P...1bl~c in and for __________ _ 



.... · . . . 

EXHIBIT "A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
AUGUST 14, 1998, BY AND BET WEEN W. W. OATMAN, AS LESSOR, AND CLAY JOHNSON, 
AS LESSEE, COVERING AL L OF SECTIONS 29 AND 32, BLOCK 53, PUBLIC SCHOOL LAND 
SURVEY, CULBERSON COUNTY, TEXAS. 

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

4 1. If, at the expiration of the primary term hereof, this lease is bei ng held by production or a shut-in 
well pursuant to the terms hereof, or Lessee is then engaged in operations on said land or on lands pooled 
therewith, or Lessee has completed a well as a dry ho le or shall have commenced a well within 180 days 
prior to the expiration of the primary term hereof, Lessee agrees to commence a continuous drilling 
program on said lands, o r on lands pooled therewith, within 180 days after the end of the primary term 
hereof or w ith in 180 days after the completion of d rilling operations being conducted on said land, or 
lands pooled therewith, at the end of the primary term hereof, wh ichever is the later date; and thereafter 
cany on the continuous drilling program until all proration units have been drilled, allowing not more 
than 180 days to e lapse between the completion of one well and the commencement of the next 
succeed ing well. Should Lessee fa il to commence the continuous dri ll ing program or subsequently default 
in the performance thereof, then in e ither event, this lease shal l terminate as to all lands covered hereby, 
save and except for the proration units surrounding each wel l then producing, capable of producing or 
upon whic h operations are being conducted. The term "proration unit" as used in this paragraph means 
any acreage designated as a dri lling unit o r production unit in accordance with the ru les of the Railroad 

• •. ••. Commission of the State of Texas. Further, the term "commencement" shall mean that point in time when 
• •• the pertinent well is spudded and the term "completion" shall mean the date upon which the initial •••• • •• • t potential test report is filed with the Railroad Commission of the State of Texas, if a productive well, or 

• the date of fil ing the plugging report with the commission, if a dry hole. orwithstanding the termination 
• •. ••. of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the ... 

right of ingress to and egress from said land stil l subject to this lease for purposes described in paragraph 
I hereof, together with easements and rights of way for roads, pipe lines and other facilities on, over and 

• across al l of the lands sti ll subject to this lease and for the gathering or transportation of oil and gas 
• •• •• . produced from the retained lands. The sole liability or penalty for the failure of Lessee to drill any well or 
••••. wel ls required or permitted in this lease shall be the term ination or partial termination of Lessee's rights 

•:•••: under the lease as provided above. 

In conducting such continuous drill ing program, Lessee shall be entitled to accumu late and later use time, 
if any, saved between wells, beginning with the second well under this continuous drilling program. If 
one wel l is commenced sooner than 180 days after the completion of the last preceding well, the portion 
of the prescribed 180 day period not used may be carried forward and added to the period between 
subsequent well s. 
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I l l A i't.'t11!:::5VUH Lic::i, L . l"'. v 
AC'QUISITI~t)~' • t S~It)~ER OF THE GENERAL LAND OJ7FICE 10/6/98 

P/\RAGO~ #299:Lease Bonus Payment in ful l of 1/2 Lease Bonus Consideration 

• •• • • • 
tJ,•eCking 
••t• 

• •• 2 
Lease Bonus 

due the State of Texas for Paid-Up Oil & Gas Lease dated 
08/ 14/98 from the State of Texas by Agent W. W. Oatman, 
deal ing in his sole and separate property, Lessor, in favor of 
Clay Johnson, Lessee, covering All of Sections 29 & 32, Block 
53, PSL Survey, Culberson County, Texas . 

TITAN lili:SOURCES, L.P. 
ACW~~~~~~ER OF T HE GENERAL LAND OFFICE I 0/6/98 

PARAGON #299:Lease Bonus 

.... . . 
•••• 

• •••••• • • 

Checking Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration 
due the tate of Texas for Paid-Up Oil & Gas Lease dated 
08/14/98 from the late of Texas by Agent W.W. Oatman, 
dealing in his sole and separate property, Lessor, in favor of 
Clay Johnson, Lessee, covering All of Sections 29 & 32, Block 
53, PSL Survey, Culberson Coumy, Texas. 

002610 
6,220.80 

6,220.80 

002610 
6.220.80 

6,220.80 



' . ' 

... . . . 
• • • 
·:·· I •. • 

• .. . . . . .. . 
• . ···· . •••• 

• •••••• . . 



.. · .. 
Cclleral Laad Omce 
JldlllqaisJIIIIIDt Act Lusc Form 
~September 1997_ 

PAID UP 

on. AND GAS LEASE 

liDS AGREEMENT is made md c:nlll:=f into this 14 day of August 19~ ~ lhc Stau: otTcxas. .am_~ by IDd !hrou&h its 
aacnr...__..;..W;..;:a:.:r=-=-r..;:e:..:n=--M=-=a:..:l:.c=o:..::l:..:m=-..:C:..:l::.;a=..=r.:.k:..,~-=T-=r:..u::..:::s...::t:...::e:.;e:::_.;:O:.;:f=-=-..::t:.!.he.:..:e=--.:.:W.;:a~r::...r:..:::e:..:.n.:.._:..:M:.:::a:....:l::..;c=o-=l.:.m:.:......::::C~l:.:a~r..:..:k.__T=-=.r.;:u:..::s::...t:::_ ___ _ 

----r;~--1n~~~~--~~~~~--~~~~--~~:or 
_ ___.P:.....:... ~O...:..___.,B~o""'x~ .... 3:..!1~o(...l...., ~B~a:...:::s!...!t:::..;r!:..o~p~,___.T!;_!e=..x~a..::s~-'~8~6..\r:0~2[~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~w~--:-d -qcu--

(Givc PezmmcDl A.ddrc$s) 
.bcr'C'iD n:~ to u the owner oftbe soil (wbdha cmc or mon::), md. _ _,C~l=-;:a:..~Yr.__:::::J..::O:..:hn~":=s:..:o~n=---:----:------:-~------------­
---------------------------------------------2~0~3~~W~.~~w~a~J~J~.~~S~u~,~·~t~e~~S~Ou0~--------------------~or 

H1a1and , Texas 79701 

J. GRANTING a.AUSE. For Di iD cca:sidcr.ttica of the amounts stiCed bdow md of !he cott411JtS md acrccmmts ID be paid. kqlt md pcrfunncd by 
L=ec lmdcr this lease. the State oCTcxas xtinc by md throq.b tbc owner oflhc soil. bcrdJy pmts. leases aDd lets tmDJ Lessee, !Or tbc sole IDd Ollly purpose ot 
prospel:tiJtc md dn1ling fur md prodw:~ oil md p:s..layin& pipe lines. building tanks. SIIDfiDc oiJ md buildinc power sadoas., IE!epboac IiDes md ocbcr SU\Ialfts 
~a,ID produa:, save. talc:= ot treal md trmspoftuid products ortbe Jca:sc, !he f'Dilowi.o& Ulads snu.cd in Culber son County. SlUe 
ofT c:us. !Do wit: 

Block 53, Public School Land Survey 

Section 29: All 

Section 32: All 

containing 1 , 2 8 0 8C'e3. more or Jess. The bonus consider.ltion paid fur this IC3.SC is as fOllows: 

To~S~oCT~ __ S~e~v~e~n~~T~h~o~u~s~a~n~d~~E~i~g~h~t~y_-~f~o~u~r~a=-n~d~S~0=-/~1~0~0~-------------_-_-_-_-__ -_-_-_-__ __ 
Dollars (S 7 , 0 8 4 • 8 0 ) 

To the ownc:r oftbc soil:--=~S::;.,e~v~e:-:n..:...,..,:.T.:.h:..;:o~u=-s=a.:.n:..;:d:,_E=-=i .... ql,;;h,;,t::;_y..__-..;:f~o~u=r---=a:..;:n.:.d;:;;,_~8~0'-'/"--=.1.;;0~0;,_-_-_-_-_-_-_-_-_-_-_-_-_-__ 
Dollan ~ 7 , 0 8 4 , 8 0 ) 

Totalbomuconsideratioo: Fourteen Thousand One Hundred Sixty-nine and 60/100 
Doll:zn (S 1 4 , 1 6 9 o 6 0 ) 

The tDtll bonus c:onsidentioa paid represents aboauso( Fifty - four and No I 100-------------------
---------------Do,l.lars (S 54 o 0 0 ) per ou=. oo 2 6 2 , 4 net aaes. 

• • • 2. TER.'Yf. Subjeet to tbe othc:r provisions in this I~ this lC3SC shall be for a tem1 of Five ( 5 ) yearS from this date 
(herein cillled "primary tcrmj and as loa, tbcreaftc:r as oillnd gas, or either of them. is produc:e4 in paying quantities from said land. 
As k3 !a this lc:ue, the tcnn "produc:d in payinc quantities" me:ms that the receipts from the sale or other wthoriz.r:d co~ use of the substanc..'"{s) covered 
a•!e~~ of pocket open.tional expenses fer tbe six months last _past. 

* Se~ ~ibit "A" attached for Pd-Up Delay Rental Provision Shown as Paragraph 40 . 
EbttY R£?~. lfoo W'dl is commenc:d 011 !be !c:ucd ~ one-ttty~ this d.z.c, Ibis lC"aSC'Str.dt~ 

ii:bt'til!~Lruch anniversary date Lcs.scc shall pay or tendc:r to the owner of the soil or ID his =dit in 

a 
$U~-~~Jan~d~).~•Lb~e-~--o-un--t~--e~~~fi~ed~~~--~~~----~~ 
TEXAS. AT AUSTIN, TEXAS, a Jilcc sum before said date. hymcnt:s tmdc:r this pangTJPh shall open.tc ;u a 
Ill~ ~~:ncement of a well for one (I) r-r from ,_· ~'"" 

• 
• •••••• • • 

In a like manner and upon like ents or tcndm annually, the commencement of a well may be furthc:r deferred fo r success• 'od!s of one (I) yc:~r e:~ch during 
!be primary term. All cnts or tcnders of rcnt:ll to the owner of the soil may be made by check or sight dn.ft of Lessee, or any assign this lease, and cnay .be 
deliven:d on o on: !be rentll paying date.. If !be bank design:~.tcd in this paragraph (or its successor banlc) should c:e;ue to exist, suspend bus liquida!C. fall or 

ed by another ba.nlc, or for any rnson fail or refuse 10 ac:..-pt rental. Lc.sse: s.h:UI aot b~ held in defiWI~ for failure ID !JUke such payments or tc of 
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. •·. . PROoucnoN ROYALTIES. Upoo production ofoilandlor ps, ~e acre"es to pay or C3IJ.SC to be paid ooe-half(112) oftb: royalty 
pcov1~ed for ID thiS lease to the Commissioner of the Gcncr.U Lmd Offi~ of the SLate ofTc:x.as. at Austin, Te:as. and one-bal!(l/2) of such royalty 1D !be OWIIoc:r C 
tbe SOli: O 

(A) OIL. Royalty pzyable oo oil, whidl is defined u iDdudioc all hydrocalbons produc:cd in a liquid form at the mouth of the wdJ and also as all 
cond~ distillate, and other liquid hydrocarbons recovc:rcd from oil or ps nm tbrou&h a sepantor or other equipment, as hcrt:inaftc:r provided, shall be 

3/16 p.n of the p-ass production or the market value tbcn:o( at !be option o!tbc awn.cr of the soil or tbc Commissioact oftbc 
General Llnd Offi~. S\ldl value 10 be dcu:nnincd by 1) tbc h.i&bcst posted price, plus premium. if my, otrc:rcd ac paid for oil. condensate, distillate, ac other liquid 
hydrocarbons, respcc:tivdy, o( a like type md p-avity in the rc:na:n1 aru wbc:rc produced and wbcu run, or 2) the hi &best m.aR:ct pri~ thereof oft'cmf ac p3id iD tbc 
&encn.l area wbc= prociu~d and when nm. or 3) the p-ass proceeds of the sale thcreo( whicbcver is the~- Lessee qrc=s !bat before any ps produced from !be 
le:lSCd prem.ises is sold. ascd or pcoa:s:scd iD a plant, it wiD be I'W1 free of c:ost !D the royalty O'll"'lcn thrcu&h an adeqaatc oil and ps scpanzor o( co!rfcntioaaJ type. or 
otller equipment at least as ef5c:iem, so d1at all liquid hydrocarbons recoverable 6-on:a the ps by such cncms will be recovered. The reqain:mc:nt !bat suc:b ps be nzu 
lbt'ouch a separ.uor ac otbcr equipment 1D3Y be waived in writinc by the royalty owncn apoo such rc:ms md "'oditions as they prcsc:ibe. 

. . (B) NON PROCESSED GAS. Royalty on any ps (Includinc dan:d ps), Which is defined u all bydroczrbons and pseous subst:aoc::s oot dclincd 
as oilm subpancnph {A) &bove, produced Jiom my well oa said land {c:xc:.ept as provided bc:rcm with respect tops processed io a plant Cor !be c:xttxtioa oC 
psoiinc, liquid bydroc:arbons or odlcr produas) shall be 3 / 16 · part a! !be poss pro®c:tioo or the awlcet value tbcreo( It !be optioa of !be 
owner of tbc soil ac !be Commissioac:r o( the Gcncn1 Land Office. 5\ICh value to be based oa the hi chest mario:t pria: paid or offc-ed for ps o( comparable quality iD 
tbe zmcn1 area wbc:re produa:d md when nm. oc the p-os:s price paid or offi:red to the producer, wh.i~ is tbc ~ provided that tbc mujmum ~ base 
in mcasurinc the ps uudct this lease sball oot u my time c:xa:cd 14.65 poand.s per square i.oc:h absol==. md tb: staodani base lellpc:2!1Jre sb.all be sixty (60) 
degro:c.s Fahrenheit. c:orrectioo to be !DW for pRSSW"C a.ce«dinc to Boyle's Law, and Cot spccifie v.rvity acconfio&ID tests made by the Balance McU!od or by the 
most approved method ofllestin1 beinJ IISCd by tbc iDdusny a tbc time oftcstinc. · 

(C) PROCESSED GAS. Royalty on any ps proc:csscd in a psollnc p~t or other plan! for the r=overy of psoiinc or other liquid by~ 
sba.ll be 3/16 part of the n:sidue ,as and the liquid hydroc:azbons extrac:t:d or the marlc.ct value thc:reo( u !be option of the 
owner of the soil or the Commissioner of the General Llnd Office.. All royalties due herein shall be based on ooc hundred ~=t (100%) of the total plant 
production ofn:sicfue gas attributable to p.s produced from this lease, and OD fifty pe=t (50%). or that pc:reetU acc:uing 1D Lessee. wh.ic:hcver is the gr=r, of the 
IDeal plant pro<iuetion ofliquid bydroe::ubons amibutable to the gas produced from this le:lse; provided that if liquid bydroc:acbons an: m::ov=:d fron:a ps proc::sscd 
in a PI ant in which U:slc:c (or its peat, subsidiary or affiliall:) owns an iml:rest, !ben the pcrc:entl.iC appl ic:able to liquid hydrocrbons sball be fifty pcrccot (50%) or 
the highest pcrc:nt a.eeruinc ID il third patty p=ing gas through sue!1 plant under il proecssinc 3Cl'=e!lt negotiated u arm's length (or if there is 110 sue!! third 
party, the highest pcremt thea being spcciiied in processing agreemcna or contrxts in the industty), whichever is tbc ~- The respective royalties oa residue p.s 
and on liquid bydroc:ubons shall be delemincd by I) the highest manet pri~ paid or offc-ed for any ps {or liquid hydrocarbons) of compuable quality in the 
general ateil. or 2) tbc p-os:s prie: paid or offered for such residue gas (or the: weighted iiVCr.l&e cross scUing pric:: Cor the resp«tive ~ ofliquid bydroc:ltbons). 
whichever is the P=Lc:r. In no event, however, shall the royaltiC3 payable under Ibis paragraph be lc.u than the royalties wh.ic.b would have been due had the ps oot 
been proc:esscd. 

.<D> OTHER ?ROOUCTS. Royalty on arbon blac.k, sulphur or :u~y other pro~ produc:d or manu!a.ctured from ps ;c:xc::pting liquid byciro~ns) 
whether wd gas be 'c.asin&head. • ' dry, • or any other gas, by &ac-Jonating. burning or lilY otller pnx=sing siWI be 3 16 piltt of the 
gross production of such produc:ts. oc the marlc:ct value thereo~ u the option of the owner of the soil or the Coaunissiona of tbe General Llnd Office, such tn:II"Ut 
value to be determined as follows: I) on the bilSis oftbc highest marlcet price of e3cl1 product for the same montb in which such produ~ is produced. or 2) on the 
basis of the avenge ifOSS sale pri~ of eac..'l product for tbe same month in wruc:b such products are prod~ wbic.hl:ver is the grc:ucr. 

5. MINIMUM ROYALTY. During any year :Liter the cxpir:uion of the primary term of this leilSe, if this lease is maintained by production. the royalties 
paid under this le= in no c:vcnt shall be ICS3 than an amount equal to the total annual delay rental herein providett; othctWisc, then: sbcll be due and payable on or 
before the last day of the month suc:=dinc the anniversary date of this l=se a swn equal to tbe !Dial mnual rental lc::s:s the amount of royalties paid during the 
p~~din& yar. l!Paragnph 3 ofrhls lease docs not specify a delay rental amount, then fM the pwposcs of this paragraph, the delay rental amowu shall be one 
dollar (Sl.OO) per aae.. • • • • • • 

••• 
6. ROYALTY IN KIND. Nocwith.standiDg any other provision in this lase, at any time o r from time to time. the owner of the soil or the Co~e11er 

of the General Land Offi~ may, at the option of either, upon not less than sixty (60) days ootic:c to tbe bolder oftbe lease, require that the paymcn1 of an~ rof*ies 
ac=ruing ID such royalty owner under this lease be made in lcind. The owner of the so il's or the Commission=:- of the Gencr:ll Llnc Offi~'s right ID take ia roy:llty in 
ltind shall not diminish or neg a= the owaa of the soil's or the U:lmmissioncr of the General l..1nd Offi~'s righa or Lc:s.see's obligations, whether express ot P)lllied. 
under this lease. • • • • • • 

• 
7. NO DEDUCriONS. Lessee agrees that all royaltic:.s a~:auing under this lease [mcluding those paid iD lcind) shall be ~thout deduction Cor:te"~ll'"oC 

producing, gathering, storing. scpar.uing, tre3ting, de!lydr:uing. compressing. processing. transporting. and otherwise rnalcing the oil, ps and other productS • · 
her: Wider I'C3dy for sale or u.sc. Lasee agrees to con:aputA: and pay royalties on the p-ass value reeeivcd, including my reimburscmcna for sever.111~ =cr and 
production relued costs. : • • •: • 

8. Pt.A.'IT FUEL AND RECYCLED GAS. No royalty shall be payable on any p.s ilS may reprc:sent this lc:uc's proportioa.a.t: sha11: of:lny til~~ . 
process g.u produced hereunder in any proc:ssing plant. Nocwithst.:1nding any other provision of this le:ue, and subje1:t to the written "'nsent of the owner ofth~ soil 
and the Commissioner of the Gcnr:r.U. l..lnd Office, U:slee m.1y ~cycle g:u for gilS lift put;)Oses on the le:ued premises or for inj ection into any oil or g3S producing 
form:u ion underlying the le:lSed premises after the liquid hydrocarbons "'nt:J.ined in the gas have bc:n removed; no royalties shall be payable on the ~cled gas 
until it is produced and sold or u.scd by L=ee in ~manner which enti t!Cl the roy:llty own~ to il royalty under this le:lSc. 

9 . R OYALTY PAYMENTS AND REPORTS. All roy alties not t.alccn in kind shall be paid to the Commissioner o f the General Land Office :ll Austin. 
Texas, in the followin& manner: 

Payment ofroyaJty on production o f o il and gas shall be ilS provided in the rules set forth in the TeX1s Register. Rules eum:ntly provide tha.t roy:!.lty.on oil is due 
and must be received in the General Land Offi~ on or before the 5th day of the second month suc=ding the month of production. and royalty on gas IS due. an~th 
must be received in the Gcner:U Ulld O ffice on or before the 15th day of the S(:COnd month suc~ding the month of production, =mpanied by the affidavi t ~ . e C 
owner. manager or o ther authorized ~ent. comple ted in the form 3.lld manner prescribed by the Gcner:U Ulld Office and showing the gross amount :111d disp~Sl ll~~ 0 

al l oi l and gilS prod uced ;ltld the .marke t val ue of the oil and &ilS. together w ith a copy of all documents, rc"'rds or repo rtS confinning the gross produc::ion. dlspoSJUon 

. - --



and market value indudinc gas meter reacf111p. pipeline receipts, ps line receipts and other checks or mcmormda of amount produced and put iDlo pipdin=, bnb. 
or pools and cas lines or ps stonae, and any other repons or records which the Gencnll..aDd Office snay require to verity the poss produaioa, disposition 31ld 

' maricet value. In all cases the authority of a IIWI.alet or qc:nt to act for IDe Lcsscc bcrcin must be filed in the Gcnc:ral Land Office. Each royalty ~t sAall be 
ac;c:Qmpanied by a cbcclc S1Ub. sc:bcdulc. summary OC' ocher mn.iaanc:c advice sbowina by the assipcd Gcncn1 Lmd Offic:e lease number tbc amowu of royalty bein& 
paid oa exh lea= lfLcsscc pays his royalty oa or before thirty (30) days l1b:r lhc royalty paymcmwa due, then Lcsscc ~ a penalty ot 5% oa the roy.~ty or 
$2.5.00, whichever is creucr. A royalty p8)'1DCDt wtuch is over thirty (30) days late shall xcrue a pcn.alty of 10% of the royalty due or $25.00 whicbcTa is pater. 

In addition to a penalty, royalties shall acauc ~ • a ..ue of 12% per year, soch int.crc:st wi11 bc&in accruin& when the royalty is six%y (60) days overdue. 
A.t'fidavits and supportinc doc:umcnt:s which are not filed wben due shall iDeur a pc:nalty ill 111 amo11111 set by the Genaa.l Land Office adm.inisu-ative rvJe whic:b is 
effective on the dill: wileD the atfidavits or supportin& documents wc:c due. Tbc I...cs.scc shall bear all rcsponsibUity for payin& or~~ royalties to be paid as 
p~bcd by lhc due dm provided bcnin. Payma:tt of !be deli.oqucnc:y penalty shall ill DO wzy opcrm: to prolu"bit the State's ri&Jtt offorfcitarc as provided by law 
nor act to postpone tbc dm oo which royalties wc:c ori&inaJiy due. The above penalty provisions shall not apply ill cues of tide dispallc as to tbc Slurs ponioo of 
the royalty or to !bat portion oftbc royalty in~ as to fair awia:t value.. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall arunwly furnish the Commissioner oftbc Gcnaall..and Oftic:c: with 
its best possible estimate of oil and gas ~ undcrlyill& this lease or allocable to !his lc:asc: aod shall fiuuish said Commissioner with copies or all cootncts andc:r 
which sas is sold or proccssc:d and all subsc:qucut ~and amendments to such coottxt:s witbiD thirty (30) days atta Clltcrin& i.nzo or makills sud! CIOIICrac!S, 
a&Rcmcnts or arncnclmc:nts.. Such contracts md apumcnts wbc:n rcec:ivcd by the Gc:uc:ral l.alld Oftic:o shall be bc:ld iD confidence by lhc Gc:nc:ra1 Und Office liDless 
odlc:rwisc: authorized by Lessee. All ocbc:r CXIIl1rai:U and rceords pertai~ to tbc productioo. triiiSportuion. sale and ~~ or tbc oil and sas produced oa said 
premises, includin& tbc: boola and ~ts, receipts 111d di.scharga of all <M:Jls, taDJc:s, poob. mc:t=s, md pipeLillc:s shall at all times be subject 10 inspection llld 
examination by the Commissicinct of the Gcnaal Land Offia:, the Anonlcy GcDeral. thc: Governor, or the rcprc:sc:nwive of any oftbc:m. . 

(B) PERMITS, DRn..LING RECORDS. Wriac:n notice of all opcratioa.s oa this lc:asc: shall be subrniucd to the Cocnto.issioncr of the: GcncnJ 
Land Office by Lessee or opcn101 five (S) days befo~ spud date. woricovcr, re-entry, !l:mporary abandonment or plus and a.bmdoiiii1CIU of any well or wells. Such 
wriaeu notice to the Gcnc:ral Land Office shall iDcl"cic copies ofR.ai.lroad Commi.ssic:l forms for application to drill Co?iC:S of well cau, completion repc;rts 3lld 
pluains reports shall be supplied 10 the Gcneta1 Land Ot!ic:e at the time they arc filed with tile: Tc:us !Uilroad Commission.. All applic:ations. permits, reports or 
other filinp that rcfcrcoc:c: Ibis lease or any spcciJlc well oo !be lc:asc:d premises 3lld that arc submia.cd 10 the Texas lUi1toad Commission or any other govcrnmcrual 
qency shall include the word •swc• in the title. Additionally, iD ae;.conimce with JQilroad Commission rules. any si~ on the leased premises for the purpose of 
identify ina welb. tank batteries or other associa211 improvements to the lmd must also include tbc: word "Stan:. • l..c:ssc:c: shall supply tbc GcncraJ Land Office with 
any records, memoranda. accounts, reportS. c:uttinp md cores, or other infOrmation relative to tbc: opcntioo of the above4escribcd prcmisc:s. which may be 
requested by the General Land Office. ia addition to those herein expressly provided for. l.cssc:c shall have an clcctric.al mdlor 1"3dioactivity survey made oo the 
bore-hole section, from tbc base of the surface casiD1 10 the total depth of<M:IJ, of all wells drilled oa the above described pccmiscs aod shall transmit a true copy of 
the los of cac:h survey on each wcJIIO the Gcneta1 Land Office with ill fifteen (lS} days after the malcing of .said survey. 

(q PENALTIES. Lessc:c shall iDcur a penalty whenever reports, documents or other materials are not filed in tbc General Land Office when 
due. The penalty for lau: filin& shaU be set by the General Land Office administrative rule which is effective on the date wben the rnaurials were due ill thc: General 
UllldOffice. • 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM .. U: during the primary t&:nn 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 prinwy tam hereof and alta the discovery and aaua1 production of oil or 
sa.s from the leased premises such production thereof should cc:asc from any eau.sc:, this lease: shaJJ not tc:rminaLc: if on or before the expir.uion of sixty (60) days from 
date of completion of said dry bole or cessarion of production I.c:ssce commences additional drilling or rcworitins operations thereon,. or~ or tenders the next 
annual delay rental in the same manner as provided in this lease:. U: during lbc: last year of the primary tc:nn or within sixty (60) days prior lbc:rcto, a dry bole be 
completed and abandoned, or the production of oil or gas should cc:asc for my cause, Lcssc:c:'s risht:s shall remain in full force and effect without further operations 
until the cxpir.uion of the primary tcnn; and if Lessee has not resumed production in payins quantities a1 the cxpir.Woo of the primary term, Lessee may maintain this 
lease by conducting additional drilling or rcworicing operations pwsuant to Paragraph 13, using the expiration of the primary term as tbc dau: of c:cssation of 
production under Paragraph 13. Should the first well or any subsequent well drilled on the above clcscribed land be completed as a shut-in oil or gas well within the 
primary term hcrco( Lessee may resume payment of the annual rcoul in the same manner as provided bcrcin on or befo~ the rental paying date following the 
expif1ti~Ji of sixty (60) days from the dau: of completion of such shut-iD oil or gas well and upon the failure 10 make such payment, this lease: shall ipso facto 
te"""i6*f. 1! ill the expiration of the: primary term or any time therc.aftcr a shut-in oil or gas well is located on the lca.scd premises, payments may be made ill 
accorp~~ with the shut-in provisions hereof. 

• • I 
• • 12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM I( at the expiration of the primary tcnn, neither oil nor gas is being 

p:-odu~d on ~d l:r.~ !:1.:: I.=::: i: :..'1:::: ::::b::ge:! in t!:illL-:; c~ reworlcing ?l)<:-'":lti'Jns tber.-on. tllis lease $hall remain in forc:c: so lon.r, as opcralions on said wdl or for 
driiM~l ~t g:working of any additional well arc prosecuted in good faith and in-wortmaolike manner without interruptions totaling more than sixty (60) days during 
any o'h\•sftch opcratioa, and if they result iD the production of oil and/or gas, so long thcrca.ftu as oil and/or gas is produced in paying quantities from .said land, or 
pa~' iCshut-io oil or ps well royalties or compensatory royalties is made as provided ill this l~e. 

• • 
• 13. CESSATION, DRILLING. AND REWORKlNG. U: after the expir.uion of the primary term, production of oil or g.as from the !cased premises, after 

onci.Pl'W~d. should cease: from any cause. this lease shall not terminate ifUssec: commcnc:c:s ~tiooal drillin& or reworking operations within sixty (60) days 
after~ch =.tation. md this lc:asc: shall remain in full force and effect for so long as such opcntioas continue in good f.Utb and ill workmanlike IJWIIIoCf" without 
inte~.p'i~~ totaling mon: than sixty (60) days. If such drilling or rcworicins oper.nions result in the production of oil or gas. the lease shall remain in full force and 
effect ror se long as oil or ga.s is produced from the !cased premises in paying qiWltities or payment of shut-in oil or ga.s well royalties or payme.ot of compc:nsa1Dry 
royalties is made as provided hen: in or as provided by law. Jtthe drilling or rcworlcing operations result in the completion of a well as a dry bole, the lca.sc will not 
terminale if the lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry bole. and this lease 
shall remain in effect so long as Lessee continues drilling or rcworiting oper.uions in good faith md in a worlcmanlike manner without interruptions totaling more 
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of tllis paragraph. "well" me :IllS any well that bas been assigned a well nwnber by the staLe age-ncy ~vin_g 
jurisdiction over the production o( oil and &as. u: at any time after the expiration of the primaty term of a le:uc: that, Wltil being shut in. was being maint.aiJied ~ 
force and effect, a well capable of producing oil or gas in paying quantities is IOC3.tt:d on the leased premises, but oil or gas is not being produced for lack of su•table 
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 Ole annual rental provided in the 
lease, but no t le~s than Sl ,200 a ye:u for each well capable of producing o il or g:J.S in paying quantities. lfP:Ir.l.gr.lph 3 of this lease docs not specify a delay rental 
3tnount. Olen for the purposes of this paragraph. Ole delay rental amount shall b<: one doll;u- (SI.OO) per acre:. To be effective, each initial shut-in oil or g:J.S royalty 
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must be paid on or before: (I) the c:xpintioo of the prilrwy 11mn, (2) 60 ">'s after the Lessee ceases 10 ~ oiJ or ,as fi'om the leased premises, or (3) 60 days 
after l.essu C:O'?Pietes a drill in& or rewctk:in& opention in x.cordana: with the lease provisioas; wtUebever date is latest. Such payment shall be made ooc-h&lf(l/2) 
to the C~mrnw•oner of the Gencnl Lmd Offia: llld ooc-IWf(l/2) ID the owner of the soil. If the sbut-in oil or ps royalty is paid. the lease shall be c:oa.sidered 10 be 
• producJn& lease and the payment sbaJJ cx%c'Dd !he tenD of the lease for a period ofooc year fiom the end of the primary ICm1. or fi'om the first day of the month 
followin& the month in wbic:h production cased. &lid, after th;ar. if no suitable production fxilities or suitable marUt for the o!l or &as exists, Lessee may c:xlend the . 
lease for four more suc:c:essjve periods of one (I) year by payinc the same amount eac:h year oo or before !he cxpintion of eac:.b shut-in year. . 

. . 
1 5. COMPENSATORY ROYAL TlES. U: durin& the period the lease is la:pc in etfec:t by paymc:nt of tbe sbut·in oil or ps royalty, oil or ps is sold and . 

delivued in payinc quantities from a wd localed widWl ooc thousand (1,000) feet oftbc lcasccS premises mel c::omplc:tecl in tbc same producin& rescnoir, or iD IDY 
case in wbieb draina&c is oc:cuninc, the ri&Jtt to c::oatinue to maintain the lease by paylnl the sbut·ia oil or ps royalty sball c:ease. but the !usc shall mnaio etrec:tive. 
for the rcuainclet of !he year for which the royalty bas been paid. The Wsec: may maintain !he !usc for lour moR suc=ssive yean by Lessee payin1 ~ry 
royalty _oar. thc ~y~ty rate provided in tbc lca:se oftbc awta value of produc:tioo from tbc wdl c:aWnc the clraina&e or whic:h is c:omple~ in tbc same produc:in& 
rcservolt and Within one thousand (1,000) fed of the leased pn::misc:s. The cocnpensatory royalty is 10 be paid monthly, ooe-half(lll) to the Commissioaer of the 
General Land Otric:e and one-h&lf(ll2) to tbc owner oftbe soil, beJinninc on or before the last day oftbc month following the monlb in whic:h the oil or psis 
produced from the wdl causing the dninace or dial is complc~ in the same producing reservoir md loemd wilhin ooc thousand (1,000) feet of the 1easetJ pranises.. 
If the compensatory royalty paid in wry 12-mmuh period is iD m amount less !haD !he annual sbut-ia oil or gas royalty,~ shall pay m amouot cqu:UIO the 
di1ferena: within thirty (30) ">'s !rom tbc end oftbc 12-fDOII!b period. Compensatory royalty paymcms whic:b are DOt timdy paid will accrue penalty aDd inle'cst ia 
accordana: with Paracraph 9 of Ibis lease. None of these provisions will relieve U:sscc of the obliptioa ofrcasooable development oor the obliption 10 cSri1l otrsct 
1¥ells u provided iD To:as Natural R.c:souree:s Code 52.173; however, ar thc detcm.inatioo of the Commissioner, and witb the Commissionet's written approval, !he 
payment of compensatory royalties c:aa satisfy lbe obligation 10 drill offset wells.. . 

16. RETAINED ACRE.4.GE. Notw!thstanding my ;lrovi~ioo ofdlis lnse to the coclr3ry, ~..era well ptiY.fuc:ing orapablc ofpro@d,-;g oil o; gas has 
been c:ompietcd on tile leased premises, Lessee sbaiJ o:rn:i.se the diligc:nc:e oi a reasonably pruQcnt openmr in driliin& suc:b .Jcijtiooal wcil or ~lis as DAY be 
reasonably necessary for the proper dnclopment of the leased prcmi.sc:s and in mari:etinc the production thm:on.. 

(A) VERTICAL. In die event this lease is in forc:e and etrcc:t two (2) years after the CX):'ir.Won date of die primary or extended term it $hall then terminate 
:as to all of the leased premises, EXCEl'T (I) 40 acres surrounding each oil ~ll capable of producing in paying quantities and 320 ac:res surrounding each ps well 
capable ofproducin& in paying quantities ("mc:!uding a shut-in oil or gas well as provicled ill Paragraph 14 bereof), or a ~II upon which U:sscc is thea engaged in 
continuous drilling or reworlcing opentions, or (2) tbe number of acres included in a producing pooled unit pursuant to Texas Narura.l Rcsourc:e:s Code 52.151· 
52.153, or (3) suc:h greater or lesser number of acres u may thea be alloc:a!ed for production purposes to a proration unit for cac:h such producing well under the rules 
and regulations of the Railroad Commission of Texas. or any suc:ccssor ageoq, or ocher governmental authority havingjurisdic:tioo. If at any time aft.ct the etrcttive 
date of the partial termination provisions bc:reot; the applicable field rules IU"C changed or the )¥ell ex wells located tbcrcon an: reclassified so that less acreage is 
thereafter allocated to said well or wells for production purposes. this l~e shall thereupon tcrminalc as to all_acrcage not thereafter allcx:an:d to said well or wells for 
production purposes.. Norwithstaoding the tcnnination of this IC3Se u to a portion of the Wlds c:ovcrcd hcn:by, Lcs:se: shall nevenbclcss conti.oue to have the right of 
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof; together with casements and rights-of-way for existing 
roads, aisting pipelines and other existing facilities oo, over and ac:ros.s all the lancls clesc:n"bed in Paragr.apb I hereofrthe retained lands"), for ac=s to and fi'om the 
retained lands and for the gathering or tra.nsponatioo of oil, gas and other minerals produa:d from the retained lands. 

(B) HORlZOr-tr AL. In the event this lease is in force and etrec:t two (2) ye:IIS after the expir.Won dau: of the primary or c:xtcnded tenD it shall further 
terminate as to all deptlu below 100 feet below the total depth drilled (bereina:tt.a "cleeper deptluj in eac:h well located oo aa1:3ge retained in Paragraph 16 (A) 
above, unless on or before two (2) years after the primary or cxtc:oded term U:sscc pays m iWOUOt equal ID one-half (Ill) of the bonus originally paid as 
consideration for this lease (as spec:ified oo page 1 hereof). lf suc:b amount is paid. this lease shall be in force and etrec:t :as to suc:b clcc:per clepths, and said 
termination shall be clelayed for an ad.ditiooal period of two (2) yeazs and so long therea.fter as oil or gas is produa:d in paying quantities from suc:h deeper depths 
c:ovcrc:d by this lease. 

(C) IDENTIFICATION AND FJL.no.lG. The surfa.a: ac:reage retained hereuncler as to ea.c:h weU shall, u nearly as prac:tic:al, be in the fonn of a square with 
the wc:ll loc:ated in the center thereof; or such other shape u may be approved by die Conun.is.sioncr of the General Land Office. Within thirty (30) days a!tcr.P~ • 
termination of this le.ase as proviclcd herein, Less« shall ex=te and I'CQ)rd a release or releases containing a satisfactory legal description ofth.e ac:reaee aod/U • 
depths not retained hereunder. The rcc:orded release. or a certified c:opy of same. shall be filed i.o tbe Gencnl Land Office, acc:ompanied by the filing fee pi'CSfPiJtct' • 
by the General Land Offic:c rules i.o etrec:t on the c!.atc the relc:ue is filed. If U:sscc fails or refuses to o:ecute aod rec:ord suc:h release or releases within ninetf (9~ • 
days after being requested to do so by tbe General Land Office. then the Commissioner at IW sole discretion rr.ay designate by wria.cn instrumem the ~c andltr 
depths to be released hereunder and =I'd suc:h i.ostrumelll at Lc:ssec:'s expense in the county or counties where the lease is loC3tcd and in the offic:ial records ~~ 1J1t • • 
General Land Offic:e and suc:h designation shall be bi.oding upon Lessee for all purposes. • • • • 

• •••••• 17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid. or to be paid. under this lease shall relieve U:sscc of his obligation to protect• 
the oil and gu under the above-dcsaibed land from being drained. Lessee, sublessee. rea:ivcr or other agent in c:onaol oftbe leased premises shall drill as many • 
wells 3S the fac:ts may justify and sh&ll use appropriate me311S and drill to a depth nec:c:ssary to prevent undue drainage of oil and gu from the leased premises• In • • 
addition. if oil and/or gas should be produc:cd i.o c:ommrn:ial quantities within 1,000 feet of the leased premise3, or in any c:ase where the leased premises is b~/ : 
drained by production of oil or gas. the Lessee, sublessee, rea:iver or other agent in conaol of the leased premises shall in good faith begin the drilling of a wc;,ll or 
wells upon the leased premises within 100 days a.ftct the draining well or wells or the well or wells completed within 1,000 feet of the leased premises statt p~M~ 
in commercial quantities and shall proseane such drilling with diligence. Failure to satisfy the swutory offset obligation may subject this lease and the owner of the 
soil's agenc:y rights to forfeiture. Only upon the detennination of the Commissioner of the General Land Offia: and with his written approval may the payment of 
compensatory royalty under applicable sta.oJtory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, alta a good faith ~trort, Lessee is prevented from complying with any express or implied covenant of this lease, from 
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God. or 
any valid order, rule or regulation of government authority, then while so prevented, Lc.s.see's obligation to c:omply with such covenant shall be suspended and Lessee 
shall not be liable for damages for failure to c:omply with such covenants; additionally, this !cue shall be extended while Lc.s.see is prevented, by any such c:ause, 
fro m conducting drilling and reworking operations or from producing oil or gu from the: leased premises. However, nothing in this paragraph shall suspe~d the . 
payment of delay rentals in order to mainu.in this leue in effect during the primary tcnn in the absenc:c of such drilling or reworking operations or production ofo•l 
or gas. 



I 9. W ARRA.'ITY CLAUSE. The owner of the soil w=ts and 3gl"Ces to defend title !D the lc;ued premises. If the owner of the soil dcfa.u lts in 
payments owed on the !e~d praniscs, then L=ssee auy red~m the rights o( the owner of the soil in the lc:~Sed premises by payin& any mortgage., ~es or other li 
on the leased prem~. If Lessee malces payments on beb3lf o f the owner of the soil unda- this paragraph, Les..se: ouy recova the cost of these payments from th leDS 
reow and royalties due the OWDCT of the soil. c: 

20. (A) PROPORTIONATE REDUCTION CLAUSE. I£ the owner of the soil owns less thm the entire undivided S\llfxe csttte in the above 
d~bed land, whether or not l='s in~ is specified haein. then the royalties and renw herein provided to be paid to the owner of the soil shall be paid 10 hiin 
in the proportion which his in~ bean to the entire undivided surface csuu: and the royalties md renw herein provided to be paid !Xl the Commissioner of the 
General Land Offic: of the St.lZe ofTa:u sb311 be !~-wise proportionau:ly reduced. However. before Lessee Jdjusu the royalty or reotal due to the Commissicnc: of 
the General l.and Offi~ Lessee or his authorized re-;~rescnwive must submit to the Commis.sionc:r of the Gcncnl Lmd Office a wriaz:n statement whic:b c:xplains !he 
disat:pancy betwu:n the interest pwpon.cdly lased under this lease and the acrua1 inc::re:st owoed by the owner o(the soil. The Commissioner o f the Geoc:aJ ~ 
Offi~ shall be paid the value of the whole production alloc:lble to any undivided intereSt not cov~d by a lc:ue. lcs.s the proportionate development and production 
cost :Uioc.3ble to such undivided imc:n::st. Howcva-. in oo event .shalllbc Com.mis3ioner of the Gc:nc:n1 Ulld Offic: = ive &Sa royalty on the gross productioa 
alloc::lble to the undivided inte.-est not le:ucd an amount lcs.s than the value of onc·six:tce:rub (1/16) of such ~ss. production. 

{B) REDUCTION OF PAYMENTS. I~ during tbe primary tmn. a portion of the land cova-ed by this le:uc is included within the boundaries 
of a pooled unit dut has been approved by the Sc:hool Lznd Board and tbc owner of the soil in accordance: with Nac.ual R.esoun:a Code Sc;tions 52.151-52154, or 
ii. at any time U\a the apir.Won of the primary term or the extended term. this I= cova:s :a lesser number of= than the total amount clesaibcd hc:rcin. 
payments that are made on~ per acre basis hu:undcr sb311 be redu~d iJCGOrding to the number ofa.c:-es pooled, rel=d. =dcred. or otherwise severed, so t1w 
paymots dctcnnined on a per acre basis uncia !be tQmS of this lease durin' the primary term sb.all be t:llc:ul=d bascl upoo the number of xn3 outside the. 
bouncUries of 1 pooled unit. or, if after the ::xpir.Won of the primary te..-m.. the nurobcr of ac=s aaually reained and coveTed by this 1=. 

21 . USE OF WA TE.'t. ~ s!:=!l !lol·t~::!:.: ~6>':; t:; = w~= p~c!uc:::d on ~d l::.!'ld cc:-~ari for ope.-ati.lns under this !C3Sc·=cc:;:t wo:er from wdb or 
unlcs of th<. owner of the SQil; provided, however, L.cssce shall oot use pouble wau:r or w:ua- suiuble for livc:stoa or inig:lrion purposes fo r w.uaflood opcn.rion:s 
w ithout the prior consent o f the owner of the soiL 

22. AliTHORIZED OA.'viAGES. !.=see shall pay the owner o f the soil for damages ~d by its opcnrions to all penooal ;:tropcrty, improvements, 
livestoclc and crops on said land. 

23. PIPELINE DEPiH. Wh= requested by the owna- of the soil.~ shall bw-y its pipelines bclow plow de;Hh.. 

24. WELL LOCATION LIMIT. No well sh:lll be c!rilled ne= than two hundred (.!00) fc~t to :~ny bouse or barn now on sa.id ;r=ises without the 
wriaen consent of the owner of the soil 

25. POLLtrnON. In developing this area. Lessee shall use the highest devee of c:::u-e and :Ill proper safegu:u-ds to prevent pollution. Without limiting the 
forc!:Oing. pollution of co:lSUJ wetlands, natural watc:w:sys. riv= and impounded wa1e: sh:lll be ;:tn:vcntcd by the usc of conuinment fac:il:ries su5icicnt to prevent 
spillage. scej)agc or ground wat""r contlmination.. In the =vent of pollution.~~ sh:lll usc :Ill m= ;11 its disposal to re:.:1ptu.--e :Ill esCJ.pe:! ilyd=cc::ubons or ether 
polluC~r.t and sh:lll be responsiole for all da.mage to public: and priv= propc.-ti= ~ee .sh:lll build and maintain fc:t= arot.:nd its slush. n:mp, anc! dr:li~ge pit:s 
and Llnlc bac::ries so ll.! to protect livcstodi: ag:linstloss, damage or injury; and upon comple tion o r aba:nc!onment of any wc:U or wens. L=~ sh:lll fill md level all 
slush pits and~~~~ :nd c:Jmpletely clc::lll up the drilling site of all rubbish the.:eon.. ~shall. while conduc:ing opcr:uions on the Jezed pre:nises, ke..-., said 
pre:nises fi= of JJJ rubbish. c.=. bonlc;s, i'3JlCr cups or prbag:., and upon complc::ion of opc::;ulons shall restore the ~ of the l311d to as nc;u- it:i origin3l 
condition and contourl as is pi"3Ctic:alllc. Tll\lcs and equipment will be lcejJt p3.inted and p=nuble. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this pata.gr3!lh. Lessee shall have the right to remove mac~ine.-y and fixtures plac:d by 
Less~ on the l c:~Sed premises. including the right to draw and remove c::l.Sing, within one hundred twenty (120) d:lys wr tr.c ex;~ir.uico or the tcrmin:uion of this 
lease unless the owner of the soil gr311ts Lessee an extens:on of this 12~ay period. However.~ :nay :lOt remove casing from 311)' wc:U c:~pable of producing oil 
and gas in paying quantities. Additionally, Lessee may not draw and remove c:uing until a.&r thirty (30) <Uys written notice to ~c Commissioner of the Gcnc:-31 
L.1n4l Qtii~ ;mel to the owner of the soil. The owner of the soil shall bc::ome the: owner of any =:.inery, fi:aure.s, or c;uing whic.'l are not timely ~-nc:vcd by Lcssc: 
untl,?~, fc:ms of this paragraph. 

•••• 
• • • • 1:27. (A) ASSIGNMENTS. Unda- the conditions cont:lincd in this p~h and ?:u-:1gr3ph 29 of this lc:ue. the rights 3lld :.states of either pany to this 

lease '"ay be :usi~ned. in ·..,hole or in ;:a. .... and the j:lrovis!ons of this le:~Se :.~1 c:xtc::lcl to and be binding upon their hdn, devisees, lcpl n:;:r-..senulivcs. succ:.ssors 
and~~- However. a change or division in ownership of the: land, rc.,taJs, or royalties will not enlarge the oblig:uions ofL=:, diminish the rights. privileges 
an~ ;JI.ff' ofL:ssc:.. impair the effcc:.ivencss of :1ny payment mac!c: by L=cc or impair the effcetivencss of any let performed by L:.s.se:. And no c:hange or 
division in ownership of the land, n::lt:i.ls, or royalties sh:lll bind Lessee fo r 3liY purpose until thirty (JO) days 3ftcr the owner of the soil (or his heirs, devisc:s.lcgll 
n:~~vcs or assigns) furnishes the: Le:ssec with satisf:u:tory written eviden~ of the change io ownership, including the original recorded muniments of title (or 1 

cerd~ied c~py of such original) wh~o the ownerlhip changed b=e of~ conveyance. A tot:U or p;utial assignment oithis le :ue .shall, to the extent of the intereSt 
assig;ed. relieve and di.sclw-gc Lc:ssec: of all subsequent oblig3l.ions under this lease. If this le:ue is a:s.signcd in its entirety :u to only pact of the a.c;-cage., tho: right md 
opti .. to.~y rentals shall be apportioned ll.! between the sevcr:i.l ownerl J"JU.bly, according to the 3re3 of each, and failure by one or more of tbc:n to pay hiJ share of 
the !ental ~all not affect this lease on the pan of the land upon ;vhic:h pro r.1U renuls arc timely paid or tendered; however, if the assignor or :usignce c!oes :~ot file 3 

ce~~lldpy of such assignment in the General Land Offi~ be fo re the next rent.ll paying dau:, the entm lease shall trnnin3Lc: for failure to pay the entire rcnul due 
undt r Pu/gnph 3. Every assign~ shall suc~cd to all rights and be subject to all oblig:u.ions, liabilitiC$, and )loaltie3 owed to the Swe by the originallcss'c or lilY 
prior JSSigncc of the lease, including any liabilities ro the St:ltc fo r unpaid roy:llties.. 

(B) ASSIGNivffiNT LIMITATION. Norwithst:lnding any provision in P~ph 27(a), if the owner of the soil acquires this le:~Se in whole or in part by 
ass ig;un,nt without the prior wrine:~ approval of the Commissioner of the General Lind Ofii~. this lease is void as of the time of:usignme nt and the ag:ncy pow' r 
of the owner m:~y be forfe ited by the Commissioner. An assignmc::~t will be treated ll.! if it were made to the owner of the soil if the ;wignee is: 

(I) a nomine: of the owner of the soil; 
(2) a corpor:u.ion or subsidiill)' in which the owner of the soil is a principal stocldto!cicr or is an e:nplo:-ee of sue!'! a ~rpor:u.ic.1 or subsic!ilt)': 
(3) a part:'::rship in whic!'l the owne: o f the soil is a pattlc:r or is :1n employee of such a partne:-ship; 
(4) a princ:pal stockholder or employee oi the COijlOr.ltion whic!'l is the owner of the soil; 
(S) a partner or employee in a partnership which is the owner of the soil; A camFlED COPY 
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(6) ~fiduciary for the owner of the soil; including but not limic.:d to~ guardla.n. trv:stce, executor, aCnUni.stntor, rccciva, or co=rv:uor ror the 
owner of the soil; cx-
(7) a f:unily 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 paragT:~ph and Paragraph 29, L=ee ~at any time cxecuu: md delive:- to the owne:- of the soil · 
and place o{ record ~release or rcle= covering any portion or portions of the J~ premises, md lhcrcby s=ndcr this l= as to sucll portion or ;xlrtions, and be 
relieved of all .sub!equent obligations as to acreage surrendered. If any part of this lease is propc:iy sum:ndcred, the delay rcnuJ due under this lease shall be rcd~d 
by the proporton that the sUITe:tdcred aa-...age be= to the ace age which was covered by this lc= ;mmediately prior to such sum:ndc.r; however, such rele~ Will 
oot relieve Less~ of any liabilities wllic!l may brfe accrued under this lease prior to the surre:nCa of such acreage. 

29. Fll.lNG OF ASS1GNMENTS AND R.EL.E.ASES. If all or any part of this lease is assi~ oc rele3Sed. such llnip:~mCnt or release must be recorded · 
the county where th.c land is sil:l.lated. md the ruorded insuuzr.a:t. or a copy of the reccrded instromcn.t ccnified by the County Clci of the county in which llle ID 

instrument is reeordcd. must be ftled in lhc General Llnd Office within 90 days of the last execution dan: accompanied by !be ~bed tiling fee. If any sucb 
assignment is n.ot so filed. the rights ~d under !his l= shall be subje~:t to forfei~ at the 09tion oflhe Commissioner of the General Land Office. 

30. D!SCI..OSURE CLAUS];. All provuions penaining to the lease of the abo~~re<:d land have: Oe:-n i.cc:Juded i.e this in.mument. including the 
st:I.I.Cmeot of the IJ"Ue consideration to be paid for the execution of this lease :md the righrs and dutic:s of the parties. Any colbrrnl a;re=nts con=ing the 
development of oil :md ps from the l=f! prcmisc:s which are not conl:lined in This lease rcnda th..is I= invalid. 

31. FIDUCIARY DUTY. Tbe owner of the soil owes the Stare a fiduciary duty wd nmst !ully disclose any facts ~ting the Swc's intm::st in the leased 
pn:::niscs. Whe:1 the intc.-csts of the owner oflhe soil conflict with those of the State, lhc owna of me soil is oblig:ued to put the Swc's int=ts before his pc:rsona.J 
intc:ests. 

32. FOR.t:EITUR.E. If L=:: shall fail or refuse to make the payment of any sum wilh.in thirty days a.fta- it becomes due, or if L=e or an authoriz=d 
agent should Jc:nowin~ly make any false rerum or fal.se report conc:ming production or drilling, oc if L:ssce .shall fail or refuse to drill any offset well or wells in good 
faith as required by law md the rulc:s 31ld regulations :ldopted jy the Commissioner of the Gc:~cr.U Land Office, or if L= should fail to file reportS in the manner 
required by law or fail to comply with rules and ::egulaticns promt:fgaled by the C~ Land Offic:. the School Land Board. or th.e ltlilroad Commission, or if 
~ee should refuse the ;:roper iUJthority a.c= to the records pc=t:lining to opcr.uioas, or ifL= o r an authoriz.ed .13e:lt should knowingly fail or refuse to give 
com:ct inior "lation to the proper authority. or knowingly (ai..l or refuse to furnish the General L.lnd Offic: a correct log of :IllY we: II. or if L=sc: shall lcnowingly 
v io late any o f the material provisions of this Je:ue, or if tbis l=e is assigned :llld the assignment is :ICC filed in the Gcncr.ll Land Offic: as required by Jaw, the rights 
acquired unc!cr th is lease shall be subjec: :o forfeiture by tbe Comm.i.ssioner, and h.e sh:ill forfeit s=-..:: wbc::l sufficiently informed of the faas whicb 3uthoriz: 3 
fcrfe illli'C. and whc:J forfciu:d the 3J"C3 shall ag3in be subje~:t to le~e under the c=ns of the Relinqni.L'uncut Act. P.owncr, no thing he.-cin shall be cor..sttued as 
waiving the wtomatic u::mina.tic n of :.'lis le:ue by opc."ation of!aw or oy re=n of any speC:al li:mit:u::on arising hcrc:mder. Forfeitures may be sc: aside and this 
le:J.:Se llld all rights the:-eunde~ :-ein.sLated before the :ights ofanothe~ int<:rve:~e upon s:u.isiac:ory mC=ce to the Corruniss:one: of the C-e::~c:-:U Land Offic : offu= 
complianc: with the provisions of the law and o f this l=e and the rolc::s and regulations that may be adopu:d relative he.-cto. 

33. UEN. In =ordanc.:: with Texas Narural Rcso= Code 52.136, the St31.c: shall b.ave a first lien upon all oil and gas produc:d from the are3 covered 
b: this lease to secur: pJYffic::":C of all unpaid :oy31ty and othc:- su:r.s of money that may be~me <hu: ·J.ndcr th is lc3S.:. By =;:>t:l!lc:.: of this le3Sc, Lessee gr.utiS :.'lc 
Sut:, in addition tc the lie.., proviced by T e:us Narun.I R.esouz=s Code 52.136 :111d any other appli=ble SU!Utory lie:t, an c:::pn:.s:s oonc=:ual lien on and se:urity 
interest in alllc:J.Sed minerals in and =~.::d from the leased ;rrc:niscs, all pro=ds which may= to Lcssl:e from t.':e sale of such leased minerals, whether such 
proceeds arc he!d by Less~ or by a third ;:>arty, and all fixtures on and improvements to the lc::tSCd FC-"Tiiscs used in connec::io n with the produc::ion or proc:ssing o( 

such lc:ascd miru:::Us in order to se::ur: rbe paymen t of all royalties or other amounts due or to bccoee due under this lease and to SCC'.lre payment of any damag:s or 
loss thai Lessor may suffer by re3Son o f Lessee's brex."l of any cove:~ant or condition of this Je:ue, whether express or implied. This lien and security inu:=t IIUY be 
foreclosed with o r wit.'lout couzt ;Jroc:edings in the m3tlner provided :n the Title l , Chapter 9 of the Texas Business ltld Commerc: Code. L=ssee agrees thai the 
Commissioner may require Lessee :o c:xe::ute and m:ord such instruments as may be reasonably oec:ssary to aclalowledgc, attach or perfect this lim. Lessee he:-eby 
represents that the.-e arc no prior or superior liens arising from and re!ating to Lc::ssee's activities upo11 the above-described property or from Lessee's 314uisition of 
this lease. Should the Comm issio ner at m y time deu:rmine that this represenuLion is not true, tho the Commissioner may dcclarc this lease forfcic.:d as provwd • 
he~~ • • • •• • . , .. 

34. POOLING. Lessee is he:-e!ly granted the :ight to pool or unitize the royalty ine<:r::s: cfthe owner of the soil under this lease ·Nith any other tepe«~l~· 
or m inerll inter:st for the e:~:plor.uion, dcvelopme:~t and production of oil or gas or either of them upcn the same terms as sh:lll be approved by the School Lind • 
Bo:ud :U":d t.'le Corr.missionc:- of the C-.:ncr.U L311d Oeic.:: fo r t."le pooli113 or unitizing of !.lte :nt.== o f the State under this IC3Se puna:~nt to Tex3S Nar..lt"3l Resources 
Code 52.151-52.153. Tne owner of the soil :~gn:c:s that the inclusion of this provision in th is lease satisfies the c:xec-.1tion requimoents sLated in Tex:J.S N~·· • • 
R:sources Code 52. 152. • • • • 

• •••••• 
35. INDEMNTTY. Lessee ~by rele3SCS and discharges the Sble ofTe:us lEd the OwtlCT of the soil, their officers, employees_ par.ners, agen~ • 

con t"lcto~. subcontractors, guests, invite:$, and their respective successor.; :111d assii!;DS. of and from all and any actions and =c::s of action of every nature, or other 
harm, including :nvironmental harm. for which recovery of damages u sought. including, butnoc limited to, aJl lossc:s and cxpcnsc:s whic:."l are caused b?' the: •• • • • 
ac:i vitic:.1 oft~~ its otfie::rs, c:mploye:3, and agents w ing out o[, incidental to, or rt:Sulting from, the operations o f or for Lc:s.se: on the leasc:d pmruscs. • . • 
here:mder, or that :113)' arise out of or be o<:;as:oned by Lessee's breJc.i of lilY of the c.:rms or provisions of Ibis A~ment, or by lilY other negligent or sln"'Y h:lble 
act or omission of Less~ Further, Les.sce hereby agrees to be liable for. exonerate, indemnify, defe:ld and hold harmless the Slate ofTcxas and the owner oC41!~~ 
their officm , employees llld agents, thc:ir suce::ssors or assigns, ag:llnst any and 311 claims, liabilicc::s, losses, damages, ac"Jons, p= onal injury (including death), 
costs and expenses, or ot.'le~ harm for wh.ich recovery of damages is sought. under any theory including tort. contr:u:'~ or strict liability, including anomeys' fees md 
other legll expe:1ses, including those r:l :u.ed to environmental ha.urds, on the leased premises or :0 m y w;:y related to ~ee"s failure to comply with any 311d all 
en vironmental laws; those arising from o r in any way related to L:ssc:e's oper.uions or any other of L::sse::' s activities on the leased premises; those aris ing ~m 
usse:'s use of the surf:1c:: of the leased pre:nises; and those that may arise out of or be occ:asioned by L:ssce's bre:~c.."l of any of the terms or provisions o~thiS . 
Agreeme:~t or any c.ther Jet or omisSion of Lessee, its direc:ors, officer.;, employees, partners. agents, contrJc<..ors, subcontr:lctors, guests, invitees, and thctr respccuve 
succ:sson and assigns. E3ch ass ignee of this Agreement, or an interest the:: in. ag.rees to be liable fe r , aonerate. inde:nnify, defe:1d and hold harmless the St.:~te of 
Te:c:u and the owner of the soil, their officer.;, e:nployees, and age:~ts in the S:l.!l\C: nunner provided a.b<lve in connection with the a~ivitie~ o f Lessee, its office:~ 
e:nployees., and JI!C:lts as described J.bov:. E.XC EPT A.S OTiiERWIS E E.Xl'R.ESSLY LL\IITED HEREIN, ALL OF 1RE INDE:\t-;ITY OBLIGATION 
A.'IDIOR LL\.BILITIES ASSUMED t ii'iDER THE TER.\G O F THIS AGR.EEME'-1 SHALL BE wrrnot.rr LIMITS A.'<"D WrrnOt.rr REGARD TO TY 
TIU: CAUSE OR CAt:SES THEREO F (EXCLL"DJ"NG PRE-EXISTil'iG CONDmONS), STRlCT LIABILITY, OR THE NEGLIGL'iCE OF A.'{Y PAR 
OR PARTIES (INCLUDING THE N E GLIGE:-iCE O F THE L"o'DEMXIF1ED PARTY), WHETrlER SUCH :"<EGLlGE:-iCE BE SOLE, JO(j','T, 
CONCURRE:"i'T, ACTIVE, O R PASSIVE. 

. ... 



. 36. ENVIRONMENTAL HAZARDS.. Lascc shall usc tbc hi &)lest dep« o( care and ulrcaso!Wile sa(cpards to pn:vmt contamizwion or poUution or · 
~Y cnvU"Onmenta.IZDedium, locludina soil. swfaa: WlUC'S, poundvn&cr, sediments. and swface or subsuma: suau.. ambient air or my other CDYironmentu medium . 
lA, OA. or Wider, tbc lased premises, by my waste, pollutllrt, or contaminant. Les3ee s!W.I not brin& or pcmait to rcmaiD on die leased premises any asbestos 
conwnina nwuWs. explosives, toxic awaiaJs. or substances JqU)atcd as bazardom wastes. hzz:ardous materials. 113zardoas substances (as tbe term~ 
Substance'" is defined iD the CAmprebcnsive &vironmental RC3ponse, Compensation and Liability Act (CERQ.A), 42 U.S. C. Sec:tioas 9601, et seq..). or IOXic 
subsunc:es under my (eden!. stale, or local law or JqU)mon ("lhz:ardous Materials"). except onfizwy products commoaJy used iD COIIIICdioa witb oil and ps 
ccploruion illld development operations and sron:d iD die usual manner illld quantities. LESSl:.E'S VIOU TION OF THE FOREGOING PROHIBmON 
SHALL CONSTlTUTE A MA TElUAL BREAOI AND DEFAULT HEREUNDER AA"D LESSEE SHALL INDEMNIFY, HOLD BAR.\ILESS A."m 
D £FEND TilE STATE OF TEXAS A.'lD THE OWNER OF 1liE SOIL FROM AND AGAINST ANY ClAIMS. DA.'\UG£5, JUDCME:NI'S. PENAL 11£S, 
LlABrLITIES, AND COSTS (INC.VDINC R.EASONABLE A TTOR.._.EYS' fiE.S AND COURT COSTS) CAUSED BY OR ARISING otJT OF (I) A 
VIOLATION OF Til£ FOREGOING PROBJBmON OR (D) THE PRESENCE, RELEASE. OR DISPOSAL OF A.VY HAZARDOUS MAT!JUALs ON. 
UNDER. ORABOUTl'RE LEASED PRL~£5 DURING LESSEE'S OCCUPA.~CY OR CONTROL OFlliE LEASED PRDilSES. LESSEE SHALL 
CLEAN UP, RE..\IOVE, RE.\tEDY A.~'D RD'AIRA.VY SOIL OR GROUND WATER CONrA.\IlNATION A.~ DA."dAGE CAUSED BY THE 
PRESI:'iCE OR RELEASE OF ANY IU.Z.UU)OUS MATERIALS IN, ON, UNDER. OR ABOUT 1liE LEASED PR.ODS£5 DURING l.ESS££'S 
OCCUPANCY OF THE LEASED PRDCSES IN CONFORMANCE WITH THE REQL"'R.E.'tfENI"S OF APPUCABLE U W. TinS 
INDL~CA TIONA.~ ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, UABILITY FOR RESl"QNSE ACTIONS UNDERTA1<!:'4 
PURSUANr TO CE:RCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IM.\IEDlATEL Y GIVE THE STAT£ OF 
TL"<AS A.~ 1liE OWNER OF THE SOU. WJUl"l'l:N NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. UPON 
LLAR.~ING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVlNG A NOTICE FROM A.VY GO~!.AL 
AG£NCY PERTAINL'IIG TO HAZARDOUS MATE.RLU.S WHJCH MAY AFFECT THE LEASED PREMISES. THE OBUGA TIONS OF LESSEE 
HEREUNDER SHALL SURVIVE THE DO" IRA TION OR LUU.IER TEX.\IINA TION., FOR ANY llEASON. OF 1l:IIS ACREE.~. 

37. APPUCA.BLE LAW. This lase is is:suec! under the provisions orTc:as N3Nral R.csourees Code 52.171 throup 52.190, c:ommoD.Iy kno~~W~J as the 
R.clinqWshment Act. and otbu applicable SQIUtc::S and iiiDCndmCla !hereto, and if any provision ill this lczsc docs DOt coniorm 10 lhese SUZUICS. !he ~=will 
prevail over my nonc:on£orminalease provisioas.. 

33. EXECUTION. This oil and ps lease awn be ngnc:d and acl:nowlcdJed by the Lcs:sce bc£ore it is filed o(record in !he county records and in tbc 
Genera.~ Urld Office o(the Suu: ofTaas... Ooce tbe tilina requirements found in ~h 39 of this lease have been Jaristied. tbc dfeaive cia= of this lc:zsc shall 
be the date found on Pace 1. · 

.. 
39. LEASE FlUNG. Pursuant to Chaptu 9 of the Texas Business and Convnc:rcc Code, this lease must be filed of record in tbc office o(the Counry 

Oerit in any county io which all or any pan of the lc=ed premises is loc::1~ illld certi.lied copies thereof must be filed in the Gencnl Land Office. This I= is not 
elfec:tive until a certified copy o(this lease (""IUch is made and ccnified by the County Clerk from his records} is filed in the Gcnc.ral Land Office in accordance with 
Texas Narur.U Rcsouro:s Code 52.1&3. Additionally, this lease shall no! be bindin1 upon the State unless it rcciLC:S the aauaJ and auc consideration paid or promised 
for execution of this lase. The bonus due the Suu: and tbc prc.sc:ribed filin l r~ shall at:CQmpaay suc:h certified copy 10 the General Land Office. 

LESSEE 
BY: C1ay Johnson 

~= ............... ~ ..... ~~~~ .................... __ 
DATE:--'-A-=23 __ -__,.!,/ t___.--~~w __ _ 

STATE OF TEXAS 

BY: ........................................ ~ ..... ~~ ..... ~~ ..... -
Warr en MalcJf~v~~~f~rtl§~furthe St:atef£k~ 

Due:: __________ .,--_____ __ 

• 
~PFTEXAS STATE OF TEXAS 

• 
BY: 
IJifilridual~~.~ly-an-.d_as_ag_ent-:--:-fo-r-:th-e-:S:-tate--o(=:T=cxas------ BY:-:-:---:-: ..... ~ .......... -:--:--:-..... -:-= .................... -

Individually and i1S agent for the S tate ofTcxu 

n .. lt.: . ~r------------------ 0~=----------------------



; .. . -
STATE OF ____________________ ___ 

(CORPORA noN AClCNOWl.EOGMENT) 

COUNTY OF _________________ __ 

BEFORE ME. !be undcniped mtboriry. oa this day pmooaDy appeared:,__ _____________________ _ 

known to me to be the person whose a.amc is subscribed to lbc ~&OlD& iDsaumeDt,. as~-------------------'oC 

Givca IDidcr my lwld md seal ofomc= this lbc. _______ dzy of __________ _,· 19 ___ • 

Noary Public: iD and for __________________ _ 

STATE OF ____________________ _ 
(CORPORATION AClCNO'WI.EDGMENt) 

COUNTY OF ___________________ _ 

BEFORE ME. the VD<Icrsipcd ~lily. oa tbis day pe:soD&IIy ap[lCai"Cd. _________________ ,;__ _____ _ 

known to me to be lbc pc:soa whose ~~amC is subscribed to the forccoi.o& iD.stNmr:m. as. ___________________ --"of 

~"'7------:--~-~--:--.,.----------,---.,.---..,.-..,....--""':"".,.--~':--~llld ac:lalowledgcd to me thu be c:xeCil!Cd the 3amc 
for the purposes and CQnsidcn.tion therein cxp=d. iD the c;apac:ity stated, md as tbc aa and deed of said c:.orporatioll. 

Givm under my hand 111d seal of offic= tbis lbc. ____ day of __________ __, 19 __ • 

Notary Public: i.o and for _________ ___ 

STATEOF ~1({1_ • (INDIVIDUAL ACKNOWLEDGME'IT) 
:"'1 

COUNTYOF to n 'C 

Before me., the unde~igned 3uthoricy, oa tbis day personally 3ppe=d Warren Ma leo lm .C: 1 ark, Trustee of the 
Wa rr e n Malcolm Clark Trust 

lcnown to me to be the persons whose names arc subsaibcd to the fore;oing instrument.. md a.c:lalowledged to me that thc:y executed the same for the purposes and 
consideration therein cxp=d.. 

JILL TURNER GREEN 
MY COMMISSION EXPIRES 

February 21, 2001 

STATEOF ___ ~~(~~---T-----
COUNTY OF__:M...L...:.:4--J.LI..o~=::.....:.....:..... _______ _ 

Noury Public in and for __________ _ 

(INDIVIDUAL ACKNOWLEDGMENT) 

•••• 
I • • 

•• 
• 

•••• • • •••• 
• •••••• • • 

• 
Before me., the undersigned ;authority, on this day pt:rlonally appe:=di ____ _:~~~~"4--ftJ.t.L~~~-d.!.~------ • 

•••••• 
:-Jcn-o_wn __ to_m_e_to--:bc:--thc.,.---pc:rs--ons--w-:-h-ose-a-am-cs-arc--su-hs-cn__,.·b-e-d-to-th-e--:ft:-ore-go-:-in-g--:-inst:um---en-t,-an---:d:-aclal--:--o-w--:l:-ed7g-e-;d"'to'-m-e~th'-at:-th::-ey-cx-e-cu-te--:-d-:th-e-sam--e-::fo:-r-tb:-e-p-urpos-=:-.!s ancf 
considcr.uion therein expressed. : • • •: • 

I q ,,,,,~~··___;,_,:q 2~ Given under my hand and se:LI of of!}c:e this the 

~~------~---- ~ ;fft-:;~. MONICA MARLOWE Nowy Public in and for ___________ _ 

< ;;l~'i"*\ NOTARY PUBLIC 
\V:.);..~h} State of Texas 
~~· Comm. Exp. 10-30-99 



• I ... :. '• 

••• • • • ••• 

• 
•••• • • •••• 

• •••••• • • 
• 

• •••••• • • 
• •••••• • • 

EXHIBIT "A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
AUGUST 14, 1998, BY AND BETWEEN WARREN MALCOLM CLARK, TRUSTEE OF THE 
W AR.REN MALCOM CLARK TRUST, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, 
COVERING ALL OF SECTIONS 29 AND 32, BLOCK 53, PUBLIC SCHOOL LAND SURVEY, 
CULBERSON COUNTY, TEXAS. 

40. Notwithstanding anything to the contrary indicated in Paragraph Three (3) herein this Lease for 
all purposes sha ll be considered a fully Paid-Up Oil & Gas Lease. Said Delay Rentals have been paid in 
full with the Bonus Consideration tendered herein. Delay Rental payment was based on a $1 .00 per net 
mineral acre per year for Four (4) Years. Concluding a $4.00 per acre Pd-Up Rental Payment was made 
in advance for the Four (4) Year Period on the net mineral acres indicated in this Lease. 

41. If, at th•: expiratiou o f the prir;,ary· term hereof, this leas~ is being held by production or a shut-in 
wel l pursuant to the terms hereof, o r 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 expi ration of the primary term hereof, Lessee agrees to commence a continuous drilltng 
program on said lands, or on lands pooled therewith, within 180 days after the end of the primary term 
hereof or within 180 days after the completion of drilling operations being conducted on said land, or 
lands pooled therewith, at the end of the primary term hereof, whichever is the later date; and thereafter 
carry on the continuous drilling program until all proration units have been drilled, allowing not more 
than 180 days to elapse between the completion of one well and the commencement of the next 
succeedi ng well. Should Lessee fail to commence the continuous drilling program or subsequently default 
in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, 
save and except for the proration units surrounding each well then producing, capable of producing or 
upon which operations are being conducted. The term "proration unit" as used in this paragraph means 
any acreage designated as a drilling unit or production unit in accordance with the rules o f the Railroad 
Commission of the State of Texas. Further, the term "commencement" shall mean that point in time when 
the pertinent well is spudded and the term "completion" shall mean the date upon which the initial 
potential test report is filed with the Railroad Commission of the State of Texas, if a productive well, or 
the date of filing the plugging report with the commission, if a dry hole. N otwithstanding the termination 
of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the 
righr of ingress to and egress from said land still subject to this lease for purposes described in paragraph 
I hereof, together with easements and rights of way for roads. pipelines and other facilities on, over and 
across all of the lands still subject to this lease and for the gathering or transportation of oil and gas 
produced from the tetained lands. To1e sole liabilicy or penalty kr the failure of Lessee to .Jrill any well or 
wells required or permined in this lease shall be the termination or partial termination of Lessee's rights 
under the lease as provided abcve . 

In conducting such continuous drilling program, Lessee shall be entitled to accumulate and later use time . 
if any, saved between wel ls, beginning with the second well under this continuous drilling program. If 
one well is commenced sooner than 180 days after the completion of the last preceding wel l, the portion 
of the prescribed 180 day period not used may be carried forward and added to the period berween 
subsequent we lls. 
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-?.5130~ 
Ort ·~,A.J?V'r;.r 

"FilED FOR RECORD" 
AT /IJ:os O'ClOCK ~ M. 

NOV. 5, I 9~~ 

LAP.Ck# 
County Clerk, ~·n :O:ty, Tx 
BY c::>t-e//r"'~ OEPUT~ 

THE STATE OF TEXAS X 
COU NTY OF CULBERSON l.Linda Urlo.a, Clerk of the Conaty Court Ill and 

for aald Count)' ud SlaC.. do benb7 certify that \he foreeolnr • a true and I 9 
correet!l9P1ofedUR 0// <t Cos date<! / 0 -
19.....e! ).. 0..4 .s ~ ~ 

/J y filed for .....,rd in my ortkuhis ......2:.._ d., orO V 
1L2::..!_•• f(). '05 JiM... under Clerk's F1leNo. 5 I SO~ , to be 
recorded Ia the 0 1 '! 1 G « ..S Records of Culberaoo County, 

Texa.. 

TO CERTIFY WHIC)J.'Nitnea my hand and offic1alscal al Van Hom. thil 
. 5 d.,or &.._~< .1s2I.. 

/ ' /1 LINDA URIAS. COUNTY CLERK 
By ?heltfiV·tr:A£e:#~#l" z.!:>. Deputy. CULBERSON COUNTY. TEXAS. 
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ACQUISITION CHECKING 
COMMISSIONER OF T HE GENERAL LAND OFFICE II /4/98 

•: !i'~GON #299:Lease Bonus 

•••• • • • •• • 
• 

•••• • • •••• 
• •••••• • • 

• 
• •••••• • • 
• •••••• • • 

c.hef~ing . . . . . . Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 08/ 14/98 from the State of Texas by Agent 
Warren Malcolm Clark, Trustee of the Warren Malcolm 
Clark Trust, Lessor. in favor of Clay Johnson, Lessee . 

covering a ll of Sections 29 & 32, Block 53, 9 9 Q 14 3 2 ~ 
PSL Survey, Culberson County, Texas. '-' 

002856 
\ 7,084.80 

7,084.80 



, , ,. ,. ,..,.. ,.._ _ .....,,,_.._....., , L,.. I o 

~CQU~IT~8~~~~~~~JER OF THE GENERAL LAND OFFICE 11/4/98 
••• • 

•. ~~~A00N #29-9:Lease Bonus 

• •••••• • • 

• •••••• • • 
• •••••• • • 

Checking Lease Bonus 

Payment in fu ll of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid- Up Oil & Gas Lease 
dated 0811 4/98 from the tate of Texas by Agent 
Warren Malcolm Clark, Trustee of the Warren Malcolm 
Clark Trust, Lessor, in favor of Clay Johnson. Lessee, 
covering all of Sections 29 & 32, Block 53, 
PSL urvey, Culberson County. Texas . 

002856 
7.084.80 

7,084.80 
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Traa:tDJ # 2808 

LBssor: George, Rita Reed 

LBss8B: Clay Johnson 

LIASE IISCftiiTION 

HAL REVIEW SHEET 

~t: 

l.8as8 Data: 

Acr8s: 

L. Collier 

8/14/98 II: D 
524.8 

CIUJty 
CULBERSON 

Base FIB No Part S8c. 1111* Twp SII'VBY 

CULBERSON 

TERMSomREO 

Prmry T 1F11t 

Blnls/ Acre: 

R111ta' Acre: 

Royllty: 

COMPARISONS 

Is years 

c_ 

13/16 

139458 

139459 

~ 
$50.00] 

$1 .00 J 
I 

ALL , '{I • 0 

ALL ~ '/I• 0 

29 53 00 PUBLIC SCHOOL LAND 

32 53 00 PUBLIC SCHOOL LAND 

TERMS RECOMMENIID 

Prmry T 11'111 Is years ~ 
Blnls/ Aln L $50.00 J 

R111ta' Aln I $1 .00 J 
Royllty 13/16 I 

W: # LBSS88 Date lll'lll Boous/Ac. Rlllta'Ac. Royllty llstJn:& 

Abst# 
4686 

4687 

C I C ~ ._______JI L_ ~ C I C:-=:J Last LBasB 

.------,1 I I II II I IC 
~===~ :====:=::-:-:-:---====~ C I I C ~ I I I ::=:::====~ 

I I I I II II I 1~==:::=::: c=- -~ :==============~ I II I L J L L _] ._I __ 

Paid up rental. Gross acres 1 ,280. See Others: Warren Malcolm Clark, Trustee with 262.4 acres, Carolyj 
Clark Oatman Trust with 262.4 acres, W.W. Oatman with 230.4 acres. 

Wednesday, September 16, 1998 





TEXAS GENERAL LAND OFFICE 

GARRY MAURO 
COMMISSIONER 

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 

CULBERSON 

Section: 29 Block: 53 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3/16 

Consideration 

Recommended~U.C ~ / b ....;8 
Not Recommended: ----
Comments: 

Lease Form 

Recommended: fl&1} 'I /1/fl 
j 

Not Recommended: ----
Comments: 

Spencer Reid, Senior Deputy 

Recommended: :j1L 
Not Recommended: ----

Bonus/Acre 

Rental/ Acre 

Date: 

Date: 

DATE: 

(t1 - / 0o t 7 o 

pi(;J.'tp 
MEMORANDUM 

16-Sep-98 

Base File #: 139458 

Abstract: 4686 

$50.00 

$1.00 

Garry Mauro, C= ssioner 

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

Not Approved: _ __ _ 





Texas General Land Office 
Garry Mauro. Commissioner 

December 4, 1998 

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

Re: RELINQUISHMENT ACT LEASE NO. M-100170 
All Sec. 29 & 32, Blk. 53, PSL 
Culberson County 

Dear Mr. Ready: 

Stephen F. Aust1n Bu1ld1ng 
1700 North 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 00170. Please refer to 
this number in all future correspondence concerning the lease. 

Your remittance of $14,294.60, 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. 

Sincerely, 

J>~R' 
Drew Reid 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

DR:MT:mrg 

Punled on recycle<! paper wrth soybean ""' 




