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

A Jul 17 1998 106.66 ACTIVE 
B Jul 17 1998 106.66 ACTIVE 
c Jul 17 1998 106.66 ACTIVE 
D Jul 17 1998 80.00 ACTIVE 
E Jul 17 1998 160.00 ACTIVE 
F Jul 17 1998 80.00 ACTIVE 
G Jul 17 1998 640.00 ACTIVE 
I Jul 17 1998 640.00 ACTIVE 

STATE LEASE MF100185 

CONTROL BASEFILE COUNTY 
--------- ------------ -----------------
07-30900 
07-30919 
07-30928 
07-30937 

SURVEY 
BLOCK 
TOWNSHIP 
SECTION/TRACT: 
PART 
ACRES 
DEPTH LIMITS 

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

134171 CULBERSON 
134172 - CULBERSON 
134173 - CULBERSON 
134174 CULBERSON 

PUBLIC SCHOOL LAND 
100 
00 
18,19,20 & 21 

2560.00 
NO 

JOHNSON, CLAY 
Jul 17 1998 
5 yrs 
0.00 
0.00 
0.18750000 

/055 
/055 
/055 
/055 
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Geaeral Llad Office 
Rdlaquislllaar Acr Luse Form 
Revised, September 1997 

PAID UP 

on. AND GAS LEASE 

TinS AGREEMENT is raadc md c:u~ into th.is..JLday of Ju J y 19_9.B_., bc:wecD the State ofTcas.ldin& by md throop its 
q~ Dorothy F Rjcbardson a wid o w of c F Ri cbard~og d~c~--~d _________________________ of aa a Ogtario I 

Sh reveport, T.l\ 7 1 1a6 said~ent 
(Give Pc:nnment Acldn:ss) · 

herein n:fcrrcd to u the owner of the soil (whcthc:r one or more), ax~d, ___ J...C;...lL.a~yL..J·TUO::l.h.D..Inl.;SS.COI.lP:l.--""""""------,,...------
2 a 3 'Sf · 'A1 a 1 1 , S n i t e R o o of 
Mi d l and TV 70701 

(G1vc: Pamancnt Addrcs) 

1. GRJ.NTING ClAUSE. Fot" md in COCISider21ioo of !he mlOWUS st31cd below md oftbe c:avmants md agrec:nc:nts to be paid, lcq1t and pcrfolllle4 by 
Lc:ssec under this lease. the St:u.e ofTc::us actinc by md throusb the owner of the soil. bcrcby srzts, leases md lc:t:s UDIO Lc:sscc. fDr tbc: sole md only purpose of 
prospecting md dnlling for and produc~ oil and p:s, laying pipe lines. building unJc.s, SZI:IriD& oil and b\lilding power stu:ions. tdcpboac lines md other mu~ 
th=n. to produ~ ~ tW: =of. tr=l :md tnnsport s:aid products of the lease, the foUowing lands s~d in Cn lberson County, s~ 
ofT ex :IS, to-wit: S 

Block 100, Public School . Land urvey 

Section 18: All 

Section 19: All 

Section 20: All 

Section 21: All 

containin.._r; __ 2_..'-'5....,.6._,0..___ acres, mon: or less. The bonus consider.Won p:aid fo r this I= is 3S followr. 

To the St:U.e ofT=:_--!:T...lw~L~au...._T~.;.hl..U.aJ.JlLLl..:::Su:a:Lnl..U.dl:-.c.E...Jiug~hut"-..tHl.JlLLl.Lnu.d..LL.I..r..t:e:..sd...~.-_._s:l.Je~v:...te::..nu...Lt...,. y~:..Ln.L;J.;j ..~.nue::_..taunL..U.dL-.u8..J.2;.../'-""l..l.O~O~:..=..-
Doll:us (S 2 ' 8 7 9 8 ::2 ) 

TotheowneroftheS()il: Two Thousand Eight Hund r ed Seventy - nine and 82/100--

Dollars (S 2 , 8 7 9 1 8 2 ) 

Towbonu.sc:onsidcr.!.t.ioo: Five T housand Seven Hundred F j f ty nine and 64/100 
Dollars (S 5 7 59 6 4 > 

The tot:ll bon u.s consideration paid rcpr=ts a bonus of--:-_...,;F~i~f:-t~y:-:-::-'f=-=:O:.::U~r~:.::a~n~d~N.:..::.OJ../....;1~0~0;-;-=----;:-:-;-=------_-_-_-_-_-_-_-_-_-_-_ 
• • • Dollars (s 54 a a ) per=~ on 1 0 6 I 6 6 net a.=:s. 
••• 

• • •: • . 2. TE;t.'Yf.. Subject to tbe otha provisions in this lease. this I= sh:ill be fo r a tum of F j ve ( 5 ) y ears from this cW.c: 
(he~!h clled ' primary tcnn ") and lS long then: :Uta as oilllld gu . or either of them, is produc.:d in paying quantities from said land. 
As ~din this I~ the tc:rra 'produc:d iD paying quantities" mc:::ms th31 the re~ipts from the sale or other wthoriz:d com:mc::c:al ~of the: substanc.:{s) CO'IC:::d 

*S~~~oH~ft0~·~nala?t~~~~ ~~r"thp1cf1-~ Delay Rental Provision shown as Paragraph #40 • 

5:nJc, 
:ar or its successors (which sh:aJI continue lS the depository regardless o gcs in the ownc:nhip of 
sail!~~ the amount specified below; ition. Lessee sh3JI pay or tend a to the COMMI.SSIONER OF TiiE G~ . FFlCE OF TiiE STATE OF 
TEXAS. 1\T AUSTIN, TEXAS. :a lilce sum on or rc said ~- Payments under this p~h shall Opcr3LC ;u a shaJ.I cover the privilege of deferring 
thc:"~¢lc:ment of a well fo r one (I) yor from said Payrr.cnll under this pangrapb shall be in the: foil · g llllounrs: 

In a like manner and upon like pa . ts or tend~ ;mnually, the commenc;ment of l well rnay be futthe~ defemd fo r suc;:ssive ·ads of one ( I) year eac!! during 
the primll)' term. Al l pa . u or tenders of rcnul to the owner of the soil may be made by check or sight dr.U\ of Lessee, or any usign • this le:ue, a.od may .be 
delivered on or the rental paying d.lt.e. If the banlc design:u.:d in this paragraph (or its succ.e.s.sor bank} should c.::ue to exist, suspe:~d busm liquid.ue. f.ul or 

y another banlc, or for any reason fail or n: fuse to lC""--pt n:nt:ll, L::s.see shall cot b~ held in def:wl~ fo r failure to make such payments or tc: of 



. 4.. PRODUCTION ROYALTIES. Upon production of oil andloc gas. L=e ~·es to pay or cause to be paid one-h.alf(l/2) of the royalty 
provtded for Ill this lease to the Commissioner of the General Land Office of the State of Texas., at Awtia. Tc:x.as. and one-half (112) of sudl royalty to the owner C 
the soil: 

0 

(A) OU... Royalty payable on oil, which is defined as includini allhydrocacboo.s produced in a liquid form at the mouth of the well and also as all 
condensate, distillate, and other liquid hydrocarbons =:overed from oil or gas run throu~ a sepan10r or other equipment, as hereinafter provided, shall be 

3 / 1 6 part of the gross production or the marlcet value !hc:reo~ 31 the option of the owner of the soil or the Commissioner of the 
General Land Offic:, such value to be determined by I) the highest posted pric:, plw premium, if any, offered or paid for oil, cond~ cfistillate, or other liquid 
hydrocarbons, rc:spec:tivc:ly, of a like type md gravity in the general area where produced and wbc-n run, or 2) the highest marlcet price thereof offered ot paid in the 
general area where produced and when nm, or 3) !be g;ros.s proceeds of the sale therctl~ whichever is the greater. L=c: agr= that befor-e my gas produced fro!ll the 
l=d premises is sold, wed or proc:sscd in a plant, it will be run free of cost to the royalty ownc:r3 through an adequall: oil and gas se;r.r.uor of conventional type, or 
other equipment at least as efficient, so !hal all liquid hydrocarbons =:ovo:::r.lble frolll the gas by sudl = will be =vered. The ~t that such gas be nm 
through a separator or other equipment may be wa.ived in writing by the royalty owncn upon suc!1 tcnns and conditions as they prescribe.. 

(B) NON PROCESSED CiAS. RDy:Uty on any ps (including flared gas), whio is defmcd as all hydrocarlxlns and pseoas substances oot defined 
as oil in subpangraph (A) above, produc:d fro111 any well on said land (exc;:pt as provided herein with rc:spec:: tops proc=d in a plant for the extra.ctioa of 
gasoline, liquid bydrocatbons or other products) .shall be 3/1 6 part of the ifOS.S produc<Jon or the marl:et value thcrco~ u the option of the 
owner of the soil or the Commissioner of the Gcnenl Land Office, such value to be b:a.sed oa the h.ighc:st m.arX.et price paid or offered for~ of comparable qaality ia 
the general area where produced and when nm, or the gross price paid or offered to the produ=, whic:hcvc- is the ~ provided tb.a1 the maxilnum ~ ~ 
in measuring the g:as under this lease sb.a.ll oot 31 any time =d 14.65 pounds per square inch absolute, and tile SW!dard base tcmpcrarure sball be sixty (60) 
degrees F~nheit. corrcaioa to be aw1e for prr::s:surc according to Boyle's Law, and for spec:ifu: ~ XQlrdin' to~ ma.dc by the Balance Method or by the 
most approved method of testing being used by the industty 31 the time oftcstin'- . · 

(C) PROCESSED GAS. Royalty on any gas proc=ed in a gas:olinc plant or ocher plant for the recovery of gasoline or other liquid hydrocarbons 
shall be 3/16 part of the residue gas: and the liquid nydrocarbons exttal;+.tfi or the marlcc:t value thc::reot; 31 the option of the 
owner of the soil or the Col'lllllWioncr of the Gcne:a.l Land Office.. All royalties due herein shall be based on one hundred pcrc:..'"llt (!Ooe.r.) of the total plant 
production ofn:sidue gas attributable to gas produ~ from this lease, and on fifty percent (50%), or that pe=t accruing to wsc:e.. wh.ic . .'le"~er is the~. of the 
tot:ll plant production ofliquid hydroc:lrbons attributable to the gas produced from this lea.se; provided tb.a1 if liquid hydrocarbons an: recovered from gas pro=d 
in a plant in which L=c:e (or ia parent, subsidiary or afi"llia.te) owns an interest, then the pc:rcent::~gc appliQble to liquid hydroC31'bons shall be fifty ~t (50"/0) or 
the highest pcrc:nt ac:-..-uing to a thircl party processing gas through such plant under a processing agreement negotiated at ='s length (or if there is no such third 
party, the highest pe:=nt thea being specified in processing ag:reement:s or con= in the industty), whichever is the grc:=. The respective royalties on residue gas 
and oo liquid hydrocarbons shall be determined by I) the highest marlcet price paid or offered for any g:JS (or liquid bydroczbons) of comparable quality in the 
general area. or 2) the jp"OSS price paid or offered for such residue gas (or the weighted ave:-age gross selling price for the respective grades of liquid hyd.roc:ltbons), 
whic:l1ever is the greater. In no event. however, shall the royalties payable under this paragraph x less than the royalties which would ~e been due had the gas not 
been processed.. 

(D) OniER PRODUcrs. Royalty on c::ltboa black, sulphur or :lilY other produc:::s produced or manuf;u:rured from gas (o::c:.:pting liquid hydrocarbons) 
whether said gas be •casinghead, • "dry, • or any other ~as. by fractionating, burning or any other ;=c::ssing shall be . 3 I 1 6 part of the 
gross production of such produe!:S, or the market value thereof: 3% the option of the owner of the soil or the Commissioner of the General Land Office, suc:!l market 
value to be determined as follows: I) on the basis of the highest market priet: of e:u:!:t product fo.r the same month in which such product is produced, or 2) on the 
basis of the average gross sale price of ex.'l product for the same month in which such products arc produced; whicheve:- is the~· 

S. MINIMUM ROYAL IT. During any year after the expiration of the primary ter:n of this lease, if this lease is maintained !Jy production. the royalties 
paid under this lease in no event sllall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shz.il be due and payabl;.on,.or 
before the last day of the month succeeding the anniversary date of this l= a sum equal to the total mnual rental less the amount of royalties paid during IPf" • • 
pre~ding year. If PatJ.grJ.ph 3 of this lease does not specify a delay rental amoun[, then for the PUillOSCS of this paragnpll, the delay re::~tal atnount shall be00f~ • 
dollar (S 1.00) per ac.-e.. : • • • • 

6. ROYAL IT IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commwtoner 
of the General Land Office may, at the option of either. upon not less than sixty (60) days aotice to the holder of the lease, require that the payment of an~tWI!a~ 
accruing to such royalty owner under this l=e be made in :cind. The owner of the soil's or the Commissioner of the Gcneml Uild Office's right to take it! ro)Nty 10 

Jc.ind sllaJI not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's right:s or L=ee's obligations, whether apress ar ~i;d.. 
under this lease. • • • 

• 
7. NO DEDUCTIONS. ~e agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for ~utC .of 

producing, gathering, storing, separating, trc3.ting, dehydrating, compressing, processing, tranSporting, and otherwise making the oil, gas and other produc;tt • • • · 
her::under ready for sale or we. Lessee agrees to compute and pay royalties on the gross value re--..::ived, including any reimbunements for SCVCr.lllC: tax~.~~ • • 
production related costs. • • 

8. PLA.'fr FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportiona.t: share of any fuel wed to . 

proce..ss gas produced hereunder in any proc-..ssing planL Notwithstanding any other provision of this leJ.Se, and subject to the written conse:lt of the owner of th~ soli 
and the Commissioner of the General LlZid Office, wse: may recycle gas for gas lift purposes on the lea.sed premises or for injection into :lilY oil or ga.s producing 
fonnation underlying the leJ.Sd premises after the liquid hydroc::ubons 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 L=ee in a manner which entitles the royalty ownen co a royalty under this lease. 

9 . ROYALTY PA ~IS AND REPORTS. All royalties not taken in lcind shall be paid to the Commissioner of the Gene:-al Land Office a! Austin. 
Texas, in the following manner: 

Plyment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty .on oil is :ue 
and must be rec::ived 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. an fth 
must be received in the Gener:ll Land Office on or before the 15th day of the second month su=:ding the month of production, accompanied by the a.ffi~av lt ?. e f 
owner mlZiager o r other authorized agent., completed in the form and manner prescribed by the C-c:1eral Land Office and showing the gross amount 311d dlsp?SIII~n. 0 

' · d - · th d tion, dJsposmon all oil :llld gas produc::::l JJid the m311cet val ue o f the oil and gas. to gether wtth a C<JPY o f all ocumenlS , records or rej:lOrtS con llnnmg e gross pro uc 



:and market value .includinccas meta readings. pipe! iDe n:ceipt.s, cas line recdpts and other chccl::s or memoranda o( amount produced :and ~ into pipelines, tan1c:s. 
or pools :and cas hna OJ" cas storaae, and any other n:pozU or records which the Gclcnl Land Office may requiR to verify the gross produc:uon. disposition 31ld 

' manet v~ue. In aU cases the authority of a ~or ;aacnt to aa Cor the Lessee bcrcin must be filed in tho General Lmd Office.. Each royalty Parmcnt shall be 
accompanied by a check stub, schedule, summary or ocher remittance advice showi.ac by the assipcd Gc:ncnJ Lmd Office lease number the amount o( royalty ~~c· 
paid on cad\ lease.. If Lessee pays bis royalty oo ot before thirty (30) days a&t- the royalty p8YtiiCD.twzs due, tbc:n LesKe awes a penalty o(S% on the royalty or Ill& 
S2j.~ •. whichever is crcuer. -:-royalty payment whic:b is over thirty (30) days late sh.a.JI xauc a penalty o( 1o-~ o(the ro)'2Jty d~ ~ S2S.OO whichCYer is P=cr. 
In add1tJon to a pc:n.a.lty, royaltia shall accrue in~ 3l a~ of 12% per year, such inta"CSt will bqjn ac:auio& when the ro)'2Jty IS scay (60) days overdue. 
Affidavits md supponinc doc::umcnts which are DOt tileli when due sball incur a penalty in m 3CDOODt set by tho Gcnaal Land Officc adminism.tive rule whi<:b is 
effective on the date when the afficavits or supportinc doc:umeut:s we:e due.. 'The Lessee shall~ 3l1 responsibility Cor paytnl or causinc royaltia to be pw as 
p=ibed by tbe due date provided herein. hymcm of the dcli.oqoency penalty shall in oo vny opcra!J: to prohibit the SQte's ri"" of forfc:itun: as provided by 1nr 
nor aa to postpOne the chu: on which royalties were oti&inaJly due. Tbe above penalty provisioas shal1 not apply in cases of title dispuu: as to the State's portion of 
the royalty or to tbu portion of lbc royalty in dispu~ as to fair rnari:et value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee sball mnu.ally ft.lmish the Commissioner of the Gc::leraJ Land Office with 
its best possible cstiuwc of oil and aas re:se:ves undcrlyinc this lease OJ" allocabl.e to this lease and shall fUrnish said Commissioner with copies of all coatncn llllder 
which ps is sold or pro<:essed and all subsequent ~ .md :unendmcnts to such co~J~r.K:a within thirty (30) days a&:r enterin& imo or r:nalcinc mcb corunas, 
qrecmcnu or DllCDdments.. Such contracts and~ whetl received by tbe GcftenJ UAd ~shall be bcld iD coo.fidellee by the~ Laud Of!ic:c lllllas 
otherwise authorizl:d by l.e3.sec.. All otbc: coattac:ts IUid records pe:rtaininc to the produc:tion.lr&mpclrw:ion, sale and markctin& of the oiliUid ps produc:cd oa said 
prcro.i.ses. includinc the book:s md ac:counts, =ipts md d.i.scharges ohll wells, I3DJa., pools, me=:n, md pipelines shall ll aD titac:s be subject to iospectiou and 
c:umination by the Commissioner of the C=allArld Office. the AttDmey Gencnl, the Govancl', or the represeutative of arty of them. . 

(B) PERMITS, DRn..l...ING RECORDS. Wriac:n ooticc of all operations oo this lease shall be submiacd to the Corruuissioncr of the Gcncn1 
Land Office by L=ee ot Opcr:l10t five (S) days bc:!ore spud eWe, woclcovcr, nHntry, temponl)' abandonment or pluc and abandoMlCtlt o( ucy well or wells. Sotb 
written ootice to the Gcner:al Land Office shall include copies oCR.lilroad Commission fonns for 3pplic:Woo to drill Copies of well tests, completion repom and 
pluuinc reports shall be supplied to the Gener.U Lmd Officc u the time they are tiled with the Te:u.s R..ailroad Commission. All applications, permits, reports or 
other filine:s that reference this lease or my specific: well on the leased premise md !halo= subllli=d to !be Tc:xas IUilroa.d Commission or my other covanmcntaJ 
Olieney sh.a.JI include the word •swc• in the title. Adcfitioo:Uiy, i.o KGOrdancc with IUilro:ad Commission rulc.s, any sjcna&e on the leased prc:::ni.ses for the purpose o( 

identify inc wells, taolc baacria or other ;us.oc:iatcd improvements to the Wid must also include the word "Stall:. • Lessee shall supply th.c Gcnaal Land Office wilh 
:any rc~rds, memoranda. KCOunts, rcports. cuttings md cores, or other infumw:ion relative to the operation of the above-desc:ribcd premises, which may be 
requested by the Gencnl Land Office, ia addition to those herein C%11n::ss.IY provi deli [ot'. Lessee shall b.zvc m cl«triC3l and/or radioac:tivity survey made: oa the 
bore· holc: section, from the base of the swiace c:asins to the toW depth o( well, of all wells drilled on th.c above dacribed premi.sc:s and shall transmit a II'Uc copy of 
the loc of c:3Ch survey on c:ac.h wc:ll10 the Gc:ne:aJ Land Officc withi.o fiib:cn (IS) days after the malcinc of said survey. 

(q PENAL TIES. Lessee: shall incur a pcn.alty whenever reports., documents or other materials arc not filed in the Gc:llc:nl Lillld Office wbc:o 
due. The penalty for loue filin& shall be set by the GencnJ Land Officc administrative rule which is c:ffictivc: on the date when the m.atc:rials ~due: in the Gc:ner.!l 
Land Office:. 

II. DRY HOLE/CESSATION OF PRODL'CTION DURlNG PRlMARYTElUY!.. If. ctnriag the primary t= hc:rc:ofand prior to discov~ and production 
of oil or g:J.S on said land. Lessee should drill a dry hole or hola thc:rcon. or if during the prioury tc:m1 hereof and after the: discovery and a=al production of oil or 
g:J.S from the leased premises such production thereof should= from any~ this I= shall DO( terminate ifoo or before the c:xpir.uioo o f s ixty (60) days from 
date of completion of said dry hole or cessation o( produc:tioo Lessee commen= additional drilling or reworking opc:ncions thereon,. or pays or tenders the next 
:annu:ll delay rental in the same m:mner :JS provided io thi.s IC:JSe. If, during the: last ye:M of the pri=uy tc:m or w ithin sixty (60) d3ys prior the.rc:to, a dry hole be 
completed and abandoned. or the production of oil or ps should cc3SC for any c:~wc, Lessee's rigba shall remain in full for= and effc:c: witho ut further opcntions 
until the expiration of the primary ter'm; and if Lessee has not rc:sumed production in paying qu:antiria u the cxpir.uioo of the: primary term, Lessee: may maintlin this 
le3SC by conducting additional drilling or I":"NOrlcing opcr:~tions pUlSU31lt to P:u-agr:1ph 13, using the c:xpir.uion of the: primary term as the doue of ccssation of 
produC1ion under ?ar.:J.gr.lph 13. Should the first well or any sub.sequent well drilled on the above dcscnbed land be completed as a shut-in oil or ps well within the: 
p~.,~~rm hereof; Lessee may resume: paymc:nt of !he annual reoul in the same manner as provided herein on or before the rental paying d:w: following the 
~~n of sixty (60) days from the dat.e of completion ofsuc:h shut-in oil OJ" gas well Jnd upon the failure to make such payment, this IC:JSe sball ipso facto 
tc:flp¥i\luC !Cat lbc: cxpir.uion of the primary te:m or any time thc:t'C:lfter a sbut·in oil or gas well is loc:;ned oo the IC:J.Sed premi.sc:s, payments may be made in 
:~cco~ance with the sbut-in provisions hcr:of 

•••• 
• • : 12. DRILLING AND REWORKING AT EXP!RA TION OF PRL'Y!.AR Y ~RM. If. at the: apiration of the primary term. nc:!thcr oil nor ga.s is bcinc 

prod~ccd on said land. but Lessee is then e:Jg:~gc:d in drilling or reworking opcr.uions thereon, this lc::I.SC shall remain in force so long :JS o pcr.uions on said well or for 
drilfi~l ~reworking of any additional well are prosecuted in : ood faith and in-wortmanlilce manner without intcrTUptions touling mon: than sixty (60) days during 
any • one ·such operation. :and if they =ult in the production of o il and/or ga.s, so long thereafter as oil and/or g:J.S is produc::d in paying quantities from said land. or 
paynrent of shut-in oil or ,as well roy:!.ltia or compensatOry royaltia is made: :JS provided in thi.s le:J.Se . 

•••• . . . 
•••• 13. C'".:.SSATION, DRilliNG, AND REWO RXING. If. after the c:xpir.uion of the primary tam, pi'IXluctioo o f oil or g:u from the leased pn:mi.ses, .1ftu 

o.,.;.,~~cd, should c:=se 6-om :any c:awe. this lease shall not terotinau: iCLe= commence.s adcfi ticoal drilling or reworking opcntions within sixty (60) days 
afleP such•ccssation, :and this lc3SC shall =a.in in lUll [orcc md c:ffec:t for so long as such opcr.uions continue in good faith and in worlcmanlikc manner without 
intem~ptions totaling more th:an sixty (60) days. If sue.'! drill in& or reworking oper.uio ns result in the: p roduction o [ oil or ii!S. the le:J.Se sh:!.ll remain in full fort: 3tld 
e ffec t for so long as oil or g:J.S is produced from the le:J.Sed prcmi.sc:.s in pay ing quantitia or paymcu of shut·in oil or g:J.S well royalties or payment of compc:uaLOry 
royalties is made as provided herein or as provided by law. I( the drilling or n:worlcing opcr.uions :ezult in the: comple tion o f a well a.s a dry hole, the IC:JSe will oot 
tcrmin.uc: if the: L:.sse: commences addition:ll drilling o r reworking operations within sixty (60) days after the completion o f the well :JS a dry ho le, and this leJSc: 
shill! remain in effect so long :JS Lasec: continues drill ing or J"C"NOrlcing operations in good faith and in a workmanlike: m=c:r without inte:ruptions totaling more 
th;m six ty (60) days. Lessee: shall give: wriac:n notice to the Gener.ll Land Offi~ w ithin thirty (30) days of any cessation o f production. 

14. SHUT-IN ROYAL TIES. For purposes o f this par:lgT'aph., "well" melllS any well that has been a.ssigned a. well number by the s tate agency ~avin.g 
j urisdiction over the production of oil and ga.s. It: at any time after the expiration o f the prinury te= of a leJSc: that, until being shut in. wa.s being mainwned .Ill 
for~ and effect, a well capable of producing o il or ga.s in paying quantities is loc=d on the le3SCd premises, but oil o r gas is not bein{produced for l :~c lc ofsulublc: 

production f:~c i l ities or lack o f a suitable: marlcet. then L.e.ssee may pay as a shut-in oil or gas royalty mlmount e~ual to ~ouw~af~~tal pro i~d in the 
lc::J.Se, but not less than Sl ,lOO a ye'J/ for e3ch well capable of producing oil or gas in paying quantities. lfPlr.l.gT3ph 3

4
o f tfi· ~.JJfit _s~Jt, a 

amount, then fo r the purposes of this par.~y-aph. the de lay n:nul 'J/Tlo unt shall be one doii 'JI (S I.OO) per acre. To be: c:ffectiv 1 1 1 aHliOt.friOI!. i r ty-

b,, ~l ~. "'"":~~~-
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must be paid on or before: (I) rhc expiratioo otthc primary tcTm, (2} 60 claY' a&r tbc Lessee cases to produce oil or &:IS from the J=d Premises. or (3) 60 da 
afta Lcs.sec C:O~plctcs a drill in& or rcworlcing operation in ~~ce with the lease provisioas; whlchevcr date is latest. Such payment shall be made oac.b.Jhl/2) 
to the: C~mmw1on«:r of the Genenl Land Office and ooc:-haJf(l/2) to the: owner of the soil If rile shut-in oil or ps royalty is paid, the lease shall be conside~ to be 
a producmc lease and the payment shaLl c:xtcnd the: tc:rm of the lease: for a period of one YCM from the end oftbc primaty tam. or from the tim day of the month . 
followin& the: month in which production ceased, and, a&r ~ it no suitable production oolities or suitable: m.arlcet for tbc oil or cas aisu, Lcssc:-c may afald the · 
le~ for four more succc:ssive periods of one (I) yar by paying the same amount ca.ch ~ oo or bcfotc the c:xpintioa of cac:.h shut-in year. 

. . IS. ~OMPEN~~TORY ROYALTIES. U: durin& the period the lease is 1o:p1 in e-ffect by ~t of the shut-.i:o oil or ps royal~, oil or psis sold and 
delJV~d ~ pa~g q~ttties from a well loc:aLed wit.b.io ooe thousand (1,000) feet of the !e~d prcm1SCS 3lld completed m r:bc same producmg reservoir, or ill my . . 
= III whi~ dn.inag1: IS oc:curring. the richt to continue to tD.aintaiD the lease by~~ tbc shut-in oil ot ps royalty shall cease, but the lease shall n:maiD eff'e~· · . . 
for the remamd«:r of the year for whic:!l r:bc royalty bas been paid. The Lcs3c-c ~maintain !be lease fot lout more su=ive Y= by L=scc payinz co~ · 
royalty _u the ~y~ty r.u.c provided in the lcasc of the mNkct value of production from the well cw.sinc the drainage or wb.icb is completl:d i:o the same producin& 
reservo.r and wtthin one thousand (1,000) f=t oftbc leased premises. The compcns3f.Ory royalty is to be paid monthly, ooe-ha.lf(l/2) to the Co1JUX1i.S3ioncr of the 
General Land Office and one-half ( 112) to the owner of the soil. bqinnin& oo ot bcfon: the last day of the month foUowi.ag the month in which the oil or ps is 
produced from the well c:au.sinc the dnin:age or tha is complcu:d in the .same producin& reservoir and loc:3D:d withi:o oo.c tboasand (1,000) fcc1 of !he leased premises_ 

IC the compen.sa.toty royalty p-aid i:o ury 12-month period is in an amount less than the annual shut-in oil or ps royalty, L=ee shaJI pay an amount cqu.a1 to the 
difference wi~in thirty (30) days from tbc end of the: U-molltb period. Compcuatory royalty paymentS whic:h arc DOt timely paid will acc::uc: penalty and in- in 
accordance With Paragraph 9 of this lease.. None of these provWons will relieve Lessee of the oblipeoo of reasonable devdopmc:nt nor the obliption to drill offset 
wc:lls iU provided ill Taas Natural R.esoar= Code 52.173; however, 11 the dcu::nninatioo oftbc Comm.ission«:r, md with the Commissioner'~ written approval, the 
payment of compensatory royalties c:m sarisfy the obliption to dnll offset wcll.s.. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the coottary, aft.c:r a well producing or capable of producing oil or ps 11.a:s 
been CQmplertd on the leased premise, Les= shall exercise tbc cfilige:nce of a reasonably prudent opcr.ttcr in drilling suc:!l additional well or wells as may be 
re:uonably n~ for the proper dCYelopmc::~t of the l~ prcnisc and in m.a:rlcc:tin& the produ.c:tion lhcrcon. 

{A) VERTICAL In the cvcut this lease is ill force and e.ffc:t two (2) years after the c:q"ir.Jtion da:c o( the primary or extended term it shall thc:n tcnninatc 
as to all of !he leased pn:misc:s, EXCEPT {I) 40 = SUJTOunding c:x!l oil well capable ofproduciDg in paying quantities and 320 a.c::-cs surrounding cacb ps well 
capable of producing in paying quantities ("lllC!uding a shut-iD oil or g:ES well 3S provided in Paragraph 14 bcreot), or a wcllllpOn which Lc:ssce is then eng:~ged in 
continuous drilling or reworking opcr.uions, or (2) the number ofx:es included iD ~producing pooled unit pursuant to Tens Narural Resources Code 52.151-
52.153. or (3) such grea.r.cr or lesser number of= as may then be aJIOC31Cd for produc:tion purposes to a proration unit for ex. 'I suc:h producing well under the rules 
and regulations of the: Railroad Commission ofTexas, or any suc:-..essor agency, or other governmental :wthority having jurisdiction. If at any time after the effective 
date of the partial termination provisions b.creo{, the applic:a.ble fi eld rules an: changed or !be _well ar wells locw:d th=n arc reclassified so that less acn:a.ge is 
the~ alloc:ued 10 said well or wells for production putpQSC.S. this lnse shall thereupon terminate: as to all ac::-=ge not th=fter alloc:w:d 10 said well or wells for 
production purposes. Notwithstanding the te:nnination of this leze as to J portion of the lands coven:d hereby, ~=shall nevertheless continue to have the: right of 
ingress to and egress from the lmds S1ill subjcc: to this l=e for all putpOscs dac:noed in P:lragnph I hcrco{, together with easements and rights-of-way for existing 
roads, existing pipelines and other e:tisting facilities on, over and aaos.s all the !:111ds dcsc.:ibcd in P~ph 1 hen:of ("the retained lands"), for a.c:=s to and from the 
retained lands and for the gathering or tr.lllspor.ation of oil, gas :llld otbc:r minerals produc:d from d:.c rcc.inea lands. 

(B) HORlZONT AL In the event this Jc:ase is in force and effect two (2) ye:us dl.cr the :xpir.uion dale of the primary or c-xt-'"nded t.c:nn it shall further 
terminate as to all depths below 100 f~ below the tor..al depth drilled (bcreinaft.c:r "dc:pcr depths") in each well located on ac::=ge retainc:i in Piitavaph 16 (A) 
al:ove, unless on or before two (2) years after the primary or cxtc'lded 11:rn1 L= pays an amount :q=l to one -half (112) of the bonus originally paid as 
consideration for this le:!Se (as specified on pag: I hcmJt). If suc:.'l amount is paid, this l= shall be in force and effect as to suc:h deeper depths, and said 
termination shall be delayed for an additional period of two (2) ye:us Jlld so long thc:rc:Uter as oil or gas is produced in paying quantities from ruc:h deeper depths 
covered by this lc:3SC. • • • 

• • • •• • 
(q IDENTIFICATION AND FTI..lNG. The surf~ ac:rc3ge retained hercunder as to e:u:.!l well shall, as ne:uly as ;:Jractic:3.l, be in the form of J sqlll'h~tb 

the well located in the center thereof: or such other s.'lape as 1113)' be approved by the Commissionc::- of the: General L=d Office.. Within thirty (30) dar.s aftCr ~ 
terrnina1.ion of this lease: as provided herein. Lessee shall execute and record a release or releases CQctaining a satisfactory le~al dcscriptioo oftbc ac:e:1ge :llldlor. 
depths not retained hereunder. The reCQreed re!=c. or 1 certified CQPY of same, shall be filed in the General Land Offic:=, ac::ompaniea by the filing fee p~crjc~:l 
by the Gc:nc:ral Land Office rules in effect on the 6u: the rele:ISe is filed. If~ fails or refuses 10 execute and record suc:.'l re!c:J.Se or re!c:ues within nin,of~O • 
days after bc:ing requested to do so by t.he General Land Offi~ then the Commissioner 3l his sole discretion may design:u.c by wria.cn instrument the aae:l{e an or 
dCj't.hs to be released hereunder and record suc:.'l instrument 3t Lessee's expense in the county or CQu.nties whee the le= is loc:lt.cd and in the official recorc¥ of~. 
Ge:neral Land Office and suc:.'l designatio a shall be binding upon ~ for all pwposes. • • • 

• 
17. OFFSET WELLS. Neither the bonus. delay rcnta.ls. nor royal tiel paid. or to be paid, under this lease shall relieve L= of his oblig3tion tl\~~ 

the oil and gas under the: above-dClc:ribcd land from being dr:line:i Lessee, sublc:ssc::. rec:iver or other agent in control of the leased premises shall drill as nMI1 • 
wells u the facts may j wtify :llld shall use appropriate me= Jlld drill to a de;Jth ne=sary to prevent undue drainage of oil :llld gas from the lezed premisCS. .1~ • • 
add ition. if oil and/or g;u should be produ~d in conune~iaJ quantities within 1.000 fe:t of the leased pr~:mis.cs. or in any case where the: leased prem~ is !eing • 
dr.Uned by production of oil or gas, the L=e:, sublessee. rec::ivcr or other agent in control of the lc::1Sed premises shall in good faith begin the drilling of a well or. 
wells upon the leased p re:nises within 100 dar.s a.fter the draining well or wells or the: well or wells completed within 1,000 f¢:t of the leased pn:mises start produc:n& 
in commer~:i al qu:llltities and shall prosecute sue:!! drilling with dilige:~c:. Failure to satisfy the surutory offset obligation m<ry subject this lc::1Se and the owner of the 
soil's agency rights to forfe iture. Only upon the de termination of the Commissioner of the Genenl L:llld Offic: and with his wriaen approval may the paymrnr of 
c:ompensarory royalty under applicable surutory paramet.en satisfy the obligaLion to drill an offset well or wells required under this paragraph.. 

18. FORCE MAJEURE. If, a..tt.er a good faith ~ffort. Lessee is prevented from complying with any express or implied covenant of this lc:=. from 
c:onduc:ing drilling opcr.uions on the leased pre:n.iscs. or from producing oil or gas from the leased prc:n~s by re:ISon of war, rebellion, riots, strilcc:s, 3-C:S of God. 0~ 
any valid order. rule or regulation of government authority, then while so prevented. ~ee's obligJtion to comply with such covenant shall be suspended and Lessc­
sh:lll nor be liabl e: for damages fo r fail ure to comply with suc:h CQvenants; additionally, this le:ISe shall be extended while us.see is prevented, by any suc:h cau.sc, 
from conducting drilling and reworking operations or from producing oil or gas from the: le:ISed prc:niscs. However, nothing in this parag.-;tph shall suspc:~d the: .

1 
pay ment of delay rentals in o rder to mainuin this le:1Se in effect during the primary term in the absence of suc:h drilling or rcworlcing oper.uions or producuoo of 01 

or gilS. 



19. WARRANTY CLA.USE. The: owner of the: soil wanants and :J.grees to defend title: lD the lcas.cd premises. If the ownc:t" of the: soil <kfa.u.lts in 
payments owed on the: leased pmnisc::s, thc:nl..c:sxe ouy ~the: rights of the owner of the: soil in the ~d premises by payin& any mortpge. tz:ta or o!h r 
on the: leased pn:m~. Ifl..c:ssc:c: makes payments oo bc:h.alfofthc: owner of the: soil under this P&rall"39h.lasee ouy recover the: cost of these payments froa:~ ~tau 
n:ota.l and royaltia due the: owner of the soil. · 

. 20. (A) PROPORTIONATE REDUCTION CLAUSE. If the: owner of the soil owns less thm chc entire: undivided surf.:ace estate in the: abov-e 
~=nbc:d land, whether or oot I..esscc'l interest is specified hen: in. thcu the roy31tics and rental bemA provided lD be: paid to the owner oftbe soil shall be paid 10 hizn 
111 the: proportion wbicb his interest ban to the~ wuiividc:d surface csw.c: and lhc ~tics md rental hucin provided to be paid lD the Commissioocr oftbc: 
Cicner31 Land Office of the: S~ ofTexas shall be: likewise prop<Jrtionatc:ly reduced. However, bcfon: lAsce adjusts the: royalty or rental due to the: Coznmissioncr f 
the General Land Office., Lessee or his authorized reprcsc:ntativc: must submit to the Cammissio'DICT of the: GcncnJ I..md Office a wriaz:n .sun:mau which explains~ 
discrepancy be:~ the interest p~ lased under Ibis lease and the xt1W interest owned by the owner ofchc soil. 'The Commissioner of !he Geoer;U Unci 
Offi~ shall be: p:ud the value of the whole: produc:tioo alloc:lblc: lD any undivided i.otucst not covc:n:d by a lease.. lcs.s the: proportiona.te dc:Yc:lopmmt md proct11Ctio11 
eost allocable: to such undivided interest. Ho~. in DO ~nt shall !be: Commissioner of !be C~ Land Offic:e receive: as a royalty on !be: gross pro<luctioo 
allocable: to the undivided intc::cst not lc::s.scd an amount less than the value ofone-sixte=th (1116) ofsucll cro.ss.produc:tioa.. 

. (B) REDUCTION OF PA YMENrS. It during !be primary t=n, a portico of the land covered by this lc::ssc is inc:lYdcd within the: boundaries 
of 1 pooled Unit dl.al has been approved by the: Sehooll..md Board and chc owner of the: soil in ;wx:ordanc: with Narunl Resow= Code Sections 52..151-S2..1S4, or 
if: at any time Ukr the: expiration of the: primary term or the c::xtcndc:d tam. this lease coven a lc:sser oumbc.t of liC'CS thao the: tow unount dcsaibcd hac:ia.. 
payments that are ma.d.c: on a per aac ~is hcmmder shall be: reduced accordin& to t.hc number o(aat:S pooled, n:lascd, sun=<kn:d, or otherwise: severed. so that 
paymcnu dc:tmnined on a per~ basis under the tum.s of this lase dwinc t.hc: primary term shall be c:alc:ulated based upoa the ownbcr of aaa outside: the: 
boundaries of a pooled unit, or, if alter the expiration of the primary term, the: number of ;aaes =ally retained md covc:n:d by this IC3SC.. · 

21. USE OF WATER. L=cc shall hzve the: ri~l to usc: water pTOducefl on said land =ary for opc:n.tiom under this l=sc cxc:pl wa.ter from wells or 
tanks of che owner of the soil; provi~ however, L.c:sxc: shall oot use potable: water or water suitable: for livc:st:o<:lc or irri&:Won purposes for watc:rflood opc:nzions 
w ith.out the prior consent of the: owner of the soil 

22.. AUTHORIZED DAMAGES. I..c:ssc:: shall pay the: ownc:t" of the soil for damages =d by its opcr;uions to 311 personal property, improvc:mcna, 
livestoc:lc and crops co said land. 

23. PIPELINE DEPTH. Whe:l requested by the owner of the soil.~ shall bury its pipc:Hnes below plow dep!h.. 

24. WELL LOCATION LIMIT. No we: II shall be: drilled ne= than r:wo hundred (200) fc::t to any house: or bam now on said premises without the 
written consent of the: owner o f the soil. 

25. POLLtrnON. In developing this are:t, Lessee: sh:ill use the: highest degree of <::ll'C and all proper safcgu.anis to prevent ;>ollution. Without limiting !he 
fore~:oing. pollution of coasul wct13nds.. nan.ual wa~c:rways. rivc:n and impounded w.uer shall be pr:ventc:d by the: usc: of cont:linment faalirics suffic:c:nt to prevent 
spillage:. seepage: or ground w.lt~r coacmin.ation. Ia the: =vent of pollution. Les.sc:c sh311 usc: :ill me=.s :u its disposal to rec:~pl'lln: all esc:;1pCd hydroc::ubons or other 
polluunt and shall be: responsible for :111 damage: to public md priv:tt.e propc:ties. Le.uc:c shall build aod mainuin fc:n~ aroUDd its slush. sump. aod dnin:tge pits 
and tanlc banc:ries so as to protect livcstoc:k 3pinst 1053. dam.age or injury; and upon completion or abandonment of any well or wells, Lc:s.sc:c: shall fill :llld level 0111 
slush pits and cellm and complc:tc:ly clc::ul up the: drilling site: of all rubbish thc::c:on. Lc:ssc:e shall, while: cooduc:ing oper:u:ions on the: l=c:d premises, keep r.Ud 
pn::nises free of all rubbish., C3DS. bo a.lc:s, paper c:ups or prbagc, and upon completion of opc:rations shall reston: tbc: surface of the l:1nd to as nc::1r its origin31 
condition and contours as is prxtiC3ble.. T:mlts 3lld equipment will be: kcjll painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limit:Uions in this paragnph.. Lessee shall have the right to remove rnac:hinc:.-y and fJ.XtUre.S placed by 
Lessee on the: lc::~.Sed premises, including the: right to dnw and remove: casing. within one: hundred twa~ty (120) days aft.c:r the expiration or the termination of this 
lc:~.~ the owner of the: soil gr:111ts Lessee an extension of this 12()....d:ay period. However, Lc:ssce may no! remove ~i.og from my well Qpablc: ofproducin& oil 
andeg:d"' paying quantities. Additionally, us.see may no! dr:lw and remove c::uing until :lft.er thirty (JO) ~s writto..-n co tic:: to the: Commissioner of the: Gmcnl 
~Ka;e and to the: owner of the: soil. 'r.lc: owner of the: soil shall be: come: the: owner of any m.a.c:."ainery, fi:mu-..s. or c::uing wll.ic:h 3n: oot timely removed by L= 
unC!uttc:crms of chis p~h . 

• 
••• • 27. (A) ASSJGNME!'ITS_ Under the: conditions conuined in this pangnph and P~h 29 of this lc::~.SC, the: rights and~ ofc:ithc:r patty to this 

lc::s!, ~~ :lSSignc:d, in whole: or in part. and the: provisions of this lc::uc: shall extend to and be binding upon thc::.Z. heir3, dc:vi.sc:es, lc:g:ll n:prc:scnwives, succes.sot3 
md w igrv. However. a change or division in ownership of the: lmd, rc::1ub, or royalties wiU DOt e:Uarge the: obliprions ofL=:, diminish the rights.. privileges 
ani! ~of lessee. impair the: ef!ec:ive:~css of any payment mace by Le:ssec: or impair the: effectiveness of 31\Y r. ;:c:rforrnc:d l:ly ~ee. And no dtange or 
divi.si~tn in ownc:t3hip of the: land. n:nuls. or royalties shall bind Lc:sse: for any purpose: until thirty (JO) days ilft.cr the: owne:- of the soil (or his hein. devise:S. lepl 
n:p'ViQfi!ives or assigns) furnishes the: L:::ssc:e w ith s:uisfa.c:ory wria.en =vidence of the change: in ownership, inc:!uding the: original recorded munimC-:Jts of title (or~ 
c::rti !iS~ i"'!Y of such origin31) when the ownc:nhip c:banged bc:e:lusc: of a convqanc:e. A total or partial assignment of this I= shaJI, to the: extent of the: interest 
assigned, 'ilievc: and discharge Lessee of all subsc:quc:nl oblig:u:ions under this lc:asc:. If this lease: is iWigned in its entirety u to only part of the: ~e. the: ri"'t md 
opc~-~Y renuh sh311 be: apportioned u between the scvcr.ll owners ratably, according to tbe arc of each. and wl~ by one or men: of them to pay hiJ share of 
the renuJ sh311 no! lifec: this le:!.Sc: oD the: ?art of the: land upon which pro r:lL1 rentals Jn: timc:ly paid or tc:ndc.rc:d; howe-ver, if tbc: assignor or :usignc:: does no! file a 
ce:-J lied copy of sue~ u signmcnt in the Genc:.'":ll Land Offi~ be: fore: the: next rc:nuJ p3ying date:, the: entire le:uc: sh.a.ll trnnina.tc: for fa.ilure to p:l)' the en tin: rene! due: 
uncc:r Par.~gr:tph 3. Every assignee shall succ.ced to all rights and be subject to all oblig:uions, liabilities, 111d pc:naltiCl owed to the S~ by the: originaJ lessee or my 
prior J.SSignee of the: lc:3.Sc, including :ll'IY liabilities to the: St.1te for unpaid royalties. 

(B) ASSIGNMEm LIMITATION. Notwithst:l.nding ll1)' provision iD P:Jr.1Vo1ph 27(3), if the: owner of the soil acquires this lc::J.Sc: in whole: or in put by 
assi!P~Tlcnt without the: prior written approval of the: Commissioner of the Gcner31 Ulld Office. this le:lSc: is void as of the time: of assignment 3lld the agency power 
of the owner may be: forfc: icc:d by the: Commissioner. An usignmcnt will be: lr'C:lted a.s if it wen: roadc: to the owner of the: soil if the: assignc:: is: 

(I) a nominee of the owner of the soil; 
(2) a corpor:uion or subsidiary in which the: owner of the soil is 3 princ:ipill stockholder or is an employee of such a. corporation or subsidiary; 
(3) a partnership in which the: owner of the: soil is a partner or is :1.n employe:: of such a partncnhip; A C,.. ,.. ~ 
( 4) ~ principal stockholder or employee of the corpor.U:ion which is the: owner of the soil;tF IT BI'AR" ... .,E SEA} 91; T~{P~g:ek 
(S) a partner or c:rnployec: in a partnc:rlh ip which is the owner of the: soil; 4 ST _ __ /_:_ U - . -q({ 

®~~ 



(6) a fiduciary for the owner of the soil; including but DOC (jmj11ed to a ~iall.. tna:stec, c:x=r, admmis=r, rceeivcr, or COI\SeTV:ator for the 
owner of the soil; or 
(7) a family .mcm.bc: of tbc owner of the soil or related to the owner oftbe soil by rnarria&c. blood. or adoption. 

23. RELEASES. Under the conditions contained in thu paragraph md P~b 29, L::sscc IU)' at ~y time: =.nc md deliver to the owner of the tJ · 
and place of record a rele= or releases covering my portion or portions of the lc:=d prcm~ aod thereby s=ndc:r this I= as to sud! portion or portious, ~be 
rel ieved ofall.subsc:quet~t obligations as to acreage Slln'Cidc:red.. l!:u~y part of this lea5e Ls properly~ the deb)' rc:u:aJ due under this lease shall be rc:,c:d 
by !he proportion that !he sum;ndc:red ac:=ge bc3n to the a.ange whic:b -.ns covered by this lease: immediately prior to suc.!1 sum:nder; however, such relt:asc will 
oot relieve Lcsse: of my lia.bilitic:s whi~ may have ac:::ued under this lease prior to the SliiT'alder ofsudl &C:"e3iC-

29. FILING OF ASSlGNMENI'S AND R.ELEA.SES. lfa.ll or my pan of this lease is as:sicnc:d oc relused., .suc:b as;sjpmcnl or release must be recorded. 
the: county where th.c lmd is situated. md :he recorded insuumcnt, oc a copy oftbc recorded i.astramc:1t ccni.fied by the Counzy Oc:rlc of the county ill wruc:b the 111 

instrument is re--..Qrdcd, must be filed ill the Gc:nenl Land Offioc within 90 days of the Wt c:xecutioa da1l: xcompanied by the prc:saibed filing fee.. If my suc:ll 
assignment is not so tiled, the riglu:s ~uired under this lease shall be subjea to forfeiture at tbe option ofdle Commissioner oftbc Gcncnl L3nd Office.. 

30. DISCLOSURE CLAUSE. All provuions penain.ing to the lc:asc: o( the a.bove-dc:sc:nkd land b.ave be-en in~luecd ill this insuu.tnent. including tbe 
st:llement of the true considcruioa to be paid for the c:xecutioa of this le= md the ripts and duties of the parties. Ally colW:nl agrc:ments concerning tbc 
development of oil md gas from tbc IQSCd pmniscs wl\idl arc: oct contained in this IC<I:SC n::ader this IQSC ianl.id. 

Jl. FIDUCIARY DUTY. The: owner of the soil owes the State a tiducia-y duty aod amst fully disclose: aay facts ~..ins !he Sb.te's interest in the lc:ased 
premises. When the interests of the owner of the soil conflict with those: of the Swe, the owner of the soil is obligncd to put tbe State's intm:sts before his pc:rsoaa.J 
in tercst.s. 

32. FORFEITURE. lfL.cssc:c shall fail or refuse to malc.e the payment of my sum within tJtirty days after it becomes due, or ill.essc:e or m aulhoriz:ed 
agent should lcnowiagly make any fal.sc rerum or false report concuning produc;tion or drill inc. oc ill= shall fall or refuse to drill my o~t well or wells in load 
faith u required by law and the ruiC3 Jlld regulations adopted by !he Commissioner of the C-=cr.11 Land Office, oc if Lc:sse: should fa.ilto file reports ia !he aunncr 
required by law or fa.il to comply witb rules and rcg"J.luions promulgated by the General Land Office, the School L3nd Board, or d1e !Uilroad Commission, or if 
Lessee should refuse the proper authority ac;css to the records pertaining to opcr.ILioas, oc ilL== or aa authorized 3geot should knowi.ngJy fail or :-efusc lXI give 
~~ct information to the proper authority. or lcnowingly fail or refuse to furnish !he Gcncr.U LJnd Offic: a corrcc:t log of any well or if Lc:ssce sh:~.' A:nowingly 
viol:ue any of the material provisions of this lease, or if !his lease is usigned and the usignmCJ:It is oot filed in the Gcncr.U Lmd Office as required :Jy law, the rights 
ac:.quircd under this l~e shall be subject to ror.::ture by tbe Commissioner, and he slWJ forfcil sazr.c wbCI sufficiently informed of the bets whic;h authorize a 
forfeill.lrc, and whc:1 forfeited the UC-3 shall agai.'l be subjcct to lc:JSe under the tcms of the Relinquishment Ac:t. However, nothing herein sb:lll be construed as 
waiving !he :wtornatic tcrmioa..tion o( this l~e by ope...Won oCiaw or by re:uoa of arry special limitation arising hereunder. Fom:turc:s may be set uide and this 
le:uc 31ld all rights thereunder reirut.:11cd before the nghts ofanothe~ inte:voe upon satisfac:tory rndc:nce to the Commissioner of :he Gc:nc.-:11 Land Office offulllrC 
compliance with the provisions of the law and of this lc.lSe and the rules and regul:uions that 1m)' be adopted relative he..-eto. 

J 3. UEN. In :JCCord:mce witb Texas Narur:U Rcsou=:s Code 52.136, !he: St:W: shall have a first lien upon :111 oilllld :as produced from the area ~vered 
by this l~c: to secure payment of JJI unpaid royJ.ity and o ther sums of moocy that tn3Y bc:alme due under this lc:ue.. By iii:C:j)t:!nce of this lc=. Lessee grants the 
St.:u.:, in addition to !he lien provided by Texas ~aiUr.ll R.c.sourc:s Code 52.136 and arry other applitable starutory lien, an CX>l= contnc::uallicn on and sec1Jrity 
inte:-cst in all leascd mincnls in md cxtrac;-..:d from the leased prc:ni.sc:s, all prooccds wh.ic.'l may accue to Lessc:e from the sale of sue.'! Je:ued minerals, whether sue 
proceeds arc held by Lc:s.scc or by a third party, and all fixtures oa Jtld improvements to the le3Sed prc:nisc:s used in connec::ion with the produ~tion or proc:c:ssin~ of 
.such le~cd miner:lls in order to secure the payment of JJI royJ.itics or other amounts due or to ~l'Jc: due under th:S le~e Jtld to SCI:".u-c payment of any damages or 
loss !hat Lessor may suffer by re~on ofL=ee's br-..xh of any cove=t or condition of this 1=. whether c:xprc:ss or implied. This lien iiDd set:Urity interest may be 
forec losed with or without court proc:---ediDg.s in the m:~t~ner provided in the Title I, Chapter 9 of the Texas Business and Commerc: Code. Lessee ag:rccs that the 
Commissioner may require I..essee to cxc:-.Jtc and rewrd suc:b instruments as may be re:uonably occ.::ssary to ;u;lcnowledge, anac.i or perfect this lien. Lc:sse• ilcr.by 
~presents !hat there :1re no prior or superior liens arising from Jlld relating to Lessc::'s activities upon the above-4escribed propc:ty or from Lessee's ac;quisrao. ~{ • 
this le:ISe. Should the Commissioner 31 my time det.crmine that this rcprc:senudon is not true, thCJ the Commissioner may dc:Oar: this le:ISC forfeited as pro,.ie~ 
herein. : • • • • 

• 
34. POOLING. Lessee is he~!:ly grant.:d the right to pool or unitize the royJ.ity interest of !he owne: oi the soil unde-:- this l~e with JtlY other lets;~oJd 

or m incrJJ interest for the c:xplor.u.ion.. deve lopmen t and production of oil or gllli or either of !hem upon !he same terms liS sh.all ~ approved by !he School ~ • • • 
Board Jtld !he Co mmissione: of the Gencnl Land Office for the pooling or unitizing of !he: intc:rest of the State under this lease pursuant to Texas NaoJr.ll Reeso~ 
Code Sl.I S!-52.153. The owner of the soil agrees thJ.t the inclusion of this provision in !his Jose salisfies the C:XCC'.Jtion rcquin::ncnts swcd in Tcus N~ • • 
Resources Code Sl.IS2. 

• 
35. IND8rfNilY. Lessee bc:r::!:ly rele:ua and disclw'ges the Sute of Texas ;U:d the owner of !he soil, !heir office..~ cmploycc:s. parmcrs, age~ • •• • 

connctors. subcontr.~etors. guests, invitees, and their rc:spcc:'..ive suc=ors and assigns. of Jtld from all and any ~tioru and =ses of action o f every nature .. ~!ler 
harm. including :nvironmental harm. for which recovery of d:unages is sought, including. but oot limited to, all lossc:s :md cxye= wh.ich arc c;;wsed by !Jt:. • • • • 
a~tivitics ofLCSlce_ its officers. cmployce3, and agents wing out ot: ineidcntll to, or resulting from. the oper.uions of or for~ on the lc:ued premis~ ~ 
hc:-eunder, or that may arise o ut of or be oc=:uioncd by tessc:e•s brc:1c.'l of any of the terms or pro.,Uions ofthil A~meot, or by ltl}' other negligent or scnctly lrable 
act or omission o fl.c:s.s=. Further, Lessee hereby ag:rccs to be liable for. c:xoner.u.c, indemnify, de:C:~d and hold han:nless the Sta.t.: of Texas Jtld the owner of the soil, 
their offi cers. employees and agents, their suc=ors or assigns, against any and all claims, liabilitic:s, losses, cbmagcs, acJons, p=onal injury (including dc:WI), 
costs 31'1d expense s. or other harm for which recovery of damages is sought, under lilY !heory including tort. contr:u:t. or strict liability, including :u:tomeys' fc::s 31'1d 
other legal c:tpens cs. including !hose related to environmental haz.J.rds, on !he Je~cd premisc:.s or in my w~ related to Lc:.s.sce' s failure to comply with any and all 
environmental Jaws; !hose uis ing from or in any way relJ.ted to L~sc: 's oper.11.ions or 311Y other ofL:sscc's activities on !he le:lSc:l premises; those arising O:Om 
L.:ssc:·s usc o f the surfac:.: of the leased premises; and !hose !hat m~y arise out of or be ocCJ..Sioncd by ~·s breJch of31'1y of the terms or provisions o~lhrs . 
A greement or any o ther act or omisSion o f Lc:.sse::.. its dire:~rs. officers, employees, partners. ag~t.s. contr.l<:"..ors, subcont:rJc:o rs .. guesu, invitec:.s, and therr respccuve 
suc c.:ssors Jtld ~signs . E:!ch ;us ignee of this Agn:ement, or an in terest !he:ein. a.grc:s to be liable fe r, cxonera.tc, indemnify, defend and hold hJimiCSl the Sr;rtc of 
Te::c~ 31ld !he owner o f the soil, their o ffic:.:rs, emplo yees. and agents in the SJtlle m:lllller provided above in coMection with the J~ivities ofl.dsee, its e ffie:; 
employe:3-. Jtld agenu as described Uxlve. EXCEPT AS OTHERWISE E.-XPRESSL Y LIMITED HEREil"', ALL OF TI1E t'o1> E)~JTY OBLIGA TI01'i 
A.'ID\OR LIABILITIES ASSt:MED l iNDER THE TER.\1.5 OF THIS AGREEME..'IT SHALL BE WITHOUT LIMITS "'-"1> WITHOUT REGARD TO TY 
THE CAUSE OR CAUSES THEREOF (EXCLI..i'DING PRE-EXISTING CONDmONS), STRlCf LIABILITY, OR THE NEGLIGE.''iCE OF A.'l'l PAR 
OR PARTIES (rNCLUDING THE NEGLIGE;-;CE OF THE L"DE~fNIFIED PARTY), WHETHER SUCH ;-;EGLIGD.C:E BE SOLE, JOI:J''T, 
CONCURRE:"'T, ACTIVE, OR PASSIVE. 



.. 
36. ENVIRONMENTAL HA.Z.AJU)S. ~shall = l.be bighc.sz deere: oC arc and ul =!Wile safe pards to pn:vcnt contamination or pollution r ­

any environmental mccfium. includin& soil. surt.ac:c W2&C1S. ~. sedlmena, and surf~ or subswf:aoco: stra.~.a. ambi=t air or 3nY other cuvironmenQJ lllecfi 
0 

• 

in. on, or under, the leased premises, by any waste, polluum, or contaminanL LLs.see sh.all not brin& or permit to remain OG the l~d premises Jny asbestos llnl 
containina mawials, c:xplosivc::s, toxic aw.cria1s. or subsuac=s f'Ci\llaud ~ h.n=fou.s ~ hzz=Sou.s amcnal.s. haz::atdou.s subsWica (as tbc tenD~ 
Subsuncc'" is defined in the ComprchaWve E:avirotlmcnw Raponsc, Compens~on md Liabili ty Ac:: (CERCLA). 42 U.S. C. S«tioas 9601, u seq.). oriOxic 
subsunca under any (edcnl, Stii1C, or local law or rqubtioo ('"lh:z:rrdcu.s ~"). cxc.cpt ordinary pn~ducts commonly u.sed iD cotmeetioa with oil and ps 
exploration md development operations and stored in the 1.tSua1 =and quantities.. LESSEE'S VIOLATION OF THE FOREGOING PROHIBmoN 
SHALL CONSTlTUTE A MA TERLU. BlU:AC:I AND DEFAULT HEREUNDER A.'lol> LE..SSE.E SHALL JNDO£'o!IFY, HOLD HAR.\ILESS AND 
DEFEND THE STATE OF TEXAS A.."m nn; OWNER OF THE SOIL iROM A.."m AGAINST ANY ClAIMS, DA..\-IAGES, JUDGMDrrs. PE:'fALTn:s. 
LlABlLrrn:.s, A..'ID COSTS (INO.UDING REASONABLE A TTOR.."a:YS' FEES A."m COURT COSTS) CAUSED BY OR ARlSING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROmBmON OR (II) THE PRES~O:. RELEASE. OR DISPOSAL OF A..'N HAZARDOUS MA.l"DUAl.s ON. 
UNDER. OR ABOUT THE LE.A.SED PRL'riiSE.S DURING LE.SSE.E'S OCCUP A. "'CY OR CONTROL OF THE LEASED PRE.~ES. LESSEE SHALL 
CLEA."'' UP, RE."rfOVE, RE.'\fEDY A.'lol> REPAIR A."'Y SOIL OR GROUND WATER CONTA.\DNATION A.'ID DA..'rfAGE CAUSED BY THE 
PRES £:'ICE OR RELEASE OF A."'Y BA.Z.UU)OUS MA TEJUALS IN, ON, UND£R. OR A30UT THE LEASED PRDOSES DURING LESSEE'S 
OCCUPANCY OF THE L.EA.SD> .PlU:.'\iiS:ES IN CONFOR.."rfA.."''Cl: WTTH THE REQt.'lRE.\fi:XI'S OF APPUCABLE LAW. THIS 
IND£.'\iNI.FICA TION A."m ASSUMPTION SHALL APP1. Y, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKE:'l 
PURSUA.."'T TO CERCU OR ANY O'l'liEX ~ONME."'TAL LAW OR REGUlATION. LESSEE SHALL L\-L\ID>tATll Y GIVE TID: S'rA n: OF 
T'l::'(AS A. 'II> THE OWNER OF THE SOIL W'Rin'L"l NOTICE OF ANY BREACH OR SL'SP.ECTED BREACH OF THIS PARAGRAPH, UPON 
LEAR. 'liNG OF 11fi: PRESE."'O: OF ANY HAZ..UlDOUS MA TE.RIAI..S, OR UPON RECElVING A NOTIO: FROM A."'Y GOYER."''ML''o"TAL 
AGL'ICY PDITAINING TO HAZARDOUS :'tlA TEJUALS WHICH M.A Y AFFECT THE L.EA.SED PRE~USES. THE OBUGA TIONS OF U:SSti; 
HEREUNDER SlLU.L StiRVIVE THE J::a"IRA TION OR EARLIER TE.R.\IINA TION, FOR A.."'Y REASON, OF THlS AGRI.E..'tfDIT. 

37. Al'PUCABLE LAW. This lase is islucd uc.du the provisions ofT= Narun.l R.csourccs Code 52..171 through 52..190. commonly kno""tt u the 
R..:linquishmcntAa. znd other applie3ble =and mlelldmc:ncs t.h<:n-10, and if any provision in this le.=: doc3 not col1!orm ID these st:iwtcs, the sta.tua:s wiU 
pn:-nil over my oonc:onforminc JQSC provisioas. 

33. EXECUTION. This oil md ps l=.se must be signed :md 3Cicnowlcdged by the L= before it is tiled of:=ord in the county m:ords and in the 
Gcncnl Ut!d Office ofdle Su.tc ofTc::us.. Oac: the filin& requirements found iD ~h 39 of :his (QSe bave bcc:n .sans£ed, the dfcr:i've date of this le.ase shall 
be the dace found on P"a&e I. -

39. LEASE FU..ING. Pursuant to ~cu 9 of the Tc:x:lS Business Jnd Commc:rc: Code. this !c:lSe must be filed o!n:cord in l.be effie:: of the County 
Clerlc in any county in wbic:.!l 311 or my ?art o( t.bc lased prcniscs is loc:u.ed. llld cc:tified copies :hereof must be fil ed in :.he Gend Land Office. This != is not 
effective until ;a c:::niiied copy of this le:~Se (whic:!l is made and c:::tified by the County Clerlc from !lis m:ords) is filed in :he Gc.'lenl Land Office in a.c::ord:~nc:: with 
Tc.x:as Narur:ll R=sour= Code 52.1 3.3. Ad.ditio n:Uiy, dlis le:1Se shall not be binding upon the S~ unless it n:citc:s the ac:uu :utd true ~nsidc~ion paid or ~rcmisc:f 

fo< a•rutioo of~U I=~ Tho boo~ duo <h:=~~;m...., N•' ""ifi•d ~py ~ " " Ocnml Uod Offi~ 

B Y : Cla v Johnson 

~·------------~~~~--------------
0AT2. _ _.$::::::....£-d~r_-"-'ii"------. . .. 

• • • • •• 

STATE OF TEXAS •••• . . 
B'f:••• 
~~--~--~~~--~--------­I~¥¥1¥illy and :u :~.g:nc for the Sute ofT= • • 

D:uc: _________________ __ 

STATE OF TEXAS 

BY:~~--~----~~~~~---------
lndividuailY. md ;u :~.gent for the Swc of Ta:u -

Ri cha r ason , deceased S 
0~=------------------~-------------

STATE O F TEXAS 

BY:~~----------------~~--------
Individuaily and ;u agent for the Succ o(Ta:u 

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



STATE OF _________________ ___ 
(CORPORATION ACKNO~ 

COUNTY OF _________________ __ 

BEFORE ME. lhc undcmgned 31ltbority, oo this day perscnally ~pe21'Cd'----------------------
known 10 me II) be the pc:scm wbcsc name is mhscn"bcd to the fo~10iDc iosawncnt. as. _____________________ ,

0
r 

Given unda my band md SC2I o(ofl5cl: this thc. _____ __;tUr or __________ __.~· 19 ____ • 

Notary Publi~ iD md fot __________________ _ 

STATE OF __________________ _ 
(CORPORATION ACXNOW'L.EDGMENt) 

COUNTY OF _________________ _ 

BEFORE ME. lhc wdcrsigned authority, oa this cby personally l;)pcared _______________________________________ _ 

known 10 me tD be thc penon whose lWnC is subscribed tD the fo~i'OiDC in.stnmlcu, &S--------------------.....:0( 
;:-:-::-------:----:~--:---:---:-------,-,-~----=----,---:-----:------:~--:--::--:-~·;md acl:Dawlcdged to me that he =d the l ame 
for the purposes and c:cn.siclc:r.Won therein c:xpr=cd, io the c:apacity st:~Ieci. and as tbc a.a and dc:ed of said c:crpor.uioo. 

Giv en under :uy hand md SC3.I of offic:: this the _______ day of ___________ _. 19 __ . 

No~ Pub lic in 3tld !Dr __________ _ 

l ' I 
STA TE OF OU \ S \ Ct 'C'\ £t. 

COUNTY OF c <i c\ d 0 

Before: me. t.hc: undc:nijP1c:d1ut!loricy, oa thi.s day pc=onally JPpc=d._._.lD"-"'o,_.r~o"""-'t.._b....._.y..__ .... E...A... __..R,_.,j_.c_h.....,a ... r...,.d'"'s....,.o..,o...._.._..,a..__w.....,j.._d~o.,_w.~~...._ 
of c . E . R1chardsoo, deceased 

known 10 me: to be: the persons wbosc: = c:s arc: subsc::ibc:d to the: forc-:oing insaumc::u. and ou:loowlc:dged :o me: that they = c:cutc:d the: s:unc: fo r th:: ;:Jut::<.sc::s and 
c:cnside::uion thc:rc:in c:xp=d. - • • • • • • 

••• 
Given under my hand 1nd sc:U of effie: thi.s thc:. _ _ __.l...;\_*"'-'-'-=---d:rt of e \J & ~ s-\ . 19 q~ I.:-·~ •. 

Gi-(~ (Q ~ -~~ . ~- . • :·· 
Noury ?ublic in llld forRYLA.''m E. MOO){E, JR., Notnry ~M • 

Caddo ?aruh, Lotmmoa • • • 
My Commission is for Life : • • • • 

(INDIYIDUAL AClOIOWLEDGM:...'IT) • STATE OF _____ ~_,_d£M)_.c..::..c==::.._--.,... __ ---

COU!';TI OF __ ___._~uoJo~~ ...ALJ.o~:ruA~~~t.\-o ---- ---r-: •••• • • •••• 
Before: me:, the undc:n ignc:d authority, oa this d1y personally appc:=d. _____ C1:::::::...l...!~~--t-~...l...L.:cJ~>£J~I,)II=:..I.lo-,.../"---------;-i-L·••:• 

lcnown to me: to be the: pe.~ons whose: n.amc:s ar: subsc:iocd to the forc:~oing instnlmot. llld ao:.'c::owlc:dg:d to me: th3t they c:x::c:utc:d the same: fo r :be ;JIJl?OSC:S llld 

o;onsidc:ntion thc:~in exprc:ssc:d. 
1 

/ 

Given undc:r my hand 1nd sc::U of off!c: this :hc_~~"'-',__J.__ ___ d3y o( 

{;!.~~ MONICA MARLOWE 
f~'/"*~t-\ NOTARY PUBLIC 
!,"!{ 

1
iti State of Texas 

~_., T/ 99 
~p Comm. Exp. 10-30-

Nct:~ry ?-Jblic in llld ror __ ~JU-~ ___ (}..:; ____ _ 

•\ 
,..., ' .. ' .. . ~ . "" .. -?.: ... 
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EXHIBIT "A" 

ATIACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JULY 
17, 1998, BY AND BETWEEN DOROTHY F. RICHARDSON, A WIDOW OF C. E. RICHARDSON, 
DECEASED, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING 106.66 NET 
NIINERAL ACRES, MORE OR LESS, ALL IN 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 production or a shut-in 
well pursuant to the terms hereof, or Lessee is then engaged in operations on said land or on lands pooled 
therewith, or Lessee has completed a well as a dry hole or shall have commenced a well within 180 days 
prior to the expiration of the primary term hereof, Lessee agrees to commence a continuous drilling 
program on said lands, or on lands pooled therewith, within 180 days after the end of the primary term 
hereof or within 180 days after the completion of drill ing operations being conducted on said land, or 
lands pooled therewith, at the end of the primary term hereof, whichever is the later date; and thereafter 
carry on the continuous drilling program until all proration units have been drilled, allowing not more 
than 180 days to elapse between the completion of one well and the commencement of the next 
succeeding well. Should Lessee 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 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 des ignated as a drilling unit or 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" sha ll mean the date upon which the initial 
potential test report is filed with the Rai lroad Commission of the State of Texas, if a productive well, or 
the date of filing the plugging report with the commission, 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 
l hereof, together with easements and rights of way for roads, pipelines and other fac ilities on, over and 
across all of the lands sti ll subject to this lease and for the gathering or transportation of oil and gas 
produced from the retained lands. The sole liability or penalty for the failure of Lessee to drill any well or 
wells required or permitted in this lease shall be the termination or partial termination of Lessee's rights 
under the lease as provided above . 

•••• In conducting such continuous drilling program, Lessee shall be entitled to accumu late and later use time, • 
•: .. •: if any, saved between wells, beginning with the second well under this continuous drilling program. 1f 

one we ll 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. 

A CERTlFIFn r ooy 
If IT BEARS THE 5£4~ 01' Tf ~IJY' , ry q.~ K 
ATTEST ./.f} -C>I:Yz -'fJ' ·>-=>-..-=. ___ _ 

@atlm;;_ 



... . 
• • • ... . 

4 ••• 

• • • • • • 
• 

•••• . . .. 
• •• 
• •• • • • •• • 

• 
•• •• • • •••• 

• •••••• • • 



I 111-11'1 Mt:;:)VUMvt:;:), L.t"' •V 
ACQUISITIOI\J CHECKII'JG 
. COMMISSIONER OF THE GENERAL LAND OFFICE I 0/21 /98 

PARAGON #299:Lease Bonus 

• •• • • • 
Ch&T<ing 
•••• . . . 
•• • 
• 

TIT A,_. ~OURCES, 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 07/17/98 from the State of Texas by Agent 
Dorothy F. Richardson, a widow ofC.E. Richardson, 
dec' d. , Lessor, in favor of Clay Johnson, Lessee, 
covering All of Sections 18, 19, 20 & 2 1. Block I 009 9 Q 116 g 7 
PSL Survey, Culberson County, Texas . 

AC~SrTI~~~~ER OF THE GENERAL LAND OFFICE 10/2 1/98 

• ·~~MOON #299:Lease Bonus • •• 

•••• • • •••• 
• •••••• • • 

Checking Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State ofTexas for Paid-Up Oil & Gas Lease 
dated 07/17/98 from the State ofTexas by Agent 
Dorothy F. Richardson, a widow of C. E. Richardson, 
dec'd., Lessor, in favor of Clay Johnson, Lessee, 
covering All of Sections 18. 19, 20 & 21. Block I 00, 9 9 

0116 
B 

7 PSL Survey, Culberson County, Texas. 

'12,879.82 

002697 
2,879.82 

2.879.82 
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IF IT 6,,. .,~THE A CERnFtEO COPY 
'"""" SEAL OF 7 !f~ 

ATTEST: - , _:.. -czr 

®~ 
? ' Gf!Denl Land omce 

Rdlnquisbmar Acr Lusf! Fon11 
Rf!Vixd. September 1997 

PAID UP 

on. AND GAS I..E.ASE 

~ 

THIS AGREEMENT is made and=~ into t.b.isJ..]_day of Jul :x: 19__9B_. bctweca the SI3Le ofTc:ns, -=tin& by and through its 
q~ Daniel L. Laird, dea11ng in h1s t o !e-anQ sepa r ate pro perty 
________________________ .of 133 West Mi s t l etoe Ay e. 

San Anton i o , TX 78212 · said agent 
(Give Pennmcat Addn:ss) 

ben:in referred to as the ownf!r oflhe soil (whctha one or more), and. ___ CL,-JJ~-<a"41y~·u.T.Lo&Jb~nu..::s:i.loU.JJnL----:---~::--=------
2 a 1 w . 'A1 a 11 s 11 j t e 8 a a or 
Midland TX 79701 

(Give Pcanancnt Add:css) 

1. GRANTING CLAUSE. For md io consid=ttion of the amowus lt3led below md ofd!e covenants md agreements to be paid. kept and perfon=d by 
Lessee under this lease. the Sw.c ofT ens acting by md through the owner of the soil hereby grants. leases aod lets UDtO Lessee, fur die sol.e and only purpose of 
prospecting :md dnlling for and produc:in& oil and gas. laying pipe Jines, building tank.s, saiJig oil md buildiog power stations, tdcpbone lin.es and other suuctun::s 
thactm, to produce, save, lake care of; treat and tnnspoc1 said products oflhe lease, the foUowing lands situated in Culberson Counry, Stue 
ofTexas, to-wit: S Block 100, Public School. Land urvey 

Section 18: All 
Section 19: All 
Section 20: All 
Section 21: All 

containing • 2 , 56 0 IICI"CS, more or less.. The bonu:s consideration paid for this lase is as follows: 

TotheSw.cofTOU3: __ T~w~o~T~h~o~u~s~a~n~d~E~l~·~g~h~t~H~u~n~d~r~e~d~s~e~v~e~n~t~Y~-~n~i~n~e~~a~n~d~~8_2~/ __ 1 ~0~0 __ _ 
Dollars (S 2 , 8 7 9 , 8 2 ) 

Totheowneroftbesoil: Two Thousand Eight Hundred Seventy- nine and 82/100 
OoJJan (S 2 , 8 7 9 . 8 2 

The total bonus consideration paid rcpn:::se:nll a bonus of~___;F~i~f=-t~v...,-~f_,o""u"""'r---'a,.._,_n,_,d;:-..:..:.;J o0<..<../_,1._0"'70':::-:-::-----=-=-=----_-_-_-_-_-_-_-_-_-_-_-_ 
• .. Dollars (S 54 I 0 0 ) per aae, on 1 0 6 I 6 6 net acres. 
••• 

• • •: • .;z.. TElUvl Subject to the other provisions in this lease. this I= shall be for a term of F j ve ( 5) years from this dale 
(hereift cal!cd "primary tctm"') and as long thereafter as oil and gas, or either of them, is produc:crl in paying quantities from said land. 
As used in this lease, the ll':m1 "produced io paying quantities" means that the rccdpts from the sale or other authorized c:ommc:rcial usc of the substancc{s) cov=d 
exceti ~~~of poclcct operational expenses for the six ITU)Dths last past. 

*See·~xnibit "A" attached for Pd-Up Delay Rental Provision shown as Paragraph #40 . 

To the owner of the soil: ________ __:::::...'"<::" __ --::'?"".:::;.. __ --:: _________________ _ 

Dollars(S 
TotheS~ofT-~--= -----------------~~~---------J 

Dollars (S·--------------:::>""'o:::::::::.... __________ .;::,~ 

TowRrntal: _________ ~~~----------------------7~~---------------------------Dollars (S. __ --:::,.....::::::::...._ ______________ .....J 



4. PRODUCTION ROYALTIES. Upon production of oil and/or gas. Lessee a&rees to pay or cause to be paid onc· half(l/2) of the royalty 
provided for in this lease to the Commissioner of the Genera.~ Land Office of the State of Texas, at Austin, Tc:xas, and one-bal.f (112) of such royalty to the owner of 
the soil: 

(A) OIL Royalty payable on oil, which is defined as indudin& all hydrcx:acbons produced in a liquid fonn at the mouth of the well and also as all 
condensate, distillate. and other liquid hydrocarbons r«<vcrc:d from oil or &as run throup a separ.uor or other equipment, as hereinafter provided, sball be 

3 I 1 6 pan of the gross production or the marltet value thcrco( at the option of the owner of the soil or the Commissioner of the 
General Land Office. .suc:b value to be dct=incd by I) the bighcst posted price. plus premium, if any, offered or paid for oil, conden.wc, clistillatc. or other liquid 
hyc!roc:arbons, rcspcc:tively, of a lilcc type md gravity in the gmcni area where produced and when run, or 2) the highest market price thcrc:of offered or paid in the 
gencnJ area when: produced and when run, or 3) tbc poss proceeds of the sale tbe=t: whichever is the grcatct". Lessee agrec.s tbat before any ps produced from the 
leased premises is sold, used or pro<:csse4 in a plant, it will be run free of cost to the royalty ownen through an ldeq~ oil md gas scpara10r of conventional type. or 
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be reeove~ The ~uirement that such gas be run 
through a separator or other equipment may be waived in writing by the royalty oWDC1S upon such tenns and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any ps (Including tlated gas), which is defmed as all hydrocarbons and gaseous subst.aoc:cs DO( defined 
as oil in subparacraPh (A) above, produc:ed from lilY wdl on .said land (except as provided herein with respect to gas processed in a plant for the extral:tion of 
psolinc, liquid bydrcx:arbons or other~) shall be 3/1 6 part of the pss production or the market value th=t: at the option of the 
owner of the soil or the Commissioner ofthc General Land om~ sud! value to be based on the bi&hcst mark.et price paid or offi:rc:d for p.s of comparable quality in 
the general area wbcrc produced and when run, or the pss price paid or offered to the producer, whichever is thc grcatcr, provided that the maximum pressure base 
in measuring the gas under this lease shall DOt at my time exceed 14.65 pounds per square iAch absolute, IDd tbe standard base tempcrat!R shall be sixty (60) 
degrees Fahrenheit, co~on to be made for p= a.ecording to Boyle's uw, and for sp«itic: &nvity ac:cordin& to tests made by the Balance Method or by the 
most approved method of testing being used by the indusay at the time of testing. . 

(C) PROCESSED GAS. Royalty on any gas prcx:c:ssed in a gasoline plant or other plant for tbc recovery of gasoline or other liquid hydrocarbons 
shall be 3/16 part of the residue gas and the liquid hydrocarbons c:xttxttd or the market value th=t; at the option of the 
owner of the soil or the CommissionCT of the General Land Office. All royalties due bcrcin shall be based on one hundred percent (I 00%) of the total plant 
production ofn:sidue gas attributable to gas produced from this lease. and on fifty pcr=t (SO%), or that pcn;ent accruing to ~cc, whichever is the gre:ucr, of the 
total plant prod.uc:tion of liquid hydrocarbons attributable to the gas produced from this lease; provided thar if liquid hydrocarbons an: recovered from gas processed 
in a plant in which Ussc:e (or its parent, subsidiary or afflliatc) owns an interest, then the percentage applicable to liquid hydroc=bons shall be fifty percent (500/•) or 
the highest percent ac:c::ruing to a third party processing gas through such plant under a processing agre=~ent negotian:d at arm's lengtb (or if there is no such third 
pany, the highest percent then bein& specified iA processing agreements or contracts in the industty), whichever is the grc:atU. The ~pective royalties on residue gas 
and on liquid hydrocarbons shall be detennined by I) the highest maricet pric:: paid or offered for any gas (or liquid bydroc::ubons) of comparable quality in the 
general area. or 2) the poss pr:ice paid or offc:red for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), 
whichever is the greater. In no event, ho~er. 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 manufac:n=d from gas (excepting liquid hydrocarbons) 
whether said gas be "casinghead, • "dry; or any other gas, by fractionating. bwning or any other processing shall be . 3 I] 6 part of the 
gross production of such products, or the market value thereof; :11 the option of the owner of the soil or the Commissioner of the General Land Office, Sllch market 
value to be detennined as follows: I) on the basis of the bighest market price of eacb product for_the same month in which such product is produced, or 2) on the 
basis of the average gross sale price of each product for the same month in which such products an: produced; whichever is the greater. 

S. MINIMUM ROYALTY. During any year after the expiration of the primary tcrm of this lease, if this lease is maintained by production, the royalties 
paid under this lease in no event shall be less than an amount equal to the total annual delay rental bcrein provided; otherwise, there: sba.il be due and payablcoon 01' 

before the last day of the month succeeding the anniversary date of this lease a swn equal to the total mnual rental less the amount of royalties paid dwing aw •••• 
preceding year. If Paragraph 3 of this lease docs not specify a delay rental amount, then for the ptuposes of this paragraph. the delay rental amount shall be ClllC. • 
dollar (S 1.00) per ac:re. : • • • • 

• 
6. ROYALTY IN KIND. Notwithstanding any other provision in this lease. at any time or from time to time, the owner of the soil or the Comm~~ol'ir 

of the General Land Office may, at the option of either, upon not Jess than sixty (60) days notice to the holder of the lease, R:'i\Jirc thaL the: payment of any !fYIIi~~ 
ac:c:ruil}& to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General L3nd Office's right to talce its royallY. in 
lcind shall not diminish or ne02' .. the owner of the soil's or the Commissioner of the General Land Office's rights or ~ee's obligations, whether c:xptcs3 o~Inft.eci. 
under this lease. 

t:t-- • • • 

• 
7. NO DEDUCTIONS. Lessee agrees that all royalties accn~ing under this lease (including those paid in kind) shall be without deduction for th• ~tiC 

producing. gathering, storing. separating. treating. dehydrating. compressing. processing, transporting. and otherwise making the oil, gas and other products • • •·• 
hereunder ready for sale or usc. Lessee agrees to compute and pay royalties on the gros.s value received, including any reimbursements for severance taxes k4 • • • 
production related costs. • • 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to . 
process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of the owner of th~ sot! 
and the Commissioner of the General Land Office, Us$ee may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas produc:mg 
fonnation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; no royalties shall be payable on the rec:yc;led gas 
until it is produced and sold or used by Us.sce 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 a.t Austin. 
Texas, in the following manner: 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules c:UZTently provide that royalty _on oil is due 
and must be received in the General Land Office on or before the Sth day of the second month succeeding the month of production, and royalty on gas IS due_ and 
must be received in the General Land Office on or before the JSth day of the second month succeeding the month of production, accompanied by the affi~avlt ~~the f 
owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount a~~d dlsp~SIU~n- 0 

all o il and gas produced and the market value of the: oil and gas, together with a copy of al l documents, records or reports confirming the gross production. disposition 



and market value _inc luding g:u meta readings. pipeline receipts, p.s line receipts and other chccb or memora.nda o f amount produced and ~ut into pipelines, tanks. 
or pools and gas hncs or gas s:toraac. and any other reports or records which the Gcllcnl Land Office DUY require to verify the gross producuon, disposition and 

' m.uht v~uc.. In all c=c the authority of a maDaget" or ;aaent to aa for the l..cl.sec bcrcin must be filed in the G=cral Lmd Offi~::. E:ldl roy;alty payment sJWJ be 
a.c:compamed by a cbeck: nub. schedule, summary or other rcnUttance advict: showing by the assipcd Gcnct2l L.md Office lc.ue number the 3m0Wlt of royalty be" 
paid on ex_h lease.. l!Lc:see pays his royalty ou or before thiny (30) days ;at'tc:r the royalty paymc:U was due; then Less= owes a penalty of 5% on the royalty ·or Ul& 
n$.00, Whichever LS peter. A ro~ty paym=t ~chis OVet" thirty (30} cays Ja.te shall a.cauc ;a pcn;alty of~~~ of the roy;alty due or $25.00 whic:hcvcr is~ 
In addition to a penalty, royalties shall ac=~e izltacst at a r.uc o f 12% per yeM; such inLC:tCSt will ~in accruing when the royalty is 3ix:ty (60) dzys ovc:rduc.. • 
Affidavits and supporting documents which are not filed when due sball incur a penalty in m amoUilt set by the Genera.~ Land Offict: a.dminislr.Wvc rule whidl is 
ctfcc;tivc on tbe dar: when the affi<avits or supportin& documots wen: due. The L=e: sball bc.lr ;all responsibility for payiDg or e:;wsing roya.ltic to be paid as 
pre30"ibed by the due d~ provided herein. hyman of the dcli.oqucnq penalty sbal1 in no way operate to proh.ibit the S lolle's right o f forfcilllre as provided by ~w 
nor a.ct to postpone the~ on which royalties were oril(inally due. Tbe ~ve penalty provisions shall not apply in= of title dlsp~ as to the State's paction of 
the ro)'31 ty or to tbt portion of the royalty in cfispun: as to f.a.it m3rla:t value.. 

10. (A) RESERVES, CONTRACTS AND onrER RECORDS. Lcs.sec slW.l mnually tu:rnUh the Commissioner of the Gc:oeral Land Offic:z: with 
its best possible c:stima.te of oil and gas rcscrvc:s IDldcrlying this lease or alloc:lble to this lc=e and sbaiJ furoish said Commissioner with copies of all contncu DZidcr 
which ps is sold or proa:ssed and all subscqllCX!t a.grcane:nt'S and amendments to Sllch contr.II:%S wilhin thirty (30) d2ys afta entering into or malcic' such contracts. 
agrccmcr~a or illr.tlldmenC3. Such COnlnCU md ;agreements when =ived by the Gc:ocn.l Land Office shall be bcld iD Qlnfidc:ncc: by the Gc:ocn.l Und Ot!ia unless 
oth~ authorized by I..essee.. All odlcr c:.oatrac:ts and ra:ords pe:taiuing to the production. tnmpolt&tion, Y.le and IJ\3rlc::ting of the oil md gas produc:z:d 00 ~d 
p=ni.scs, inc:lud ing the boob and a.c=unts. rec::i pts md. d.iscllaTga of alJ w-ells. tanJcs.. pools. meters. and pi peli.nc:s sbalJ at aD times be sub jca to inspection and 
cx0llnill31ion by the Commis:sicinc:r of !he General Land Offic:, the Anorncy Gcncnl., the Gov=, or the rcprcseut:Uivc of azry of them.. . 

(B) PER.\-OTS, DRll..!...ING RECORDS. W rit%1::::1 notice of all opc:ations ou this lc:ISC shall be submiacd to the Commissioner of the GcncnJ 
Land Office by L=ec or opc:r.uor Jive (5) days before spud d:w:, work:ovcr, rc-c:::ury, tcnporary abandonment or p lug and i!bandonme.·a o f any wcU or wells. Such 
wrinc:n notice to !he General Land Offic:z: shall include copies ofR.illro&d Commission forms for a.pplic::Wcn to drill Copies ofweiii.C3tl.; completion reports Mcf 
plugging reporu shall be supplied to the Gcnc:nl I.md Office at the time they OR filed with the Texas lUll road Comm.issicm.. AJJ applications, permits. reportS or 
othet" filing:s that R:fercncc this le3SC or any specific weU on the leased prcmlscs and that are subatittcd to the Texas R."li lroad CQaunission or any other governmental 
:~&cncy sbalJ include the ·~rd "St:ue" in the tiuc.. Addition.ally, in ~ce with R.a.ilroad Commission rules, my sig:a&-e o n the leased pr=lscl fo r the pwposc of 
identifying we!ls. taalc battcric:s or other ~d improvements to the ~d must also include the word •stan:. • ~ shall supply !he Gc:ler3l Land Office wilh 
&11)' n:cord.s, memoranda. ~unu. reports, cuaings and cores. or o ther information relative to tbe opet:Uioa of the ilbove-dcsaibcd p=iscs, whic.'l may be 
requested by the Gcn.craJ Land Office, in addition to those herein expressly provided CoT. Lcssc: slu..ll have an electrical ;md/or radioactivity survey made on the 
bore-hole section, from the b.se of the: sunac: casing to the tow depth of well, ofa!J wells drilled on the above described prc:nisc.s and shall tnnSmit a !nle copy of 
the log of uc:h survey on l:3ch well to the G=c:r.l.l Land Offic::: within flftecn (IS) cays after the making of said survey. 

(q PENAL TIES. l..c:s.s= sball inC".u a penalty whenever reports, docwncni.S or other materials are not filed in the Gene-ral Land Offic:z: who 
due:. The penalty for l:ue filing shall be sec by the Gener.il Land Offic::: adminutr.lrivc rule whic."l i.s effective on the date wb= the m=rials were due in the General 
L3nd Cfficc. 

I I . DRY ROLE/CESSATION OF PRODuCTION Dl.'1UNG PRIMARY TEU.t. U: during the prim:lr)' tam hc.-eo f and pr.or to discovery and production 
of oil or g:u on said land, L=scc should drill a dry hole or holes thc:.rcon, or if durin& 11-.e primary term hereof and after the discovery and a.c:uaJ ;>reduction of oil or 
g:u from the leased prc:nisc.s suc.'l production thc.~f should = from any ~ this lc= shall not tc:minatc if on or l:>c:fon: the cxpir.uion of six:cy (60) day3 from 
date of completion of said dry bole or cessation of production Lcsse: commcr~c:es .ldditional drilling or rcworlcins opcr:uions then:on.. or p;rys or tccder3 the nc::a 
annual delay n:nlal in the s;unc manner ;u providc4 in this lease. If; during :be last ycr of the priiJUl)' tam or w ithjn ~ (60) dayl pr.or thcrc-.o, a dry hole be 
complc:.cd ;md ab31ldoncd, or the production of oil or gas should= for any c:~usc, Lcsscc's rights shall remain in full fore: and eff~ wit.'lout further opcntions 
until '-'le cxpin.tion of the prim:lr)' term; and if Lessee has not resume d production in paying quantities ;n the cxpir.uion of the priiJUl)' t=u, Less~ may nuint:lin this 
lc= by conduc::inz .ldditional drilling or rcworicing oper:uions pursuant to P:u-a.gnph 13, U3ing the expiration of the prirrury tcnn as the date of =arion of 
profu~on under P3111gnph 13. Should the firn well or any subsequent well drilld on the above dcsc::ibcd land be completed as a shut-in oiJ or gas well within the 
P~~~.t!nn hereof. l..euce may rc3umc paym=t o f the annual n:nal in the ~e manner as provided hc.--cin on or be for: the: rcnt:l.l paying date following !he 
expJraf~n of sixty (60) d:~ys from the date of completion of such sbut-in oil or g:u well and upon tbe wlur.: to make suc:!l payment, this lese shall ipso fa.c:to 
tc~mrn&tct If 3L the expiration of the primary tcnn o r any lime therc:lftu a sbut-in oil or gas well is IOQt.cd on the lc:ucd ;:I"Clllises, p;symcnts may be ma.dc in 
ac~?dan~ wit.'l the sbut-in provisions be:-eot: • 

• • • :• • 12. DRlLUNG AND R.EWOR,\GNG AT EXPIRATION OF PRL'viARY TE.~'Yl. It: at the c:tpir.uion of the primary term, neither oiJ nor gas is being 
proa4~d•on s:Ud l:lllci, but Lessee i3 then engaged in drilling or rewl)rlcing opc:ation.s tbe:-eon. this le3SC shall remain in fore: so long as operations on said •.veil or for 
drJI'IIIi oC reworking of any additional well are prosccut.ed in good f:Uth and in-worionanlike manner without int.e:TUption.s touling more than sixty (60) d:~ys during 
;mr-one~~ch oper:~tion, and if they =ult in the production of oil 3lldlor g;u, so long there:lft.er as oil and/or gas is produced in p:rying quantities from s:Ud land. or 
paymtnt of shut-in oil or g;u well royaltic3 or compell.SOilOry royalties is made as provided in this lc:uc . 

•• •• 
• • • • • • IJ. CESSATION. DRILLING, A.~ REWOR.KlliG. If. a.ft.cr the expir.u.ion of the primary tt:rm. production of oil or~ from the leased ;~r::miscs. after 

once obtained, should =c from 311Y c:au.sc:. this lc::uc shall not tcnn~ if~sscc commcnce.s additional drilling or rcwork:lng opcntion.s within sixty (60) days 
aft~; ~J&e.ss3Lion. :tnd this le:1se shall remain in full force a.nd effeet for so long as such opcr.llions continue in good faith and in worbunlike manner without 
interruptions totaling mon: than sixty (60) days. If sue. 'I drilling or rcwork:ing oper.uions n:3ult in the production of oil or ps. the lease shall remain in full force ltld 
e ffect fo r so long as oil or gas is produced from the Je:ued premises in paying quantities or payment of shut-in oil or g;u well royaltic.s or payment of compe:\Sa!Dty 
royalties is made as provided he:-ein or as provided by law. If the drill in& or reworlci.ng opc:r.uions n:3Uit in the completion of a well as a dry hole, the lc:asc . ..,ill not 
t.cnnin;)..[e if the L:sscc commcnce.s additional drilling or reworking o pcr:uions within sixty (60) days after the completion oftt:c well ;u a dry hole, :llld this le:l.Sc 
shall remain in effect so long as L..-ssc:e continuc:s drilling or rewl)riCng oper:uions in good faith :llld in a worlcnanlike m:uu1er without int.erruptions [.)Wing moll: 
than sixry ( 60) days. Lessee shall give wricen notice to the Ge:~er:LI Land Offi~ within thirty (30) days of any cessation of production. 

14. SHUT -IN ROYAL TIES. For purposes o f this p3.1":l.gr.lph. 'well" me:!l\S lllY well tha: has be:n usigned a w e ll number by the St::lLC agency ~avi~g 
jurisdic:ion over the production of oil and g;u. If. at any time: aft:r the ex;> inti on oi the primlt)' t.crm of a lease tha.c, unci being shut in. was being mainumed ~ 
force 3lld effect, a well c:1pablc o f producing oil o r gas in paying q=titiC3 is lcx::w:d on the le:ucd prcmisc.s, but oil or gas is not being produc.cd for lac!c ofsult.abie 
p roduction fac: ilitic.s o.r lac:!c of :a suitable marlc:t, then Lc:3see may pay :u a shut-in oil or gas royalty JJlllTlount eqU3l lo doubl e the llVIUal r;nt.al provided in the 
le ase, but not less than S l,200 3 ye3t for each we ll capable o f producing oil or ~as in paying quantiti es. lfP~]l3 of this 1~!11100~ a dei3Y rc:u.:ll 
amount, then for the: purposes of this pangnpl\. the: delay rent:ll amount shall ~e one doll3t (S 1.00) pe r ac~e . 'I'd Sl"!W~b~TJh'l-tC;n;BifJJr gas royalty 

ATTEST: Z./7 -...o/LtL. .:.?j tf 

®~;_, 



mwt be paid on or before: (I) the expil21Jon of the pl'ilnuy term, (2) 60 clays alter the Lessee c:=ses to produce oil or gas from the !cased prc:m.iscs, or (3) 60 days 
a&r ~e c:ompletc:s a drilling or rewori:ing opc:n..r:ioa in ~rdanee with the lease provisioas; whlehc:ver da.te is la.tc:st.. Such payment shall be made one-half(ll2) 
to the C~mmissioner of the General Und Office and one-half (112) to the ownc:t' of the soil. If the shut-in oil or~ royalty is paid, the lease shaiJ be c:on.sidcred 10 be 
a ;>roducmg lease and the payment sha.IJ c:xtend the tmn of !.he I= for a period of one y=r from the end of the pnmary tc:rm.. or from the first day of the month . 
following the month in which produc:tioa ceased, md, a&r tlw, it no n~iu.ble production fxilities or suiu.ble rna~Ut for the oil or gas c:xisu. ~may extend the · 
le:ue for four more su=ive periods of one (1) ye:u by paying the wnc m10unt each y<:::M on or before the expintion of C2Ch shut-in ye:~r. 

I 5. COMPENSATORY ROYAL TIES. 11; during the pe:iod the IC2SC is 1o:pt in etrea by payment of the shut-in oil or ps royalty, oil or psis sold and . 
delivered in payi.oc qual\tities from a w'Cllloe31ed wilhin oac tbo=d (I ,000) fee-t of the leased premises and completed in the same producing reservoir, or in any 
case in which drai.n3ge is e<:curring. the right to cootinuc to maintain the lease by paying !be shut-in oil or gas royalty sh.all c:casc, but the lease shall remain efre:tive. 
for the remainder of ::he y-ear for whicb the royalty l:w b=n paid. The~ m.zy maintai.a the le:ISC fer four mere suc=sive Y= by L:s.see paying COitlpCnsau)ry 
royalty at the royalty rat.c provided i.a the I= oftbc mMlcet value of production from the weD causing tbe clniDa&e or which is completz:d in :he =e producing 
reservoir and within one thousand (1,000) fe:t of !he le=d prc:mi5c:s. 1bc c:ompcns2%0ry royalty is to be paid monthly, oac-half (l/2) to the Ccmmissioncr of !he 
General I....and Office and one-half (112) to the owner oftbc soil. beJinning oa or before the last day oftbc month foUowing tbc montb in which the oil or :u is 
produa:d from the ~II causing the dnin:a&e or tbu is comple".ed in the same producing rc:scrvoir md locatCd widlin one thcanad (I ,000) feet of the lease~~ 
If the c:ompcnsarory royalty paid in ury 12·rnonrb period is in :m amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
diffcm~ce within thirty (30) days from the end oftbe 12-mondl period. Compensatory royalty payments which are not timely paid will aa::rue penalty and interest in 
accordlV!ce with P~h 9 oftbis lease. Ncne oftbcsc provisions will relieve Lasce oftbc obliptioa ofn:=nable dc:vdopment nor the obliption 10 drill offset 
wells u proviecd in Tau Naru:raJ R.c:oar= Code 52.173; bo~. u the dctc:nninalion of the Commissionc:t', and with the Commissioner's written approval, the: 
payment of compensatOry royalties can saru.fy tbc oblig.Jtion 10 drill offset w-ells. . . 

16. RETAINED ACREAGE. Notwithstanding any ;~revision of this lease to the cootr.lr)', after a well producing or capable of.prodlx:ing oil or gu 1w 
been completed on the leased premises, L=ec shall exercise the diligence of a rc::lSOnably prudent opcntcr in drilling n~cb additional wc:ll or wel ls as may be 
reasonably n~ fer the proper development of the le:ucd pr=isc and in m.arlc=tin' the production thereon. 

(A) VERTICAL In the ~ent this lase is in !"ora: md e!!"= two (2) yean~ the cxrir.lrioa date of the j)r'.mary or c:x=ded tcnn it shall then tenninate 
as to all of !he l=d premises, ECCEPT (1) 40 = sunt~unding :XI oil well c:3pable of producing in paying q\Witities and 320 =surrounding each ps well 
C3;)able of producing in paying quantities (indudin& 1 shut-in oil or &as well as provided in Pangraph 14 bac:ot), or a well upon which Less~ is then engaged in 
continuow drilling oc rc:wortlng openticns, or (2) tbc number of ac:-t.S indudc:d in a producing ;>oolc:d unit pursuant to Texas Natur.ll Rc.so= Code S2.151· 
52.153, or (3) suc.'l gre:ltc:T or IC3ser number of ;w:re:s ilS may then be allcx::~U:d for production puzyoses to a pror.uion wtit for =)1 suc.'l produc:ng well under the rules 
anc! regulations of !he Railroad Commission ofTc::us, or arry su=r :1ge:u:y, or othCT govc:mme::ul authority having jurisdiction. If at any time~ the effective 
date oi the partial tc:::nination provisions hereof; the applicable field ruiC3 arc c:.h:mged or the ;.otell or wc:lls lo=rl thaeoa a:rc: reclassified so that less ~e is 
thc::-:.:lftu alJoQted to .said well or wells for production purposes. this lns: shall thereupon :c::miruuc: u to all =g:: not thce3iter ~ lo=d to said well or wc!b for 
prccuction purpose.s. Notwiths=ding :he :e:mination of this l=se :u to a portion o f the !:111ds covered hc:n:by, L== sh:IJI nevertheless contioue to have the right of 
ingress to and egress from the lands still subj~ to this le:ue for all purposes d.:.scribed in ~h 1 hereof; togetl'ler with easemots and rights-->f-way for :xistin: 
roads, existing ?ipelines md other :xisting facilities on.. over lV!d acoss all the: lands de3c:ibc:d in Plt":l.gTJph I hereof ("the: re:ainc:d lands"), for :~eccss to and from the 
rcuined lands ;u,d for the gathe:ing or tr.uupof1.ltioo o f oil, gas ;)l]d ot.'ler miner:Us produc:d frcm the: ret:lined lands. 

(B) HORlZOl'I"T AL ln the c:vent this lc= is in !"orce 31ld effect two (2) y~ a.fta the expir.uion date of the primary or cx-.tnded tcm it shall further 
tc:nninate as to ~I dQths x!ow 100 fc-::1 below the tot.a.l depth drilled (be:-einadc:r "dc::;x:r dc;lths") in c:3C!l wc:!ll~d oa ac:-:::tg: re:aind in ParJgraph 16 (A) 
al::cve, unle$S on or be:"or:: two (2) y~ after the primary or c:xt=ded term L=ce pays an :unount equal to one-halt ( l/2) of the oonu.s origin~ly paid ilS 
consideration for this lc:!Se (as specifed o n p~e I be.-eol). If n~c.'l :unount is paid. this le:ue shall be in force a.nd e ffect as to suc.h de::j)Cr dej)ths., and uid 
termination shal l be delayed for a.n additional per.od of two (2) years md so loog therc3ft.er ;as oil or gas is prcduc.:d in paying quantitiC3 from such dec:j)C:t' depths 
covered by this lease. . .. 

• • • 
(C) IDENTlFICA TION AND FlUNG. The ~ =ge re:ained hereundc:t' as to =!! wcU shall, as nc::u-ly ;as practical. be in the fonn of a sq~ t-ith 

the well located in the center thereof; or such other shape J.S m:J)' be approved by the Commissioner of the General L.lnd Offic.:.. Wit.iin thisty (JO) days ~p D~ 
termination of this lc:3Se as provided h=i.o, L=: shall a:cut: a.nd record a re!c::lSc: or releases cocuining a satisfac:ory lc:pl dcsc::iptioo of the acrc:::tge :l!d/of • 
dc:;:: ths not reuinc:d hc::-eunc!er. The r:coreed re!c::ue.. or 1 c.enilied copy of same. shall be fi led in the General L.lnd Offi~ =mpanierl by the filing fee prescrlbcd 
by the Gcner.U L..lnd Office rules ia elfec: o n the 6te the rele:ue is fil ed. lf ~ fails or n:fuses to execute md record sue!:! rei= or rele:uC3 within ninl"'!(!l&)• 
days :lfter be ing requc:.st.c:d to do so by the C-ener.U L.lnd Office.. thc:1 :he Commissioner at his sole dis= tion may designaz.e by written instrument the ~e andlor 
de;::ths to be released hereunder a.nd reeord suc.i illStl'Ument at ~·s apcnse in the county or counties wbere the lease is locat.ed a.ad in the official reco~ ~fOe:. 
Gcnc:r.ll LJtld Office md suc.'l designation shall be binding 'JPOD L=c: for Jll purposes. • • • 

• 
17. OFFSET WELLS. Nc:ithc:: :he bonus. de!:J)' :c:nl.lls, nor royal tic paid, or :o be paid, under !his lease shall n:liev: Lcs.s= of his obligJtion to J"'¥.-""1 

the oil and gas under the: a.bove-desc:fbed land from being dnined. Less=, sublessee. receiver o r ot.'lcr agent in control of the lc::ued pr::mis~ shall drill as~ • • 
wells :u the :ac-.s may j ustify ;u,d shall usc :~ppropriue means Jtld drill to a dej)th ne-...cssary to pn:vc:nt undue dninage of oil and gilS from the leased prerni.s$S. In 
addition. if oil md/or p.s should be produc.:d in c:omme:c:ial quanti tic within 1,000 fc:c:t of the leased premises, or in any C:ISC where :.'lc: leased premises is~lhl: • 
druncd by production of oil or J:lS. the L::s.see, n~blcssee. receiver or other 3gcnt in control of the le:ucd premises shall in good faith begin the drilling of 3 well or_ 
we:! Is upon the: le:tSc:d p remisC3 w ithin 100 days liter the dnining we: II or wc:lls or the well or wells Qmplc:tc:d within 1,000 f~t of the leased premises swt prcduc:mg 
in c.:>mmercial qu:mtitic:s and shall prosec·ute such drilling with diligence. Failure to sJtisfy the: starutory offset obligation mJy subject this lease and the owner of the 
soil 's agency right.s to fo rfeiture. Only upon the dc::=min:uion of the Commissioner of the Gcner:ll L.lnd Office and with his wrin c:n approv al may the payment of 
compensatory royalty undc:r appl icable st.:l!lltory par.I!Tle:CS satisfy the obligation to drill Jtl offset well or we: !Is required under this paragraph. 

18. FO RCE :O.WEURE. If, after a good faith ~f!ort, Lessee is pn:ventc:d from complying w ith any express or implied cove:'lant of this lc::ISC, from 
co:~ducting drilling o pc::-at.ions o n the le:uc:d pn:mises. or !::-om proc!uc:Og oil o r gas from t.hc: leased p n:-:nises by reason of w:u-, rebellion. riot.s, strikes, JC:S of God. 0~ 
a.n y valid ordc:r. rule or regulation o f govcmrnc:nt authority, then while so pr:vent.:d, Lessee's obligac on to comply w ith such covenant sh~l be swpenc!ed and L:ssc:. 
shall not be liJble for damages fo r fai lure to comply with such coven.anu; additionally, this l:asc: shall be extcndc::i while L-essee is prevent.:d. by any such cause, 
frc m conducting drilling Jtld reworking operations or 5-om producing oil or g:u from the le:ued premisC3. However, nothing in this p~h shall suspc~d t.he . 
pay rr.ent of delay renul.s in o rder to maint.1in this !e;ue in effect during !.he prim:u-y t.crm in the abs:nc.: of such dr.lling or rewcrlcing OFCr.uions or productiOO of 011 

or g as. 



19. WARRAN!i' CUUSE. The owner of the soil warrants and agrttS to defend tide to the leased pmnise:s.. lfthe owner of the soil defaults in 
payments owed on the leased premises, then Lessee may redeem the ri&}lts of the owner of the soil in the ~d premises by pay in& any mortp&c:. t&lces or other liens 
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragnph, Lessee may rc:enver lbe cost of these payments &olD lbc 
rental and royalties due the owner of the soil.. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surfxe estue iQ the above 
described land, whether or not Les.sec's interest is specified herein, then the royalties and rental bc.reiA provided to be paid to the owner of the soil shall be paid 10 lliln 
in the proportion which his interest bears to the entire undivided surface esta1e and the royalties md rental betein provided to be paid to the Commissioner of the 
General Land Office of the State of Texas shall be likewise proportionately reductd. However, before Lessee adjusts the royalry or rental due to the Commissioner of 
the General Land Office. Lessee or his a.uthorizcf! represcnwive must submit to the Commissioner of the Gener3l Land Office a writn::n ~which explains the 
dis~paney between the interest pwportedly lased under this lease and the aaual interest owned by the owner of !be soil The Commissioner of the General Lmd 
Offic:c shall be paid the value of the whole production allocable tD any ur~divided interest not covered by a lease. less the proportionate development and produaioa 
cost allocable to such undivided interest. However, in no event shall the Commissioner of the Gcnenl Land Office receive as a royalty on the gross production 
allocable to the undivided intcre3t not leased an amoun.tless than the value of one-sixteenth (1116) of sud! cross. productioa.. 

(B) REDUCTION OF PAYMENTS. l(, during the primary t=n. a portioD of the land covered by this lease is included within the bouncfvies 
o( a pooled unit that ha3 bun approved by the School Land Board and tbc owner of the soil in a.ceordancc with Na.D.lnl Resowecs Code Sedions S2.1S 1-52.154, or 
U: at any time after the expiration of the primary tenn or the c:xtcnded tcnn. this lease covers a lesser number of aaes than the total amount described hcrciD.. 
payments thar are made on a per ICI"C basis hereunder shall be reduced acc:ording to tbe number of a.crc3 pooled, released, surrendered, or otherwise SCYa'ed, so tbat 
payments determined on a per aae basis ur1dcr the tcnns of this lease durinc the primary tctm shall be calculated based upoo the numba of aaes oUtside the. 
boundaritS of a pooled unit, or, if al\cr the expiration of the primary tcnn, the number of aaes aaually retained and covered by this lease.. 

21. USE OF WATER.. Lessee shall have tbe right to I.ISe water produced on sa.id land necessary for operations under this lease except wa.tcr &om wells or 
tanks of the owner of the soil; provided, bowner, Lessee shall aot use poW!le water or wa.r.cr suitable for livestoc:Jc or irrigation purposes for walerflood operations 
without the prior consent oftbe owner of the soil.. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its opcruions 10 aU personal property, improvements, 
livestock and crops on sa.id land. 

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

24. WELL LOCATION LIMIT. No wc:ll shall be drilled aeaRT than two hundred (200) fe:t to any bouse or bam now on said pn=ises without the 
written consent of the owner of the soU. 

25. POLLUTION. In developing this area, Lessee: shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment faolities sufficiCllt to prevent 
spillage, seepage or ground wat"'r conta.mina.tion.. ln the event of pollution, Lessee shall usc all means at its disposal to recapture ill! tSc:aped hydroC3lbons or other 
pollutant and shall be rc:sponsiole for all damage: to public and private properties. Lessee shall build and tnaintain fences around its slush, sump, and drainage pits 
and tank batteriC3 so as to protect livestock against Joss, damage or injwy, and upon completion or abandonment of any well or wells, Lessee shall fill :llld level all 
slush pits and c:cllars and completely ciC3ll up the drilling site of all rubbish thereon.. Lessee: shall. while conducting operations on the le3Sed prcmucs, lcecp said 
premistS free of all rubbish, cans, bottles, paper cups or g3lbagc:, and upon completion of operations shall restore: the surface of the land to as near its original 
condition"and contours as is pr:ICtieallle. T01nlc.s and equipment will be lcept painted and presenl:l.ble. 

26. REMOVAL OF EQUlPMENL Subject to limitations in this paragraph, Lessee shall have thc right to remove madlincry and fiXtUreS placed by 
Lessee on the IC3.5Cd premisc:s, including the right to draw and remove easing, within one hundred twenty (120) days after the expiration or the termination oftbis 
le~\JcUthe owner of the soil grants Lessee an extension of this 12<Miay period. However, Lessee may not remove c:a.sing from any well C3pahle of producing oil 
and g!ls rn•paying quantities. Additionally, Lessee may not draw and remove casing until ~r thirty (30) days writt.cn notice to the Commissioner of the Gcnc131 
Lan~'t7!%i~~ and to the owner of the soil. The owner of the: soil shall become the owner of any mac.l)inery, fixtures, or casing which are not timely removed by Lessee 
undcl'"tfle t.c!tms of this paragraph.. 

• 
• • •: ~7. (A) ASSIGNMENTS. 'Under the conditions contained in this pangraph and Pa.ragr.q:~h 29 o( this lcas.c, the rights and tStaLc:s of either parry to this 

lease tnBY be assigned, in whole or in pan, and the provisions of this le:uc shall extc:nd to and be binding upon their heirs, devisees., lcgill rcprcscnwives., successors 
;md ~However, a change: or division in ownership of the: land, rent:ab, or royaltitS will oot enlarge the oblig:uions ofl=see, diminish the rights, privileges 
and ~•fLessee, impair the: effectiveness of any payment made by Lessee or impair the etrec:tiveness of any act pc:rfonned by Lessee. And no change or 
divisioa in ownership of the land, rcnt:ab, o r royaltitS shall bind Lessee for any purpose until thirty 00) day1 after the owner of the soil (or his heils, devisees, legal 
rcprew11A1ivtS or assigns) furn ishes the Lessee with satisfactory writt.cn evidenc:c of the change in ownership, including the original recorded muniments of title (or a 
certitll~ cwly of such original) when the ownership dlanged bc:eause of a conveyan= A to!.al or pan:ial assignment of this lease shall, to the extent of the: intereSt 
assigned, re¥eve and discharge~ of all subsequent obligations under this lease. lf this lease is assigned in its entire!)' as to only part of the acre:l&C. the right md 
optit1rU,•p\¥ rentals shall be apportioned as between the several ownel'$ ratably, according to the~ of each, and flilun: by one or more of them to pay his share of 
the rental shall not affect this lease on the part of the land upon which pro rata rent.als are timely paid or tendered; however, if the assignor or assignee does not file a 
~rtl lied copy of such assignment in the General Land Offi~ before the next rental paying date, the entire lease shall tcnninate for failure to pay the entire rental due 
under Pill'3graph 3. Every assignee shall succ:ced to all rights and be subject to all oblig:uions, liabilities, and penalties owed to the StaLe by the: original ltSSec or iiiiY 
prior ilSSignee of the lease, including any liabilititS to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwitbstlnding any provision in Paragr.~ph 27(a), if the owner of the soil acquires this lease in whole or in part by 
assignment without the prior written approval of the Commissioner of the General l..Jnd Offi~. this lc:asc is void as of the time of assignment and the agency power 
of the owner may be forfeited by the Commissioner. An usignment will be trc:lted u if it were roadc to the owner of the: soil if the ilSSignee is: 

(I) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the: owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner o f the soil; 
(S) a partner or employee in a partnership which is the owner of the soil; 
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(6) a fiduciary fur the owner of the soil; including but QO( limited to a ~ian. ttust.cc, executor, admini.sln.tor, receiver, or conservator for the 
owner of the soil; or 
(7) a family mc:mbCT of the owner of the soil or related to the owner of the soil by matriqe, blood, or adoption.. 

23. RELEASES. Under the ecnditions contain~ in this paragraph md Paragraph 29, I.e:sscc 01.1)' at any time cxcc:utc md deliver to the owner of the soil · 
and plac:c of record a release or releases covering any portion or portions ofthc I~ prm~isc:s, and thc:Rby surmldcr lhi.s lease as to such portion or portions, and be 
rel ieved of all subsequent obligations as to acreaae surrendered. If my p&rt oflhis lease is properly SIUTC!Idcred, the delay rental due under this lease shall be ~c:ed 
by the proportion tha.t the SUJT'C%1dered acreage bean to the acreage wh.icll was covered by this lease immedialcly prior to such surrender; however, suc:b releau will 
DOl relieve Lessee of any liabilities wb..ic:b may have aecrued under this lease prior to tbc SUI1'CDdcr of suc:h aaeage. 

29. FILING OF ASSIGNMENTS AND R.EI..EASES. If all or any pan of this lease is assip!Cd or released. such assignment or release must be m:ot'dc1f iD 
the county where the land is sinwed. and the recorded instrum.cnl, or a CQpy of the rec:orclcd iDstnmlcllt cenificd by the County Oerlc of the CQunty iD whicll the 
instrument is =rdcd. must be filed iA !be Genc:ral Land Office within 90 days of the l&st e:xeartioa cia= accompanied by the prescribed filing fcc. lC any such 
as.sigDmcnt is not so filed. the rights acquired under this lease shall be subjcet to forfcillll'C at the option of the Commissioner of the Gmc:ral Land Offic:e. 

30. DISCLOSURE CLAUSE. All provisions pcttaining to the lease of the above-«sc:n"'bed land have been iDc:ludcd in this ilutnuncnt. including tbc 
staJcment of the tnle CQnsiden.tioa to be paid for the execution of this lease md the rigbn and duties oftbc parties. Any CQIIa.D:nl agreements c:onc:eraing the 
dc'velopment of oil md gas from the leased premises whic:h are not CQnta.iacd iD this lease readc: this lease invalld. 

31. FIDUCIARY DlJTY. lbc: owner of the soil owes the State a fiduciary duty &Dd must fully disclose any fac:ts atm:ting the State's intcre:st in the leased 
premises. When the intcrests of the owner of the soil CQntlict with tho~ of the Stare, the owner of the soil is obligated to put the State's intcrc:sts before his pcts0na1 
intc=. 

32. FORFEITURE. ICLasce shall fail or refUse to malcc the payment of my sum within thilty days aft.c:r it becomes due, or if Lessee or an authorized 
agctU should lalowingly make any false rerum or false report conc:cming production or drilling. or if I.e:sscc shall fall or refUse to drill my offset well or wells in &ood 
faith as required by law and the rules and regulations adoptcd by the Commissioner of the Gcncr.JJ Land Offic;e. or if Lessee should fail to file reportS ia the manner 
required by law or fail to comply with rules and regulations promulgarctl by the Gcnc:ral Land Office, the Sc:hool Land Board, or the Railroad Commission, or if 
Less~ should refuse the proper authority ac:ccss to the records pertaining to opcntions., or if Lessee or an authoriz.c:d agent should knowingly fail or refuse ID give 
correct information ID the proper authority, or lcnowingly fail or refuse ID furnish the General Land Office a correct log of any well. or ifL=ce shall knowingly 
viola.te any of the material provisions of this lease., or if this lease is assigned and the assignment is DOl tiled in the General Land Office as required by law, the rights 
a<:l:juircd under this IC3Se shall he subject to forfeiDJ.re by thc Commissionc:r, and he shall forfeit same wbcn sufficiently informed of the facts whic:h authorize a 
forfeitun:, and when forfeited the area shall again be subjcet to lease under the tcms of the Relinquishment Ac:t. HoweYer, nothing herein shall be construed as 
waiving the automatic: termination of this lease by opcraLion of law or by rea.soo of aery spcc:iallimiulion arising hc:rctmdcr. Forfeitures lii3Y be set aside and th.i.s 
le:J.SC and all rights thereunder reinsta1cd before the rights of another intc:rvcne upon sa.tisfa.c:tory evidence to the Commissioner of the General Land Offic:e of 1Urure 
c:omplianc:c with the provisions of the law and of this lc::lSC and the rules and regulations that may be adopted relative hereto. 

33. UEN. In 3c:Cordana: with Texas NalUr.11 Resources Code S2.136, the: State shall have a first lien upon all oil and gas produc:cd from the area covered 
by this lease to se cure payment of a.ll unpaid royalty and other sums of money that may bc1:cme due under this lc::1Sc. By ac:=ptaDcc of lhi.s lc=, Lessee gralliS the 
State, in addition to the lien provided by Taas Na.rural Rcsow-c:cs Code 52.136 and aery other applicable SWUIDry lien, an express CQnn-ac:tuallicn on and =urity 
interest in all leased minc:rals in and c:xtrac:ted from the leased premises, all proc:ecds which may ac:aue to Lessee from the sale of such leased minerals, whether such 
proc:c:cds arc held by Less~ or by a third party, and all fiXtures on and improvements to the leased premises wed in connection with the production or proc:essing of 
suc:h leased mincr.ili in order ID sec:un: the payment of a.ll royalties or other amounts due or to bec:omc due under this lease and to secure payment of any damages or 
loss that Lessor may suffer by reason of Lessee's brc:1ch of any covenant or CQndition of this lease, whether express or implied. This lien and security interest may be 
forel:losed with or without court proc:=cfmg.s in the manner provid~ in the Title l, Chapter 9 of the Texas Business and Cammer= Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record sucll instruments as may be reasonably occ:::ssary to aclcnowledgc., attacll or perfect this lien.. Lessee Ml'ebr 
represents that there arc no prior or superior liens arising from and relating to Lessee's activities upon the above~c:rib~ propctty or from Lessee's acquisiu~"t • • 
this lease. Should the Commissioner at any time determine that this representation is not true, then the CollliTlissionc:r may declare this lease forfeitcd as provi~~ • 
herein. : • • • • 

• 
34. POOLING. Lessee is he~ by granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with illlY other leasi~'lJ4 

or mineral interest for the cxplor.Won, development and production of oil or gas or either ofthc:m upon the same terms as shall be approved by the Sc:hool l<td • • • • 
Board and the Commissioner of the General Land Offic:e for the pooling or unitizing of the intc:rc:st of the Stale under this lease punuant to Texas Natur:l.l R¥~ 
Code S2.15l-S1.1S3. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the ex=tion requirements stated in Texas N~ • • • 
Resources Code 52.152. • 

35. INDEMNITI. Lessee hereby releases and discharges the St:lle ofTex.as aEd the owner of the soil, their offi~ employees. partners, agents. • • • • • 
c:ontracto~ subCQntrac:tol3, guests. invitces, and their respective successors and assigns. of and from all and any actions and causes of action of every nature. ottllh!r 
harm, including environmental harm. for whicll recovCT}' of damages is sought, including. but not limited to. all losses and expcasc:s which an: c:aused by the: • • • • • 
activities of lessee., its offic:crs, employees, and agents wing out of; inc:idcntal to, or resulting from, the operations of or for Lessee on the leased prc:raiscs • • 
hereunder, or that may arise out of o r be oc:c:asioned by Lessee's bre:u:h of any of the tcmiS or provisions of this Agreement, or by any other negligent or stric:tly liab!e 
act or omission of Lessee. Further, Lessee hereby agrccs to be liable for, exonerate, indemnify, defend and hold ha:mlcs.s the State ofTcxas and the owner of the so1l, 
their office~ employees and agents, their succ:c.ssors or assigns, against any and all claims, liabilities, losses, d:unages, actions, personal injwy (including death), 
c:osts and expenses. or other harm for whic:h recovery of damages is sought, under any theory including tort, contrac:t, or strict liability, including attorneys' fees and 
other legal expenses, including those rela!Cd to environmental haz:~rds, on the leased premises or in any way related to Lessee's failure 10 comply with any and all 
environmental laws; those arising from or in any way related to Lessee's opcr:uions or any other o f lessee's activities on the leased premises; those arising ~m 
Lessee's use of the surfac:c of the leased premises; and those that may arise out of or be occasioned by Lessee' s breach of any of the terms or provisions of thiS . 
Agreement or any other act or om is!; ion of Lessee, its directors, offic:crs, employees, pattnel3, agents, contrac:tars, subcontractors, gueSts, invitees, and their respectJve 
successors and assigns. Each assignee of this Agn:cment, or an interest therein. a.grc:es to be liable for, exonerate, indemnify, defend and hold harmless the State of 
Texas and the owner of the soil, their officers, cmployce.s. and agents in the same manner provided above in coMection with the 3ctivities of lessee, its offic:c~. 
employees, and agents as described above. EXCEPT AS OTHERWlSE EXPRESSLY LIMITED HEREIN, ALL OFlliE IJ'Iol>EMNITY OBLIGATIOI'iS 
Ai'lD\OR LlABILmES ASSUMED UNDER THE TER.i\1S OF TinS AGREEMENT SHALL BE WTTHOtrr LIMITS A."l> WITHOUT REGARD TO 
TH.E CAUSE OR CAUSES THEREOF (.EXCLUDING PRE-EXISTING CONDmONS), STRICT LIABILITY, OR TH.E 1'iEGLlGENCE OF ANY PARTY 
OR PARTIES (INCLUDING THE NEGLIGE:"JCE OF THE INDEMN1F1ED PARTY), WHETHER SUCH l'iEGLIGE:'o/CE BE SOLE, JOIJ'Io'T, 
C ONCURRENT, ACTIVE, OR PASSIVE. 



36. ENVIRONMENTAL HAZARDS. Lc:ssce lha.ll use the hi&hest decree of care and a.Jire;uozable saferuvds to prevent conumination or pollution or · 
any c:nvironmcnta.l medium. includin& soil. surfxc ~ poun.ctwucr, sedimeJUS. and surface or subsurface strata. ambiclt air~ my other cuvironmenQJ lll(diurn -
ia. on, or under, the leased prcmisc:s, by any~. pollutant, or conl3minant. Lessee shaJ.J not brin& or pcnnit to mnaiD on the leased premises any asbestos 
containin1 mawia.Js. explosives, toxic awaWs, or substulc::.es ~JUI&Led as b.uardous wastes, bz:udous mataial.s, baz:atdous substmc::.es (as the lam "'Haurdous 
Substance~ is dcfm ed in the CQmpRbcnsive EAvirot11De11ta.l Response. Compenntion and Liability Aa (CERCLA). <42 U.S. C. Scaioas 9601, d seq.). or IDxic 
substanc:c:s under my (eden!. st31e. or locall.w or rqulm.ioa {"'~us Materials"), exce-pt onfm.ary products commoaly u.sed iD eotlDCdioa wilh oil and ps 
exploration and development operuion.s and sto~d iD the usual m.anncr and quantities. LESSEE'S VIOL\ TION OF THE FOREGOING PRORIBmON 
SHALL CONSTITUTE A MATERIAL BR.EACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HAR.\ILESS AND 
DEFEND THE STATE OF TEXAS A.""'D THE OWNER OF THE SOIL FROM AND AGAINST ANY ~15, DA.\-IAGES, JUDGMENTS. PENALTIES, 
LlABILrrn:s, AND COSI"S (INC.UDING REASONABLE A TTOR."lEYS' FEES AND COURT COSTS) CAUSED BY OR ARlSING OUT OF (I) A 
VIOL\ TION OF TilE FOREGOING PROIDBmON OR (D) THE PRESENCE. RELEASE. OR DISPOSAL OF A.VY HAZARDOUS MATERIALs ON, 
tJND£R, OR ABOUT TilE LEASED PRL\fl.SES DURING LE.SSEE'S OCCUPANCY OR CONTROL OF THE LEASED PRE."rrl.SES. LESSEESH.UJ. 
CLEAN UP, R.E..~OVE, RE..~Y A.'"D REPAIR A.VY SOU. OR GROUND WATER CONI"A.\ONATION A."ln DA."t!AGE CAUSED BY THE 
PRES~CE OR RELEASE OF ANY HAZ..UU>OUS MA TElUALS IN, ON, UNDER. OR ABOUT THE LEASED PROOSES DURING LESSEE'S 
OCCUPANCY OF THE LL\.SED PRDOSES IN CONFOR.'dANCE W1TI1 TilE REQt."lREMENI'S OF APPUCABLE LAW. 1'H1S 
INDEMNIFICATION A.""'D ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, UABILITY FOR RESPONSE ACTIONS UNDERT~ 
PURSUANT TO CERCIA OR ANY 0TI1ER ENVIRONMENTAL L\ W OR REGULATION. LESSEE SHALL IM\IEDlATEL Y GIVE l1JE STATE OF 
TEXAS AND THE OWNER OF TH1: SOU. WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON 
LEAR.>IliNG OF TID: PRESENCE OF ANY HAZ.AROOUS MATERLU.S, OR UPON RECEIVING A NOTICE FROM A.VY GOYER.~'TAL 
AGENCY PE.RTAJNING TO HAZARDOUS MATERIALS WlDCH MAY AFFECT THE LEASED PRE.'\<OSES. TilE OBUG.ATIONS OF LESSEE 
RER.EUNDER SHALL St.'"RYIV£ TID: EXPIRATION OR EARI..I1:R TER.\IlNA TION, FOR ANY RE.ASON, OF THIS AGREE.~. 

37. APPUCABLE L.AW. This lease is issued under the provisions oCTc::as Narunl R.eso= Code 52.171 throush 52.190. ~mmonly knoW!I u the 
Relinquishment Act_ and o!hu applicable .staiUtcs and amendments thereto, and if any provision in this lease docs not conform ID thae SW11tc1, the stalUlcs will 
pr=ail over my nonconforming lease provisions. 

38. EXEctrnON. This oil and gas lease must be signed :md :acknowledged by the Less« before it is filed of~cord in tbe county re~:ords and ia the 
General lmd Office of the State ofTexas. Onc:c the filin1 mtuircmcnts found in Paragraph 39 of this lease have been satisfied, the effective daLe of this lc:.asc sh:aU 
be the «We found on Page I. · 

39. l.EA.SE Fll..ING. Pwsuant to Chapcu 9 of the Texu Business and Commerce Code. this le3Se must be filed of record in the office of the County 
Clerlc in any county io wbic:b all or :my pan of the ICI.Sed pranisa is IOC3ttd, and crnified co pia thereof must be tiled in the General Land Office:. This I= u not 
e ffective until :a certified copy o fthi.s I= (wbic:b is made and c::.-tified by the County Cieri: from his records) is fil ed in the General Land Office in accordance with 
Tens N31Ur:ll Resources Code 52-I&J . Additionally, this lease shall not be binding upon the State unless it ~ci!c:S the ac:tual i111d ttut: consider:llion paid or promised 
for execution of this lease.. The bonus due the S!:W: and the prescribed tiling fc:1: lha.ll accompany such certified copy to the General Land Office. 

LESSEE / 
a~ Clay Johnson 

:::.=_·--~-...c;-J:~~Z?J~~:zn:....;:.+<~~--~----_-_-_-_ 
. . .. 
• • • • •• 

D :ne:. ________________ _ 

STATE OF TEXAS 

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

Date: ________________ _ 



. . 

STATE OF ___________________ ___ 
(COR.PORAilON ACKNOWl.EDGME:Nl) 

COUNTY OF _________________ __ 

BEFORE ME. lhc undersip!Cd autbority, oa this cby peTSODally JPpeue4:__ _______________________________ _ 

known to me to be the pcncD wbcsc came is subscribed to the fore&Oinl instturocnt. as. ___________________ .-!of :-· 

~-:---------~---,.----------------------------..,....------------,....,...--:--:-~~ acbowled&e4 to me that be: c:x.ccuted the same · ' 
for the purposes and considcntioq lbcmD aprc:ucd. in the c:3pacity stlW:d. md as the Kt and deed of said corpontioll. · 

Given under my band and sal ofoffiee this the. ___ _.cby or ________ __ _,~· 19 ____ . 

Notay Public in md fot _________ _ 

STATE OF ___________________ ___ 
(CORPORATION ACKNOWl.EDGME:Nl) 

COUNTY OF ___________________ _ 

BEFORE ME. the l.llldcnipcd authority, on this day personally appc.ared. _ _ ______________ .:_ ___ __ _ 

known to me to be the person whose o.amc is subscribed to the forc10in1 instnlmcnt, as. _____________________ of 

~""7-----:----:-::---:---:---:-----,.....,...:------:----:-------:--:---~:--~:-:'7""md Kknowlcdged to me that bc: exec:utcd !be same 
for the pwposes and considcruion the= in expressed. ia the capacity stated. aad as the act and deed of said corporatioa. 

Given under my hand md seal of office this lhe. ___ _.day of ___ _______ -J 19 ___ • 

Nofaty Public: in and for ________ _ _ 

(INDIVIDUAL ACKNOWLEDGMENT) 

Daniel L . La i rd , dealing in Befo re me. the undersigned :~uthority, on this day personally :~ppe:=d. ________________ _ _ _____ _ 

his sole and separate p r operty 
known to me to be the persons whose names arc subscribed to the foregoing instrument. and acknowledged to me th:U they executed the same for the purposes and 

considcr.uion therein expressed. u~~j'"'"'"'" dL ~ • • • 
~~(Jt1 ·LJ.. ... ~~ .. ,,. ·-4 V ~ y • • • •. • 

Given under my hand and seal of office this the: ,lJjv;_~-;;r./:1~ of~'/ C,///'....-T _ . 19 7tJ ; • • • 
I~ ,._~, .· ~- ""0'1 ~ //?/' /}~ . /. • • • 

STATE OF __ H-'--d.....;__U-.0 ______ _ 

COUNTY OF_....:..M.;....).....!..IdA""'-'--'=CA.NA~~--

J ._"V" _/~0*"\ o\ l//ffi¢r-t .ff·/..1«/b-?~· .. 
~ ~! \ ~ .o , / #. -- • 

1 ~ ~ )~~ NouryMiicinandfor 4Lft/7C {/' /~::· 
·\.- ?' f""C:, / ~ : ..... 

":. :1, · .•• ~.J (INDIVIDUAL ACKNOWLEDGMENT) 
,,"'t, ' ,.., • 

,.IJ,.. •• •• ·H• "'\ ,.·fl!'t"' •••• 
• • .... 

Before me, the undersigned authority, on this day personally appe:=d. ____ .J...~~Io0:,;:+---'-"""'.L..LL16...c....w...:....::.c::-. _ ____ -:. ••••• 

• 
known to me to be the pe~ons whose: names arc subscribed to the foregoing instrument. 311d ac:Jc:nowledgcd to me: that they executed the: same fo r the: purposes and 
c:onsidc:l':ltion therein expressed. 

Given under my h311d and seal of off)c:e this thc:. ___ (p:::::... ____ d•y of {J.y5f<d ~ 19 C) 2 
~~ 

4;~ MONICA MARLOWE ...,.-;,A/ c-4 
/~"(;;.>.~ \ NOTARY PUBLIC Nowy Public in and for I _..if:, t-... 

h!.\. ~ f:i State of Te.xaG l ~?/ Comm. Exp. 10-30-99 
.. .. . . . . . 4 • • • • .... . . ,_,~ 
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EXHIBIT II A II 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JULY 
17, 1998, BY AND BETWEEN DANIELL. LAIRD, DEALING IN HIS SOLE AND SEPARATE 
PORPERTY AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING I 06.66 NET 
l\1INERAL ACRES, MORE OR LESS, ALL IN 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 
fu ll with the Bonus Consideration tendered here in. Delay Rental payment was based on a $1.00 per net 
mineral acre per year for Four (4) Years. Concluding a $4.00 per acre Pd-Up Rental Payment was made 
in advance for the Four (4) Year Period on the net mineral acres indicated in this Lease. 

41. If, at the expiration of the primary term hereof, this lease is being held by production or a shut-in 
well pursuant to the terms hereof, or Lessee is then engaged in operations on said land or on lands pooled 
therewith, or Lessee has completed a wel l as a dry hole or shall have commenced a well within 180 days 
prior to the expiration of the primary term hereof, Lessee agrees to commence a continuous drilling 
program on said lands, or on lands pooled therewith, within 180 days after the end of the primary term 
hereof or within 180 days after the completion of drilling operations being conducted on said land, or 
lands pooled therewith, at the end of the primary term hereof, whichever is the later date; and thereafter 
carry on the continuous drilling program until all proration units have been drilled, allowing not more 
than 180 days to elapse between the completion of one well and the commencement of the next 
succeeding wel l. Should Lessee fail to commence the continuous drilling program or subsequently default 
in the performance thereof, then in either event, this lease sha ll 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 producti on unit in accordance with the ru les of the Railroad 
Commission of the State ofTexas. Further, the term "commencement" shall mean that point in time when 
the pertinent wel l is spudded and the term "completion" shall mean the date upon which the initial 
potential test report is filed with the Rai lroad Commission of the State of Texas, if a productive well, or 
the date of filing the plugging report with the commission, if a dry hole. Notwithstand ing the term ination 
of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the 
right of ingress to and egress from said land still subject to this lease for purposes described in paragraph 
I hereof, together with easements and rights of way for roads, pipelines and other facilities on, over and 
across all of the lands still subject to this lease and for the gathering or transportation of oil and gas 
produced from the retained lands. The sole liability or penalty for the failure of Lessee to drill any well or 
wells required or permitted in this lease sha ll be the termination or partial termination of Lessee's rights 
under the lease as provided above. 

Ln 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 we ll 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. 

A CERTIFIED COPY 
IF IT BEARS THE SEAL~ THE COUNTY ~I( 
ATTEST: / CJ -,;14...-qr._ 

@~1ft;!;_= 
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• ACQUISITI~I()~~~~I()~~R OF T HE GENERAL LAND OFFICE I 0/21 /98 

PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 
the State ofTexas for Paid-Up Oil & Gas Lease 

••• • • • 
• Clil!cking 
•••• • • • •• • 
• 

TITm lfESOURCES, L.P. 

Lease Bonus 

dated 07/ 17/98 from the State of Texas by Agent 
Daniel L. Laird, dealing in his sole and separate 
property, Lessor, in favor of Clay Johnson. Lessee. 
covering All of ections I 8, I 9. 20 & 2 I. Block gtg Q 116 g 8 P L Survey, Culberson County, Texas. 

){C 

Aet;l!J1SCrl<(t6~~WNER OF THE GENERAL LAND OFFICE 10/21 /98 
• • • • P~RAGON #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 07/17/98 from the tate of Texas by Agent 
Daniel L. Laird, dealing in his sole and separate 
property, Lessor, in favor of Clay Johnson, Lessee, 
covering All of Sections I 8, 19, 20 & 21, Block I 00, 
PSL Survey, Culberson County, Texas. 

99011688 

X 2,879.82 

002698 
2,879.82 

2,879.82 
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Ge~~enl Laad omce 
Rdlaquisluaar Acr Lou Form 
Rcvisecl, Scprtmbcr 1997 

PAID UP 
On. AND CAS LEASE 

nns AGRE.EMENI" is made md czuced into this..l..4-,ciay of Ju 1 y 19_91L, bctwa:D !be Sar.c ofTex:as, .aiD& by md throop its 
q~ Joarace Laird Flood, dea11ng in ijer sole and separate property 
-------------------------'ot 3 2 3 Bush n e 1 1 l q ;e 

San Antonjo. TX 78212 ~d~~ 
(Give Prnnmcu Address) 

herem referred to u tho: owucr o(lhc soil (whctbcr one or more), and __ --lCL,-IJ_.a~y;,. . ..a,I.~.,a;uh;.uJn..:::s:-..oU.~..n~--:----:-~-----
2 a l w . ~,1 a 11 s lJ i b :> 8 a a o( 

Mjdland TX ]O]Q] 
(Give Pcmmcnt Addrcs) ' 

1. GRANTING ClAUSE. For md iD c:onsidcntioa of the :JmOWU:S s=.cd below md of tho: cov=mts md ~ts ID be paid. lcept acd performed by 
Lcsseo: under this lease:, the Stall: ofTCCIS actin& by and lhrough the owner of the soil bert-by 1fmts, leases md lets UDLO LesKe. !Dr tbc: .sole md only purpose of 
prospcc:tin& md dnllin& for md produc:ID& oil and ps. layin& pipe: li.oc:s, buildio& tmJa, s=M& oil md buildio& power swions. !dcpbocc liDc:s :aad olbcr SUUCII.ires 
lhc:=Jn, to produa:, save, talcc c:::are o~ tre:ll md lr2nSpOlt said produc:a of !he le3SC.. the foUowinc !&ads~ in Culberson Counry, Stuc 
ofTc:us, to-wit: • 

Block 100 , Publ1c School Land Survey 
Section 18: All 
Section 19: All 
Section 20: All 
Section 21: All 

c:ontainin,.,g __ 2 .... ,:...5 ...... 6u.O...__acres, more or less.. The bonus considcr.Won paid for this l= is as foUows: 

••• • • • 

To the St:u.e ofTc:x.:xs:_.,!:T~W:.:O"'--_.T._.h~Ou.U"'s.....,.a...,n.ud...._,...,E..._l~..,;, g~hut...__ ..... H ... u...,n......,dur...:e...,..d....__,S......,.e...,y...,e......,n._.t..,y~-.... n.._l..._· ...,n..,.e.__ .... a...,n...,d...._,_,8.._2'"-L./_.1...,0.....,.0..:;-:..:-=---
Doll3t'S (S 2 . 8 7 q 8 2 ) 

To the o~erofthc soil: Two Thousand E ight Hundred Seventy-nine and 8 2/100--
Dolli~n (S 2 ' 8 7 9 . 8 2 ) 

Tow bonusc:ouside=tioa: Five Thousand Seven Hund r ed fifty-nine and 64/100 
Dolli~n (S 5 , 7 59 . 6 4 ) 

• •• I 1Df .~~ bon u.s considcr.itioa paid repre:s:c:u:s a bonus of.~....:F:....::.i~f:-:t::-Y"-::-:O:f:-o=-=u:..:r:..__.=a:.:.n,:_d~..:.N.:...;o=...-=1:..:0=-=0:---:::--::-----:::--::----_-_-_-_-_-_-_-_-_-_-_-_ 
• • • Dollars (S 5 4 • 0 0 ) per =. OQ 1 a 6 6 6 net aaes.. 

• 2. TER.'vl Subject to tbc olber provisions in this le,~ tbis lC3Se sh.a!l be for~ term of F j ve ( 5 ) yearS from this eWe 
(\~~·~led "primary t.crm) and :u long tbc:rnftc:r as oilmd g~. or either of them. i.s produc::d in paying quantities from said land. 
At ~d·111 this JQSC, the =m "produc:d iD payinz quantities" mc::lll.S th3t the rec::ipts from the sale or other :wthoriz-~ c:omme:cial use of the subsunc..-{s) cavmd 
~Uet~ §ut of pocket opc1'3tional expcDSC$ fur tbc six months last past. 

*See ~Xhibit "A" ~attached for Pd-Up Delay Rental Provision shown as Para~raph #40 . . . . .. 

To the owner of the soil: ________ _::::......,::::-----:'=:7'.....::::;...__--::-------------------
Dollars (S------------~~;__ ___ ___J 

Tothe St:u.eofT~=----------------~~~--~~~----~------------------------------
Dollars (S _______ -:::>".....c=,:,_ ______ --""'-....::::~ 

ToC1lR~C1l:--:--:--------~~~------------------------~ ....... ~-------------------------------Dollars (S _ _ ~.....c=,:,_ ______ _______ ---J 

· ods of one ( 1) ye3l' e3ch durin& 
· f :his lease, and may be 

liquida!C. f~l or 
{ 



I ' .J 

. 4 ._ . PRODUCTION ~C?YALTIES. Upon production ofoilandlrx gas. Lessee ace.es to pay or cause to be paid one·h.a.lf (l/2) of the royalty 
prov1ded for tn this lease to the CollUIUSlJoner of the General l.md Office of the State of Texas, at Austin, Texas. and one·bal.f(l/2) of su<:!l royalty tn the owner o( 
the soil: 

(A) OU... Royalty pay3ble on oil. which i.s dcSned as including all hydrocarbons produced in a liquid form at the mouth o(the well and also as all 
condensau:, distillate, and other liquid hydrocarbons =vt=d from oil or gas nm through a sep~r or other equipm=t, as b~inaftc: provided, sball be 

3/1 6 patt of the gross pro<Nc=tioa or the mari:et value tbc:rcot; 31 the option of the owner of the soil or the Commissioner of the 
General Ulld Offic:c:, such value to be dc:=ined by 1) the b.igllc:st posu:d pric:c:, plus premium, if any , offered or paid for oil. conden.sa:te, distillate, or other liquid 
hydroc:arbons. ~aiveJy, of a like type md grnity in the ~ area wbc:rc produced and whcu run. or 2) the b.ighcst mat1cet price th=( offered or paid in the 
gencnl area w~ produced and wbc:n nm., or 3) the ~ss prcx:eeds of the sale thm:ot; wllidKYcr is t.bc P=f. Lessee ~that befOR any ps produced &om the 
lc:asc:d prcm.ise.s i.s sold. u.scd or proc::e.sscd in a plant, it will be run free of cost to the royalty ownen through an adcquaa: oil md gas Separaulr o( conventional type. or 
other equipment at least as efficient. so mat all liquid hydrocarbons =vc:r-able !rom the ps by such means will be recovered. The requircncnt that such ps be nm 
through a scpar:uor or o tbc:r equipment may be waived in writing by the royalty owners apoa suc!l tcnns and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any ps ('mc!uding ftan:d gas), whic:!l i.s dcfuw:d as all hydrocarbons and gaseous substances aot deiiacd 
as oil ia subp~h (A) above, produc:.:d from any well oa said land (cxc:q~t as provided hc::cin with rc:spcct tn p:s processed in a plant for the extnction o( 

g:LSOiinc, liquid hydrocarbons or other pnxfud:s) shall be 3 I 1 6 part of the pass production or the marlcct value thc:reot; u the option oftbc: 
owner o( the soil or the Commissioocr of the Gcncnl Land Office. suc!l value to be based on the bidJest mart.et pria: paid or o ffered fOT ps of COI!lpanble qaality in 
the ~ area whCTC produced and when run. or the ~ss pric= paid or off~d to the producer, whicbcva- i.s the 1J=LCr; provided that the maximum prc:ssun: base 
in mcaswing the ps under this lease shall oot 31 my time c:xcced 14.65 pounds per square inc!l absolmc. md the stmdard base tempe:= sbaJ.1 be sixty (60) 
degr= Fahn::nheit, com=ion to be made for pressure a=ording !XI Boyle's Law, and for specific~ according !XI testS made by the Balance Method or by tile 
most approved method of testing being used by the indusuy 31 the time oftt:stinc. 

(C) PROCESSED GAS. Royalty on any gas prcx:cssc:d in a gasoline plant or other ?lant for the rccovct)' of gasoline or other liquid bydnxatboas 
shall be 3 I 16 part of the residue gas and the liquid hydrocarbons~ or the marlcct value thc:rco~ at tile option of the 
owner of the soil or the Commissioner of the General Land Office. All royal tic due ht=in shall be based on ono: hundred percent ( 1 00~'•) of the total plant 
prc<luction o f residue gas amibut:J.ble tops produced from this lease, and on fifty pc:r=t csoe;. ). or that pc:rccnt ac::uing to Lc:slec, wb.ic.'lever is the grearcr, of the 
total plant production of liquid hydroc:lrbons :u:tributable to the gas produced from this IC3Se; provided that if liquid bydro~bcns arc recovCTCd from gas pro=ed 
in a plant in whicll Lessee (or its parent, subsidiary or affiliate) owns an intc."'CSt, then the pc:rccn~ appliC3ble to liquid bydroQibons shall be fifty ~t (500/o} or 
the nighct pc:rc:nt ac---uing to a t.hinl party processing gas through such plant onder a proc:ssing ~ent acgoti.aD:d at arm's length (or if there is no such third 
party, the high~ pe:c::nt then being specified in proc=ing agr-- -mc:nts or contr:IA:'.s in the industry). whicllever is the ~- The respective royaltic on residue p.s 
and on liquid hydroc:u-bons shall be de:=ined by I} the highest marlc:ct price paid or offered fo r any ps (or liquid hydroc::uilons) of comparable quality in the 
general area. or 2) the poss price paid or offered for suc!l residue gas (or the weighted :rve:age gross selling pric: fo r the respective gra.dc:s of liquid hydroarbons), 
whic.'lever i.s the gre:u.cr. In no event, however, shall the royal tic payable under this par:~gr.1ph bc I= than the royal tic which would have been due had the gas not 
been processed. 

(D) 011-{ER ?ROOUcrs. Royalty on C3rboo black. sulphur or my other produc:s produc=i or manuf=d ~m gas (cxc:pting liquid bydrocarbons) 
whe:l'ler said gas be "casin ghead, • "dry, • or ;my other gas, by fra.c:ionating, burning or any other pro=ssing shall be . 3 I 1 6 part of the 
gross production of such products., or the :narlcet value thereo~ :n the option of the owner of the .soil or the Coa:unis.sionc:: of the General Land Offic:e, sue!! :narlcet 
villue to be determined as follows: 1) on the basis of the highe.st market pric;e of e:u:!l product fo r :he same month in whlc.'l such produc: i.s ;:Jroduced, or 2) on the 
basis of the average: gross sale price of e:w;!t product for the same month in wh.ic:h suc!l products are produced; whichever is the gr=r. 

•• • 
S. MINIMUM ROYALTY. During any year after the c:xpir.uion of the primary tcr.n of this le:uc:, if this lease is maintained !Jy production, th~~~~!s 

paid under thi.s le:uc: in no event shall be less than an ;unount equal to the totaiJMual delay rental ~in provided; otherwise, tht= shci.l be due and payable
0
0f-

0
0r 

before the last day of the month succeeding the annivenary dare o f this lease a sum equal to the tocal annual rencal iCS3 the Jroount ofroyaltic paid durin~tcl!• • 
pre:=:ding ye:u. lC P:tn.graph. 3 of this I case docs not specify a de lay rental amount, then fo r the purposes of this p~ph., the de lay n:ntal amount shall b~ on: • 
dollar (SI.OO} pc:: ac:= • 

•••• • • • 
6. ROYALTY IN KIND. Notwithstanding any othe: provision in this lease, at any time o r from time to time. the owner of the soil or the Comrlli.ssiMo:r 

of the General Land Office may, at the option of either, upon not less than sixty (60) days aotice to the holder of the lease, require that the payment of any ~y~ 
accruing to such royalty owner under this lease be made in lcind. The owner of the soil's or the O:lmmi.ssionc: of the General l..=d Office's right to t:1ke itsMyal~ UJ 

Jcind shall not diminish o r negate the owner of the soil 's or the Commissioner of the General Lmd Of5c::'s rights or Lessee's obligations. whether express or im~ied. 
under this lease. • • • • • • 

•••• 
7. NO DEDUCTIONS. L.essc: agrees that all royalties accruing under this lease (including those paid ia kind) sball be without deduction for th1 cos;~! 

producing, gathering, Storing. sepo=ring, tre:l.ting, dehydrating, ccmpro:s.sing. p=.ssing, tr.ulSporting. and otherwise making the oil, gas and other produ~ • • ·• 
hc~under rc3dy for sale or usc. ~ ag:rc:s to compute and pay royalties on the gross value rec.:ived, including any reimbursements fo r severance ta.xcs and 
prodllction related costs. 

8. PlAN"T FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lc::lSe's proportioaa.t:: share of any fuel used to . 
process gas produced hemmder in any processing plant. Notwithstanding any other provision of this le:lSC, and subject to the wria.en consent of the owner ofth7 so al 
J.Od the Commissioner o f the General L=d Office, Lc:sse: nuy rc:c:ycle g:lS fo r gas lift purposes on the le:lSed prcmi.ses or fo r injection imo any oil or gas producarag 
formation underlying the le:lSed premises mer the liquid hydroc:!rbcns conuined in the gas have be::1 removed; no royaltie.s shall be payab le on the recyc:led gas 
until it is produced J.Od sold or used by ~c: in a manner which entitles the royalty own~ to a royalty under this lease. 

9 . ROYALTY PA YMEmS AND REPORTS. All royalties not talc en in lcind shall be ?aid to the Conunis.sioner of the General Land Office at Austin, 
Tc:xJ.S, in the fo llowing manner. · 

· · rth · th T R · Rul tJ "d th alty on oil is due P1yment of roy:Lity OJt production of Vi~d.gas shall be wrov1ded an the rules set fo 1n e exas eg1ster. es currcn Y prova c: at roy . d 
and must be rec:ived :ill the Ge~c~d Off~ ~n ~r.pef~'rc 1he 5 th day of the second month suc~·ding the month of prod~ction. and ro~alty on gas IS due_ ~(the 
must be ~~tf.U c:!'la"Otfi~o!l'ofberore tli~'fsth day of the second month succe: dmg the month ofproducuon, a.c:compan1ed by the affi~avat .. f 

a..~ · • - · Qffi d h · th t d dasposauon o owner man~oc:r oro aurhnri-.eA ""~nr complete: in the nn 3lld manner presc:1bcd by the Gc:le:-al L.lnd 1c:: an s ow1ng e gross amoun :m . "t" n 
' """' ;:.,':In:~-..;.-,.._,._.. . - · th d · n, daspOSI 10 

all oil J.Od gas produced Jtld the market value o f the: il and g , together with J copy of all docume:'lts, records or rej:lOrts conunnang e gross pro uctao 
~ ,.. 



and mazket value including gas m= readings. pipeline receipts, g.as line receipts :and otha c:bcili or memoranda of amount produced and put into pipc.linc:s, tan1cs, 
Of' pools 31ld gas lines ot' p.s stol'll& e, and any otha rc ports or records which tbc Gener.U I..aad 0 fficc may require to verify the gro~ production, disposition and 

' marlcet val_ue. In aU cases the authority of a ~ ot' :~~ent to act for the Less:e bcrcin must be tiled in the Gener.al Land Offic:.. Each royalty payment shalt be 
~mpamed by a check stub, sched~e, summaty ot' other remittance advice showing by tbc assiplCd General Lmd Office lease number the unourtt of royalty be in 
pa1d on ex~ lease. lfL=ee pay3 h1s royalty oo or before thirty (30) days after tbc royalty paymc:;Uwas due, then Lessee owa a penalty ofS% on !be royalty oc & 

S25.~ •. wh•chevcr is greater. ~royalty payment wruc.b is over thirty (30) da)"late shall accrue a j)Ctl.&lty of 1o-~ of the royalty d~ ~ S2S.OO whic.beva is P'C:aler. 
In add1tJon to a penalty, royaltJC3 shall iloCC'Ue interest 3.1 a rate of 12% per- year; such interest will bqin l!CC'Uing when the royalty LS siXI)' (60) day3 ovaduc. 
Affidavits and supporting documents which are not 5.1~ when clue shall incur a penalty in m amoant set by the General Land Office ~ini.strative rule which is 
effective on the dan: when the affidavits or st.!) porting dcxualcnts were due. The-Lessee shall bear :all responsibility for payiDg or c;wsing royaltic:3 to be paid as 
presc:ribed by tbc due daze provided herein. Paymem of the dcli.oquency penalty shall in no wry opentc to prohibit the SI:I1C's right of forfeilllte as provided by law 
nor a.c::t to postpOne the date oo which royalties wen: originally due. 1be above penalty provisioos shall not apply in= of tide dispute as to the &ate's poctioo of 
the royalty or to that portion of the royalty in dispute as to f..Ur mark:t value. 

10. (A) RESERVES, CONrRACTS AND OTiiER RECORDS. L=ee shall mnua.lly furnish the Comro.iss.ioner of the Ge:::!c:ral Lind Office with 
its best po~ible e:stinw.e of oil and gas rc:scrvcs underlying this lease ot' alloc:able to this lease :wd sUit furnish said ~mmi.ss:ioner with c:opi= of all c:ontracts DDdcr 
which gas is sold ot proc::cs.sed and all subsequent qreemems ~d amendments to such COIUr.ll:tS within thirty (30) day3 after entering inio or maki.nc such ~ 
ayec:menu or :u:ncndments. Sud~ ccntr.ao:ts md ag:reemcnu wbc:n received by the Geuc:ral Land otficc shall be beld in c:on.fidcna: by the Genenl Land Offic: unless 
o<herwi3C :wthorizcd by Lessee. All odlcT cocttac::s and reeort!.s pert\inin& to the produc:tion.tnnspottation. sale and markaing of the oil and ps produced oa said 
premis=., including the boolcs and a.ccount:s, rcc:::ipa and cti.sclwl= o! all wells. t3Dics, pools, ~ md pipclinc:s shall at all times be subject to inspection aod 
ex:un.in31ion by~ Commwioner of the C-=CT.Il Land Office. the Attorney Geccnl. the~. or the representative ofaz:ry of them. 

(B) PER.'rUTS, DRll...I..n'olG RECORDS. Written notice of all operaeon.s ou this I= shall be subm.iaed to the Commissioner of the Gc!eraJ 
Land Office by L=c: or opcratot' five (S) day3 befon: spud dar:, work over, re-<ntry, temporary W.anooruncnt or plu& and abandoruncnt of any well or wells.. Such 
written notice to the General Land Office shall include c:opi= ofR.U.Iroad Commission forms for lpplic:u.ion to drill Copic:3 ofwc.ll tests, completion reports-and 
PI u U in g reports shall be sup pi ied to tbc Gc:oCT.Il L= d Offiee 3.l the time they arc filed with tbc T c:us Railroad Co rnmiss ion. All appliations, permits, reports ot' 

ocher filings that rr:fercnce this lease ot' any specific: well on the leased pre:nis= and that iii"C submim:d to the Texas R.;ulroad CAaunission or any other goVC'DI1lQltal 
agency shall include the word ·sw.e• in the title. Addition:llly, in a.ccordacce wilh Railrcad Commission rules, any signage on the leased prc:nisa for the purpo5e of 
identifying welLs.. tanJc ba=ie:s or ot.be: associated improvements to the lmd must also inc.luee the word "Sbll:. • L=e shall supply the General L3nd Office •.with 
any rec:ords, memor.111da. accounts, reports. cutrings and cera, or other infonnarion relalive to the opcntion of the above-dc:sc:ibed p~ wbicll may be 
requested by the Gcn.c:ral Ur!d Office, iu addition to those herein expressly provided for. l.es.see shallluvc m clcc!ric3l anc!/or r&d:ioactivity survey made on the 
bore-hole section. from the base of the surface casing to the toc:a.l depth of well, of all wc.lts drWed on the above described pn:miscs and shall transmit a true copy of 
the log of ~h survey on :3Ch well to the Ge:oenl Land Office within flft=n (IS) days after the malcing of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever ~n:s. doc::-.unenlS or other materials arc not filed in the Gc:nc:'31 Lind Office when 
due. The penalty for !axe fil ing shall be se: by the GenenJ Land Office itdministrative rule which is effective on the date wh= the materials were due in the C'Ocr.JJ 
L=d Office. 

II. DRY HOLE/CESSATION OF PRODUCTION DURJ'NG PRlMARYTER..'Vt It during the primary trrm hereof and prior to discovery and production 
of oil or gas on said land, Lessee sr.ould drill a dry hole or holes thc:..-eo n. or if during tbc primary~ hereof and .utcr the discovc:..-y and a.crual production of oil or 
gas from the leased p=niscs suc.'l production !hereof should = from any cause. this lease shall oot terminate if on or be for.: the c:xpir:uion of sixry (60) days from 
dat.e of completion of said dry hole or c.."'SS3tion of production ~e c:oounenc:s additional drilling or ~orldng operations th=n,. or pays or talders the next 
:~.nnu:LI delay rental in the >arne manner ;u p-rovided in t!lis lease. U: dur'.ng :he last Ye:Jr of the prim:lr)' tc:."!n or within sixty (60) days prior thereto, ll dry hole be 
completed and abandoned, or the prodtu:tion of oil or gas should = for any c:~wc, Lcs='s rights shall remain in full fore:: and effect without further opcrarions 
un~l the expiration ofthe primary tc.rm; and i!Lcssee has not resumed production in pzyi.ng quantiti= 31 the expir.u:ion of the p~ tmn, Lessee may maintain this 
le~~y eonducting additional drilling or rcworicing opera.tioru pwsua.ot to ?3ragr3ph 13, wing the expiration o f the primary term as the date of ces.sat:ion of 
pro1iuMon under ?:ltUgr.lph 13. Should the tint well or any subsequent well drilled on the <lbove dcsc::ibed land be ccmplc:tcd as a shut-in oil or g:u well within the 
pli~~~nn hereo( Lessee may resume p;ryment of the annual rcnc:a.l in the same manner ;u provided herein on or before the r=tal paying dat.e following the 
ex!fiP:!tiofl of sixty (60) days from the date of completion of such shut-in oil or g;u well 311d upon tbc failure to make such payme:lt, this lc:!Se shall ipso facto 
te~nate. If at the expiration oftbc primary term or any time therc:lftu a shut-in oil or ps well is located on the l=d prcm.ise3, payments may be ma.de in 
a~§~ce with the shut-in provisions h=! 

•• • 
• • • • 12. DRlLUNG AND REWORKING AT EXPrRA TION OF PRIMARY TER.'Vt If; at the expiration of the primary term. neither oil nor gas is being 

pr~u·oc; on s:lid l010d, but Lessee is then :-:1gaged in drilling or reworking operations thereon, this lease shall remain ::n fore::: so long as openrions on said wc.ll or for 
drilJ.ing or reworking of my additional well arc pro3Cc1Jted in good (:lith and in-woricm;mlikc manner without interruptions tot:l.ling more than sixty (60) days during 
anfeQN sue!! operJtion. and if they result in the production of oil 31ldlor gas. so long thcrcaftcr as oil and/or gas is produced in paying quantities from said land, or 
p~tofsbut-in oil or gas well royalties or Cl:lmpensatory royaltic:3 is m3de as provided in this l~e. . . 
•: • • •: 13. C'O..SSA TION, DRllllNG. A.'<O R..<=wORKING. It aft.er the expir.uion of the primary term, production of oil or gas from the leased premises. aftu 

one; o btained, should =c 6-om JIIY QUSC. this lease shall not ~inllte if Lessee c:ommcnccs uld.itional drilling or WNorXing opentions within sblty (60) days 
after such =ation, and this lease shall remain in full force acd effect for so long as such ope::uions a~ntinue in good faith and in worlcn.an.lilce m:IMCf without 
intem.~ptions touting more than sixty (60) days. If suc.'l drilling or WNorking operations I'C3ult in the production of oil or g3S. che J~e shall remain in full force and 
e ffect for so long as oil or gas is produced from the leued premises in paying quantiti= or payment of shut-in oil or gas well royalties or payment of compcns:UOI')' 
royalties is made as provided herein or as provided by Jaw. If the drilling or reworicing opentioJU result in the c:ompletion of a well as a dry hole, the lease will not 
terminille ifibe Lessee commences additional drilling or reworking operations w ithin sixty (60) days after the c:omple tion of the: well as a dry hole, iltld this le:!Se 
shall remain in effect so long as ~ee continues drilling or reworking ope:·:uions in good faith 31ld in a worlcnanlilce millUlcr without interruptions totaling morr: 
than sixty (60) days. Lessee shall give wric:en notice co the General LJ.nd Office within thirty (JO) days of any cessation of production. 

14. SHl.IT·IN ROY A.L TIES. Fo r pUI)loses of this par:1gr.1ph. "well" me= any well that !las been assiped a well number by the sut.c ag~cy ~avin_g 
jurisdiction over the prcducticn of oil and gas. It; at any time :Utcr the c:xpiration of the primary term of ale:ue that, until being shut in. was being mamtamed ~n . 
force and effc:::t. a well capable of producin g o il or g;u in paying quantitie3 is loc::u.cd on the le=d premises, but oil or gas is not being produced fo r lack ofsu•taole 
product ion fac il ities or lack o f a suitable market. then Lesse: may pay as a shut- in oil or gu royalty anlmour:t equal to doubl e the il1l11Ual rr:ntal provided in the: 
le:lle, but not less th010 S 1.200 a ye:u fo r eac!t we: II c:~pablc: o f produc:ng oil or g;u in paying GUantitics. If ?~h 3 of · specify a delay rental 
:unount. then fo r the purposes of this pa.r.~g..-:lph. the delay renul amount shall be one dollar (Sl.OO) peAifeAJW~ ~ -in oil or gas royalty 

ATTEST: itf' 

® 



must be paid on o r before: (I) the cxpiralion of the prim.uy ~nn, (2) 60 day3 a.ttcr the ~e ceases to produce oil or gas from the l~d Prem.isC3., or {3) 60 days 
after L=e ~~pletc:s a drilling or rcwoning opc:ntion in xcordance wir.h r.he lease provisioas; whicbeYcr date is la1C:St. S~ch ~aymcnt slull be m~ one-half (Ill) 
to the C~mm.w•oner of the General Lmd Office md one-half (112) to !he owner of r.he soil. lf the shut-in oil or p.s royalty IS paH1. the lease slull be considered to be 
• producmg lease and the paymco.t shall extend the tmn of the lease for a period of one ye:u .from the end of the primal)' t.etm. or from the first day of the month . 
following the mon th in which production ceased, and, akr that. if no suitable production fxil ities or suitable ITW'Ut for the oil or gas cxisu, ~ may extend the · 
lease: for four more successive pericxh of one (I) )'UI' by paying the wne amount eaA:h )"C33' on or before the expintioo of e:x:l! shut-in ye:u. 

15. COMPENSATORY ROYAL TIES. u; during the ;xriod the I= is kept in effect by p2Y!11Ctlt of !.he shllt· in oil or gas royalty, oil or gas is sold and · 
deliv~d i~ paying quantities .from a weD )OC3ted wi!b.in one thousand (1,000) fi:c1 of the leased premises and c=npl~ in lhe same producing reservoir, or in my 
case 111 wh•cb cfn.ina.ge is oe...-urring. the right to continue to m.ainttin the lease by paying !he shut-in oil ot ps ro~ty shall c:case, bat the lease slull remain etrc~­
for t.bc: remainder of t.be ye:u for whic:!l !be royalty ~ been paid. The Wse: may maintaill tbc lease fer four more suc:=.si'vc Y= by ~ paying co~ry 
royalty u t.be royalty rate provided in !be I= of the naricct value ofproductioo from lhe well c:w.sing the cininage orwbkb is completed in tbc .same produc'.ng 
reservoir and within one thousand (1,000) fe:t of the le=d premises. The compc.nsatory royalty is to be paid monthly, ooc-dalf(J/2} to the Commissioner of the 
Gener:U Llnd Office and onc-half(lll) to !he owner of the soil. bc:tioning on or before the last day oftbc month foUowiog the month in which the oil or :as is 
prod~d .=tlm the well c:w.sing the ~e or lhU is completed in the same producing r=voir and l~d widl.in ooc tbc:lasa.ad (1.000) feet of the leased Prcmi:ses.. 
If the compcnsaLocy royalty paid in arry 12-monlh period is in an amoant less than the annual shut-in oil or gas royalty, L=ce: shall pay m amount eqmJ to the 
difference wir.hin thirty (30) days .from the: end oftbe 12-moolb period. Compczuaurry royalty payments which are oot timely paid will :accrue pc:rWty and izltetc:st io 
:s.c:cordance with P:lngnpb 9 ofthi:s le3Se. Nooc of these provisioas will relieYC Lc:s.sce of !be obliptioo of=nable development nor r.he obligation to drill offset 
wells as provided in Texas Narural Rc:soarcc:s Code 52..173; boWCYtr, at the de<.ennin.atioo oftbc: Co mmissioner, illtld witb the Commissioners written approval., the 
payment of compcruatory royalties can sa~Ufy the: ablip:tion to drill offset wells. 

16. RET AlNED ACREAGE. Notwithstanding my provision of this le ase to the contn:ry, a&r a well produc:iog or c::Jpabie of producing oil or gas has 
been c:omplet:d on the leased pr:mises, Lc:ssee shall exrn:~ the diligence of a reasonably prude."Lt opcn:or in drilling sucl1 additional well or wells as may be 
rc3Sonably n~ for the proper development of t.be le:s.s~ prc::nisc :10d in m31Xeting the production thereon. 

(A) VERTICAL In the :vent this le:s.se is in :ore: and e!!"e:: two (2) years after the c::q:ir:ltioa date of the: primary or at:nded term it shall then terminate 
as :o all of the leased pr:misa, EXCE?T (1) 40 aac:s sumlunding =!! oil well c::spable of produc!ng in ;laying quantiti.es and 320 = suzrounding e3Cb ps well 
c:..pable of producing in paying quantities (including 1 shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon wbich Les.sc: is then enpgc:d in 
continuous drilling or reworlc:ing op<ntions, or (2) the numbc:- of acres included in a producing pooled unit pursuant to Texas Natural Resourc.c:s Code 52.1 5 l-
52.153, or (J) sue.."! greater or lesser number of aac:s as may then be alloc:=d for production purposes to a pror.uion unit~=."' sue."! producing weU unda t.bc: rules 
atl d rc:g>.tla.tio ns of the R.Ulroad Coaunission ofTc::us, or my suc--...:ssor agc:1cy, or othc:::' govcrnme~ 1Uthority iuving juriscfic:ion. IfJ.t any time 3.ftu the effective 
cUt: of the: 'artial tennination provisions bel""..of; the applic::3ble field rules are changed or t.be ;Nell or wells located t.bac:oa zn: rcc!assific:d so that less acre:1ge is 
t.be::=ftcr alJoQted to s:lid well or wells fo r produc:ion purposes, this ! e~e shall thereupon tamin= as ~all acreage not thc:'C:lftcr alloc::ued to said well or we!Js for 
production purpose.s.. Notwithst3nding the t=inaticn of this lc::ue as to :1 portion of the lands c:ovcrcd l-.=:by, Less= shall ncve:tbelc.s.s continue to have lhe right of 
ingress to and egre:ss from the lands srill subjec: to this le:s.se for all pwposes described in P:~r.:~.gr.1ph 1 hereof; together with e:u:mc:nts and rights-of-Wlly for existing: 
roads., c:xisting ?ipc!ines and o ther c:xisting facilities c a. over and =-ass all the lands desc:r.Oc:d in Pangraph I hereof ("the retained lands"), for access to and from the 
retained lands .llld :or the g:uhering or traruporution of oil. gas :llld other minerals produc:d .from tl:e re::llned lands. 

(B) HORlZONTAL In the cve.-'lt this le= is in force and e:!"ect two (2) ye:us after tf:e cxpir.u.ion dat.: of the ?rim:lrf or ~..ended= it shall furthc:r 
tt::minate as to all dCiJths be!ow I 00 fc:: below tbe total depth drilled (bercina&r "deeper dcjlths") in eacll welliOC3l=d on acre3ge retained in Par:~gnph 16 (A) 
ahcve, unless on or be!orc two (2) y c=s after the primary or c:xte:lCed tenn L=e pays an amo unt :~t.:.ll to one-half (112) of !.he bonus originally paid as 
consideration for this l e:~Se (as specified on page 1 h=f). If sue:."! amount is paid. this le:s.se shall :::c .n force and effe::: as to suc.i deeper de?ths. and said • • • 
termination shall be de layed fo r an additional period ofr:wo (2) yc=s 311d so long thei'C3ft.er as oil or gas is produced in paying quantities from such deepd'~~· 
covc:rcd by this lease. • • • • 

• • • • •• (q IDENTIFiCATION AND FTLlNG. The surfac: a=ge rc::aincd herc:unde: as to =!I weD shi!.ll, as nearly as prac:ical, be in the fonn of a squaz; ~tb 
the welllo~d in the ce:~ter the:-eof. or such other s.iapc as may be: approved by the C.nnmis.sionet of the General L.lnd Offic:.:.. Within thirty (JO) days a&! p~ 
t.c:r.l ina.tion of this leJ.Se as provided hc:-e:.n., L=: shall ex:~u~ and record a rc!eJ.SC or rclc::ues containing :1 satisfac!Ory lepJ Ce:sc:.-iptioo of the :1c:n::~ge ariC!l::ir • 
de;:ahs not ret.1ined hc:rcW"Jder. The recorded rc:!e:uc:. or a certified copy of same, shall be filed in the Geoc:ral Land Offic=, =mpanic:d by the filing f~ p~cn~d 
b~ the: General Llnd Office rules in effect o n the 6u: t.be release is filed. If~ fails or rc:fU.sc:s :o exec:ut.c and record such rei= or releases within ninlr:y.L~~ 
days after being :-equestcd tO do so by the Gcne:a.l l..llld Offic:c, the :lu: Commissioner :1t bis sole dis=:tion may des ignate lly wria= instrument the ~~and1or 
de;:Hhs to be releJ.Sed hereunder lllld record sue."' instrumC!U :1t L..-='s expense in the counr:y or counties where the leJ.SC is loc:u:d and in !he officii!.l records ofthe 
Gener.lJ land Office llld sue!\ designation shi!.ll be binding upon L=: for all purposes. • • • • • • 

•••• 
17. OF:=SET WELLS. Neither the bonus. ce!ay rcnt.ili, nor royalties paid. or to be paid. undc:r this le:uc: shall relieve Las= of his obligation ~~~';~. 

the: oil and gas under the above-described lllld from being drained. Lcs~ sublessee. recdvcr or other agent in control of tile lc:1Sed premises shall drill as •any • 
we:! Is as lhe facrs may justify and shall use appropria1e m= and drill to a depth ncc:essary to prc:Yent undue dra.in~e of oil and gJ.S from the leased ~rcm_ises •. In 
addition. if oil anC/or gas should be produced in c:ommrn:ial quantities within 1,000 feet of the l=ed prc:m~s., or in any case wher:: t."le lc:ISed premLSC.S IS bemg 
drained by prcduc:ion of oil o r ::as. the: L::sse::. sub!~cc. receiver Of othc: :~gent in control of the l=cd premises shall in good !"aith begin the drilling o f a we!! or_ 
wells u1=c n the lc:1Sed premises within I 00 days lfter the draining well or wells or the well or wells completed within 1,000 f~t of the leJ.Sed premises start produCUlg 
in commercial quantities and shall prosecute such drilling with diligc::~ce. Failure to s:uisfy the stanrtory offset obliga tion may subject this le:ue and the owner of the 
soi l 's agency rights to forfeiture. Only upon the de:er.nina.tion of the Commissioner oftlle Geoer.U Land Office and with his writ:co approval may the payment of 
corr.j)eosatory royalty under applic:lble sUOJtory parame:= satisfy the oblig:u.ion to drill :m offset well or wells rc:quin::1 under this pangnph. 

18. FORCE MAJEURE. If. aJkr a good fait.'l ~ffort. Lessee is preven~d from complying wir.h any express or implied covenant oftllis lc:1SC, from 
con~uc::ing drilling opc:r:u.ions en the le:ued prc::ni~cs. or from producing oil or gJ.S from the lc:J.Sed prc;nises by reJ.Son of war, rc:!xllion, riots, strilces, :1C:S of God. 0~ 
an;' vi!.l id order. rule or regulation of gove:-nmc:nt authority, then while so pr:vent.cd, Us5ee's oblig:1tion to comply with sue!\ covenant shall be swpc:ndc:d and t:ssc:­
shJ.II not be liable fo r damages for failure to comply with such c:ovel".ants; Jdditioni!.ll7, this lease shall be extended while Us5e: is prevented. by any suc!l c::~use, 
from conducting drilling llld reworking operations or from produc:ng oil or gas from the le~ed prc::-nisc:s. However, nothing in this pU3gt':1Ph shi!.ll suspc:~d the: . 
payme:H of delay renLlls in ordc:: to maintain this lease in cifect d~.ng the primary ~= in the Jbs::nce of such drilling or r:work:ng opcr.uions o r produc:1oo of 011 

or gJ.S. 

' 
.... --.. ~~ .. 



19. W ARRANIY CLAUSE. The owner of the soil wa.rnnts and :t.grees to defend title co the leased pmni.scs. If the ownCT of the soil defaults in 
payments owed on_the leased premises, then Lessee may redeem the richts or the owner of the soil in the leased premises by pay in& any mortpge. UXa or other r 
on the leased prem=s. If Lessee nWI:a payments oo bcha.lf of the owner of the soil undCT this p~h, l,.c;ssce mzy recover the cost of these payments &o

111 
rhc =u 

rental and royaltia due the owner or the soil · 

. 20. (A) PROPORTIONATE REDUCTlON CLAUSE. If the owner of the soil 0W1U las thm the cotin: tmdivided .surbce cstazc iD the above 
dc:scnbed land, whether or oot Les.scc's intc:rcSt is rpcciticd hc:n:in, then the royaltia and rental bc:ein provided to be pa.id to the owner of the soil shall be paid 10 hizn 
in the proportion which his in~ ban to !be c:ntirc undivided surfx.c eswe and the royalties and rental bueiD providcd to be paid co the Commissioocr of !be 
General Land Office of the Sta.te of Texas shall be lilc.cwise proportionately reduced. However. before: ~adjustS the royalty or rental due to the ColllliWsioncr of 
the General Land Office, Lc::s:ue or his :wthoriz:ed re:prc:scnwivc must submit to the Cammissicna or the Gcocr:sl Ulld Offi= a wriacn lUtl::mc:nt which explains the 
discrepancy between the interest p~ leased 1mdcr this lease aad the actual ina:rcst owned by !be O'Micr oftbc soiL The Commissioner of the Gcncrai Land 
Office shall be paid the value or the whole production alloc:3ble co any undivided intue:st not covCTCd by a lease. less the proportionate development and Pl'Odactioo 
con allocable to such undividcd interest. However. in no event shall the Commissioner of the: Gcnc:nJ L3nd Office receive as a royalty on the p-oss production 
a.lloable tD the undivided inten:3t not lased an ;amount less than the value ofone-sixtccruh (l/16) o(suc:b p-oss.productioa.. 

(B) R.EDUCTlON OF PAYMENTS. I( during tbe primary tmn. a portico of the land CXlVcrcd by this lease is included within the boUI'Idaria 
of a pooled unit that h.as been approved by the Sebool Lmd Board JOd tbe owner of the soil io accordance with Namral R.c:sourc:cs Code Sca.ions S2.1S1-S2.JS4, or 
~ at any time aftu the expiration of the primary tenn or the cxtc:ndcd term. this lease covers a lesser number of xrcs tba.a the total amount daaibed hcre:i11.. 
payments that arc ll1adc on a per acre basis hereunder shall be reduced acu>rdine to the number o(aacs pooled, released. sun=dere:d, or otherwise severed, so that 
p~ymcncs determined on a per~ basis 1111cicr tbe tams of this lease durin& the primary tenD sh.all be ah:uled based upoo the lllllllbcr of xrcs owside rhc. 
boundaries of Ol pooled unit. or. iC ill\cr the apirarloo of the primary t.crm. the number of ac-es aaual1y retained and ~ by this lc.uc.. 

21 . USE OF WATER. Lcssc.c shall h.ave the right to usc wate1' produced on said Land nc=uary for opcruiom uoder this l=se except watu &om wells or 
tanks oflhe owner of the soil; provided. however, Lcsscc shall not usc potable water or wouer saita.ble for livestock or irription pwposc:s for wucrflood opc:n.tions 
without lhe prior consent or the owner of the soiL 

22. At.ITHORIZED DAMAGES. Lessee shall pay the ownCT or the soil for damages cau.scd by its opc:nrions co all pcrsooal property, improvements, 
livatoc:lc and crops on said land. 

2J. PIPELINE DEPTH. When requested by the ownCT of the soil, LessCc shall bury its pi pel~ below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled =than two bundtcd (200) fe:t tD any house or bOlm now on said prc:misa without the 
wriru:n consent of the owner of the soiL 

2S. POLLtrnON. In developing :.his 3l'C:l. Lessee shall use the bighest degree of= and all proper nfeguards tD prevent pollution. Without lilniting the 
foregoing. pollution of coasul wetlands, IWlU":1l w;uc:rways. riven 3tld impounded W:UCT shall be ;:7rcventcd by the usc of CXlntainrnent fa.c:1iria sufficient tD prevent 
spill age, seepage or ground wat"'t' cont:lmination. In the :vent of pollution. Lessee shall usc all m= ;u its disposal tD rec:1pturc 311 csapcd bydroC3lbo ns or otbc.r 
pollutant and shall be rcsponsioie for 311 damage to public: :md priv:ttc properties. Lessee shall build and Olaintain fences around its slush. sump, and dc:linage pits 
and tanlc baaeria so as tD protcc:t livcstOclc 3pin.st loss, damage or injury; and upon completion o r :lbmdonm.c:nt ohny well or wc!U. Lessee shall fill 3tld level ~I 
slush pits and cellars and completely ciC311 up the drilling site o f all rubbish thereon. Lessee shall. while CXlnducting opc:nrions on the leased premises. lc:e-p said 
premises free of all rubbish, c:m.s. boa.lcs, paper cups or prbage, and upon completion of opcr.Wons shall restore the Slllfuc: of the land to as ncar its original 
condition JOd contDutS as is pr:ll:tic:l.blc. TJn.lc:s JOd equipment will be kept painted and pr=u.blc. 

• • • • • • 26. RE.I'vfOV AL OF EQUIP~. Subjec:t to limiwions in this patag1"3ph, Les.se: s.ball tavc the right tD remove rna.dlincry and fixtures placed by 
Le~c! 8n the l=d pn:misa, ineluding the ri&ht to draw and remove e:lSing. within one hundred twenty (120) days afta the expiration or the termination of this 
lea!c·~~ the owner of the soil gr.~nts ~ an extension of this 120-4ay period. However. L=ce may not remove casing from 3tl)' well c;:~pable of producing oil 
am! !35 ift paying quantities. Additionally, Lessee may not draw and rc:novc c::uing until :lft.cr thirty (JO) days wria.en no tie.: to the Commissioner of the General 
LuufOffie.: and to the owner of the soil. The owner of the soil shall become the owner of JOy rnac.'lincry, fixtures. or c:.asing which 3l'C not timely removed by L= 
Ulf~~terms of this p~h. 

•• • 
• •• • : 27. (A) ASSIGNMENTS. Under the conditions conuined in this pangr.~ph and P~h 29 of this lease, the rights and c.st:ILc:S of either patty tD this 
le~e DWJ be assigned, in whole or in part, and the provisions o f this lc:uc shall extend to and be binding upon their he itS, devisees. legal re:pre::senutives. sue~ors 
and assigns. However. a chan~ or division in ownership of the land, rc.,uls, or royaltia will not enlarge the obliglrio!1S of~ diminish the rights. privilega 
an•at&tc$ oflessec. impair the cf'fectivenc:ss o f JOy payment made by Lessee or impair the etrec:tivencs.s of any act performed by Lessee. AJ'Id no change or 
dr-..ili6la Tn ownenhip o f the land. rcnt;Us, or royaltiC3 shall bind Lessee for JOY purpose tmtil thirty (JO) days :lll.:r the owner of the soil (or his heirs, devisc:s. !cg;ll 
reprcscn~vcs or assigns) furnish~ the Lessee with s:uisfac:tory wriacn evidence of the change io owncnhip, including the original recorded muniments of title (or 3 

c:!~nM::opy of such original) when the ownc..-ship changed b=e of il conveyance. A total or pattial assignment of this lc:I.Se shall. to the extent of the intereSt 
assigned, relieve illld discharge l..cssc-c of a.ll subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the aa'C3ge, the right Jlld 
option to pay rentals shall be apportioned 3S between the several owners 1"31:1bly, according to the 3l"C3 ofca.c:h, and rulur-e by one or more of them to pay his slurc of 
the rcnuJ shall not Ufcct this IC3Se on the part of the land upon which pro r:I.U rentals JrC timely paid or tendered; however, if the assignor or assignee doe1 not file a 
certified copy o f such assi~:1t in the Gcnc..-al L.lnd Office before the next rental paying date. the entire lease shall tcrminat.c for failure tD pay the entire rcnt:ll due 
under P3r.lgnph J . Every assignee shall suc:e.::d to all rights and be subject to all oblig:u.ions., liabilities, iUld penalties owed to the State by the original lessee or any 
prior J.S.Signec of the !elSe, including JOY liabili ties to the St.Jte for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithst:lnding 311Y provision in P~ph 27(:r.), if the owner of the soil acquires this IC3Se in whole or in part by 
lSSignmcnt without the prior written approval of the Commissionc:- o f the Gcner.U l.md Office. this I elSe is void a..s of the time of assignment and the agency power 
of the owner may b<: forfeited by the Commissioner. An assignment w ill be trc3tcd iU if it were made to the owner of the soil if the :usignee is: 

(I) a nominee of the owner of the soil; 
(2) a corpor:u.io n or subsidiary in which the owner of the soil is a principal stoc:lcholder or is <11'1 employee of such a ~rpor:u.ion or subsidiary; 
(3) a partnership in whie~ the owner of the soil is :1 partner or is JO employee of such a partnenhip; 
(4) ~ principal stDc:lcholciCT or employe: of the c:orpor:u.ion which is th~ owner of the soil; •rr~-~~ 
(S) a partner or employe: in :r. partnenhip which is the owner of the so 1l; ATT1!8T: ~C){" 

®~~-



(6) a fiduciary foe the owner o( the soil; including but 110( limited to a patOWI.. lniStcc, cteanor, 3dmi!lisln.tcr. re.=ivu. or conscrva~er r. lb 
owner of the soil; or or e 
(7) a f:2rnily mcm.bcr o(tbc owner of the soil or related 10 the owner o(thc soil by lllaiTiqe. blood, or adoption. 

23. RELEASES. Uodc:- the ecnditions conuiJlC11 in this paragraph md ~h 29. L::sscc m.y u my time =.nc md deliver to the ownc:r of the soil · 
and pl;u;c of record a rele:ue oc rei~ c:overin' any portioll or portions of the lnsed premises, md ~heRby sun=dc:r this le:zsc as to such portion or portions. and be 
relieved of ~! . .subsequent obliption.s as to aaca&e surr=dcrcd. It my part of this lease is properly~ the de~ n:ntaJ d.uc under this lease shall be ~c:d 
by the proportion t!w the sum:ndCTCd iliC"C3iC bc:ln to the aacage wftich wzs a~Vucd by this lc:asc immcdiucly prior to such surrcndCT; bowcYer, such release lri1l 
oot relieve Lc:s.sc: o(any liabilities whiC may~ ac:::nu:d under this lease prior to the~o(such ~ 

29. F!LlNG OF ASSlGNMENrS .A."'D RELEASES. It all or my part of this lease is assip!Cd or released. sucll assipuncnt or release raust be ~rdcd iD 
the county where the land is sillWCd. md tbc =rdcd instrument, or a copy o(tbc recorded insucnnc:u certified by the County Om of the county in which the 
instrument is recorded. lllust be file.d in the Gcncral Urld Offioc within 90 days of the last c:uaJtioll dall: accompanied by cbc prescribed filin, fee.. IC any SIIC!a 
assignment is not so filed. the rights ac.quircd under this lease shall be sub~ to forfeiture at r:bc option o(tbc Q)mmissiooer of the Gcncnll.and Offia:.. 

30. DISCLOSURE Cl.AUSE. All provisions pcn:aining to the lease of the ~-<k:sc::ibcd land have bcal included in this in.sttwncnt. including the 
stoJJ.cnW~t o(thc !rUe comidcn.tioa to be p;ajd fur the ==tina of this lease md the rilflts md duties of the parties. Ally coiW:nl agrc=tts con=ing !be 
development of oil md ps from the lc::asc-d p=iscs which arc not contained in this lase reDder this lease iDnlid.. 

31. FIDUCIARY DUTY. The owner o(tbc soil owes the Stall: a tiduci3ry duty aod must l\illy disclose any fxts affecting tbc State's intm:st in the leased 
prc:ni.scs. When the intucsts of the ownc:- ofth.e soil conflic;t with those of the Swc, tile owner of the soil is obli~ to put the Sta.t:'s ~before his pctsoaa~ 
interests. 

32. FORFEITURE. ICL=c shall fail or refuse to make the payment o( any sum withiD thirty days after it becomes due. or ifi.cssce or :m authoriz=d 
a.gcu should knowingly make any fal.se return or false report con=ing production or drillin&. or ifl.e3.sce shall fall or refuse to drill my offset well or wells in cood 
faith ou required by law and tl!e rulC3 and rcgulariorts adopted by the Commissioner of the C~ Land Office. or ifi.cssc: should fail to file reports in the aum.c:r 
required by law or WI to comply will! rules and fCi'.Jlarions promuJgatC11 by th.e GencnJ Land Offic:.:. the: School Urld Bo~d. or lbc !Uilroad Commission. or i( 
Lessee should refuse: the proper authority a.c:= to tbc records pertaining to opc:ruioas, or ilL= or 3D authorizz:d a.gent should knowingly fail or refuse to pvc 
correct information to the proper authority. or lc:nowin~y fail or refuse to fum.isll the GcnC'r.IJ Llnd Office a cor=:t log of any well. or if Lessee shalllcnowin~ly 
violate 311Y of the materi~ provisions o ( this lease. or if this lc:ue is usigncd and tile usignmc:nt is 110t filed in the GcncrJJ Lmd Office as required by 1~. the rights 
acquired Wider this IC3Se sh~l be subjl:1:: :o forfe icurc by tbc: Commissioner. and he shall forfeit = wbc:n sufficir.ltly informed o(thc: facts whic:!l authorize a 
forfc illlrc. and whc forfc:itcd the = shall again be: subjcc;t to 1<:3:5e under tl!e tl:mlS of the Relinqui.s.hmcnt Act. HowcYer. no thin~ herein shall be construe11 as 
waiving the :wtoma.tic tcnnioation of UU:s lease by operatio n ofl:sw or by rc=o of any s~ lim.itatioo arising !:tcrcunder. Forfi:iturc:s may be set ouide md this 
le:lSe and all rights thcreWlder reinstaLcd before the rights of another intcrvc:ne upon satisfac:ory rndcnce to the Commissionc- o f the General Land Offic: of future 
compliance with the provisions of the I~ and o f this lc:ue and lbc rulc.s and regulations that may be adopted relative hereto. 

33. UEN. In 31:Cordmc.: with Texas N anu':ll R.c:sourc:s Code 52.136. the Sta.tc shall have a first lien upon all oil and gas produc:C11 from the i!R11COvcred 
by this le3Se to secure payment of J..l l unpaid roy:Uty 3lld other sums of lllODC)' !hal may ~me d= under Ibis lc:ue.. By :K:C:j)taDCC of this lc:uc. Lcssc: grants Ehe 
Sutc, in addition to the Lien provided by Texas ~arunl .itc:sourc:s Code 52.136 and any other applicable sta.tutory lic:n., an apr= conrn.c:uallien on md SCC'Urity 
inte:-cst in J..ll le:J.Sed minc:ra!s in 111d cxtr.lC'"..:d from the leased prcmisc::s, all pro=:ds whic:!l may= ID Lc= from the sale: ofsuc:.'l iC:lSed minc:ral.s, whether such 
procuds arc held by Lessee or by a th.ird party, and ~I fixnues on :!Jld improvements ID the lc:!Sed premi.sc:s used in conncc:ion with the production or ?roccssin~ of 
sue!l le3Scd minel":l..s in order to secure tl!c payment of all royalties or othcr amounts due or to bc1::::lrcc due: under this lc::uc: md to scc-.ue payment of 3n)' damages or 
loss tha.t Lessor may suifc:r by r=son ofL=c:'s brc:u:..'l of any covenant or condition of this 1=. whether c:xpr= or implied. This lien md security in~.Pc 
fore:loscd with or without court proc::..~cfings in tl!e manner provide11 in the Tide I, Chapter 9 oftl!e Texas Business and Commerce Code. Lessee agre:s tha<d!C" 
Commissioner may require L:ssc: to =.1a: and r=:>rd such instruments as may be reasonably occ:ssary ID a.cbowledgc, an=.'l or pcrfec:t this lien. L=ei~~W 
~I"Clcnts that thc:rc arc no prior or superior liens arising from md re!atin~ to Lcssce's aaivitiC3 upon tile above~.csc:ribcd propc:ty or from Lc.ssc:'s acqu~onoo( 
this IC3Sc. Should the Commissioner u any time dc:t.cmline that this reprc.scnwion is not true. lhcJ the Coramissiooa may dccla.r: this le:ue forfeited as provided 
hen: in. • • •• 

• • • • •• 
34. POOLING. L:ssee is her<:!ly granted the right to pool or unitize the royalty intcre:st of the owncr oi the soil undcr this lease with any otl!er l;35eQAld 

or mincn.l intcr:st for the explor:uion. development and production of oil or gas or either of them upon the same :emu as shall !><:: approved by the School t;Jv4 • • 
Board md the Commissioner of the: Gene:all.and Office for the pooling or unitizing of the: intcrc:St of the State under this lease pum1ant to Tcx:u ~anu':ll Rcso~ 
Code S2.151-52.153. The owncr of the soil agrees that the inclusion of this provision in this I= saJ.isfic.s the ctc:::ution requirements stated io Texas Narur;J. •• 
Resources Code 52.152. • • • • • • 

3S. rNDE.\-INITI. Lessee hceby releases and discllar:cs the Sutc ofTcus ~d the owner of the soil. their officers, employees, parmc:.rs. a.gentl . • • •• 
c:ontncto~ subcontr.u:to~ guests. invitc:s.. and their respective: suc=nrs and iUSigns. of :md from all and any a.c:ions and c:wses of action of every nature.• or outer 
harm. including :nvironmental futm. for whicb rccove:ry of d3magc.s is sought. including, but not limited ID, allloss1:3 md expco.scs which arc c;wscd by the 
ac:thities of Lessee. its officers. cmployc::s. 31ld 3gents wing out of; incident;!,( to, or resulting from. the operations o f or for L.cssc: o n the lc:ued premises. . 
hc:-eunder. or that may arise out of or be oc::uioncd by Lessee's brc:1ch of ln)' of the termS or provisions of this Agreement. or by 1llY other negligent or stnctly hab!e 
act or omission of Lessee. Furtilc::. Lcs.see he:~ by agrc:s to be liable for. c:xoncr.11e. indemnify. dc!e!!d and hold harmless the State ofT c:xas Jlld the owner of the so•l. 
the i r officers. c.'Tlployces and 3gc:nts. their successors or assigns, aglinst any and ~I claims.. liabilities. losses. d:unages, act.iorts, p=onal injury (including de:uh), 
costs and expenses. or olhc:r harm for which recovery o f dam3ges is sought. under any theory inc!uding tort, coniT:l.Ct. or saict liability. including il.ltOmeys' fees llld 
othc:r legll expenses. including those ~liued to ~:wironmcntal haz:1rd.s, on the le:ued premises or in 111y w~ rel:1ted to Lessee's fai lure to comply with any and all 
e:lVironmcntal laws; those illising from or in any way ~fated to L~ssee's opcr.Wons or any other of Lessee's :u:tivities on the le:J.Sd premises; those arising O:Om 
L:ssc:"s use of the surfac: of the lc:ued pr:mises; and those that m3y arise out of or be occ:uionc d by L:=•s bre:1e.'l of :!Jly oi :he terms or provisions of thiS . 
Agreement or any olhcr ac: or o misSion of Lesse:.. its dir-c:ors. officers. employees. pattnen. ag~ts. contr"X".Dn. subcontnc:ors. guests. invitees, and the ir rcspcc-.Jve 
succ:ssors and !Ssigns. E:lch assigne: of this A~emc:nt, o r an in ter-..st the!"~: in. agrees to be liable fo r, exonerate. indemnify, de fend and hold harmless the State of 
Texas and the owner oflhc soil . their offic:n. e:nployc::s. and agents in the same maMer provided above in c:oMcction with the Jd vities of Lessee. its offic:; 
employees. 311d 3genr.s as dcscri l:\d .WOve. EXCEPT AS OTHERWISE E-XPRESSLY LlMITED H EREIN, ALL OF TirE U"oo"DE:\INITY OBLIGA TIOI" 
A.'ID\OR LU1H1.ITIES AS~U~~Il v:"\DER.."FHE TER.\15 OF TillS AGREEMEXr SHALL BE WITHOUT Ll1'rfiTS A.""D WITHOUT REG A.RD TO 
nn; CAUSE O R CAUSES THEREOf.lEXCLUlH;"'G PRE-EXISTING CONDmONS), srR.ICT LIABILITY, OR THE NEGLIGE.'ICE OF A.'fY ?ARTY 

..Q.R...i'AR:rl-E~·l::tiDll'oG"il·iE1NEGLIGE:"'CE OF THE L'ID E~fi'<1FlED PARTY), WHETiiER SUCH :>iEGUGE:"'CE BE SOLE. J OI:NT. 
CON CURRE:'IT, ACTIVE, OR.PASSIVE. 

~---~.-----------------
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36. ENVIRONMENTAL HAZARDS. Lessee shall UK Lbe hi&h~ de p-ee o( = ~ uii'ClSOnable sa{ei'J2I'ds to prevent ~on or poll~a o( . 

any e:nvironmClUal mccfiwn. incJudin1 soiL surha: wuen, ~. sccfimcna. and surface or subsurf:x:e stma. ambient air or my otbcr c:uviroMICliQJ medi . 
in. on. or UDder, the leased premises. by JDY waste. polluwrr. or c::onl3minanL Lessu s!WJ not brin1 or permit to muaia 04 the leased prcnises my asbestos 111ft 

coawnin1 matuWs. explosives. IDXic zzw.eria1s. or subswlc::s t'CJU)ued as h.nvdous ~~us lll&c:riaLs. b:a;zardous subst:~Dczs (u tbe tc:m 'ihz:ardous 
Su.bsunec:~ is defined in the Comprehc:nsive Euvirotl111Ctlw Response, Compensation and Liability Act (CERCLA), 42 U.S. C. Scaioas 9601, u seq.). oc IOxlc: 
subswtec:s Wldcr my federal. s=c. oc JOQJ ,...., or ~oa (""Hzz:lrdcus ~"), exccpc anfiDary pn~duas coa1m0nly lloSCd iD COIZDCClioa willl oil and ps 
cxplonlioa and development ope:uions JDd ~d iD the usuaJ = and qumritics. L.E.SSLE'S VIOLATION OF THE FORLGOING PROHIBffiON 
SHALL CONSTITUn: A MATERIAL B.RE.ACH AND DEFAULT HERE11ND£RA.""D I FSSFF SHALL INDOfNIFY, HOLD BAR.\ILFSS A.'I'D 
DEFD"'D THF ST A TI: OF TE:XA.S A."'m THF OWNER OF THF SOU. FROM AND ACAlNST ANY Cl.AlMS, DA.'\-UG£5, JUDGMLVrS., P~ALllFs, 
LIABJLITIE.S, A.'ID COSTS (INCLUDING RLA.SONABLF A TTOR."fl:Y'S' FEES A.'ID COURT COSTS) CAUSED BY OR A.RlSING ot.rr OJ:' (I) A 
VIOLATION OF THF FOREGOING PROmBmON OR (li) THF PRESE:iCF, RFLl:A.SF.. OR DISPOSAL OF k"'N HAZARDOUS MATFlUAl..s ON., 
UND£ll, OR ABOUT THF LEASED PRL\flSFS DURING LFSSFF'S OCCUP A.'lCY OR CONTROL OF THF I.E.ASED PROfiSC:S. LFSSE.L SHALL 
CLEAN UP, ROIOVl:, RF.\1l:DY A. ""D R.EJ> AIR A.'fY SOU. OR GROUND WATER CONTA.\IINA TION A.'ID DA.'tUGF CAUSED BY THF 
PR.ESE:iCF OR RELFASF OF ANY IU.ZARDOUS MA TElUALS IN, ON, UNDER. OR A30UT THF LFASED PRDDSFS DURING LFSSE.L•s 
OCCUPANCY OF THF LF.A.SED l'1U:MJSFS IN CONFOR.\U."'CF WlTII THF RFQt.."'IRL~ OF A2PLICABLF LAW. THIS 
IND£.'\iNIFlCA TION A.'ID .ASSUMP'TlON SHALL APP'L Y, BUT IS NOT I..IMI'T'E.D TO, UABILITY FOR RESPONSE ACTIONS UNDERT~ 
PURSUANT TO CE:RCL\ OR ANY OTHER FNVIRONME'ITAL U W OR REGULATION.. LESSEE SHALL Il'rCa:DIAn:L Y GIVF THF STAn: OF 
TE:'CA.S AND THF OWNER OF THE son. W'RI'I"I'l:'lNOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. UPON 
LEAR."'ING OF THF PRF.SFNCF OF ANY HAZAROOUS MA TFRIALS, OR UPON RFCFJVING A NOTICF FROM A.'lY COVFR.~'"TAL 
AGF:'ICY PERTAINING TO HAZARDOUS ){ATE.RlALS WHICH MAY AFFECT THE LFA.SED PRE~!ISE.S. THF OBLIGATIONS OF LFSsil: 
HEREUNDER SHALL SV"RYIVE THF J:XPIRA TION OR EAlU.lER n:::R.\IINA TION. FOR ANY REASON. OF THlS AGR.tL\iL"'T. 

37. APPUCABLE LAW. This lease is issued under tbe provisions ofTc::us Nmaa.l R.cso= Coclc 52..171 throush 52..190; commoaly lcno"<a u the 
R.c:fmquishme:ruAa. and othe:r appliablc = md amendments~ and if any provision iD this lc::1Se docs DOt c::oaform to these s=ta. Lbe ~will 
p~l over my DOnc:Dnforminc IC3SC provisions. 

33. EXEctrnON. This oil md ps l~c must be signed md xbowledsed by the Less« before it is filed of record in me c::o=cy records and in the 
Gcncnl L:md Offic:: o(the SUte ofT= Once tbe filinc requirements found iu P~h 39 of this l=se have been sa.risfied, the etrc:t:::ive d3Le o(tb.i.s lease shall 
be tbc dau: found oa Pace 1. · · 

LESs-- / 
B Y : ~~av Johnson 

••• • • • • •• 
~·----------~--~~~' -------------
DATE:. _ __.h:::;....r'}~V=....c::::..... __ 1'--L.oi:S ____ __ 

• • ••• • • • •• • 

D:ttc: ________________________________ _ 

STATE OF TEXAS 

BY: ~~t'4«Vd«-7~ / 
IndividUally ;md :1gent for the St:uc ot Tc::x:u 
and seQa;J e &zerty SS# 
Due: cJ ~~ C/. . 

STATE OF TEXAS 

BY:~~--~----~~~--~~-------­
lndividually and a.s :sgent for the Su~e ofTc::x:u 

Dau:: _________________ _ 



_, _ 

STATE OF ___________________ __ 
(CORPORATION ACXNOWl..EDGME:Nn 

COUNTY OF ___________________ __ 

BEFORE ME, !be Wldcrsip!Cd mtbority, on this day penonally 3;~·------------------------------------
known to me: 10 be the person wbosc name is subscn"bcd 10 tbc (o~~CiDC iosuumc:nt. as. ____________________ ....;or 

G iven undu my Wid md seal of office this thc:. ______ .cby oC __________ -J- 19 ___ • 

Neary Pubuc: in and for __________ _ 

STATE OF _________________ __ 
(CORPORATION ACXNOW'L.EDGMEN'r) 

COUNTY OF __________________ _ 

BEFORE ME, !be undcnigned authority, on this day personally appc:aRt.~. _______________________ _ 

known to me: to be tbc persoa whose a=lC is s:u.bsc:ibcd to the tbrezoiDg instnml.c::nr. zs, _____________________ or 

G"rvc:n Wldcr my hand :md sui o r office this the _____ day or ___________ _. 19 ___ . 

Nobly P..1blic in and for __________ _ 

STATE OF I & /-lS 
I 

STATE OF ____ r;.J........~___:.-7---...:.....---:--------
COUNTY OF __ m_...;_;/'-"'~.......,:::._------

(lNDIVIDUAL AC1010WLEDGMEYr) 

• 
•••• • • •••• 

• •••••• • • 

len own to me to be the penons whose namc:s 3l'e subsc:riocd to the iorc~oing ics:rumoc, and aclclow !edged to me that they c::xc:cuted the s:unc for the purposes llld 
consider.uion therein c::xpre~c:d. 

Given under my hand md sc:3l of off!c: this thc: __ _..U .. ____ day of 

J 
1 

~ 
0 

,19___;_9_1_ 
~?n~ 

Nct.JtY ?-..t i:l ic in md fo r _ _ ___:.0_-'-4-__ Cr-J ___ _ _ 
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EXHIBIT ''A'' 

ATTACHED TO AND NlADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JULY 
17, 1998, BY AND BETWEEN JOGRACE LAIRD FLOOD, DEALING IN HER SOLE AND 
SEPARATE PROPERTY, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING 
106.66 NET MINERAL ACRES, MORE OR LESS, ALL IN CULBERSON COUNTY, TEXAS. 

40. Notwithstanding anyth ing to the contrary indicated in Paragraph Three (3) he rein this Lease for 
all purposes shal l 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 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 drilling operations being conducted on said land, or 
lands pooled therewith, at the end of the primary term hereof, whichever is the later date; and thereafter 
carry on the continuous drilling program unti l all proration units have been drilled, allowing not more 
than 180 days to elapse between the completion of one well and the commencement of the next 
succeeding well. Should Lessee fail to commence the continuous drilling program or subsequently default 
in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, 
save and except for the proration units surrounding each well then producing, capable of producing or 
upon which operations are being conducted. The term "proration unit" as used in this paragraph means 
any acreage designated as a drilling unit or production unit in accordance with the rules of the Railroad 
Commission of the State 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 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 th lands stil l subject to this lease and for the gathering or transportation of oil and gas 
produced from the retained lands. The sole liabili ty or penalty for the failure of Lessee to drill any well or 
wells requ ired or permitted. in this lease sha.ll be the tennination or partial termination of Lessee's rights 
under the lease as provided above . 

In conducting such continuous dfilling_p_rogram, 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 day.s 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. 



~ 11 I 

THE STATE OF TEXAS I 

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

• •• • • • .. 



111/'\1'1 Mt:;;:)UUMvl::;:), L . t"'. 

ACQUISITION CHECKING 
COM MISS ONER OF THE GENERAL LAND OFFICE 

PARAGO~ #299:Leasd'\>nus Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 07/ 17/98 from the tate of Texas by Agent 
Jograce Laird Flood, dealing in her sole & separate 
property. Lessor, in favor of Clay Johnson, Lessee, 
covering All of ections 18, 19, 20 & 21, Block I 00. 
PSL Survey. Culberson County, Texas. 

1012 1/98 

99011689 

. ... 
• • • • •• 

• 
•••• 

TITAto~ ftEOOURCES, L.P. 

Lease Bonus 

Acqwi6~T£~WfSl§~ER OF THE GENERAL LAND OFFICE 10/21/98 
• . PARAGON #299:Lease Bonus Payment in full of 112 Lease Bonus Consideration due 
• • • • the State of Texas for Paid-Up Oil & Gas Lease 

• •••• • dated 07/ 17/98 from the tate ofTexas by Agent 
• Jograce Laird Flood, dealing in her sole & separate 

•: • ••: property, Lessor, in favor of Clay Johnson, Lessee. 
covering All or Sections 18. 19. 20 & 21, Block I 00, 
PSL Survey, Culberson County, Texas. 

99011689 

Checking Lease Bonus 

X 2.879.82 

002699 
2,879.82 

2,879.82 
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~aenl Laad omcc 
Rdlaquisluaar Act Lu..se Form 
Rrnsed. Scptecabcr 1997 

PAID UP 
On. AND GAS LEASE 

THIS AGREEMENT is made md entered into lhis__lLday or Ju l y 19.....9..8...., benteca !be S~ ofTaas.ldin& by md throa&h its 
~~ Charlotte Walker Furman. deali n g in her sole a nd s eparate pro~erty 
------------------------__;of 2 9 0 9 FA st 1 7 t b Stree t 

Od essa T X 7 9 7 6 1 wdq~ 
(Give Pcmmcnl .Address) 

~in n:fcrre1t to zs !lie owner of !lie soil (whctba one or mon:), :md, __ __;C~J'-'a~y'---' . ..,.T-~..oJ.JhU..L.JDL..:S,..nLeU.n..___-:----::-::-::-----
201 W · ~,I a 11 S u i to::. BOO of 
Mid l a nd Tv 707 0 1 

(Give P=ancnt Addn:ss) 

1. GRANTING CUUSE. For md ill comidcratioa of the amounu sl3lcd below 31ld of !be coveaants 31ld agrccmcnts to be paid. lcept and performed by 
L:sste llllder this lease. the: Suu: ofTc::us acting by md throu.gh the owner of the: soil. bc:rdry p-mes. leases aDd lets un:.o Lcssce.lilr tbe sole and only purpcsc of 
prospectinc 31ld dnl ling for md produc:~ oil md ps.. l~g pipe lines, building tanks. .su.Uig oil 31ld building power stuions, wepbca.e rmc:s md other muaures 
thereon, to produc:c, save, taJc.c ~of; creal md tnnspott said produro of the lease., !lie foUowing W!ds s~ in Culberson County, Stuc 
ofTcxas. to-wit • 

Block 100, Publ1c School. Land Survey 
Section 18: All 
Section 19: All 
Section 20: All 
Section 21: All 

c:ontainin.._g __ 2 ...... :...5~6uO.t-._IIC:'CS, more or less.. The bonus considention paid for this I= is 35 follows: 

To the owner of the soil: Two Tho usand One Hundred Sixty and No/100---------- -
DoHan (S 2 I 1 60 00 ) 

••• • • • ••• 
Towoonwcoc.sidcr.Woa: Four Thousand Three Hundred Twenty and No / 100-------

Dollan (S 4 , 320.00 ) 
••• , I 

11x to111 ~nus consideration paid n:pr=ts a bonus of.--:=-__ F~i;...:f~t~y::--::::-=f~o~u~r'--~a:..!n7d~...!N.!..!:<o:..L_1=-:::0:..::0~-:::-::-:----------------_-_-_-_-_-_-_-_ 
.. • Dollars (S 54 • 0 a ) pa ac-e, on 8 a net a.c:-es.. 

• ••:• .2. TE.~\of. Subject to the othCT provisions in this lc:~. this lc=e s.hal1 be for 3. term of Fj ve ( 5) years 
(h~~ c.:Jied "primary tc:.rm j and as long lllc:n::Lfta as oil and gas. or either of them. is produc:d in paying quanti tics from said I and. 
~ ~ ur this lase. the term "produ=d in paying quantitia" mc:lllS that the receipts from the sale or other authorized commercial u.se of the: substOIIlc.:{s) CO"md 

from this cUI= 

ac!ed eM ofpodet opc:T'31ional expco.s.e:s for the six months last past. 

*see ~xhibit "A" attached for Pd-u Rental Provision shown as . . 



. 4. . . PRODUCTION ROY .ALTIES. Upon production of oil and/or gas. ~e a&re.es to pay or cause to be paid one·h.alf (112) of the royalty 
provtded form thule~ to the Commissioner of the G-eneral Land Offic:e of the State of Texas, at Austin, Texas. and one·bill (112) of su~ royalty to the owner f 
the soil: 0 

(A) OIL. Royalty pzyable on oil. whi~ is clefined as including all bydroc=bon.s produced in a liquid form at the mouth of the wc.ll and also as all 
condensau:, distillate, and other liquid hydrocarbons =vered from oil or gas run throup a separator or other equipment, as hereinaft.cr provided., shall be 

3/ 1 6 part of the gross production or the manet value tbaeo~ at the option of the owner of the soil or the Commissioner of the 
General Llnd Office., such value to be dc:cr.nincd by 1) the highest posted price. pi u.s premiwn. if any, offered or paid for oil. condensate, di.stilla1e., or other liquid 
hydro<:atbons. respectively, of a like type 3Dd grzvity in the general area wbcrc produced and whct1 run, or 2) the highest marUt price thc:rcof offacd or paid in the 
gencnl area.w~ produced and when nm. or 3) the .gross pr=ds of the sale them;,t; whic:hcve:' is the~. Lcsscc ~that before zny gasp~ lhlm the 
l=sed preauses u sold, used or proc:.:sscd in a plant. 1t will be run free of cost to the royalty ownen through an adequate oil md gas separatOr of conventional type, 
other equipment at least as efficicru,. soma all liquid hydroc:ubon.s =vcrable (rom the ps by su~ =will be recovered.. The requir=lcnt that suc.i gas be nzn or 
through a separ.uor or other equipment r:tQ'j be w-aived in writing by the royalty owncn upon suc!1 tc.tms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty oo any~ ('mcludin' flared ga), wh.iea is defined ;u all hydrocarboru and 'liSCOQS substanc:cs oot defined 
as oil in subp~h (A) above, produc:d £rom any well on said land (except as provided herein with respect to p:s proccs.sed in a plant for the c:xtral:tioo of 
psoline, liquid hydrocarbons or other products) shall be 3/1 6 part of the poss production or the marlcc:t value thc:rco( at the option of the 
owner of the soil or rbc Commissioner of rbc Genc:al Land Office. such value to be based on the hi illest l'lW'Xct price paid or offered for :as of comparable quality ia 
the general area wbc:rc produced and when run, or the poss price paid or offCl'Cd to the produ=, whic:bcvc: is the greater, provided that the maxlmUIU pressure base 
in m~g the ps under this lease sb.a.l1 not at my time cxcccd 14.65 pounds per square indl ~lute. and tbc standard base t::mpc:rawre sball be sixty (60) 
degrees F:lhn:nheit. correction to be tnade for pressure a<:eerd'mg to Boyle's Law, and for ~i.fic ~according to tests tnade by the Balance Method or by the 
mcst approved method of testing being used by the indus:ry u the time of testing. . · 

(C) PROCESSED GAS. Royalty on any gas pro=ssed in a gasoline plant or other plant for the rceov~ of gasoline or other liquid hy~ 
shall be 3/16 part of the residue gas and the liquid hydroc:arlxlns ~or the marlcet value tb=t: u the option of the 
owner of the soil or the Comm.ission.cr of the Gcnc:aJ Land Office. All royalties due herein shall be based on one bundled percent (100%) oftbe total plant 
prc<luction ofn:.sidue gas aaribut3ble tops produced from this Je:uc. and on fifty percent (50%), or that percent ac=uing to Lessee., whichever is the gre:liU, of the 
toul plant production of liquid hydroc:ubons anribuuble to the ga:s produced £rom this lease; provided that if liquid hydroc:llbons are recovered £rom gas proc:::s:sed 
in a plant in wbi~ Lessee (or its par=t, subsidiary or UfiliaLe) owns an intc."'CSt, then the pcz=ntage appli~le to liquid bydro=bons shall be fifty pc:rce:nt (SG-/o) or 
the highest pc:n::nt 3CC"lling to a third party proc=ing g:u through sue!! plant 1mder a pro=sing Jgrcement negot:ian:d at ann's length (or if there is no suc!l third 
pazty, the highest pa=t then being spc..ciiicd in ?roc.::ssing ag:r---ments or contracts in the industry), whic.'levcr is the~· The respective royalties oa residue gas 
and oa liquid hydroc=bons shall be dc:.e:m.ined by I) the !Ughcst maricet price paid or offered for any ps (or liquid hydrocarbons) of compar.Jble quality in the 
general area. or 2) the :ross price paid or ot!'erd for suc!l rc:sidt;e g.as (or the weighted :rvcage gross selling pric:: for the respec+Jve g:radc:s of liquid hydroc::ubons), 
whichever is the grc:u.cr. In no event, however, shall the royalties payable under this par:J.gl'llph !>c less than the royalties which would have been due had the gas not 
becnproces.sed.. 

(D) OTHER ?RODUCTS. Royalty on c;;uboD black, sulphur or :lilY other produc::s produced or manuf:=t=d from g:u (excepting liquid hydrocarbons) 
whether said gas be •c:lSinghea.d., • "dry, • or any other gas, by fractionating, burning or :my other ;==ssing shall be . 3 /] 6 part of the 
gross production of such products., or the market value the:-eot: n the option of the owner of the soil or the CommissionCT of the General Land Office. sue~ market 
val ue to be determined :u follows: I) on the basis of the highest market price of :;u:h product for the same month in which suc:h produa is produced. or 2) on the 
basis of the average gross sale price of ex..'l product fo r the same month in which such products are produced; whichever is the gr=r. •• • 

• • • •• • 
5. Mn'll MUM ROYAl. TY. During any year aftc the expirJtion of the primary tcr:n of this lease, if this lease is maintained ~y production, the wJIU.ies 

paid under this lease in no event sh311 be less than an Jmount equal to the total annual delay rental herein provided; otherwise, there sb.zil be due and pay<f'l~i'l er 
before the last day of the month succeeding the annive:sary dale of this !case a swn equal to the total ilnl1ual rcntal lc:s.s the amount of royalties paid during the

0 
pre:::ding ye:u. IfPlr.lgr.lph 3 of this I= does not spe;ify a delay rcnta!Jmount, then for the purposes of this paragnph. the delay rental amount shall be one 
dollar (S l.OO) peT ac.""e. • • :• • • 

• •• 
6. ROY .AL TY IN KIND. Notwithstanding any other provision in this Jcase, at any time or from time to time, the owner of the soil or the Co~~f~r 

of the General Llnd Office may, Jt the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of :m1ttlyalfics 
ac:::uing to such royalty owner under this lc:ue be made in lcind. The owner of the soil's or the Commissioner of the Gener:ll Llnd Office's right to ulce its ro~ty in 
Jc.:nd shall not diminish or negate the ownu of the soil's or the Commissioner of the Gcnenl Llnd Office's rights or Lessee's obligations, whether express ~rei·~d. 
under this lease. • • • • 

• 
7. NO DEDUCTIONS. I...cssee a.grees that all royalties a.c:cn.~ing under this lease (including those paid in kind) shalt be without deduction for~~ Msl ~f 

producing, gathering, storing. sepan.cing. tre:u.ing, dehydrating, compressing, processing, tr.l!\Sporting. and othcrwisc making the oil, gas and other products · 
her.: under re:ldy for sale or u.se. L=ee a.grees to compute and pay royalties on the gross value received., including any rcimbur.;emcnt.s for se-ver:111ce w:es and 
production rcl:ued costs. 

8. PL.A.'VI' FUEL AND RECYCLED GAS. No royalty shJJI be payable on any g3S as may represent this !case's proportionate share of any fuel used to . 
process gJS produced hereunder in any processing plant. Nocwithsunding any other provision of this le3Sc, and subject to the wriaen consent of the owner ofth~ sool 
and the Commissioner o f the Gcncr.IJ L;md Office, W5ee may recycle glS for gJS lift purposes on the lc:ued pre:niscs or fo r injeC"Jon into :my oil or gJS producmg 
fo rrn:uion underlying the le:ued premises liter the liquid hydroC3tbons cont:l.ined in the g:u hJve been removed; no royalties shall be payab le on the .-ecycled glS 
until it is produced :md sold or u.sed by L:s.se: in a manner which entitles the royJlty ownen to a royalty under this lc:ue. 

9. ROYALTY PA YMEYTS A.'ID REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the Gene~ Ulld Office J.t Austin, 
TexlS, in the following matJJier. 

Plyment of royalty on production of oil and glS shall be as provided in the roles set forth in the Texas Register. Rules cUITently provide that royalty .on oil is 1ue 
and mu.st be received in the General Land Office on or be!'ore the 5th day of the second month succ...-eding the month of production. and royalty on glS IS due:. 311 fth 
must be received in the Gcner:ll Llnd Office on or before the 15th day o f the second month succeeding the month of production, accompanied by the a.ffidavot ~. e f 
owner, manager or other authorized agent, completed in the fonn and manner pn:sc:ibed by the Gc:"'er:ll Llnd Office and showing the gross amount wd disp~sltl~n. 0 

:1.11 oil :llld gas produc:d :md the mJtlcet value of the oil and gas. together with l copy of 311 docume:lt.s, records or re;::oru confirming the gross production. dlsposluon 



and nurltc:t value: includinc gas mc::.er readings, pipeline: rec:c:ipr.s, &as line: n:c:c:ipts Uld other QecJa or au:mor=cb of amount produc:c:11 and put into pipelines, tanlc:s, 
or pools and gas lines or cas storqe. and any olha n:pons or n:.c:ords wh.ich the Gcncnl Land Offic:e ~y I'Uiuirc: to verify the gTOSl productioo., disposition and 

• marlcc:t v~uc:. In aJI c;asc:s the authority of a lllmag'er ~ qent to aa !or the: 1..es.sec bcrc:in must be: filc:d in the GcDc:nl L=d Office.. Ea.c:h royalty PZ)'tDc:nt shall be 
accompuuc:d by a chc:clr: nub, schedule:, swnnwy 01' ocher rcmiaancc: advice: sbowi.o& by the auipc:d Gcnc:nll..uld Office: lease: number the amown of royalty be. 
paid on c:~ lease:.. lfl.c:s.s« pays his royalty oa <K bc:fon: thirty (30} days ~ tbc royalty paymc:mwas due, th.c:n l.c:s3« owes a penalty of S% o_n the: royalty or Ul& 
$2$.00, whad!c:vc:r LS PQLc:r. A royalty payment whic.b is over thirty (30) days lal.c: shall acc:rue a peoalty o( 10*~ of the roy21ty due: or S25.00 w~ is~ 
ln addition to a pc::Wty, royalties shall ~e intcat ;u a rate: of 12% per year, suc.b intcrtst will bq.iD xc:ruin& when the royalty is sixty (60) days averdu.c.. • 
Affidavits and supporting documents wbic.b ~ oot filed when due shall incur a pc:zWty iD m amoaat set by tbc: Gc:nc:r.ll Land Office a.dminislnlive rule: which is 
c:tfc:c:tin on the: cUll: when thc affi~ts or supportin& do=ts wen: due.. The: Lessee shall ~all ~asibility for p&Ying <K causin& royalties 10 be paid as 
pn:=ibc:d by the: due: due provide:~ herein.. hymcm of !he deli.aqacncy pc::Wty shall in oo wzy opcraD: to prohjbit the State's right of forfeiture as provided by Law 
nor aa to postpone: the d.w: on wbic.b royalties wen: oricinally due. lbe abon penalty provisioas shall aot apply in cases of tide disp~ as to lhc S~ poctiog of 
the: 1'0}'3lty or to chat portion of the royaity in d~ as 10 tm marX:t value. • · 

10. (A) RESERVES, CONTR.Acrs AND OTHER RECORDS. l...c:slc:c shall mnwly I'Urni.sh the Commissioner o!tbc GcncnJ Land Office with 
its best poSlible c:stimatc of oil and 135 reserves undertyin& this lc:asc: <K allocable 10 this lase aad shaii!Uruish said Comm.is:sioner with copies of all contnas lllldc:r 
whid! &as is sold oc procc:sscd and all subscq\ICDl ~ aad amc:admcnts to suc.b comrx::s wimin dUny (30) days afta c:atc:rinc in1o or malc.inc such ~ 
qrc:c::mcnts or amcadmcnts. Sud! contrxts md ~ wbc:a n:a:ivcd by the Gcnc:rall..md omc:c shall be: bcld in confidence by the Gcnc:nl Uad Office unless 
otherwise authoriz:d by Lc:sscc. All other COIUl¥tS md rc:c:otds pcnaininc to tbc: produaioo., trmsporwion. sale: and mazb:ting of the oil and ps pt'OCiucc4 oa said 
prc:misc:s. including the: boolcs ~ aa:ounts., r=ipts md disdw'gc:s of all wc:ll.s, tanJcs.. pools, IDdCS, md pipelines shall • all times be: subjc:a to inspection aad 
examination by the Commissioner of the Gcnc:n1 Land Offic:, the Aaomcy Gcnc:raJ, the Gov=, ~the rc:prcsc:ata.tive of=r of them.. • 

(B) PER. \fiTS, DRlLL.ING RECORDS. Wri= notice: of all oper.Woas oa this I= shall be: submitted to the Commissioner of the GcncnJ 
Lmd Office by Lessee or opcr:uor five (5) days bc:forc spud dare, woncovc:r, I"C'<<lU)', temporary abandorunct~~: ex- plug aad abandonm.ellt ol my wen or ~lis.. Such 
wriaen ootice to the General Land Offic:c shall include copies ofR.lilroad Commission forms tor appliC31.ion to drill Copies of well tats, complc:tioa reports and 
pluuing reportS shall be: supplied to the Gcncr:U L=d Office ;u the time they arc filed with the: Texas R.ailroad Commission.. All applications, pmnits, tq>orts or 
othc:r filines that reference this lnse ~my spcc:ific well on the lc:asc:d premises md thalat"e subm.ia:d to the Texas Rmroad Commission or my other governmental 
agency shall include: the: word "Stale' in the tide:.. AdditioD3lly, in 3CCOrdancc: with Railroad Commission rules. aay si&na.gc: on the lcasc:d premises f~ the: purpose of 
identifying wells, Wllc ba.a.cries or other ;wociatc:d improvemc:nu to the Lmd must :Usc include: the •wrd 'SUD:. • L=c:e shall supply the Gcnaal L.md Offiu with 
any records, memormca, K.eounts, reports, cuainp md cores, 01' other infonnarion relative to the opc:.ratioa of the: abovc:-dc:scribc:d premises, whic.b m.zy be 
requested by the Gencnl Land Office:, in <lodditioa to those bcrein c:xpre:ss.ly provided for. Lcs.sc:e shaJl have m clc:c:ric:ll and/or radioactivity survey made 011 the 
bon:-hole section. from the base of the surfaa: easing to the: toCLI depth of well, of ;Ut wells drilled oo the above described prc:miscs and shall transmit a true: copy of 
the log ofc:3Cb Slll't'c:y on ea.c.b well to the Gc.ac:a1 Land Office within fift=n (IS) days a&r the: making of said S~JrYc:y. 

(q PENAL TIES. Lessee shall incur a pc:na.lty whenc=vc:r reports, documents or od!c:r materials at"e not filed in the: Gcnc:r:U L.uld Office: wbc:n 
due. The penalty for late filing shall be: set by the Gcnc:aJ L.uld Office a.dministntive rule whic:!l is effective: on the: date when the: materials were due in tbc: Gcnc:r:U 
Land Office. 

II . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY ~'wt It during th.c: primary tem1 h=f and prior to discovery and production 
of oil or gas on said land, L::ssc:e should drill a dry hole or holes thereon. or if during the primary tem1 hereof and afta the discovery md u::ual production of oil or 
gas from the leased premises suc.'l production thc..~f should ce3.SC from any cause:. this lc:3Sc: shall not tcrminaLc: if oa or befon: the: c:xpir.u.ion of sixry (60) days from 
date of completion of said dry hole or c:c:ssation of production Le.ss« commcnc:.:l additional drilling or reworking opcr:Wons th=n.. or pays or tendc::-s the next 
annual de: lay rent:U in the: same: mmnc:r as provided ia this fc:3Sc:. If, during the: last yc:Jr of the: primary tem1 or within sixty (60) days prior the.w.o, a dry hole be 
co~!M~and abandoned, or the production of oil or au sh<luld ee:uc: for any c::~usc:. L=c:.c:'s rights shall rc:aui:n in full for= and c:ffc:a without further opc::u:ions 
untit ~..xpiration of the primary term: and if Lessee: has not rc:.sumc:d production in pzying quantities a the c:xpiruion of the primary tcnn, Lessee may nWiltlin this 
le~~~nduc:ting additional drilling or reworicing opcntions pwsumt to ~h 13, using the: c:xpir.ltion of the primary term as :he da.tc of cessation of 
prod>.xtio" under Pilr.lgT:lph 13. Should the first well or any subsequent well drillc:U on tbc: lbove dc:scnbc:d land be: completed as a shut-in oil or ps well within the: 
prim:ary tcnn hcrc:ot: Lessee roay re.samc: paymc:::lt of the annual rcnt:ll in thc same ma.MC.r as provided herein on ~be: fore: the n:nw paying d:uc fo!lowinc the 
c:xpinQQn of sixty (60} cbys from the d.w: o f completion of such shut-in oil~ gas well and upon tb.c failure: to make such payroe:~r, this lc::ISc: shall ipso f.u:to 
te~.Ztc! lf ill the apiration of the: prim.aly tc:m or any time: thc:rc:lfter a shut-in oil or gas ~II is IOQtcd on the IC3Sed pn:.:nisc:s, payments may be: ma.dc: ill 
01c~~ w ith the: shut-in provisions h=.t: 

• • • • •• 
• 12. DR!L.UNG AND R.EWORXING AT EXPtRA TION OF PRL'vfAR Y TER.'wt U: u the: c:xpir.uion of the primary tc:.-m, neither oil nor ps is be: inc 

pro~~'i~ on said l0111d, but Lasc:e is then engaged in drilling or reworXing opentions thcreoo., this lc:= shall rcnain in fore: so long as opc.r.1tions on said well ~r for 
drltl~'i\'ir-reworlcing of~y additional well iiC'C prosec-..atcd in ~ood faith md in-worlananliltc: manner without intcmJptions touling more than sixty (60) days dunng 
any one: s~d! opc:r:uion. and if they ~Cult in the production o( oil and/or gas. so long thereafter as oil and/or gas is produced in paying q1.Wititic:s from said land. or 
pal'~•~ shut-in oil or :as well royalties or compcns.ltory royalties is made as provided in this lc.3.Se. 

13. CESSATION, DIULLING, AND R..."WORl<lNG. It after the: expiration of the prittwy term, production of oil or~ from the: leased premises, a&r 
once obtained, should cc:3Se !rom any cause:. this lc;uc: sball not tenrlinAu: if~ conunc:nc:.:l idciiticna.l drillinc or reworking operations within sixty (60) ~ 
after suc:h =:~tion, and this lease: shall n:;nain in full force and etfect for so long as such opcr.llions continue in good faith and in worlarulnli.k.e m3tUlCT without 
intc:ITUptions totaling mon: thOill sixty (60) days. lf such drilling or reworXing opc:r.uions n:sult in the production o f oil or &as. the !C3.Sc: sh:UI remain in full fort: md 
e ffect for so long as oil or gas is produced from the: le3Scd premises in paying quantities or payment of shut-in oil or &as well royalties or paymc:nt of compensa.!Ory 
royalties is lll3dc: as provided hc:n:in or as provided by Jaw. If the drilling or rc:wooong opcr:uions rc:3ult iD the completion of~ well u a dry hole:, the IC3Sc: will not 
tcnnimue if the: L:.ss~ conunenCCl additional drilling or reworking operations within sixty (60) d;tys after the completion o f the well as a dry hole, and this lc::!Se 
shal l remain in c:ffc:ct so long as Lesse-e c:t~ ntinuc:s drilling or reworking o per:u:ions in good fai th and in a worlcmanliltc: m:ltU1er without intcm.aptions totaling more 
than sixty (60) diys. Lessee shall give wriac:n noti~ to the Gcner:U Land Offi~ within thirty (JO) days of any c:ssuion of production. 

14. SHUT-rN ROYAL TIES. For purposes of this pan.graph. •well" mc::uu any well that bas bc::1 assigned a well number by the state age-:1c:y havin.g 
jwisdiction over the: production of oil and gas. If. a.t any time after the expir.uion of the primary term of a lease that, until being shut in, wu being maintained~ 
forc:c and effect, a we: II c:~pable of producing oil or gu in paying quantities is Joc:ucd on the lc::uc:d prc::niscs, but oil or gas is not being produced for lack ofsuatablc: 
production facilities or lade of a suitable: marlc:c:t. the::~ Lessee: may pay as a shut-in oil or gu royalty an llllOunt c:qu.a.l to double the: :utnual rental provided in the: 
lease, bu1 notlc:ss than Sl ..200 3 yc:31 for e:~.c!'a well c:~pable o f producing o il o r gas in p<~y ing qu31ltitics. lfP31"3.gr.lph 3 of this le ase: dc&QfdHjS<!~ay rcncl 
OIIT\Ount. then for the purposes of this par.~v:aph the de: lay rc:nul ilmount shall be one: doll01r (S 1.00) per ac:e. To be lftfe~M. , ~·R'ittltP.fi "%u -in'dWOll-gUroyalg 
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mLUt be paid on or before: (I) the expintioa of the priawy tmn, (2} 60 days altcT the Lessee o:ases to produc:c oil or &3:5 trcm the leased~ or (3) 60 day, 
a&r Lc:s.sec C:O~pletes a drill in& or n:w'OfXinc opentioa in a=JI'IW!u with the lease provisions; whichever date is latest. Sud! payment sh&ll be made ooe.JWf(l/2} 
to the C~mmJ.SSaona of the General Lmd Oftic:c md one-half (112) to the owner o( the soiL l! the shut-in oil or 1a.s ray.alty is paid. the le~ shall be eons ide~ to be 
a producmc lease and me: payment shall ~d the cmn of the lease: for a period ofocc: yar ti"cm the end of the: priaw-y tc:m1. or ttorn the tizst day of the month . 
followin& the month in which production casal, and., aft.c:r that, if no suiublc: production fxl1itics or suitable marlcet for the oil or cas exists, Lessee may CXtc:nd the · 
lease for four more suc:c.cs.sive periods of one (I) yar by payin1 the: same :amount a.ch ye:v oa or be !oR the: c:xpintioo of ex.b shut-in ye:u. 

. • 15. ~OMPEN~TORY ROYALTIES. It; durin& the period the lc:zsc is !apt in dfc:ct by ~of the shut-_in oil or ps royal~, oil or &as is sold and . 
dchv~d ~ pa~& q~twes lnlra a wen J~d within oac: thousand (1,000) ti:et o(the lased prem1SCS md c:omplewJ 10 tbc: same: produc:ul& n::sc:noir, or ill my . 
ease LD wha~ drai.oage tS cx:auring. the: ri&ht to eootinuc to mainuia r.bc: lusc by~~ the shut-in oil ot ps royalty sh.a1l c::cue, but the lease s!WI =am effc~· 
for the rcnwnder of !be year for whic!l tbc: royalty bas been paid.. The t..cssec razy maintain the I case: for fouc more sue=sive ye:~n by Lc:sscc payin1 COIIlpensuory 
ro~ty _u the ~y~ty r.ue provided in the lc::uc: oftbc aarlcr:t nluc: ofprodu.ctioa fi'om the wen ~in& the~ Dl"Whic:b is completz:-d in the s.:ame Pl'Odueinl 
~crvoar oand w1thin one t.hous=d (1,000) feet of the IC3:5Cd prcniscs. lbe compc:nsuory ray.alty ll to be pa~d monthly, ooc-half(l/2) to the Commissionc:r of the: 
GencT21 Ulld Ot!icc: and one-IW!(I/2) to the owac:r oftbe soil, bqiaa.inc on or before the last day of the month foUowin& tbc: monm in wh.ich the oil or :as is 
producc:d fi'om the well ca.usinc the draii:Ja&e or t1:1a1 is ccmplc:=f in the: s.amc: proc!ucia& reservoir md ~d wilbm occ lbQu;sand (1.000) feet oftbe leased~ 
If the a:~mpensazoty royalty paid in aay 12-month period is in an amount less lhaa the annual s.luu-ia oil or ps royalty, Lc:ssce shall pay an amouct equal to the 
diifcrenc:c within thirty (30) days &ora tbc end of the U-montb period. Compc:uuory royalty paymc:ms which are DOt timely paid will acaue pc:Wty and inten:st i.a 
KCilrdm~ with P~b 9 oftbis lease. Nooc: ofthc:sc: provisions wm relic:vc Lc:s3e1: oftbe obliptioa ofrasonablc: development nor the oblip.tion to drill of'fset 
wells u provided ill Tens Nantn.l Rc:soar=s Code 52.173; bowc-Ycr, ar the dcu::rmina1ion oftbc Commissionc:r, ;and with the: Commis.s.ioru:r's written approval, the 
payment of c:ompcnsuory royaltic:3 c::m s:uisfy tbc obliption to drill o!Eset weJ.1s.. 

16. RETAINED ACREAGE. Notwithstanding any pi'OTision of this lease to the: cooaary. a&r a ~II producing or apablc: of producing oil or gas ~ 
been completed on the l~ed premisc:s, Lessee sh.a.ll exm::isc tbe cfiligc:nc: of a reasonably prudent opcnror in drilling sucll additional well or wells as may be 
te:ISonably ncc:=azy for !he proper dn-elopment o!the l=d pr=ise:s and in mariceting the produ.c:tion thereon. 

(A) VERTICAL In the cvc:1t :his l= is in !'ore: and circa two (2) yc:JTS :1.ftc:r the CXFir.Woa date of thc primary or c:xtc:nded tc::m it .shall then ll:nninate 
u to all of the l=d premises, EXCEPT (1) 40 acres surrounding e::lc:!l oil well ~lc: of prodw:!ng in ~~ quantitie:s and 320 = surroun<fmg eacb ps ~II 
capable of produc ing in paying quantities (mcluding a shut-in oil ar ps well as provided in Pan.grapll 14 bc:reof), or a well upon which Lc:sscc is then eng3ged in 
continuous drilling or reworking oper.uion.s, or a) the numbcrofacr=.s included in a producin& pooled unit pursuant to Texas Natural Resources Code 52.151-
52.1 SJ, or (3) such gre:ua or lc:sscr a umber of acres as may tbo be aJIOQ!Cd for prod uction purposc:s to a proration unit for ex. 'I sue. 'I producing well under the rules 
and regulations of the: !Uilroad Commission oiTc:us, or any s=r 11enc:y, Ol" othCT govc:rnmct~W authority having jurisdiction. If at any time after the effective 
date o f the partial termination provisions l:lcrwt; the applic:lble field rule$ are ch2nged or the weU or wells loc::III:d thc:reoa are reclassified so that. less ac:re3Ce is 
the:-o:3ftu alloc::uc:d 10 s:Ud well or wells for production pwposc.5. this le:a.se shall thereupon tcnnin:u.: as to all ac:=.ge not th=ftcr alloc.:u.c4 10 said welt or wells fo r 
production purposes. Nocwithst:lnding the: t=ination of this ICJ:Se as to~ portion of the: lands covered hereby, L=: shall nevertheless continue to h<lve the right of 
ingress to and cgrc:ss from the lands nil I subje:c: to this le:ISe :or lll purposes described in Par.lg:r.lph I hc:~t; togethc:r with e.3.Semcnts llld ri~ts-<lf-way for cxistin: 
roads, existing pipelines llld other existing fa.c:ilitic:s on. over and 3COSS lll the la.ods described in ?u-:J.gr3ph I hereof ("the ret;Une d lands"), fo r acc:c.ss to and from the 
retained lands and fo r the gathering or tr.msportation of oil, :as Jlld other miner.W produced :rem the reClined lands. 

(B) HOR!ZOI'<"T AL. In the event this le:a.sc is in fo~ and etrcc:t two a> ye:ln after the e:xpintion date of tbc: primary or extended tam it shall further 
terminate u 10 all depths below 100 fc:t below the total d~th drilled (bcreina&r •de:pcr d~th.s") in =:!1 well locard on =ge retained in P&ragf3ph 16 (A) 
a.l:ovc, unless o n or !>c:fon: two (2) yc.vs U'ter the primary or c::xt.t::ldc:1 tum Lessee pays ilD ilmount :qual to one-balf(l/2) of the bonus originally paid as •• • 
consideration for this le :JSc: (u specified on page 1 be~ f). If suc.'IJmount is paid.. this I= shall be in fo~ and eff= u to suc.'l deeper de;:th.s. and safdo • • • • 
termination shall be delayed for an additional period of rwo (2) y= Jlld so loo& thereafter as oil or gas is produced in paying quantities from such dceper.depw 
covered by this 1= . : • • • • 

• 
(C) IDENTIFlCA TION AND FTLD-lG. The ~ JaC:lgc retained hereunder as to =h well shall. as ne3rly u prac:tic:al. be in the form of a sgm with 

the wcll loc::ucd in the c:cnrer thereof; or such other shape u may be approved by the Commissiona of the General Land Office. Within thirty (JO) daY' ftc' i~ 
tc:rrninillion of this le:ISe as prov ided hcre:n. ~shall execute and recorU a rele3SC or rele:a.scs cont:li.ning a satisfac-.ory le gal description of the: lCnge.;md/~r 
depch.s not retained hereunder. The recorded re!c:ISC. or a certifie d copy of same, shall be filed ia the Gcncr.U Land Office, ac=mpanied by the filing fee :~cn\.d 
by the Gcner.U L=d Offi~ rule$ in effect o n the c!aLe the release is filed. If lessee fails or refuses to execute ;md rec:orti sue!! reiC:ISc or releases w ithin run~ty (§O) 
days ill\c:r be ing requested 10 do so by the C-.:neral I..and Offic:::.. then the Commissioner at his so le disc::-etion may design~ by writi.en instrument the acrc3gc lnd/or 
depch.s to be n:lc:J.Sed hereunder and record such instrumeol at Lc:sse:'s expense ia the county or countiC$ where the le= is loC3LCd i1Dd in the official recoo!s·~ 
General Land Office and such designation shall be binding upon L=: for all p\lll)OSC:S. • • • • 

• ••• ••• 
17. OFFSET WELLS. Neither the bonus. del a)' ~tals, nor royal tiC$ paid.. or to be paid.. under this !elSe sball relieve ~of his obligation !b proltc:t 

the oil 311d zu under the 3bove-described land from being dr:linc d.. Le:sse:, sublessee. re~iver or other agent in control of the lc:ISed premise:s shall drill as rn.atiY 
welts u the fac-.s m3)' j ustify llld sh.all usc: appropriate mc:ms Jlld dril l to a depth nc:=sary to prcve:tt undue drainage of oil and gu from the leased premise$. In 
addition. if oil and/or g;u should be produc;;d in c.omrner;:iaJ quantities within 1,000 fec:t of the IC:J.Sed pn:m~ or ia any c:J.Se where the l=cd prtmisa is being 
drained by production of oil or :as. the L:::sse:, sublessee, rec::iver or other agent in c:onaol of the IC:J.Scd premise$ shall in good faith begin the drilling of a we:: II or. 
wel ls upon the le.3.Sed prc.'llisc:s within 100 days after the draining we !I or wells or the w c:U or wells completed within 1,000 feet of the lc:J.Scd j:)rcmisC$ surt producl11g 
in ctJmmercial quantities and shall prosec:.ne such drilling with dilige:-~c:. Failure to s:~tisfy the surutary offici obligation may subject this lc:ISe and the owner of the 
soil's agency rightS to forfe iture. Only upon the dctennination of the Commissioner of the Gcncn.l Llnd Offi~ and with his written approval may the payment of 
compensatory royalty under applic:lblc st:l!:Jtory parame~ satisfy the obligation to drill an offse t well or wells require:! unda this paragnph. 

18. FORCE MAJEURE. If, al'.!!r a good fait.'l ~iron. Lel.See is i'revented fi'om complying with any express or implied covc;,ant of :his leas.:. from 
conducting drilling opcr.llions on the lc:ISed pre:nisc.s, or from ;>reducing oil or gJ.S fi'om the leJ.Scd premises by reuon ofw:u, re!>c:llion. riotS, strikes. J.C:l of C-od. 0~ 
any valid order. rule or re~lation of gove::unc:nt authority, the:1 while so pn:vcnted.. Les.sc:'s obligltion to comply w it."a sue: !I covenant shall be suspended :111d Le.sse­
sh3.11 not be liable for d:un~C$ for failure to comply with such CllYC:wltS; ildditionally, this lc:J.Se shall be extended while L:ssce is prevented.. by any such eau.se, 
from conducting drill ing ;md rtworicing operations or from produc:ng oil or gu ttom the leuc:d pn:misc.s. However, nothing in this p~'"lpll shall suspc~d the . 
payment of delay renws in order to mainuin this l:asc in effeel during the: primill)' t.enn in the absc:~cc of such drilling or reworking operations or producuoa ofoal 
or glS. 



19. WARRANIT CLAUSE. The owner o f the soil wa.rrants and agree.s to defen d title to the leased premises.. If the owncr of the soil defaults in 
payments owed on_the leased premises. then Les.see ll'I2Y redeem the righa of the owner of the soil in the leased premi.sc:s by paying any mortpgc. bxes or other n 
on the leased premiSeS. lfLes.see makes payments on behalfofthe owner of the soil under this paracraph. Lessc: rnzt I'C(:()Yer the cost of thee payments rro

111 
!be 'II:M 

rental and royalties due the owner of the soil. · 

. 20. (A) PROPORTIONATE REDUCTION CLAUSE.. If the owner of the soil owns less than the en~ undivided surfac.e estua: ill t11c above 
descnbed land, whether or not Lessee's interest is specified herein, then the roy alties and renul ~in provided to be paid to the owner of the soilJhall be paid ro hizn 
in the proportion which his interest bean to the entire andivided surf:a.cc estate and !he royalties and rental herein provided to be paid to the Commissioner of !be 
General Land Office of the State of Texas shall be likewise proportionately reduced. However. befo re Lessee adjusts the royalty oc rental du.e co the Coi'I'UUi.uioncr ( 
the General Land Offi~ L=e or his authorized rcprescnw.ive must submit to the Commwiona of the General Lmd Office a writt= SU%I:men.t which explains~ 
disaepancy between the interest purponcdly leased under !his lease and the aaual ina=st owned by the OWDCT o(the soil Tile Commislioner of the GenenJ Uod 
Office shall be paid the value of the whole production alloc:able to any undivided interest not covered by a lease. lesJ the proportionate developm.ent and pt'OdiiCtioo 
cost allocable co sud! undivided i!lterest. Howevu. in no event shall the CAilllDislioner of the Gcnenl Lmd Office =M: as a royalty on the grcm production 
alloc..ble co the undivided interest not leased m amount less than the value of one-sixtc=.th (1/16) of such p-o.ss. production. 

(B) REDUCTION OF PAYMENTS. u: during tbc primaty term. a portion of the land covered by this lase is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in aa:ordance with Namnl Rc:so= Code Sections Sl..IS I-52..154. CK 

U: u any time Uta the cxpir.Won of me primaty tenn or the c:xu:nded tc:rm. this lease covers a lesser number of a.c:rc:s than the total amount dc:saibed llc:rc:in. 
payments thar are made on a per ac::c basis hct=der shall be reduced a.ceordini co the number o( acres pooled, rele:tsed. sum:ndered. or otherwise severed, so that 
payments detmnincd on a per ac::c basis under the tenns of this lc:asc during the primary term sh.al1 be ca.lcul~ bzsed upon the llWllber o f K::"CS outtide !be 
boundaries of a pooled unit. oc. if after the e:xp irario a of the primary t.erm .. the number of aaes a.c:ually retain.ed md covered by this lease. · 

21 . USE OF WATER. Les.see shall b.zve the right to use watc.r produced on said land n=ury fOT operations under !his lC3Se e:xc::pt water from wells CK 

tanks of the owner of the soil; provided.. b.oWCYer, Lessee shall not UJC potable water or wa.tcr suitable for livc:stoc:k oc iniption purposes fo r walaflood operations 
without the prior consent of the owner of the soil 

22. AUTHORIZED DAMAGES. Les.see sba.ll pay the owner of the soil fo r damages ~d by its oper:1IioMID all personal property, improvements, 
livestock and aop3 on said land. 

23. PIPELINE DEPTH. When requested by the owner of the soil.~ shall bu.ry its pipelines below plow de;lth. 

24. WELL LOCATION UMIT. No well shall be drilled ne= than two hundred (200) ~t co any howe or bam now on said 1"'=1~ without the 
written COMent of the owner of the soil. 

25. POLLUTION. In developing this are:1. Lessee shall usc the highest degr= of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing. pollution of coasul wetlands, natl.lnll watCI"W4)'S. riv= and impounded water shall be prev ented by the we of containment fac:Jities sufficient co prevent 
spill age, seepage or groWld W&t""r cootamina.tion. In the =vent of pollution. Lessee sh3.11 we all m= :1t its disposal co rec.;!pcure all escaped hydroc:3fbonJ or other 
pollutant and shall be respoasioie for all damage to public: and priv:ttc properties. Lessee shall build and m.aint:lio fences around its s lush. sump, and dr:!.inage pits 
and tank baaeriC3 so as co protect livcstoc:k ag3inst lou, damage or injury; and upon completion or ;~bandonmc:nt of any well or wells, Lcs.see shall fill and level all 
s lush pits and cellars and completely cle:ut up the drilling site of all rubbish thereon. Lessee shall. while c:ooducting oper.Wons on the le3Sed premises. kee-p said 
prcrniseJ free o f all rubbi.sh. cans. bottles., paper cups or prbage, and upon completion of opc1"3Coas shall restore the surfac: of the land to as nC3r its origirul 
coniitiii and contours as is prxticable. Tanks and equipment will be kept painted and presentable. 

• • • • •• 26. REMOVAL OF EQUIPME'IT. Subject to limitatioM in this paragr:~ph. Lessee shall have the right co remove machinery and fiXtUreS p laced by 
~~~c: lc=cd premise, including the right to draw and remove C3Sing. within one hundred twenty (120) days after the expir.uion or the termination ofthil 
leas~ tn1c:!s the owner o f the soil grants Les.sce an cxteMion of this 110--¢ly period. However, L=ee may aot remove C:I.Sing from any well c;;!pable of producing oil 
and 'if';u in paying quantities. Additionally, Lessee may not dr.rw and remove =ing until :Ut.er :.'Urty (30) days wriaen ootic: co the Commwioner ofthe Gmc:nl 
~!!~~;e and to the owner of the soil. The owner of the soil shall become the owner of :~t~y rnac.'linery, !ixrut-..s, or =iag whlc:.'l are not timely removed by Lessee 
un del'" the ttrms of this p:u-a.gr.1ph. 

•• • . . . . 
• • •27. (A} ASSIGNMENTS. Under the conditions cont:lined in this p~h and P~h 29 of !his lc=c. the rights and e.staLt:3 of either patty co thLS 

lease «13)' be ;JS.Signed. in whole: or in pa.rt, and the provisions of thi.s le:lSC shall extend to and be binding upon the!r heirs, devisees. leg:ll rep~enw.ivcs. suc=ol'3 
and CA9i!JlS. However, a change or division in owne~hip of the land. re.,uls, or royalties will not enlarge the ob liptions of Lessee, diminish the righcs, privileges 
an3 ~ ofL:sse:, impair the etfec:tivenesJ of any payment made by Lessee or impair the effectiveness of any act pc:rformc:O by Lessee. And no change or 
division i.-..ownership of the land. rent:lls, or royalties shall bind Lessee for any purpose until thirty (30) days 31\l:r the owner of the soil (or his heirs, devisees, leg:U 
rep•rf!ef!&tves or assigns) fumishC3 the Lessee w ith satisfaaory written evidence of the change in owne1'3hip, inc:luding th.e original recorded muniments of title (or a 
c:enified copy o f such original) when the owne~hip changed beeause of a conveyance. A total o r partial assignment of this le:uc shail. to the atent of the in~t 
assigned, relieve and discharge Lessee of aU subsequent obligatioM under this lease. If thil lease is assigned in it.S entirety JS to only part of the ac;cge, the right and 
option co pay rent:W shall be apportioned as between the several owners ra.u.bly, according to the an:3 of each, and f:t.ilure by one: or more of them to pay his sh.are of 
the rent3.1 shall not Ufect this lease on the part of the land upon which pro rau rentals are timely paid or tendered; however, iftb.e assignor or assignee doe.s not file 1 

Cl:n.ified copy o f sue!\ assigrune:tt in the General L;md Office before the nat rental paying dat.e, the entire lease shall terrnina:Ic for failure co pay the entire rtncl due 
under Paragr.~ph 3. Every assignee shall succeed to all rights and be subj ect to 311 oblig:uions, liabilities. and penalties owed to the: Sw.e by the original le.ssee or lilY 
prior assignee o f the lease, including any liabilities to the S tate for unpaid roy:Uties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding lOY provision in Plr.lgT3ph 27(a), if the owner o f the soil a.equire.s this le:ue in whole or in part by 
assignment without the prior written approval of the Commissionc::- of the Gcner.Jl Llnd O ffice. this lease is void as o f the time of assignme nt and the agency power 
of the owner may be forfe ited by the: Commissioner. An assignment w ill be trc:Jteci as ifit were made to the owner of the soil if the ass ig:nc:: is: 

(I) a nominee of the owner of the soil; 
(1) a corporation or subsidiary i.O which the owner of the soil is a principal stockholder or is an employee of such a corpor:uion or subsidiary; 
(3) a partne rship in wh ich the owner of the soil is a partner or is ln employee of such a partne1'3hip; A CERTIFIED COPY 
(4) a principal scoc:lcholdc::- o r employee of the corporation which is the owne r of the soil; IF rr BEARS THE SEAL Of THE COUNTY ClERK 

(5) a partner or employee in a partnership which i.s the owner of the soil; ATTEST: /k' - Z:~- fl 

® 



(6) ~fiduciary fur the owner of the $Oil; including but DOt limited to a JU&I"di.m, tnastee, executor, admini.stnl.or, receiver, or conservator for the 
owner of the $Oil; or 
(7) a family member of tbc owner of the $Oil or related to dlC owner oftbc $Oil by marriage, blood, or adoption. . 

2!. R.El.EASES. Under the =ditions contained in this paragr.~ph znd P:ngraph 29, Lc:ssec ~ u any time =te a:nd deliver to the owner of the s il · 
and place of record a release or relcasc:s covering any portion or portions oftbc lta:SCd premises, and !heRby surrender this IC:tSC as to such portion or portions, an: be 
relieved of all subscquCilt obligations as to a.c:rc:age surrendered. I! any part of this lease is properly sum:ndcrcd. the delay rental due under this lease shall be reduc:d · 
by !he proportion thu the S\UTCldered aceage bean to the acreage whicll was eavcrcd by this lease immcd"Wl:ly prior to suc:ll surrender; llo~er. such rei~ will 
oot relieve Lessee of any liabilities wllich may have acaucd under this lease prior to tbc surrender of such xxcagc.. 

29. FILING OF ASSIGNME-ITS AND REI.EASES. I! all or my pan oft!Us lease is assiplCd or released. such a.s.slgnment or release must be ~rdcd. 
the county where the land is situated, md the re.cordcd insttumc.nt, or a copy oftbc recorded insttmDc:u certified by the County acn: of the county in which the lD 

instrument is rceordcd, must be filed in tbc General Lmd Office within 90 days oftbc lasl t:Xcattioll dasz: aa:ompanit:d by rbc ~bed filing; fcc. I! any SUcb 
assignment is not $0 filed. the rights ~d under this lease shall be subject to fomin= u !be option of the Commissioner of the Gcncr.1.1 Land Office. 

30. DlSCLOSURE CLAUSE. All provisions perWning to the lease oftbc above.acs.cn"bcd land have been included in this i.n.stnmtcnt. including the 
stalement of the true considcra.tioa to be paid for the execution of this lease md the rights and duties of tbc parties. Any collartr.ll ~ts coaccming the 
development of oil md :as from the: lased prcmisc:s which arc oot contained ill this lease rcnda this lc3se invalid. 

31. FIDUCIARY Dt..rrY. Tile owner oftbc $Oil owes the State a fiduc:.i.ary duty llld must twly disclose any facts ~..ing the Sta1c:'s interest in tile leased 
premises. When the interests of the owner of the $Oil conflic:t witll those oftbc State, the owner of the soil is obligllled to put the St.atc's in!CTCStS before llis ~OIIa.l 
intcrcsU. 

32. FORFEITIJRE.. IfL=c shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or ifl.=ec or an aulhoriz:ed 
agent should knowingly make any false return or false report concerning production or drilling. oc ifl= shall fall or refuse to drill my offset wcU or wells in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the G-eneral Land Office, or ifl.cssc: should fail to file reports in the manner 
required by law or fail to comply with rules and re:r.J.!ations promulgated by tbc C-=cnl Land ~ !he School Land Board. or the Railroad Commission, or if 
Less~ should refuse the proper authority a.c= to the records pertaining to opcruions, or if Lessee or m au!horizcd agent should knowingly fail or refuse to give 
corrcc:t information to the proper authority, or knowingly fail or refuse to furnish the General Und Offic:: a corrcc:t log of m y well. or if Lessee shalllc!owin~ly 
vio lue any of the material provisions of this lease, or if this le:lSe is assigned and the assignment is oot filed in tbc Gcncral Land Office as required by law, tile rights 
acquired under this lease shall be subject to forfeiture by the Commissioner, md he shall forfeit s:ur.c wbc:n sufficiently informed of the facts whic:!l aulhorize a 
forfeirurc. and when forfeited the area shall again be subject to lc3Se Wlder tbe tJ:m:U of !he Relinquishment Act. Ho~er. nothing; herein shall be construed as 
waiving the automatic termination of this lease by operation of law or by reJ.SOo of any spcciallim.ita.tion arising hereunder. Forfc:turcs may be set aside md this 
le= and all rights thereunder reinstated before the :"ights of anomer inte.rvoc upon satisfa.c:ory o:vide:H:: to the Commissioner of :he General Land Office offun.tre 
compliance with the provisions of the law and of !his lease and the rules and regulations tllat may be adopted relative bc.oocto. 

33. UEN. In accordanc: with Texas Narur:U Rcso= Code 52.136, the State sb.aJill.ave a first lien upon all oil and gas produced from the area covered 
by this lc:lSc to secure payment of :111 unpaid royalty and other sums of money thaL may bct:ome due under this lc:lSc. By acc::ptaoce of this 1=. Lcsse: grants the 
State, in addition to the liCil provided by Texas Na.cunl R== Code 52..136 and any other applicable sta.rutory lien, an c:xpr= ,;ontncruallien on and security 
interest in all leased minerals in and c:xtr.le"".ed from the leased premises, all pro=ds which may acaue to Lessee from the sale of suc.i lc:lSed mincnls, whether such 
proceeds arc held by Lessee o r by a third ?art)', and all fixtures on and improvemcniS to the I~ premises used in connection with the production or processing of 
such lc:lScd mincr.Us in order to seco.u-c the payment of all royalties or other amo\Ults due or to bc1::ome due under this lc:lSc and to secure payment of any dalwl:$or 
loss that Lessor may suffer by reason ofL=c:'s br=3C.'l of any covenant or condition of this IC3SC, whetbe.r aprcss or implied. This liCil and security intc~ ~~ 
fore-:losed with or without coUrt proc..~dingl ia !he manner provided in tbe Title l , Chapter 9 of the T=s Business and Comme~ Code. L=ec agrees th"i We 
Commissioner may require L::s.sc: to a .CC'.Itc and n:=rd such instruments as may be =nably ~ to acknowledge, atta.c.'l or perfect this lien.. ~: fiVI"Y 
represents thu there arc no prio r or superior liens arising from and relating to L=ec's a.ctivities upon the above-described propc:ty or from L=~'s acquisition of 
this lc:ISe. Should the Commissioner u any time de :amine that this repn::senurion is not a-uc, the tile Commissioner may declar: this lease fo rfeited as provid;d 
hcn:in. •• :· •• 

• •• 
34. POOLING. Lessee is hereby gr=tcd the right to pool or unitize the royalty interest of the owner of the soil und~ this I case with any other Jl~!MI~ 

or miner:U intcr.::st for the exploration, development and production of oil or gas or either of them upon the same terms as shall ~ approved by the School L~d • 
Board and the Commissioner of the G-eneral Lind Office for the pooling or Wlitizing of the intc=st of the State under this lease pursuant to Taas Natur:ll RC$016CCS 
Code 52.15 1-52.!53. The owner of the soil agn:es that the inclusion of this provision in this l=e satisfies the a=tion requir=cniS stated io Texas N~ •• • 
Resources Code 52. I 52.. • • • • 

• •••••• JS. INDEMNlTY. Lessc:: hcr.:by releases and di.scltarges the Sutc ofTc:x.as ;lfd the owner of the soil., their offi~-s, employe----s, partners, agenK. • 
concnc:ors, subcontractors. guc:su, invitees., and the~ r.::spcctive succes.so~ :111d assigns, of md from all and any actions and c::wscs of action of every nature, or other 
harm, including environmental harm. for whic.i recovery of damages is sought, including, but not limited to, all losses and expc= which ar: c::wsed by the 
actiYilies of Lessee, its officers. employees, and agents 3rising out of, incidental to, or resulting from, the operations of or for Wsc: on the leased premises 
hereunder, or that may arise out of or be oc:asioned by L=e:'s brc:1c:h of any of the cc.-ms or provisions of this Agre.:mcnt, or by any other negligent or saictly liab!c 
act or omission of Lessee. Further, L:s.sc:: hereby agrees to be liable for, aone~. indemnify, de!"Cild and hold barntlcss !he St.atc of Texas and the owner of tile soli, 
their office~. e:nploy~s and :~genu, their successors or assigns, against any and all claims, liabilities, lo=. d:unages, actions, p=onal injury (inc luding deuh), 
costs and expenses. or other harm for which recovery of damages is sought, under my theory including tort, contr:ll:t, or saict liability, including attorneys' fees and 
othc~ lcg:U expenses, including those relar.cd to environmental haz.J.tds, on the leased premises or in m y w;ry related to Lessee 's f;U lun: to comply with any and all 
environmental laws; those <lrising from or in any way related t.o Lessce"s oper.uions or any other of Lessee's activities on the Ie:lSe:j pre:nises; those arising from 
Lesse:'s usc of the surface of the lc:lSed pre:nises; and those thaL may arise out of or be OCC:lSione:l by L:s.sc::'s breac.i of any oi :he terms or provisions of this . 
Agreement or any other act or o misSion of Lessee. its dircc:o~. office~. employe--..s, partners.. ag~ts. contr:ICt.Ors, subcontr.~c:o~. guests, invitec.s, and their respective 
suc=sors and assigns. E:~ch as.s ignc:: oi this A~ement, or an interest thcrc:in. agrees to be liable fe r, aoner.u.c, indemnify, defend and hold harmless the State of 
Texas and the owner of the soil , their officers, employees. and agents in the same m;anner provided above in COMection with the advities ofLcssc:e, its officer.>. 
e mp loyees, :111d agents as described above. E..XCEPT AS OTIIERWISE EXPRESSLY LIMITED HEREIN, ALL OF TIIE ]]'."DE:'riNITY OBLIGATIONS 
A.'ID\O R LIABILITIES ASSUMED UNDER THE TER.\15 O F TillS AGR.EEMEi'fT SHALL BE WITHOUT LIMITS A.""D WITHOUT REGARD T O 
TH:E CAUSE OR CAUSES THEREOF (EXCLli"DrNG PRE-EXISTING CO!'mmONS), STRlCT LIABILITY, OR TIIE NEGLIGE....,-CE OF A.'IY PARTY 
OR PARTIES (INCLUDING THE NEGLIGE:'-ICE OF TifE INDDfNlFIED PARTY), WHETHER SUCH ;"iEGLIGE:'-ICE BE SOLE, JOil'tT, 
CONCURRE:'fT, ACTIVE, O R PASSIVE. 



36. ENVIRONMENrAL HAZARDS. ~shall use the hi&hcst de p-ee o( c:an: ~d allrc::1SOaable safe pards to prevent contamination or polllltlo ~ · . 
any environmeuw mcdiwn. inc:ludinc soil. surbc:e wuezs, pounctwuu, sccfiments. and surfaa: or subsurb= stra12. ambic:Jt air or zny othc:r aMronmciU3J~~~c~ 0 

• 

in. on. or under, the leased premises. by my waste., polluwrt. or c:on121ninanL ~e shall not brine or pennjt to remain oo the leased premises :my asbestos lll1l 
c:cn~ninaawuiaJ.s. explosives. toxic~. or Sl.lbstmca reJU)aud as h.azardoiD wastes. ha:z:Jrdous materials. hazardous su~ (as lhe t.cnn ~ 
Substance,. ls defined in the Comprchcn.sive E.avironmcnw Response. Com~on =d Li.ahility Aa (CERCLA),. -42 U.S. C. Scctioa:s 960 l, ct seq.). or li:Jxie 
substanca under ;any (edcnl., scu, or loc:IJ lr.w or tqu!atioa \Hzz:lrdoiD MaurWs'"). except onfin.ary pn~duc:ts c:oawoaly used iD c:o~ with oil and ps 
exploruion w development opcr.Uions U~d nored in !be usual = and quantities. L.ESSEE'S VIOU TION OF THE FOREGOING PROBIBmoN 
SHALL CONSTITUrE A MA TElUAl. B.RL\01 AND DEFAULT HEREUND£.R AA"D LESSEE SHALL INDEMNIFY, HOLD HAR."tll.ESS A.."'D 
DEFEND THE STAn; OF TEXAS A.'iD TID: OWNER OF THE SOU. fROM A."'D AGAINST ANY CI..AL\-JS. DA.'\oUGES. JUDGMENTs., PE;I(AI. TIEs, 
LIABILITIES. A."'D COSTS (INC.UDING REASONABLE ATTOR."fEYS' FEES A.'iD COURT COSTS} CAUSED BY OR AR.LSING OUT OF (I) A 
VIOLATION OF Tln: FOREGOil'(G PROmBmON OR (D) THE PR.E.Sl:NO:. JU:I.E:ASE. OR DISPOSAL OF A."'N HAZARDOUS MA'll:lUAI.s ON.. 
tiNDER.. OR ABOUT TilE LEASED PRE."\iiSES DURING I..E.SSEE'S OCCUP A."iCY OR COl'ITROL OF THE LE.ASD> PRE. 'fUSES. U:.SSE.L SHALl. 
CLEAN UP, ROIOvt:. RE."rfE.DY A.'o"D RU AIR A.."iY SOU. OR GROUND WATER CONI'A.."taNA TION A.."iD DA."'AGE CAUSED BY THE 
PRE.SE."iCE OR RELEASE OF A."iY IIAZARDOUS MATERIAI-S IN, ON, UNDEll. OR ABOUT THE LEASED PRDllSES DURING U:.SSE.E>s 
OCCUP A. "iCY OF THE l..EA.SED l"RDCSES IN CONFOR.'tfA."iCE WITH TilE REQL'UU:.~ OF MPLICABLE U W. THIS 
INDE.'rfNIFtCATION A."4t> ASSUMl"TTON SHALL MPLY, BUT IS NOT LIMITED TO, L.IA.BII.JTY FOR RESl"'NSE ACTIONS UNDERTAKE:-t 
PURSUANT TO CE:RCLA OR ANY OTIIER ENVIRONM!:'ITAL LAW OR JU:GULH10N. LESSEE SHALL IM:\:IEDIATEL Y GIVE THE STAn: OF 
TEXAS AND THE OWNER OF TH:E son. WRII"rl:"( NOTICE OF ANY BREACH OR SUSPECTED BREACH OF" THIS PARAGRAPH. UPON 
L.EAR."ilNG OFTln: PR.ESL"iO:: OF ANY HAZARDOUS MATE.R.LUS. OR UPQN RECEIVING A NOTICE FROM A."N GOVER.~"TAL 
AGENCY PERTA1NING TO HAZARDOL'S MA TE.RLU..S WHICH MAY AFFECT THE LEASED PRE:'riiSES. THE OBUG.A TIONS OF U:SSil: 
HEREtiNl)£R SHAl.L St.i"RVIVl: THE :E:XJ>IRA TION OR E.AlU.lE.R T"Elt."tiiNATION. FOR ANY REASON, OF TiilS AGR.U..\1l:'IT. 

37. APPUCABLE LAW. This lease is issued lmdu lhe provisions ofT cas Nllll.lr3J R.csourc:s Code 52..171 throuch 52..190. c:oaunonly lcno"'!! u the 
Relinquishment A.a. md otha appli=le starutcs and =c!ments thc:m.o. and if any provision in this lc:ase docs DOt conform lD these SWI.Ite:s, the staruo::s ~~riU 
prevail over my oonc:onforminc l=sc provisioas. 

33. EXEctrnON. This oil md ps l=se must be signed md :acbow!cdiCd by the Lessee before it is filed o( m:ord in the county records and in the 
Gcncr:ll Lind Office of the State ofTe:us.. Once lhe ti.WJ& requirementS found in P:u-agr:1ph 39 of this l=se have be= satisfied. the effective d.3Le of this lease sh:all 
be the daLe found on J>aee l. · · 

39. LEASE FILING. Purs=nt to Clap~ 9 of the Te:us Business :md Cornme:n:: Code. this IQSe must be filed ofrcc:ord in the office of the County 
Clerlc in any county in whic:!l all oc 311Y pan of the lased premises is loctcd. :and c: :tiiied copies :hereof must be filed in the Genc;:U L.lnd Office . This I= is not 
effective until a ceni!ied c:opy o( this l=e (which ls made :and certified by the County Cle.ooi: from hls m:ords) is filed ia the Ge:lc;:U L.lnd Office in :ac::ord:lllc: with 
Tc.x:u NarurJJ Resourc::s Code 52.. 18J. Additionally, this lc:ue shall not be binding upon the St.:u.: unless it recites the a~al Jlld :rue consider:uion p3id or 'R:mise:i 
for cxc_..Jtion o( this lc:ISe. The boo us due the Sw.e and !he prescribed til in: fc-: shall :accomp:u1y sue!\ cc:rti.!ied c:opy to the Gcner.!l Land Office. 

&t£-;;&::s/)1 
LESSEE 
BY:. ______ ~C~l~a~v~J~o~h~n~s~o~n~--------

••• • • • ••• ~-------------~~-----------------. '7"'7 _o ~ •••• • • • . .. . OA~----~~~--~~~--~~~~----------------
• 

~9FTE'<AS 

B~l~L{)~~~_/ 
llteiv~dUIIy Jlld :u ;tgcnt for the Su.te ofT= 
CQa r~otte Walke r Fu r man , dealing 

D0¥4=u - ~ 7 - I 7 "j (--• . •••• 
• 

~~FTEXAS 

B Y: 
Indiv-:i-:-llu-al-:-:1:-y-an---:-d _as_Olg_:_n_t li:-o-r -:tb-e-:S:-ta-tc--o7f=T-cxas ________ _ 

D:~tc :. ________________________________ _ 

in her 

STATE OF TEXAS 

BY:·-~~~~--~~~--~~------• 
I.odividu.ally ;md as ;tgcnt for the Sc:ue ofT= SS# 

sole and separate property 
0~=------------------~--------------

STATE OF TEXAS 

BY:-:-:---:-:----:------:---:--::-~==--------­
lndividu.ally and as 3gcnt fo r the Su.te ofTex;u 

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

IF IT BEARS....,~ A CERnFIEO COPY 
•"" S£Ai. OF THE COUNTY Cl£AI( 

ATTEST /L) - Zt:; -fl 

@ 



STATE OF ____________________ ___ 
(CORPORATION ACXNOwt.EOGME:Nl) 

COUNTY OF ____________________ __ 

BEFORE ME. the 1111dempxd autborlcy, on this day personally appeared, ________________________________________ _ 

known ID me 10 be the penon whose ll3mC is subsc:ibed 10 lhc fu~&einl i.nstnuneDt. u . ____________________ --!or . .. :·· 

-;:-""7---------:---:-~-,---------------------------------------....,-.,.....-~-:--:-:--·~ ad:nowled&ed ID me thu be cxecutl:d the umc ·' 
for tbc purposes and c:oa.sidcntiOil ~ expressed. in lhc apacicy sta1e1:1. and as tbe act aDd cSecd of .s;a.id ccrporatica. · 

Given under my !wid md SC3.I of ot'fia: this lhe. ______ .day o( __________ __,· 19 ____ • 

Nocary Public in md for __________________ _ 

STATE OF ______________________ _ 
(CORPORA nON AClOlOWl.EDGMENT) 

COUNTY OF ____________________ _ 

BEFORE ME. the lmdcrsiped authority, OD tbis day pcsonally appc2Rd'--------------------------

lc:lown ID me to be tbc pa30a whose aamc is subsc:ibcd to tbe fcn:aoinl instnmlc:ztt, as. _____________________ .or 

Z::-7.:':-:-=---:---::-:---:--:---:-----:....,-~--"""7'--....,---:---:-----::-:---:--::--:~m. d acbowledged to me tb.a.t he executed rlle same 
for the J'lllpOSC3 31ld eon.sidcr.Woa tbcr:ia apn:ssed, in tbe capacity staied, and as rlle ;aa and c=:d o(.s;a.id corporation. 

Given under my hand m d suJ of offia: this tbe. _____ day oC __________ __. 19 ___ . 

STATE OF --rE:)CA-5 

COl iNTY OF G:::f--u r 

Not.:lry P..Jblic in and for __________ _ 

Be fo re me. the undersigned :wt.'loricy, OQ this day pcsonally :xppe:u-::d Char 1 ott e Wa 1 ke r Furrna n ' ••• 
dealing in her sole and separate property ,, • ;• 

known ID me to be the ;~ersons whose names are subscribed to the fore;oin, instrument. and aclclowledg:d to IDe tb.:u they executed the same for the ;:JIIlilAJ55ei111d 
c:on.sidcr.uion therein express.cd. : • • • • 

/7 hvo/.) 
STATEOF _______ ~-~~~----,-----

COU1'1TY OF _ _ m_i'_~-------

• 
•••• • • 

(1NDIY1DUAL ACiOiOWLEDGME'<'n • • • • 
• •••••• • • 

kno wn to me to be the persons whose names are subscribed to the fo~:;oing instrume:ll:. md aclc::owledg:d to me :hac :hc:y ac:cu~d :.he same: fo r the: purj)OSCS Jlld 
c:oruider.~tion therein expressed. 

Given under m y hand Jlld se:U ofoff!c:.: this tbc:. _ _ -'~;....:.....;;Cj _ __ day o ( ~ , 19_'j..:....>g.L----

~~ MONICA MARLOWE 
!~
0

r~*··"' < NOTARY PUBLIC '*I '*' . 'u:.,\ )."'} Stat(! of Te.xas 
~~~ Comm. Exp. 10-30:99 

7tii:Jc::::ffi£/l~ 
Ncury ?-.:blic in Jlld for ___ ~.;__~-------
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EXInBIT "A" 

A IT ACHED T O A.l"'<TI lv1ADE A PART OF THAT CERTAIN OIL Ai'1D GAS LEASE DATED JULY 
17, 1998, BY Al'fD BETWEEN CHARLOTIE WALKER FUR..vlA.i'i, DEALI:N'G IN HER SOLE AND 
SEPARATE PROPERTY, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING 80 
NET MINERAL ACRES, MORE OR LESS, ALL I:N' CULBERSO COUNTY, TEXAS. 

40. Notwithstanding anything to the contrary indicated in Paragraph Three (3) herein this Lease for 
a ll purposes shall be considered a fu lly Paid-Up Oil & Gas Lease. Said Delay Rentals have been paid in 
full with the Bo nus Consideration tendered herein. Delay Rental payment was based on a :S 1.00 per net 
mineral acre per year fo r Four (4) Years. Conclud ing 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 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 •virhin 180 days 
prior to the expiration of the primary term hereof, Lessee agrees to commence a continuous drilling 
program on said lands, or on lands pooled therewith, within 180 days after the end of the primary term 
hereof or within 180 days after the completion of drilling operations being conducted on said land, or 
lands pooled therewith. at th~ end of the primary term hereof, whichever is the later dare; and thereafter 
carry on the continuous drilljng program until all proration units have been drilled. allowing nor more 
than 180 days to elapse between the completion of one well and the commencement of the next 
succeeding well. Should Lessee fail to commence the continuous drilling program or subsequently default 
in the performance thereof, then in either event. this lease shall terminate as to all lands covered hereby, 
save and except for the proration units surrounding each well then producing, capable of producing or 
upon which operations are being conducted. The term "proration unit" as used in this paragraph means 
any acreage designated as a drilling unit or production unit in accordance wi th the rules of the Railroad 
Commission of the State ofTexa:... Further, the term "commencement" shall mean that point i11 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 fili ng the plugging report with the commission, if a dry hole. Notwithstandi ng the termination 
of this lease as to a po rtion 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 \Vith 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 so le liability o r penalty for the fail ure of Lessee to drill any well or 
wells required or permitted in this lease shall be the termination or partial termination of Lessee's rights 
under the lease as provided above . 

In conducting such continuous drilling program. Lessee shall be entitled to accumulate and later use time. 
if any, saved between wells, beginning with the second well under this continuous drilling program. If 
one well is commenced sooner than 180 days after the completion of the last preceding well. the portion 
of the prescribed 180 day period no t used may be carried forward and added to the period between 
subsequent we lls. 

A CERTIFIED COPY 
IF rT BEARS THE SEAL OF THE COUNTY ClEAI( 

ATTEST: //2 -~- f1'J' 
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TITAN RESOURCES, L.P. " 

. ACQU ISITI~~~~Jn~~~~§~JER O F THE GENERAL LAND OFFICE I 0/21 /98 

PARAGON #299:Lease Bonus 

••• • • • • •• 
•••• • • • •• • 
• 

• • S::Jlecking 
• • • •• • 
•• • 

;n-A~~ESOURCES, L.P. 

Lease Bonus 

Payment in full of I 12 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 07/ 17/98 from the State of Texas by Agent 
Charlotte Walker Furman. dealing in her sole & separate 
property. Lessor, in favor of Clay Johnson. Lessee. 
covering All of Sections 18. 19. 20 & 21, Block I 00, 
PSL Survey. Culberson County. Texas. 

99011690 

AOOUISITI~~ER OF THE GENERAL LAND OFFICE I 0/2 1/98 •••• 
• •••• '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 07117/98 from the State ofTexas by Agent 
Charlotte Walker Furman. dealing in her sole & separate 
property, Lessor, in favor of Clay Johnson. Lessee. 
covering All of Sections 18, 19. 20 & 21, Block I 00. 
PSL Survey, Culberson County, Texas. 

x...2, 160.00 

002700 
2.160.00 

2, 160.00 
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Ce.ucnl Lnd Omcc 
Rdluquisb111at Act Lusc Forua 
Rrnscd, Scprem~r 1997 

PAID UP 
On. AND CAS LEASE 

nns AGREEMENt' is made md czw:red intn this_lL___ciay of JUl:£ 19~ bctwec:ra the SI3Lc ofT~ ~~:tine by md throop its 
~~ Joe Montgomery Brooks, dearlng 1n his s ore-and separate property 
_________ ______ or fi~~~!s~d~gsa95~~A Sll i te 200 saidqCIIl 

(Give Pem13riCDt AddRss) • 
bc:rein referred to as the owner of !he soil (wbctbcr one or more), md. ___ CL-Jl~...<a'4!y:..........,oJ.T.s:.alJb:J.JJp~..::s:a.ao.tnL-------------

203 W· ''lc ll Su it<:> 800 of 
Mi dland T X 7°701 

(Give i>c:mr.mcnt Address) 

1. GRANTING CU.USE. For md in comidcratioa of the 31D0ua.t:s staled below md of me c:ovmmts and agreements ID be paid. ktpt 3lld pc:fol!lled by 
Lessee IIDdcr this lease, tbc SI3Lc ofTc::as x:ting by md throug.b the owner of the soil bc:rdry crams. lcues ~ lets 1mt0 Lcssc:c. fDr tbc ~lc 3lld only PlllpO:sc of 
prospcctin& :md dnl ling for -.d producla& oil and ps. layin1 pipe lines. buildin& tanks, SZDriag oil md ~ilcfin& power statioas. ldcpboa.e Imcs and ocher snuaun::s 
th=a. to produce, szvc, take: care of; creal md tnasport said produca of !he lease. the foUowin& laads situaed in Culberson Counry State 
ofTc:us, to-wir: S ' 

Block 100, Public School . Land urvey 

Section 18: All 
Section 19: All 
Section 20: All 
Section 21: All 

containin._c ._...;_2..._.,~5.w.~6.Jo.O'--- eacs, mon: or- less. The bonus considcr:Won paid for this I= is 3S follows: 

To the State of Tcx.:xs: Four Thousand Three Hundred Twenty and No/100------
Ooll-= (S d , 3 ? 0 00 ) 

To the o~cr of the soil: F 0 U r Thousand Three Hund r ed Twenty and N0/100----- -

Oolla%3 (S ~l. 320 I QQ ) 

••• • • • • •• 
Tow bonus considcr.l.tion: Eight Thousand Six Hund red Forty and No/ 100----- -

0oli:JTS (S 8 I ) 

~i !,~ bonus considera.tioa paid repr=ts 3 bc:lous of.-:=---"t:F~l,...· _f
7
tny...---_f_o_u_r_a-:-n_d __ N_0_/_1-,0n0~-,-_-_-_-_-_-_-_-_-_-_-_-_-_-_-­

_______________ Dollars (S. __ ....:S::..4~·~Q::...:Q~----') per=, OD .....,.::l~b:....:U:::........-'nct a.c:n:s.. 

• • :: •: 2. ~\-l. Subj«:t tD the other provisions in this I~. this lczc sh311 be fo r 3. :erm of Fj ve ( 5) y ears from this cble 
(h~in C3lled "primary term} and as long thcrnfter as oil and g:~.S. or either of them, is produced in paying quantities from said land. 
As•&cd:O this 1=. the !CTD •produced in pzying quantities• mc:ms tb.at the rc~ipts from the sale or other mthorized comme:rc:U1 u.sc of the subst.lnce(s) c:QVc:r:d 
cx!c:cd"~ut of pocket opentional apcnses fcc the six months last past. 

*See· xhibit "A" attached for Pd- Up Delay rental Provision as shovn in Paragraph4( . . . 

in the ownaship of 
1CE OF TiiE ST A 1E OF 

COve::' the privilege of deicning 

In a like manner and upon like • c.s or t.enden annually, the commcnc:mcnt of l well may be !Wthc: defe rred fo r suc:::ssive · ds of one (I) ye:ll ~d durin: 
the: primary term. All u or te:1o:!e~ of renuJ to the ownc: of the soil may be made by ~cdc or sig.'tt dr.1ft of Lessee, or any a.ssignc_ this le:I.Se, and may _be 
delivered on or the renw paying da1c. If the bank design:u.ed in this paragraph (or hs succ::.uor ba.nlc) should ce:lSe to exist, suspend busin iquid.ue. fad or 

e by another banlc, or for 31\Y =on fail or refuse to ~c:;ept renuJ. Lessee slull aot be held in default fo r failure to malce such payments or t.e of 
untilthi · · 



. 4. . . PRODUCTION ROYAL TIES. Upon production of oil andloc p.s. Les.sce ap-c.Q to pay or cause to be paid one-h.alf (112) of the royalty 
provt~ed for Ul this leau to the Corrun.is:sioner of the GcncraJ Land Office of the State of Texas, a.t Austin. Texas. and one-balf (112) ofru~ royalty to the owner of 
the sot!: 

(A) OlL Royalty payable oo oil, whic..'l i5 defined as inclwlin& all hydrocarbons produced in a liquid form at the mouth of the well and also as all 
condensau:, distillate, and other Liquid bydrocarboos recovered from oil or &as run tbrou&h a sepatator or other equipment, as b.ercinaft.et provided, shall be 

3/1 6 part oftbc gross prodlJction or the IDalXet value tbaco~ u the option of the own.er of the soil or the U:lmmwioner of the 
General Land Office, su~ value to be dctcrm.incd by 1) the highest posted price., plus p=njum. if any, offered or paid for oil, c:ondensuc. distillate, or other liquid 
hydroc3tixms, rcspectivdy, of a like type md vzvity in the smaa.l aru wb.cre produced and wb.en run, or 2) the hi &}lest lll3IXet price thereof offered or paid in the 
general area w~ produced and when nm, or 3) the gross procc:eUs of the sale thcreo~ wb.ic:hevet i5 the greater. Lcssc: agr= that before any ps produced from the 
l=d pre1Jl.ise3 i5 sold, used or proa:s:scd in a plant, it will be run free of cost to the royalty owners through an adeq~ oil md gas ScparalOr of conventional type. or 
othc:;- equipment at least as efficient, so that all liquid hydrocatboas rccovenble from the ps by su~ mc.ms will be rccovued. The requirement that such ps be run 
through a scpan.tor or other equipment may be waived in writing by the royalty ownct3 apon suQ terms and c:oodition.s as they prescribe. 

(B) NON PROCESSED GAS. Royalty oa any ps [Uicluding fiated g3S). wbicll i5 defined as all hydrocarbons and ,aseous substances aot defiDed 
as oil in subpa.t3i12Ph (A) above,~ from any well on said land (except as provided bc::ein with respect tops processed in a plant foc the extraction of 
&~line, liquid bydrocarbon.s or other products) slWI be 3/1 6 part of the gross production or the raarl:ct value thcreot at the option of !be 
owner of the soil Of" the U:lmmissioner of the General Land Office. such value to be based on the b.i&}lest mart:t price paid Of offered fer :as of comparable qaality ia 
the gencnl area wbere produced a~~d when run, or the gross price paid or offered to the produ=, whichever i5 the gn:ar.er; provided that the maximwa ~ base 
in m~g the gas under this lease lhall not at my time =d 14.65 pounds per square inch absolute. and lbc standard base: ll:mpet311111: sball be sixty (60) 
degrcc3 Fahrenheit. ~on to be made for pressure a.ceorcfing to Boyle's uw, and for specific vzvity according to tests ma.dc by the Balance Method or by 111c 
most approved method oftcstin& being used by tbc industty u the time of testing. . · 

(C) PROCESSED GAS. RDyalty on any gas prcx:=d in a gasoline plant or other plant for the recovery of gasoline or other liquid !Jy~ 
shall be 3 I 16 part of :he residue gas and the liquid llydroc:lrbons cxt:r"lW~ or the rnarlcct roue thcreo~ at the option of the 
owner of the soil or the U:lmmissioner of the Gcncal Land Offic;. All royaltic:s due herein sball be based on one hundred pc=t (1 00%) of the total plant 
production ofn:sidue gas attributable tops produced from th.is lease, and on fLfty p=nt (SO•Io).. or that percent accruing to L=ee., whic..ltcver is the grc:a%cr, of the 
tot:ll plant production of liquid ltydrocutxms li!ributable to the gas produced from thu IC3Se; provided thai if liquid l"rydro<=botU an: recovered from gas proc=ed 
in a plant in which L=~ (or its Parent. subsidiOll)' or lffiliate) owns an intereSt, thea the pc:rccatage applic::lble to liquid hydroC3tlxlns sball be fifty per=t (S<J-Io) or 
the highc:st percent accruing to a third party proc=ing gas through suc..'l plant ander a pro=sing agreement negotiated at ann's length (or if there is no such third 
party, the highest pac:ent then being speciflcd in processing agreements or con~..s in the industry), whichever is the grc:ua. Tbe I"CSl'ective royaltic:s on rc.sidue gas 
and oo liquid hydroc:ubons shall be det.crmined by l) the highest marlc=t price paid or offe.~d fo r any gas (or liquid hydroc:ubotU) of CQmparable qu:Uity in the 
general area. or 2) the puss price paid or offrn:d for such residue gas (or the weighted ilV<=ge gross selling pric:: fo r the n::spee'..ive gndes ofliquid hydro<::ubons), 
whic..'lcver is the gre:u.er. In no event, however, shall the royaltie3 payable under this par:1gr.1ph be IC3S than the royaltic:s whic..'1 would have been due had the gas not 
been processed. 

(D) OTiiER ?ROD UCTS. RDyalty on c;uboo black, sulphur or any other produQ produced or manufac=d from ga.s (exc:pting liquid hydroc:ubotU) 
whether said gas be "c:J.Singhe:l.d, • "dry, • Of any other gas, by fractiooating. burning or any other pro=sing shall be . 3 /1 6 part of !be 
p-oss production of such products, or the :narket roue thereof; u the option of the owner of the soil or the Commissioner of the General Land Office, ruc!l marlcct 
v3.1 ue to be determined 3S follows: I) on the basu of the llighe3t market pri~ of e:u:!t pro due:: for !be same month in which such product is produc:d., or 2) on the 
basis of the aver:~ge gross sale pric: o f c:~c..'l product fo r the same month in wbich ru~ products an: produce~ whi~ever i5 the gre:u.er. • • • 

• • • •• • 
S. MINIMUM ROYAL IT. During any year after the expiration of the primary tam of this lease , if this lease is mainuined ~Y production, the IQ~ 

paid under this leau in no event sh.all be Jess than an amount equal to the total annual delay rentalllcrein provide~ otherwise. there sllall be due and pay~e 8; pt' 
before the last day of the month succeeding the annivcrsary date of thi5 I case a swn equal to the total annual rcnllll less the amount of royaltie3 paid durini the • 
pre~ding ye3t. If i':tngr.1ph J of this I case does not s-pc::fy a de lay rental amount, then fur the purposes of thu pang:r.1ph., the delay rental amount shall be .,~~ • 
dollar (Sl.OO) per ac.."e. ! • • • • 

6. ROYAL IT IN KIND. Notwithstanding lOY other prov ision in this I case, a.t any time or from time to time. the owner of the soil or the Co~islrofl;r 
of the General Land Office may, a.t the option o f either, upon not less th3ll sixty (60) days notice to the holder of the lease, require that the payment of any•rt,yal!les_ 
3c:::uing to such royalty owner under thu !case be made in kind. The owna of the soil's or the U:lmrnissioner of the Gener:lll...:Jnd Offi~·s right to talte its ro~ty U1 

l&ld sh.all not diminish or negate !be own.cr of the soil's or the Commissioner o f the General Lmd Offi~'s rights or Lessee's obligations. whether express ifi!J11lti;d. 
under this lease. • • • • 

• 
7. NO DEDUCTIONS. ~ agrec:s !bat JJI royaltie3 3.Cauing under this 1= (including those paid in kind) shall be without de duction forfh~·c:O:c•of 

producing, gathering, storing. separ.lling. tn::u.ing. de.ltydraring, compressing, processing, transporting, and otherwise malcing the oil, gas and other products · 
hcr:under rc::ldy for sale or usc. ~ ~ tO compute and pay royaltic:s on the gross value received, including any reim burse.-nents for scvennc:: t3XC:S and 
production rela!ed costs. 

8. PL-\NT FUEL AND RECYCLED GAS. No royalty sh3.11 be payable on any gas as may reprc:scnt this !case's proportionate share o f any fuel used to . 
process ga.s produced hereunder in any processing plant. Nocwithstallding any other provision of this le3Se, and subject to the written conse nt o f the owncr ofth~ soal 
3lld the Commissioner o f the General Lmd Office, Lcsse: rruy recycle gas for gas lift purposes on the leased pr-.:mises or fo r injection into any oil or gii.S producang 
formation underlying the le3Se:i premisc:s mer the liquid hydrocarbons contained in the gas have be:n removed; no royaltie3 shall be payable on the recycled gas 
until it is produced and sold or used by L:s.see in a manner which entitlC3 the royalty ownen to a royalty under thi5 le:J.Se. 

9. ROYALTY PA ~IS AND REPORTS. All royalties not talt:n in kind shall be paid to the Commi.ssioner of the General Lmd Office at Austin, 
Texas, in the following manner: 

P1ymcnt o f royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty_on oil is due 
and must be rec:ived in the Gcnc::r.U Land Office on or before the 5 th day of the second month succ..--eding the month of production. and royalty on gas as due. an~th 
mwt be received in the General Ulld Office on or before the 15th day of the second month succeeding the month of production, ac.companied by the lffi~:~vlt ~- e f 
owner m311a.ger o r other authorized agent, comple ted in the form and manner prescribed by the Gcner:ll l..:lnd Office :llld showing the gross amount and dasp~sttJ~~ 0 

all oil,and gas produc:d 3lld the market value of the oil and gas. tog::thcr with a copy of all documents, records or reports confirming the gross production. daspOSIUOn 



and marlcet value includ.ing gas me~ rn.dinp. pipel ine recciplS, ga.s line receipts and other c.btcl::s or rncmoraacb of amount produced and put into pipelines,~ 
or poob md ga.s lines or ps stora&c, and any otha reports or~ which the Gc:ncnll.aD.d Offio: ID.iiY require to verify tbc p'OS3 production. disposition ~nd 

' marlcet value. In all cases the authority of a IDmq'eT or aacnt to act for the Lessee bcrcin au.r.st be filed in tbc GcDcral Land Ot'fic::c. Eadl royalty P&)'l'llcnt shall be 
accompanied by a theci: stub, schedule, S\ln1IIWy or ocher rc:mittmcc advice sbowi.ac by t.bc assipc:d Gcncrall..md Office lease number the amowu of ~ty be" 
paid on each le~ llL.cuce pa~ his royalty oo or before thirty (30) cays aft.cr the royalty ~was clue, tbc:D I..cs:s« awa a penalty of .5% on the royalty~ 1111 

S2.5 .00, whichever is p-eater. A royalty pll)'tnCDlwhicb is over thirty (30) days laLc sh&ll acauc apaulty of to-~ of the royalty d~ ~ $25.00 w~is ~­
In addition to a penalty, royalties sJWI xaue intc:re:st 31 a r21e of~~~ per yeu; .scc:h inll:l'est will bqiD ac:auin& wbc:n the royally ts swy (60) days overdue. 
AffidavitS a.od supporting doc:umcnts which arc not tiled when due shall incur a pcn.alty in m amoaut set by tbe Gcnaal l..Mid Ofliec &dministntivc rule which is 
etfec:tivc on the <WI: when the affilbvits or supporting documents~ due.. The Lc:sscc siWI bc:3r all responsibility for paying or causing royalties to be paid as 
prc.saibed by the due dare provided ba-ein.. Paymcm of tbe deJioqce=y pc:nalty shall in oo wzy opct"3%C to prohibit the State's. ri~ of forfeiture as provided by~ 
nor act to postpone tbc due oo which royalties were ori(iulty due. 1'bc above pcn.alty provisions .shall aot apply in ascs of ode dispute as to the State's ponioa of 
the roy:Liry or to that portion of tbe royalty in dispute as to f.a.ir marla:t value. 

10. (A) RESERVES, CO?-ITR.Acrs A.'ID DniER RECORDS. Lessee: shall amm.ally ftmli.sh tbc Commissioner of the Gcncra1 Land Office with 
its best possible cstiJJwe of oiJ md gas reserves 1111dcrlyin& this lease oc al.loc::able to this lease and shall furu.ish said Commissioner with copies of all contnas lllldcr 
which psis sold~ proccs.scd and all subsequent~ md amendmentS to such coaux:s wi1hin thirty (30) d:a~ adc:r entering into oc malting such COIIrncts, 

a&J"Ccrncnts or amendments. Sucll contn~;a md ~ when =ivcd by tbe General Land otficc shall be bcld iD confidence by the Gc:ncra1 Und 0~ ~ 
ochcrwisc authoriud by Les.sc:. All other conttaa:s =d =rd.s pc:rUininc to tbc production. 1nn:sp0rtuion, .sale md !l111Zk:cting of the oil md ps produc;e4 OQ said 
prcmi..scs. including the booi:s md ~Wits, r=:ipts a.od di.scJlar&'cs o{ all wefl.s. tanJa, pools, IDdal, md pipelines sh.aJl Ill all times be .subje~:t ID inspectioo ~ 
c=uninalion by the Comrois3ic:incr of the G-eneral Ulld Office, tbe Attorney Gcncnl, the Govcmcr, or the rcprcscnwivc of any of tbem. 

(B) PER.\QTS, DRILLING RECORDS. Wriac:n oodce o f all operations oa this lease sh&ll be submitted 1D die Commissioner of the G:ncral 
l.."lnd Otflce by L=cc or opcr.110r five (5) ctzy, before spad cW.c, wori:ovcr, rc-<nlr)'. temporary abandonment or piUJ and abandonment of my weD or wells. Sw:b 
wriacn notice to the Gcncra1 Land Office shall include c:opies ofR.Uiroa.d Commission fonns fur appliccioo ID drilL Copies of well tcsts, c:ompletioo rcporu 3lld 
plugsing reports shall be supplied to the Gcncr:LI L=d Office at the time they an: filed with the Tc::as R.ailroa.d Commissio11. All applic:ation.s, permits, reports or 
ocher filinp that n:fuenc::e this lease or my specific wen on the leased premises and tha1 arc submitted to the Tc:x:a.s R.Ulroa.d Commission or my other govemmcnQJ 
a&ency shall include the word "Stuc" in the title. A.ddition:LIIy. i.n ac:cordance with Railroad Coaunissioo rulc.s. any si~ on tbe !cased premises for the purpose of 
idcntifyin& wells, l2a.lc baacrics or other a.s.socialcd improvements to the Lmd must also include the word •sw:c. • Lessee shall supply tbc Gcncr.U Lmd Office wiJ;b 

any records. rocmora.nda, KCOunlS, reports. c:uaings and cores. or other information relative to the opcrati011 of the ~aibed prcmiscs. which ID.iiY be 
requested by the Gc:ncral L3nd Offic;c, in addition to tbosc bcrl:in c:xprc:ssly provided for. Lcsscc shall lave m cledric::ll mdlor ~activity SUCVf:'/ made oalhc 
bo re-hole section, from the base of tbc surface casing to the toW dcpch of well. of all wcJI.s drilled on the above descr-ibed premises a.od shall tnnsmit a tn1c copy of 
the log of c::K:h sw-vcy on c::teh well to the Gcncr:LI L3nd Office within fifteen (15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall incur a pc%Wty wlu:nc:vcr reports, dcxumc:nu or otber ma.o:rial.s arc not filed in the General Lmd Office when 
due. The: pcn:Liry for late flling shall be set by the Gencr:LI Land Office a.dm.ini.strative rule whic:b is effective on the date when the materials were due in the Gcner:LI 
l..lnd Office:. 

II . DRY HOLE/CESSATION OF PRODUCTION DURJNG PRL'vtARY TER.'vl. If. during the: primary tcm1 h=f and prior to discovery and produaion 
of oil or gas on s3id land. ~ should drill a dry hole or holes thereon. or if during the: prim:lry tcm1 hereof and afta the di.scove.ry a.od aauaJ production of oil or 
gas from the leased premises suc:h produc:tioo thc..~fshould ~asc from 311Y C3USC. this I= shall!)()( tennina.tc ifoo or Wore the cxpint.ion of sixty (60) days from 
date of completion of said dry hole or cessation of production L..cssce commences additional drilling or reworlci.og opc:r.Wons thc.--c:on. or pays or tc~dcrs the: nc:ct 
~u~ gelay rentll in the same manner as provided in this lca.sc. I( during the last ycz of the primary term or within sixty (60) days prior thereto, a dty hole be 
CIMl,le~ and abandoned, or the prodw:tion of o il or p.s should = for any c::1usc, U:ssec's rightS shall remain in fUJ I fon:= md cffea without funher opcnrions 
until the expiration of the primary tum; and ifLcs:see has not rcsu.mcd production in pzying quantities 011 tbe expiration of the primary term, Lcsscc rmy nuintain tbis 
le.tc•"i '!'nductinc J.dditional drilling or I"C'NOricing opcr.uion.s pursuant to P:u-agr:1pb 13, using the expiration of the primary t.c:rm :as the date of cessation of 
proMction undc:r P3r.~gnph 13. Should the fint well or lUI}' subsequent well drilled on the Jbove described land be completed as a shut-in oil or gas well within tbc: 
primlry term hereof; Lc.s.sc:e may resume payment of the mnual renul in the same mannc:r as provided herein on 01 before the rent:LI paying date following the 
~MOe!~ of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the fallun: to make .suc:!l p~Cllt, this l=e shall ipso facto 
te~lflate~ lf ill the c:xpir.uion of the primary t.crm or any time tha=ftc:r a shut-in oil or gas well is located on the lc:I.SCd premises, paymentS may be ma.de i.o 
ac~i'l~ with lbc: shut-in provisions hcrcot: 

• •• 
• 12. DRn..L.ING AND REWOR!<.ING AT EXPrRATION OF PRL'vtARY TE.~\-l If. 31 the cxpintion of the primary term. neither oil nor gas is being 

produult in said l;vui, but Lessee is then engaged in drilling or rcworicing opcntions thereon. this le= shall =.ain in fore: so long as opc:ntions on said well ~r for 
driflin&-or reworting of:111y a.dditional well are proscc-Jted in good faith :111d in-wori:rnanlilce =crwithout int.cmzption.s touling more: than sixty (60) d3ys dunng 
any one sut.h oper:lrion.. and if they result in the production of oil ;md/or gas. so long thereafter as oil and/or gu is produc..-d in paying quantities from said land. or 
paMUt ~shut-in oil or gas well roy:Lities or compensatOry royalties is made as provided in this IC3Sc:. 

13. CESSATION. DRll.LING. A.'ID REWORKING. If. il.ftcr the cxpint.ion of the prima:y term, produc:tion of oil or~ from the lcasc:d premises. aftu 
one; obwnc:d, should c:ase ~m my cause. this leoa.se shall not tc:min.uc i!Lcssc-e commences additional drilling or n:worlcing opc:ntion.s within sixty (60) days 
after such ecss:~tion, md this lc:asc shall remain in full force a.od effect for so long as such opcr31ion.s continue: in good faith and in woricman.li.k: manner without 
intem~ption.s totaling mon: than sixty (60) days. lf sue!! drilling or reworking opcr.l1ions result in tbe production of oil or g::IS. the: IC3Se sh:LII ~main in full fort: :Uid 
effect for so long as oil or gas is produ~d from the leased prc.-nise.s in paying quantities or p~ymcnt of shut-in oil or gu well royalties or payment of eompc:~:uory 
royal tiel is made as provided hc:~in or as provided by law. If the drilling or reworicing opc:r.u.ions result in the completion ofil well as a dry hole, the lc:::LS_e Will not 
tennin:ue if the L:sse:: commences additional drilling or reworking operations within sixty (60) days after the completion of the well as il dry hole, and thiS le:ue 
sh:LI I remain in effect so long as Lasc:c: CQntinues drilling or reworking o per.uions in good faith and in a workmanlike manner without intem~ptions tot.Jling more 
than sixty (60) days.. Lessee shall give wriaen noti~ to the Genenll..lnd Offi~ within thirty (30) dzys of3Dy cessation of production. 

14. SHUT-rN ROYAL TIES. For pUllJOSes of this pilr.lgl"aph. "well" me:lllS 31\Y well that bas be:n assigned il we !I number by the: state: agc:nc:y havi~g 
jurisdiction over the production of oil and gas. If. a1 any time: after the expint.ion of the primary tc:m of~ !cue that. until being shut in. was being maintained~ 
for~ and effect,~ well c:~pa.ble of producing oil or gas in paying quantitie3 is la<:a~A:d on the leJ.Sc:d premises, but oil o r gas is not being produ~d for l:~ck ofsuatablc 
production facil ities or lack of a suitable marlcet. then Lessee may pay as a shut-in oil or gas roy:llty m Jlllount cqu:l.l to double the ;a.nnu ntal rovided in the 
lease, but not lesl than Sl,lOO 3 ye'J/ for e:~ch well c:~pable of producing o il or gas in paying qu3Dtitics. lfP:=gr3ph =\p>~_~FI!~ . ~ E c~ll rcnt.:ll 
'J/Tlount. then for the purposes of this par.~v;aph. the dcl3y n:nul 'J/Tlount sh:LII be one dollar (S I.OO) per acre. To be effMf ~ each an g alty 

·. 



must be p&id on or be fore: ( 1) the expintioo of the primary term. (2) 60 days att.er tbc l.csKc ceases tD produ.:e oil or gas from the leased prc:misQ. or (J) 60 days 
a&r Lessee ~~plctes a drilHng Of~~ opention in acc.onbnce with the lease provisioas; whichever date is latest. Such payment shall be rtWie oae-half(l/2) 
to the C~mmwaoncr of the General Lmd Office and one-balf(l/2) to the owner of the soil If the shut-ill oil or gas roy3lty is p&id. the !cue shall be considered to be 
a producangluse and the payment sba1.l extend the tmn of the lease for a period oCoee year from tbc end of the primary tc:rm.. or !rom the tim day of !be month . 
following the month in which production cased. md, attcr that, ilno suitable production facilities or suitable marlcct t'ot the oil or gas exists, Leuc-c may extend the · 
lease for four more successive periods of one (1) rae by payinc !be same amount uch year oo oc befoR the cxpintioll of each shut-in year. 

• . 15. '70MPEN~ TORY ROYAL TIES. I.t durin& the period the lease is lo:pt in dfec:t by payment of the shut-.in oil or ps royal~, oil or ps is sold and . 
dehv~d ~ pa~c q~twes !rom a well locaLed within ooc: lhousaDd (1,000) t=t o(lbc leased pr-emilcs md ~pl~d ID !be same producmg rcsavoir, or ill my . ·. 
c:uc Ill wha~ dninace IS occutrinc, tbe ri&,ht tD eolltinue to maintain the (QSC by~~ the shut-ill oil or ps royalty shall =sc, but the lease shall remain effective. · . . 
for the renwnder oftbe year fur which !be royalty bas been paid. The Lessee mzy maintai.D tbe !use for !our men: suc=ivc ye::~n by Lessee paying~ · 
royalty _u lbe ~y~ty raLe provided in tbc IQSC of lbe J:DMlcct value of production fi'om the weD c:ausiDc the ~ or which is completed in the same produc:inc 
~ervoat and wathllt one thousand (1,000) fe:t of the leased premises. The eompensnory royalty is lD be p&id moodily, ooc:-balf(l/2) to the Commissioner of the 
General Land Office and one-half (112) lD the owner of the soil, bqinning Oil or before the last day of the month foUowicc lbe monlh in which the oil or :as is 
produced !rom tbc well causing the c1raiaace or thai is completrd in the lmlC producing reservoir md loc::md within 011e dloasand (l.ClOO) feet ol the leased llfCDises. 
If the compensalOl)' royalty paid in arsy 12-month period is ill m amount ICS3 tb.m !be ann!W slutt-in oil or ps royalty, Lessee siWJ ~ m amouat equal to the 
diff~ncc wi'!'in thUty {30) days !rom !be end of the 12-montb period. Co mpc::n.WOry royalty paymcms which are DOC timely p&id will 3CC'lle penalty and ill- iD 
ac~rdanee wath P~b 9 of this lease. Nooe of these provisions will relieve Lessee of the obliprioa ofn::JSOnablc development oor the obliption to drill olfsct 
wells as provided in Tc::as N a.rural ~Code 52..173; bo'N'CYct, Jl the deta::nnin.uiOQ oftbc Commissioner, and wilh the Commissioners written approval, !he 
payment of compensatory royalties em saCsfy the obliption tc drill offset wells. . . 

16. RETAINED ACREAGE.. Notwithstanding my pi"OTis:ion of this lease to the co=-ary, a&: a well producin! or capable of producing oil or ps 11zs 
be:n ~mpleted on the lc;sscd premises, Lessee s.IWI exercise the cfiliga~cc of a reasonably prudent operucr in drilling such additional well or 'M:lls as may be 
reasonably nec:esury for the proper dcvelcpmcnt o{ the l=d premises and in m.a:rUting the produaion thereon. 

(A) VERTICAL In the event :his lc:asc is in !"ore: and etr~ two (2) ye:us a.ftct th-e e::q:-iratioa date of the primary or cx=ded term it s.IWI then tl:nninaD: 
:u to all of the leased premises, EXCEPT (1) 40 3C1:S surrounding cxb oil well c:apable of produ.c:.Cg in ~! quantities and 320 = sun-oundin& cxh ps well 
capable of produciDs in payins quantities (mcluding1 shut-iD oil or 'liS well as provided in Pangnph 14 bcrcot), or a wdl upon which Lessee is then engaged in 
continuous drilling or reworicing opcntions, or (2) the number of acres included iD a producing ?O<Jied unit pursuant to Tc:::as Natural Resources Code 52..151-
52.153, or (J) suc."' gr-e:w:r or lesser number of aac:s as may then be allocated for produc;tion purposes tD a proration unit for c:u:h such produc:iDg well under the rules 
and regulations oftbc Railroad Commission of Texas, or 3rr'f S\W"..essor 3-gcncy, or other governmental a.uthority havingjurisdic:tioa.. If at any time after the dfectivc 
date of the partial termination provisions bcTeof; the applie3ble field rules are c:."'angcd or the w.::U or wells l=d th=a ~reclassified so thal lc:ss acreage is 
tbcn:3fta alloc:ated to sajd w.::ll or wells for production puq10se.s. this lc:ze shall thereupon t.cmUn:uc as lD all ~e nee thcr=fter allocated to ~dwell or wells for 
production purposes. Notwithstanding the tmnination oftbis le3Se u to~ portion of the lands covered hc:rcby. l.csse: shall nevertheless continue to have the right of 
ingrc:s3 to and egress fi'om the lands nill subjca to Ibis le:ue for all pwposc:s described iD Par:agr:lph 1 hereof; together with easements and rights-of-way for existing 
roads. existing pipelines and other existing facilities on, over :1nd across alllbe l:u:~ds desc:ibc:d iD P~ph I hereof(·thc retained lands"), fo r a~:ccss to and from the 
n:uincd lands and for Lhe g:uhering or tr.msport:Won of oil, gas and other minc:r:als produc:d from the retained lands. 

(B) HORlZONT AL In lbe cv=c this lease :S ill forc:c and effect two (2) y=n a&r the expiration dale of the primary or ext-~ded term it shall further 
te:-minate as to all depths below I 00 feet below the total depth drilled (bcreina&:r •deeper depths") ill ex."' well loc:ucd Oil :ac::=ge retained in Par.Jv;tph 16 (Al 
a.t:ove, Wiles$ on or before two (2) years ilfter the primazy or extended tz:nn L= pa)'3 an amount equal to one-half (112) of the bonus originally paid 3S • • • • • • 

consideration for this lc:ISe (as specified ou page I hereof). If sue:."' l!Tiount is p&id. Ibis lc:asc slull be in fo rc:c and eir= as tc such deeper de;nhs. and said • • • 
termination shall be delayed for an additional period of two (2) ye:llS :s.od so ton, there~ as oil or gas is produc:d in paying quantities from such deeper~~ • • 
cov~d by Ibis 1=. • • • 

• 
(q IDENTIFlCA TION AND FTL!NG. The surface aacage retained hereunder as to C3Ch well shall, as nc:!rly as practical. be in the form of a s~<Mih 

the wellloC31ed in the center thereof; or such other s.iapc as may be approved by the Commissioner of the General L3nd Offic.:.. Within thirty (30) d3ys aft« p;.J 
~=ination of this lease :u provided bere:O. Las= shall ex:c-.1te and rec:ord 1 release or relcases containing 1 satisfac-.ory lepl descriptio a of the aacge :md/o~ • 
de;:Jths not reuine:i hereunder. The re~rC.ed release. or 1 c:rtified copy of s:ame. shall be filed in the Gcncr.U Land Offic.:.. a.c=mpani~ by the 51 inc fee p~b4d" 
by the Gener:U Land Office rules in eiree1 oo the 61c the release is filed. If Las= fails or refuses to o:cc:ute :and record suc!l relc:ase or relc:LSCS within ninety (~) 
days after being requested tD do so by the C-==U Land Offic.:.. eben the Corrunissioner :at his sole disc::--etion may designate by wria:n instrument the ~~r 
dc;Jths to be released hereunder 3lld record suc."' insuumcnt 31 ~·s apcnsc in the county or counties where the lease is loc::ltcd and in the official ruo~IJI~• 
General Land Offic: 3lld such designation shall be binding upon L=: for all putpQses. • 

•••••• • • 
17. OFFSET WELLS. Neithc:- the bonus. delay re:~ta!s. nor royalties paid, or to be paid, under this lc:ase shall relieve Las= of his obliption to proteCt 

the oil and g:u under the abovc-descnbed land from be:ng dnined. L=:, sublessee. rec:ivcr or other agent in ~rurol of the le:ased premises shall drill as many 
wells :lS the f:~cu m1y justify 31'1d shall usc :~ppropriatc me:ans 3Dd drill to a depth oee:ss11)" to pn:ve:u undue dr.linage of oil 31'1d g:u fi'om the IC3Sed premises. In 
addition. if oil and/or gas should be produe:d in ~mmero;ial quantities within I ,000 feet of th.c: !~cd premises, or in any = when: the le:ucd premises is being 
drained by productioo of oil or g:u. the L::ssce, sublc:sse:, rec:iver or oth.c:r 3gent in control oflbe le:ued premises shall in good f:lith begin the drilling of a well or. 
wel ls upon the lc::1Sed premises within 100 days 3fter the dnining well or wells or the well or wells ~mpleted wilbin 1,000 feet of the leased premise!~ start producmg 
in c:Jmmero;ial qu:mtities and sh:lll prosec:ne sue!'! drilling with diligc:~c:. F:1ilun: to s1tisfy lbc st:UUtOry offset obligation may subject this le:ue and the owncroftbc 
soil 's 1gcncy rights to forfe iture. Only upoo the determination oflbe Commissioner of the Gcne-nl L3nd Office and with his wriacn :approval may the payment of 
compensatory roy:llty under applic1ble sl:lrutory par.une:.ers satisfy tbe oblig:uion to drill m offset well or wells required Wlder this pangnph. 

18. FO RCE MAJEURE. If. all:: a good faith ~irort. L:$.5ce is prevented from complying with any express or implied ~ve:tant of this le:uc. from 
conduc:ing drilling o pcr.uions on the le:ased premises, or from i'rodueing oil or gas from the le:ued prcm~s by reason ofw:u, rebellion, riots, strikes, ;u::.s of God. 0~ 
any valid order. rule or n:gul:ation of gove=e:tt 1uthority, eben while so prevented. Lessee's oblig:ation to comply wilb such coven31'1C sh:all be suspended ll!d Lesse. 
shal l not be liable for damages for failure to comply wilb such ~ver.ants; additionally, Ibis lease shall be extended while ~sse: is prevented. by any such c:tuse, 
irom conducting drilling and reworking operations or from producing oil or g3.S from the lc3.Scd premise!~. However, nothing in Ibis paragr.1ph shall suspc~d the .

1 
payment of delay rentals in order to mainuin this (e3.Se in effe;t during the primary tc.rm in lbe abse:tc:c of such drilling or reworking operations or producuoo of 

01 

or glS~ 



19. WARRANTY CLAUSE. The owner of the soil w.vnnts and agrees 10 defend title to the leased pmniscs. If the owner of the soil defaults in 
paymcnu owed on_thc leased prc:miscs, thea Lcslcc auy redeem the rights oftbc owner of the soil in lhc ~d premises by pay ins any mortpgc. tzxa or other fi 
on the leased premiSeS. If ~ee m.alca paymcnu oo behalf of the owner of the soil under this pan.graph, Lcs.sec m.ty recova the cost of these parracnu fro!ll rbc IUU 
rental and ro~tia due the owna oftbc soil. 

. 20. (A) PROPORTIONATE REDUCTION CUUSE. If the owner of the soil owns less thm tbc entire undivided surfx.c c:st3Z1e ia tbc: above 
dc:scnbed land, whether or not ~·s interest is specified herein, then the ro)'31tia and rental bl=ill providcd 10 be paid 10 the owner of the soil shall be p~d to him 
in lhc proportion which his interest bcMS 10 tbc entire andividcd surface estate 3nd the royalties md rental huciD providcd 10 be paid to the Comm.issio!ICr of tbc 
General Land Office oflhc Stale ofTc:xas shall be likewise proportionately reduced. However. before Lcs:scc adjusts the royalty or rental due 10 the Cornmissioocr f 
the General Land Office, Lessee or his Ultborizcd rcpro:sc:ntativc must .submit 10 the CcmmissioOCT of the Gcncnl L=d Office a written SU%c:mCZU which explains~ 
discrepancy be~ the interest pwportcdly l~d under this lc.lSC and the actual iD.cercst owned by the owner oftbc soiL The Corntnis3ioncr of the Gencnll.and 
Office shall be p:ud the value of the whole production allocable to any undivided interest not covered by a I~ las the proportionate development and prodUCtion 
wst allocable 10 such undivided iatc:rat. However, in oo event shall the Commis.sioncr oftbc Gcncn1l..md Office receive as a royalty on the &TOSS production 
allOClblc to lhc undiYidcd in!UC3t not leased an amount las than the nluc of onc-sixtccntb (1116) of suc:b cross. production.. 

(B) REDUCTION OF PAYMENTS. I C. during tbc primary~ a portU:Io oftbc: Land covered by this lease is indudcd within the bounclaria 
of a pooled unit that has been approved by tbe Sc:bool Lmd Board and tbc owner of the soil in accorcW!a: with Nanual Rcsoun:cs Code Sections 52.151-52.1 S4 or 
i.( at any time aft.c:r the cxpir.Won of the primary tam or the extended tam. this lease covers a lcssc:r number of xrcs than the total amount dc:saibcd hcrci11.. ' 
payments that ve made on a per aac basis hereunder shall be reduced accQrdina to the number of= pooled, ~leased, sum:ndcrl:d. or otherwise severed. so 12w 
payments dctcnnincd on a per aac basis uncia the tc:ms of this I~ darins the primary term sh.ail be alculan:d based upoo tile =bcr of lloC'eS outside rbc 
boundarie.s of a pooled unit, or, if a1\c.r the c:xpirarioo of the primary te:-m, the number of ac:"eS a.c:ually retaio.cd aod covc=i by this lease.. · 

21. USE OF WATER. l.cs3u shall hzvc the right 10 usc water produced on sajd laa.d nc=ssary for opc:ra.tioas und.cr this IC3.Sc except water fi'o111 -u.s or 
tanks of the owner of the soil; provided. ~cr. Lessee sh.a.U not= potable wa.t.cr or water suitable for IM::stoc:.lc: or iniptioo purposes for waurllood opcnrions 
without the prior consent of the owner of the soiL 

22. AUTHORIZED DA.'vL\uc.S. Lessee sh.a.ll pay the owner of the soil for datluga c:w.scd by its opcntions to all pcrwoal property, improvcncnts, 
livcstoc:lc and crops on sajd land. 

23. P!PELJNE DEYTH.. Wbc.n ~quested by the owner of the soil. LcssCc sruul bury its pipdincs below plow dc;lth. 

24. WELL LOCATION LIMIT. No well shall be drilled = than two hundred {200) feet to 01ny ltouse or bam now on said ;n=1iscs without the 
written consent of !be: owner of the soil. 

25. POLLU'TlON. Ia developing this are:~, Lc:ssee shilll = the highest degree of= and all proper safeguards 10 prevent pollution. Without limiting the 
foregoing. pollution of coasul w.:tbnd.s, nanual watc::ways. rive::s and impounded water shall be p~cnted by !be usc of containment fa.c::litic:s suffic:cot to prevent 
sp il l~e. seepage or :;round wat'"r coot:uninarion. Io the =vent of pollution. Lessee sh:IJI usc Jl.l mC3.DS a.t its disposal to recpturc Jl.l escaped hydro~ns or other 
pollut:lnt and shall be rcsponsioic for all dama.ge 10 public and priv:ttc properties. l..asee shall build and maint.:lin fences around its slush, sump, and clr:linage pits 
and tank baacria so as 10 protect livcst.Oc:lc 3p.inst lou, dam~c or injwy, and upon completion o r ;lbandonmcnt of any ~II or wells, Lessee shall fill and !eYe! all 
slush pits and cellars :LDd completely ciC3n up the drilling site ofaiJ rubbish thc.-eon. l.d3= .sball. while ccaduc:ting oper:Wons on the lc;J;Scd premises, lc:e...-p !aid 
premisa &ce of all rubbish. c:uu, boa.lcs, paper cups or prl!~e.. and upon completion ofopcr;:Ltions shall restore the surf=: of the l:lnd 10 as ne:~r its origi!W 
~fl~ltltlg 3lld contoan as is prxtiC3ble.. Tanks and equipment will be lccpt painted and prcsalu.blc. 

• •• 
• •: • • 26. REMOVAL OF EQUIPMENT. Subject to limitations in this parag;r-;~ph. L= shall have the right to n:move ma.chinc.ry and fi.XtllrCS placed by 

I.!~ oa the l=d premises, including the rightiO draw and remove c::lSing. within one hundred rwenr:y (120) days after the expiration or the tcrminarioo of this 
lc:u• unless the owner of the soil p:lllts Lc:ssc: an extension of this 12~y period. However. Lc:ssc: may not remove cui.og from my well C3pablc of producinc oil 
an~ a~n paying quant.itic:s. Additionally, Lc:sscc nuy not draw and re.:nove cuing until :J.fter thirty (JO) days written no tic:: 10 the Commissioner of the GenmJ 
~~0~ and to the owner of the soil. Tile owner of the soil shall be:x~mc the owner o f any rnac.'1inery, fixrure.s. or cuing wruc.'l are not time ly removed by Lesste 
un'1f6 thc:J.cmu of this p01r.1gr.1ph. 

• • • • •• 
• 27. (A) ASSIGNMENTS. Under the conditions c:onuined in this p~b and ?angr:Jph 29 of this leue.lhc rights :LDd c.staLc:s of either patty to this 

lc:uc rw be usigncd, in whole or in part, and the provisions of this lc= shall cncnd to and be bindillg upon lhcir heirs. devisees. leg3l repre.sent:Uivcs. succ::ssors 
311C·~,~ However. a change or division in ownership of the land. rc.,uJs. or royaJtia wiU oct c:nlargc the oblig:uions ofl.:ssce., diminish the rights. privileges 
and •~ ofLes.se~ impair the effectiveness of my payment made by L:ssec or impair the effectiveness of any act performed by Lessee. And no change or 
di~1 o owne11hip of the land. n:nub. or roy3.ltie.s shall bind Lessee for any purpose until thirty (JO) days after the ownc:- of the soil (or his he in, devisees, lepl 
rep~cnc.:Jives or assigns) fumisha the Lessee w ith S3lisf3C".ory writlc:l evidcnc:: of the change io ownership, including the original recorded munimcncs of title (or a 
ccr.itied copy of such origin3.1) when the ownership c!langed bec:wsc of a conveyance. A tot:ll or partial assignment of this I= shall, 10 the extc::tt of the incaest 
assigned. relieve and discllarge Lc:ssce of all subsequc:1t oblig:uions under this IC3Sc. If this IC3.Sc is assigned in iu entirety :u to only part o f the ~e, the ri&ht llld 
option to pay rentals shall be apportioned as between the scvcr.ll owners ratably, aceording 10 the Jt'C3 of eac.\ and biiW"C by one or more o f them to pay his share o( 
the ro~tal shall not Uf~ Ibis !e:ISc on the pan of the land upon which pro raU rentals are timely paid or tendered; however, if the usignor or usignee do a not file a 
eerti tied c:opy of such usignment in the Gcnc:r.U Land Offic:: before the next rentll paying date, the entire leJ.Se shall tmninne for failure to pay the cnti~ rencl due 
under P111'3gnph J . Every J.Ssignc:c shall succ::ed to all ri~f!cs and be subject 10 3.11 oblig:uio ns. liabilities, and penalties owed 10 the Sta.tc by the original lessee or lrfY 
prior lSSignec of the !cJ.Sc, including 311Y liabilities to the St:ite for unpaid roy3.ltic:s. 

(B) ASSIGNMEm LIMITATION. Notwitlmolnding any provision in P~ph 27(a), if the owner of the soil acquires this lc:!.Se in whole or in part by 
J.Ssignment without the prior written approval of the Commissioner of the Gcner.JJ Land Offic::. this lcJ.Se is void as of the time of usignment and the agency power 
of the owner may be forfeited by the Commissioner. All :usignmcnt will be trc:lted iU if it we:-: roadc to the owner of the soil if the assignee is: 

(I ) :1 nominee of the owner of the soil; 
(2) a corpor:uion or subsidiary in which the owner of the soil is a principal stockholder or is a.n employee of such a corpor:u.ion or subsidial)': 
(J) a partnership in which the owner of the soil is a partner or is ll\ employee of such a partnership; A CERTIFIED COPY 
( 4) a principal stockholder or employee o f the corporation which is th~ owner o f the soil; PIT BEARS THE SEAl/OfAHE ~ ~~.f 
(S) a partner or employee in a parmership which is the owner of the so1l ; ATTEST: ___ _... _ _.{!_=----'"~_,..,__....:...;;;_ ___ _ 

®cmTih~--



(6) ~fiduciary for the owner of the $Oil; including but 110t limited to a para1a11. tru:srce, executor. admiaistralor. = iver, or conservator forth 
owner of the $Oil; or e 
(7) a family member of the owner of the soil or related to !be owner of !be $Oil by marriage, blood. or adoption. 

23. RELEASES. Under the conditions contained in this paragraph md P2ngrapb 29. Uss= may ill any time euc-.:te md deliver to the owner of the il 
an~ place of rec:ord a reh:ase oc releases covering any portion or portions of !be IC3$Cd premises, md thereby surm~der this lease as to sucb portion or portions. an~ be 
reltr:ved of all _subsequent obligations as to acreage surrendered. If my pan of this lease is property surrode:ed, the delay rentaJ due under this lease shall be ~ 
by the: _proportion that the sum:ndc:red ac:eage bean to the acreage whicb was covered by this leas4: immedi21ely prior to such surm~dcr; however. SUcb rei~ will 
oot reltr:ve L=ee of any liabilities whicb may ~ accrued under this lease prior to !be ~ of sucl1 x::eage. 

29. Fli..ING OF ASSIGNMEN"I'S AND RELEASES. If a.l.l or any~ oftbis lease is assi~ ot released. such assiznment or release must be~ . 
~c: county ~here: the: l~d is sinwed. and !be =rded instnmtcnt. ot a copy of !be n=rckd i.usn~ c:cnified by the County Clert of the: county in Whic:b the Ul 
=:n=ent ~ recorded. must be filed in the Galc:nl Land Office wtthln 90 days of the last execution da%1: xalmpanied by the pt=ibed filing fee. If any suc!l 
as.stgnmc:nt IS not so filed. the rights ac;q~d under this lease shall be subject to forfi:i~ u the option of the Commissioner of the General Land Offi~ 

30. DlSCLOS~ CUUSE. All provisions perttining !XI the lease of !be above~aibed land b.ave been included in this instrume::u.. includ"Ulg the 
statc:ment of !.be ttue constderuion to be paid for the c:x:cution of this lease md the ri&hts and duties of the patties. Az1y c:>.:~lla.a:nl agrecnent:s conc:erning the 
dC'VCiopm~t of oil md :as from the leased pn:m.iscs which are aot c:>.:~ntainc:d in this lease rc::ud.c:r this lease invalid. 

31. FIDUCIARY DUTY. 'The owner of !.be $Oil owes the: State a fiduc::iary duty and mu:st 1\illy disclose: any facts ~ting the Statc"s intc:r'c:st in the leased 
p~mises. When the intc.""eStS of !he owner of the soil c:>.:~nflic:t with !bose of the State. d!e owner of the: soil is oblig:tted to put the State's int=ts before his persoaaJ 
interests. 

32. FORFEITURE. lfL=e shall fail or refuse to make the payment of any sum withiD thirty day3 after it bec:>.:~mcs due. or if~ or an authoriud 
~cnt should_ lcnowingly make any false return or false rc:-port concerning production or drilling. ot if l=see shall fall or refuse to drill any offset well or wells in :cod 
fa~th as requu:-c:d by law and the rules and regulations adopted by the Commissioner of the Gcnc:r.ll Land Office, or ifL= should f.UJ to file reports in the manner 
required by law or fail to comply with rules and n:g"Jlations promulga.tc:d by d!e GcncraJ Land Offic.:. the: School Land Board., or !be Railroad Commission, or if 
Lessee should refuse: the proper authority ao:=s:s to the n:c:ords pcrt:aining to operations, or ifL= or m authorized 3i=l should knowingly fail or refuse to pvc 
~m:c:t information to the proper authority, or lcnowin&Jy fail or refuse to furnish the General Land Offic: a correct log of any well. or if Lessee shalllcnowingly 
v10late any of the material provisions of this lease. or if this IC3Sc: is nsignc:d and the: ;wignment is oct filed in the Gener.l.l Land Office as required by law, the rights 
~uired under this le:J.Se shall be subjec:t to furfe iwre by the: Commissioner. and he shall forfeit sazr.e wbcn sufficiently informed of the: facts wlticll authorize a 
forfeiture. and when forfeited the at= shall again be subject to lc:a:se 11:11der the terms of the Relinquishment Act. However, nothing herein sball be construed as 
waiving the: automatic: termination of this le:J.Se by operation oflaw or by re3SOO of any special limitl.toa arising hereunder. Forfeitun::s may be set aside: and this 
le:I..Se and all rights thereunder reinsta1ed before the right:s of:mothe:' intervene: upoa satisfactory evic!e:tce to the Commissioner of the General Land Offic:e offurun: 
c:omplianc:e with the provisions of the law and of this l=e and the :llles and regulations that may be adopted rei alive: be.:-c:to. 

33. LIEN. In ~ordanc:e with Texas Narural Reso= Code 52.136. the Swe shall bave a first lien upon all oil and gas produc:d from the: area covered 
by this lease to secure pay~e:Jt of :Ill unpaid royalty and other sums of :nancy that may become due ilnder this lease:. By accept:!Dc.: of this 1=. Lc:ssc:e grants the 
State:. in addition to the lie:., ;rovidc:d by T= Natur.ll Rcso= Code 52.136 and my other applicable starutory lien, an ::xpr= c:>.:~nll"llC1Uallic:n on and sc:Mty 
interest in all leased m.inc:r:l!s in and extraC"~d from the leased prc:misc:s. all pro=d.s which may = to L= from the sale: of sue:!\ leased minerals, whether such 
proc:::eds are held by Lessee or by 01 third party, and all fixtures on and improvements to the: l=d premises used in connection with the: production or proc.:ssing of 
such le~ed minenls in order to secure the: payment of :Ill royalties or odter amoants due: or to bcalme due: under this lease: and to secure: payment of any ~ « 
loss that Lessor may suffer by re3Son ofL=e:'s br::ac:.'l of any c:ovenant or condition of this lease, whether express or implied. This lien and security intc:TeSt-y~ 
fon:-:losed with or without c:ourt proc:..-:<fmgs in the manner provided in the: Title 1. Chapter 9 of the Tc:xas Business and Commerc:: Code:. Lesse: agrees thataao • 
Commissioner may require Les.se: to exe:".1D: and reeord sucb instruments as may be reasonably aec:ssary to adcnowledge, attach or perfc:c: this lien. ~ h~1 
represents thill there an: no prior or superior liens arising from and relating to L=ee's aaivities upon the above-d.c:sc::ribed property or from L=ee's acquisition qf 
this lease. Should the: Commissioner ill any time dc:tc:nnine that this representation is not ttue. the:J the Commissioner may dc:c:.lar.: this le:ISC forfeited as provi~. 
hc~in. : • •• • 

• •• 34. POOLING. L:ss~ is hereby granted the: right to pool or unitize the: royalty interest of the: owner of the soil under this lease with any other l~thol~ 
or mineral interest for the exploration., development and production of oil or gas or either of them upon the same: terms as shall be approved by the: School Land • 
Board and the Commissioner oftbc: Genenl Land Offi~ for the: pooling or unitizing of the int=::st of the State under this lc:a.se pumlaJlt to Tex:u Narunl Rc:soJc:es 
Code .S2.151-S2.1 S3. The owner of the soil agn:es that the inclusion of this provision in this lease satisfies the execution requirements stated iP Texas NamJ.J • • • 
Resources Code 52.1$2. • • • • 

• •••••• 
3S. IND8.1NITY. Lessee hereby releases and disc:.~:.s the: St.11c: ofTcxas aEd the owner of the soil, their offic::n. employees. parmc:rs. agenb. • 

contr.lctors, subcon=tors, guests, invite:3, and their respective suc=ors Uld assigns, of and from all and any actions and =c:s of action of every nature, Of other 
harm. including :nvironmc:ntal harm. for which rc:c:overy of damages is sought. including. but oot limited to. all losses and expe= which ar.: cawed by the 
activities oflc:s.see., its offic:c:rs. employ~. and agents arising out o(, incidental to, or resulting from. the operarions of or for~ on the leased prc:misC3 
hereunder, or that may arise: out of or be oc~:asionc:d by Lessee's bre:1ch of any of the: t.cnns or provisions of this A~ent, or by any other negligent or strictly liab!e 
act or omission of Lessee. Further. L=ce here: by agrees to be liable for. :xonerate, indemnify. defc:.1d and hold harmless the State of Texas and the owner of the: soli. 
their officers, c:mployc-...s and :1gents, tbc:ir suc=sors or assigns, apinst any and all claims, liabilities. lo=. damages, actions. p~onal inj w-y (including de:uh), 
c:osts and expenses, or other harm for which recovery of damages is sought. under any theory inc:.luding tort, c:ontr:let, or strict liability, including aaomc:ys' fees and 
othc:r legll expe:1ses, including those related to environmental haurds, on the lc:asc:d premises or in my way related to Lessee's failure to c:omply with any a11d all 
environmental laws; those arising from or in :10y way related to Lessc::'s oper:ltions or any othc:r ofLesse: ' s activities on the: l~d premises; those arising from 
~sse: ' s use of the: surfac:: of ilic: leased pr-..mises; and those that may arise out of or be occasioned by L:s.= 's breac:.'l of any of the terms or provisions of this . 
Agreement or any other act or omisSion of Lessee, its directors, offic..."TS, employees, partners. agents. c:ontr:ICtOrs, subc:ontr.!C:ors. guests, invitees, and their rtspccuve 
succ::ssors and assigns. E:~ch assignee of th is Agre:mc:nt, or an inte~t therc:in. agrees to be liable for , exonerate, indemnify, defend and hold harmlc:s.s the: State of 
Tc:xJS and the owner of the: so il. their offic.:rs, c:mployec:s, and agents in the: same: manner provided above: in connection with the: advities of Lessee, its officers. 
employees, and agents as desc::ibc:d above. EXCEPT AS OTiiERWlSE L'XPRESSLY LIMITED HEREIN, ALL OF TIIE Ii.'iDE::'tL'IITY OBLIGATIONS 
AND\OR LIABILITIES ASSUMED tfl';D ER THE TER.\15 OF THIS AGREEMEi'lj'T SHALL BE WrniOliT LIMITS A.'iD WITHOUT REGARD TO 
THl: CAUSE OR CAUSES THEREOF (l:XCLUDI'NG PRE-EXISTING cmromONS), STRlCf LIABILITY. OR TID: NEGLIGE.'ICE OF A.'N PARTY 
OR PARTIES (INCLUDING THE NEGLIGE:'JCE OF TID: L'IDDrNlFlED PARTY), WHETHER. SUCH NEGLIGENCE BE SOLE, JOU'I'T, 
CONCUR.RE:-IT, ACTIVE, OR PASSIY"E. 



< • 

. 36. ENVIRONMENTAL HAZAJU>S. ~ sh.ll use the bi&}lell de~ o( c:ar"e and U1 rasonable safeJU-Ud.s to prevent cant:unilw.ion or pollutio ~ · . 
~y c:nvllOnmctUal mccfiwn. incl~dinl soil. surbcc w-u.c:n, ~: secfuncncs. and suna.cc or su~ sa-au. ~ic:lt air oc my~ cnviroiU!lelUalmc~~ _ 
ID. on. or Wider, the leased prcnuscs, by a~~y waste, polluunt. or con~anL Lessee slWJ aot brin1 or permit to n:uwn 0t1 the le-ased prc:nuscs my asbestos 
contW!in1 nwui~ explosives. toxic matc:rials. or subswlc:s re;ulucd as b.zurdous-=. b.zz:lrdous cnaUri.als. b3Drdous substmca (as lbc tam '"Hzatdous 
S~ce· is de filled in the Comprehensive E.avironmcnw Response, Compcnn.tion m.d Liability Act (CERa..A). 42 U.S. C. Scctioa:s 9601, ct seq.). or !Oxic 
substanca under &ny federal. stale. or IOQJ lnr or re;u!al.ioo {"'H='dous Muct'Ws"). except orc!iDary products commooly used in co!IDICI:tioa with oil and ps 
exploration and development opcrUions and ston:d ill the usual m.mncr and quantities. L..ESSL.E'S VlOUTION OFl'HE FOREGOING PROHIBmON 
SHALL CONsrm.rn: A MA TDUAL BJU:ACH AND DE..FAUL THEREUNDER AA"'D LI:.s:sn: SHALL INDDfNIFY, BOLD HAR.\Jl.ESS A.'m 
DEFEND THE ST A Tl: OF TEUS A.'lD THE OWNER OF THE SOU. FROM A."'D AGAINST ANY CLU:'ti.S. DA.'tiAGES, J'tJI>GMl:'rrs. P&'fAL Tn:s,. 
LlABILrrn:.s,A.VO COSTS (INCLUDING REASONABLE ATTOR.~' FEES AND COURT COSTS) CAUSED BY ORA.RlSING our OF (I) A 
VIOU TION OF TBE FOREGOING PROHJBmON OR (ll) THE PRES~CE. RELEASE. OR DISPOSAL OF A.'N HAZARDOUS MATDUAI.s ON, 
tJNDER. OR ABOUT TiiE UASED PRL'\fl.SES DURlNG u..ssD:'S OCCUP A.~CY OR CONTROL OF THE LEASED PR.E.'til.SES. LESSEE SHALL 
CLEA."'f UP, RnlOVE, RE..'\iLDY A.""D REP AIR A. "lY SOIL OR GROUND WATER COI'IT A.\CNA TION A.'VD DA.'rUGE CAUSED BY THE 
PRESE::'iCE OR REl..EASE OF ANY H.A:Z.ARDOUS MA TEJUALS IN, ON, UNDER. OR ABOUT THE UASED PRDOSES DURJNG LESSEE'S 
OCCUPANCY OF TBE L.EASLD PRDfiSES IN CONFOR.'dA."40: wri1i TilE REQt.."'RL'\n:"(("S OF lt2PUCABL.E U W. THIS 
Jl'(l)E.'tfNIFICA TION A.'lD ASSUMYnON SHALL lt2PL Y, BUT IS NOT LIMITED TO, LIABILITY FOR RESl"QNSE ACTIONS UNDERT AJCE'4 
PURSUA.~ TO CLRCU OR ANY OTHER :£l'llVIRON'ME'ITAL U W OR REGUI.A TION. LESSEE SB.AU. IM:ti::EDIATI'.e.L Y GIVE THE STATE OF 
TE:."U.SA.VD Tin: OWNEROF~SOn. WRII"IL'lNOTICE OF A."'fY BREACH OR SUSPECTED BREACH OF THIS PARAGR/t2R, UPON 
l.EAR.'l~G OF THE PRESL'ICE OF A.'N lU.ZARDOL'S MA TE.RIALS, OR UPON RECEIVING A NOTIO: FROM A."lY GO YD.~! AI. 
AGE::'(CY PERTAINING TO BAZARDOUS MA n:.R1A.LS WlnCll MAY AFFECT THE LEASED PRL\!ISES. THE OBUGA TIONS OF U:.SSEE 
HEREUNDER SHALL StJRYIVE THE l:O"IRA TION OR E.UU.IE:R TE.R.\IlNA TION. FOR ANY REASON, OF THIS AGRE..E:.\iE'IT. 

37. Al'PUCABLE LAW. This lc:zsc is issued under the provisions oCTc::cJ:S Nan.=! R.csoW"CC:S Code 52..171 throu&h 52..190; CQmmcaly lcno~ u the 
RA:flllquishmcntAa.md other appli~le lUDJtC:S 311d 311laldmc:na tbcrcto. md if any provisioo iD this lease docs 110( cooform ID th~e s=tcs, the na.tw~:s will 
prevail ovu =y nonc:onforminc I~ provisions.. 

33. EXECUTION. This oil md ps lc:ue must be signed Jnd x!clowled~d by the Las= bef ore it is tiled of=rd in the a:unty records md io the 
Gcncr.U Llnd Offic=: of the State ofTc:xas.. Oace lbc tilio1 mtUin:mc:na found in ~b 39 of this l=se have be= saris.fied. the e1fecive daLe of this lc.zse s!WI 
be the ~ found on ?3&e I. · 

39. LEASE FILING. Pursuant to Chapter 9 of the Tc:x:&S Business Jnd Commc:rc: Code. this lc:1Se must be filed of n:CQrd io the office of the County 
Clerlc in any CQunty iD .,.bjcb 3.11 or :my pan of the IC:&Scd prc:niscs is loc:lttd. and cc:tified CQpics :hereof must be tiled in the Gcnc:':l! L.l:nd Office. This I= is not 
effective until :l c::rtiiic:d CQPY of this I= (wrucb is made and = ified by the County Clcri: from !lis n:eords) is fi led in the Gc."lc:':l! Llnd Office in 3.C:Ord:lllc: with 
Tc:;us Narur.l.l R~ourc::s Code 52.l&J. AcUiitionally, this le:&Se shall not be bindin' upon the Su.c.: unless it rccic.c:s the il~al JJ~d O"Ue a:a.sider.uion p:lid or ~rcmisc::i 

fO< ao~tioo of<hO I= Tho hoo~ duo <h~~:;.~m.,.y rua oatifiod ~PY ~ "" Cionml Lmd Offi= 

••• • • • ••• 
••• • • • • •• • 
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B~ Cl a y Johnson 

STATE OFTE<AS 

BY:~~--~----~~~--~=----------
1nd1vidually :md i1S 3gc:n t for the St:ue o fTc:x:&S SS~ 

i n hi s sole and separate Prope r ty ~ 

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

BY:.~~~~----~~~~--~----------­
Individuillly and :u ag:nc fo r the Sute ofT= 

D:uc:: ________________________________ _ 

STATE OFTE<AS 

BY:~~,---------.,--.,.-.,.----:=---------­
Individually and :u :~gent for the Swe ofTc:x:u 

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

A CERTIFIED COPY 
IF rT BEARS THE ~E COUNTY ClE.Bih 
ATTEST: {.J - ..Ji.e - C;'lf 

@~~:M-
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STATE OF ___________________ ___ 
(CORPORATION ACKNOWLEDGMEm) 

COUNTY OF ___________________ __ 

BEFORE ME. !he uadcci~ autbcrity, oa this cby pc:rsonally 3ppared~--------------------
known to me to be the pence whose name is ~bsc:ibed to !be fo~10in1 iastnm:lem, as. ____________________________ or · · ·· : · 

Given under rrry lund and sc:U ofot!ic: this thc. _____ day of __________ ___.· 19 ___ • 

Notay Public: in and for _________________ _ 

STATE OF _____________________ _ 
(CORPORATION AClOlOWLEDGMENl) 

COUNTY OF ___________________ __ 

BEFORE ME. the 1.1Dda-siped mlbority, oa this cby pc:rsonall:y ap~·--------------------------------
known to me to be the pcnoa whose aamc i:s subsc:ibcd tD !he fun:~Qinl ins=cnt, as. _______________________ __;o( 

-::--::-----------:----:-:--~--,.-~-----.,.--------,.---~--:----:-----,...~~~~-and Kkaowlcdgcd to ~ that be cxec:utcd the mnc 
for the purpos= and c:on.sidcr.uioa tbcn:in c:xpr=d, ia tbe capacity st:11ed. aa.d u tbc aa aad deed of said c:orpol"3tioa. 

Given under my l1and md ~ of oflic: this thc. ____ day of __________ _. 19 __ • 

STATE OF J_u;a·?f-­
COvwrY OF .fb { eaa:-

Not.:uy Public ia md for ___________ _ 

(INDrviDUAL ACOlOWL..=nGME•fi) 

M d 1 ' ••• 
Before me. the undcnigned :wt.'loricy, oa thu day pc.--sooally appe=d Joe on tqomery Brooks, ea 1 ng • • • ' h . • •• 1n1s sole and separate property 

known to me to be the persons whose == arc subscribed to the fore;oing instrument. and <l':loowledged to me :haL they cxeC'.lted the s.;une for the p~~ ~ 
c:onsidcr.uion therein c:xpre:ss.ed. • • 

__,__..~......._.,...-:1--::*::---7""<"'"----' 19 q 8 

(i 

• 

• 
•••• • •• 

• •• • • • •• • 
• 

•••• • • •••• 
(INDIVIDUAL AOOIOWLEDGME-m • 

•••••• • • 

known to me to be the pcnon.s whose narn= arc subscribed to the foregoing instrumc;Jt, and ac:loowledged to me that th~ exec:uted the s:une for the ;:Jutj)OSCS Jlld 
c:onsideration therein o;pressed. . / 

Given under my hand md se:l.l of office this :he_-"'"g~_Lf'.L... ___ day of 

~~ MONICA MARLOWE 
i;t~\*i NOTARY PUBLIC 
i":..'·.,}JfS.:~ • ./~} State of Texas 
~~ Comm. Exp. 10.30.99 

~ .19.....:..1..::....3 __ 

~2?1~ 
Ncury ?'.Jblic: in md for ___ --~.'G.......:.~-..:...::::<......:=---
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EXHIBIT ''A'' 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JULY 
17, 1998, BY AND BETWEEN JOE MONTGOMERY BROODS, DEALING IN IDS SOLE AND 
SEPARATE PROPERTY, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING 160 
NET MJNERAL ACRES, MORE OR LESS, ALL IN 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 production or a shut-in 
well pursuant to the terms hereof, or Lessee is then engaged in operations on said land or on lands pooled 
therewith, or Lessee has completed a well as a dry hole or shall have commenced a well within 180 days 
prior to the expiration of the primary term hereof, Lessee agrees to commence a continuous drilling 
program on said lands, or on lands pooled therewith, within 180 days after the end of the primary term 
hereof or within 180 days after the completion of drilling operations being conducted on said land, or 
lands pooled therewith, at the end of the primary term hereof, whichever is the later date; and thereafter 
carry on the continuous drilling program until all proration units have been drilled, allowing not more 
than 180 days to elapse between the completion of one well and the commencement of the next 
succeeding well. Shou ld Lessee fail to commence the continuous drilling program or subsequently default 
in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, 
save and except for the proration units surrounding each well then producing, capable of producing or 
upon which operations are being conducted. The term "proration unit" as used in this paragraph means 
any acreage designated as a drilling unit or production unit in accordance with the rules of the Railroad 
Commission of the State 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 from said land still subject to this lease for purposes described in paragraph 
I hereof, together with easements and rights of way for roads, pipelines and other facilities on, over and 
across all of the lands still subject to this lease and for the gathering or transportation of oil and gas 
produced from the retained lands. The sole liability or penalty for the failure of Lessee to drill any well or 
wells required or permitted in this lease shall be the termination or partial termination of Lessee's rights 
under the lease as provided above. 

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

A CERTIFIED COPY 
IF IT BEARS THE SEAL /Q COUQ.tWlK 
ATTEST: - /1 JJY 
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I ll A N H t :SUUH l;t :S, L.t-'. v 

ACa'UISITI8~~~~~~~~JER OF T HE GENERAL LAND OFFICE I 0/2 1/98 
PARAGON #299:Lease Bonus 

••• • • • ••• 
•••• • • • •• • 
C~ecking 
•••• • • • •• • 
•• • 

TITA,....RMJURCES, L.P. 

Lease Bonus 

Payment in ful l of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 07/ 17/98 from the State of Texas by Agent 
Joe Montgomery Brooks, dealing in his sole & separate 
property, Lessor, in favor of Clay Johnson, Lessee, 

covering All of Sections 18, 19, 20 & 2 1, Block I 0~ 9 Q 116 91 
PSL Survey, Culberson County, Texas. 

\10 

ACQUI~ITI~~~~~mR O F THE GENERAL LAND OFFICE 10/21 /98 

• • pAk ot\GON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due •••• • the State of Texas fo r Paid-Up Oil & Gas Lease 
•: • • •: dated 07/17/98 from the State ofTexas by Agent 

Checking Lease Bonus 

Joe Montgomery Brooks, dealing in his sole & separate 
property, Lessor, in favor of Clay Johnson, Lessee, 
covering All of Sections 18, 19, 20 & 2 1, Block 100, 
PSL Survey, Culberson County, Texas. 

X 4,320.00 

002701 
4,320.00 

4,320.00 
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A CERTIFIED COPY 
IF IT BEARS THE SEAl OF THE COUtfTY Ct.ERI( 

A nEST: / CJ - dk - 9tf' 
, . 

C«:aenl Land omce 
ltellaqulsbmat Act Lease Form 
ltcvind, S«:ptembu 1997 ® 

PAID UP 
on. AND GAS LEASE 

TiiiS AGREEMENT is made md =IC'ed into tbis 17 day or Juj ~ 19~ bctwecD the Sbtc orTe::as.ICtinc by az~d throop ia 
q~ Lee Wayne Moore, Trustee~r Peari Moore-carter 

------------------------~0£ 4 a 3 N Ma ri en f e 1 d 
Mi d l a n d . TX 797a1 ~d~~ 

(Give Pcmmcnt Addza:s) 
berein referred to as the owner of the soil (wbcthc:r one or more), and. ___ ~c ... J~a~y'--.~T..~.,o,~,obu.IJn~.:s:a..o.....,p..__-=---:--:---:-:::-:::------

2 a 1 ),T • ',) i3 1 1 S ]J i t e 8 a a of 
MjdJa n d T X 707a 1 

(Give P=.anc!t Addza:s} 

1. GRAl'ITING CLAUSE. For md iD comidcr.ttioa of the mxlunl3 stned below :md oftbc covcmnts and ~ts to be paid.. kept and p«:r!oi"'D.Cd by 
Lcs.see under this lease. tbc Stare ofT cas Ktin& by md through the owner of the soil be:d7y ~!cues md lets unto Lessee. fi:lr tbc sole and only purpcsc or 
prospecting md dnl ling for illld produc~ oil md ps., l~g pipe lines. buildin& W1lts, SZDrU!g oil md builcfia& poWCZ' swions,. tdq~boac lmcs and other rouctura 
1h=n. to produce, uve, taJce c::ll'C ot: lrC2l and transport nid products of the lease. !he fullowing !&Dds s~ in Culberson Counl)', Stuc 
ofT c:xiiS, to-wit: • 

Block 100, Publ1c School . Land Survey 
Section 18: All 
Section 19: All 
Section 20: All 
Section 21: All 

c:onta.inin._g _ _...2.t':....5.Ll.6uO.t-._ aacs., more or lc:s:s.. The bonus considcr3tion paid for this I= is as foUows: 

••• • • • • •• 

TotheStw:ofT= Two T h ousand One Hundred S i xty and N0 / 100------------

Dollan (S._--=:...L...=-.::::...:::....;:..==----' 

Totheowncr ofthcsoil: Two Thousand On e Hundred Sixty and No / 1 0 0----- - ------
Doll:= (S 2 I 1 6 0 ! 0 0 

Towbonwconsidcr:u.ion: F our Thousand Three Hund r ed Twe n ty and No /1 0 0 ----- -
Doll= (S 4 I 3 2 0 , 0 0 } 

~~~tal bonus coi\Sideratioa paid rcpr=ts a. bonus of'-=---F...,...i__,frt-iy~-:-f_o_u_r_a7n_d_N_o_/_l_O---;:;O-;::-,-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-
.. • Doll an (S 54 , a a ) p«:r:IC'e, OQ 8 0 net a=s.. 
• 

• • •: • • 2. TER.\1. Subj~t to the othe-r provisions in this I~ this I= sluii be for a term of F j ve ( 5 ) years from this cW= 
(h~in 6lled •primary term} and a.s long then::Uta as oil and g:u, or either of them. is produ~ in paying quantities from said land. 
J\S"~d)l !his le:ue, the term "produ=d in paying quantities" me:ms that the receipts from the sale or other 3Ulhoriz..-d commercial usc of the subSUIIce(s) ~va-ed 
ex teed"dbt of podc:t opentional c:xp«:nscs for tbc six months last past. 

*See ~ ·bit " ched fo.r Pd-U #40. 

To the owner of !he soii: ________ ...:::::,._:::::----~.....::::::__--::-------------------
Dollazl (S·-------------==::-!~------' 

TotheStw: ofT~=------------------~~~--~~~----~-----------------------------­
Dollazl (S·---------:::...-:::::.._-------~""':::::__, 

To~Renw: ____________ ~~~-----------------------7,._~-------------------------------
Dollllll (S'---=,......::::::_ ______________ __, 



. I 
4. PRODUCTION ROYAL TIES. Upon production of oil and/or ~:as. t..ess.:e aqces to pay or cause to be paid one-half (112) of the royalty 

provided for in this lease to the Commissioner of the Geocnl Land Offic:e of the State ofTc:;us. ill Austin, Tens, and one-baJf(l/2) of such royalty to the owner Of 
the soil: 

(A) OIL Royalty pzyable on oil, which is defined as includin& all hydroc:Mboas produced in a liquid form at the mouth of the well a.nd also as all 
C()ndensate, distillate, and other liquid hydrocarbons recovered &em oil or zas nm throup a sepantor or other equipment, as hercinaftz:r provid~ shall be 

3 I 1 6 patt o(thc gross production or the: marl::ct value thcreo~ at the option of the own.cT of the soil or the Commissioner of the 
Gene: raJ Land Offic:::, sucll value to be d=incd by I) the highest posted price, plus premium, if wy, offered or paid for oil, conden.suc. cfisti.llatc, or other liquid 
hyrirocarbons, respcc:tivdy, of a liU type md p-avity in the rcncnJ acca where produced a.nd when run. or 2) the hi &best maiUt pric:: thereof offc:red or paid in the 
gencn.l arc2. when: produced and when run. or 3) the z;ro:s.s pnx:ced.s of !he sale thereof; whidu:vc:r is the~· Lessee~ rh2t bef01'C D'IY gas produc:ed from the 
lc=d premises is sold, used or proc::sscd in a plant, it will be run free of cost to the royalty owners through an adequate oil md ps ~r of convCDtiooal type. or 
other equipment at least as c:ffic:icn.t, so tl1a1 all liquid hydrocacboas rceovc:nble from !he ps by such means will be =:overed. The requirement !hat suc:.'l ps be nm 
th.rou"' a scpar.uor or other c:quipmCDt mzy be wa.ivc:d in writing by the royalty owners upon~ terms and coocfitions as !hey prcsaibc.. 

(B) NON PROCESSED GAS. RDyaJty oo any ps (including l2an:d &as), wttic:h is dciincd as all hycfrocarbQns and gascollS substan<:Cl not de5acd 
as oil iA $Ubparagnph (A) above, produced from any well oa said and (except as provided herein with respect to ps processed in a plant for the c:xtnctioo of 
psolinc, liquid hydrocarbons or other produc:U) shall be 3 I 1 6 part of the ifOSS production or the rnati:ct value thcrco( at the option of the 
owner of the soil or the Commissionc:r of the Gcnc:ral l.=d Offic:.:, such value to be based oo the lliihe:st m.atUt pric:: paid or offered for ::U of comparable qoality in 
the icnen.l area where procfuced and when run. or the uoss price paid or offered to the prod=, whichever is the~ provided that the maximum pr=urc ~ 
in measuring the p.s under this lease sb.all o.ot u any time acc::d 14.6.5 pounds per square ineh absolme, IIOd the standard b~ tcnper:uure sh.aJJ be sixty (60) 
degrcc3 Fahrenheit. ~oo to be mad.c for pressure ;w;cordln~ to Boyle's Law, and for specific~ according to tests made by the Balance Method oc by the 
most approved mclhod oftestin& bein& used by the industry u the time oftcstioc. 

(C) PROCESSED GAS. Royalty on any ps p~d in a gasoline plant or other plant for the rt:alvery o f gasoline or other liquid llyclrocarbotu 
shall be 3 I 16 pan o f the residue gas and !he liquid hydnxarboas cxtr.laed ot the marlcct value thcreoC It the option of the 
owner of the soil or the Commissioner of :he C-enc:r.ll L.lnd O ffice.. All royalties due herein sball be based on one hundred percent (I 00%) of the total plant 
pro4uction of residue gas a.mibut:lble to gas produced from this lease, and on fifty percent (SO%), or that pm:.cnt accruing to U.Ssce. wh.ichcva is the greall:T, of the 
toul plant production ofliqwd hydrocarbons amibuu.ble to the gas produced from !his lease; provided that if liquid ltydroc:arbons are recovered from gas proa:s:sed 
in a plant in wbich !.esse:: (or its parent. subsidiary or affiliate) owns an intuest. !hen !he pc=tagc appli~le to liquid hydroc:uboas shall be fifty pc=t (So-lo) or 
!he highest pe:=nt ac-.-uing to a third party proce.ssing gas through sue!\ plant under a proc::ssing lgTe:mCDt 11c:gotia.u:d at arm's length (or if there is no suc!l third 
patty, !he highest pc:rc:=t then being specified in processing agr-..=cnts or contr.IC'.s in the industry), whichever is the :re=. The respective royalties on residue &as 
and o n liquid hydroc:lrbons shall be determined by 1) the highest market pric::: paid or offered !"or any gas (or liquid hydroc3tbons) of compilr.lble quality in !he 
gener.ll arc: a. or 2) the p'OSS pri~ paid or offered fo r such residue ps (or the 'Neighted nenge gross S(:lling pric:: for the respective gr:uies of liquid hydroc:ubons}, 
whichever is the ~r. La no event, how.:ver, shall the royalties p:ryable u.oder tbis p~b be less than the royaJties which would hQve b«n due: had the gas not 
been processed. 

(D) OTr!ER. ?RODUCTS. Royalty on =Wo 'black, sulphur or :~~~y othe: ;roduc:s p roduc.:d or manufac=d from g:1S (cxc:::pring liquid hydrocarbons) 
whet.'1er said ga.s be ·cuinghe~ • "dty, • or :my other g:~S, 'by fr3.c;:ionating, bur.~ in: =r my other ;n-o=ssing shaJl be 3 I 1 5 part of the 
gross productio n of such p roduc:::s. or the mark:t value: th=ot: n the option of the owner of the soil or !he Commissioner o f !he Gene: raJ Land Office, suc!l market 
v:l.luc: to be dct.cnnincd as follows: I) on the basis of the h ighest marlcct price o f c:ac!l produc: fur the same month in which such produc::t is produc:d. or 2} on the 
basis o f tbe average gross sale pric::: of e:IC.'I product for the same month in which such products an: produucl; whichever is !he ~· 

••• • • • S. MINIMUM ROYALTY. During any year a.ftc:r the expiration of !he primary tc:r.n of this lc::tse, if this lc.:I.Se is maintained !Jy production. the .. !'allies 
paid under !his lease in no event shall be less !han a.o llTIOunt equal to the total annual del:~.y re:'ltaJ herein provided; otherwise. there shz.il be due and payablcC~t~~r 
before the la.st day of !he month suc~cding the anniversary date of this l c:~Se J. sum equal to the toW :mnual rcnw less the JJtlount of royalties paid durin~th~ . • • 
pree.:ding ye:~r. l!PJ.ngr.~ph 3 of this lea.se docs not spc: ify a delay rentaJ amount, then for the purposes of !his paragnph.. the: delay rental amount shall be on; 
dollar (S 1.00) per acre. • • • • 

• • • • •• 
6. ROYALTY IN KIND. Norwith.sunding lilY other provision in r.h.is lc.:I.Se, J.1 31\Y time o r from time to time. !he owner of the soil or the Colnijliss~o~cr 

of !he General Lind Office may, at the option o f either, upon not less than sixty (60) days no tic:: to the: holder of !he lease, require thar the payment ofan~1aJne5_ 
ac::ruing to such royalty owner under !his le:ue be made in Old. The owner of !he so il's or the Comrnissiooc:r of !he Gcnc:raJ Llnd Offic:::'s right to W.c its royalty tn 

k:nd shall not diminish or ncgue the owner of the soil's or the U:lrrunissiona of the GcncrJ.I Lind Offi~'s rights or Lessee's obl iglllions. whether express or implied. •••• under this lease. • • •••• 
7. NO DEDUCTIONS. Lc.ssce agre:.s that all roy:lltics acauing under !his lc:::tse (including thoS(: paid ia lc:tld) shall be without deduction for ~~i.of 

pro ducing, gathering, storing, sep:ln.ting, tre:uing, dc.hydr:l.riog, compressing, processing, tr:ltiSporting, and otherwise making the oil, gas and olhc.r produ6 • · 
her: under re:ldy for sale or use. Lessee ~ to compute Jnd pay royalties on the uoss value: rec::ived, including any reimbursc:me:~ts for sevct:~t~c::= uxes and 
production related costs. 

8. Pt..A.'IT FUEL A..'m RECYCLED GAS. No royalty shaJI be payable on any gJ.S 3S may represent this lc:uc:'s proportiooaLe sh~ of any fuel used to . 
process g:1S produced hereunder in 31\Y processing pi:111L Norwic.hsunding any other provision o f this leJ.Sc, and subject to !he wriacn consent of the owner ofth~ soal 
3lld the Commissioner o f the General Land O ffic:e , U:sse: m:1y recycle gas for gas lift purposes o n the lc:J.Sed pre:nises o r for inj ection into :~~~y oil or gas ~roducmg 
fonn:uion underly ing !he lc:J.Sed premises :lftcr the liquid hyeroc:ubons conuined in the gas have bc:n removed; no royalties sh:lll be payable on !he re:yc!ed gJ.S 
unt il it is produced 3lld sold or used by !.esse: in a m3Mer whic!l entitles !he royaJty owners to 3 royalty under !his lc::uc:. 

9 . ROYALTY PA YME'ITS A.'m REPORTS. All royal ties not talc::'l in kind shal l be jlaid to the Commissioner of !he Gc::'lc:-al L.;md Office J.1 Austin. 
Te xJ.S, in the following manner. 

P1ymc:nt of royalty o n production o f oil and gas shall be as prov ided in the rules set forth in the Tex~ Register. Rules cum:n.tly provide that royalty_on ~il ~~ue 
and must be rcc : ivc d in !he General L.;!nd Offic::: on orbe:orc the 5th d.1y o f the second monlh suc::...~dmg the month of production. a.'ld royalty on gas IS due. flh 
mwt be received in the: Gene raJ L:~~~d Offic::: on or before the 15th day of the second month succ::::ding the: month o f production. act:ampanied by the J.ffidavlt ~. e f 
owner, mana.g:r or other autho rized 3gcn t, completed in !he: (orm :111d manner presc:ibed by the C~:~e:-31 Land Offic:: ltld showing the g;oss llTIOUnt 311d disp~sJU~n. 0 

3.11 oil :111d gas produced :111d the m3J'ket v3.1uc of !he oil a.nd gas, tog ether with a copy o f 3.11 docume:'lts, records or rCj:)OI'".S con fi rming the uoss production. dJspos JUo n 



and marlc~t value .includinc p.s meta readings. pipeline rcaipts, ps lin~ receipts :md othu l:bccla or mc:mor2Dda of amount produced and ~ut in~ pipclinc:s., tanla. 
or pools and cas hnc:s or ps stance. and any othc:T reports or recocds which the Gcuc:ral Uud Offic:c may ~uire to verify !he pss produc:tJOn. dupositioa illd 

• marlcet value. In all c:ascs the autl\.ority of a ~ oc qmt to .a for the Lessee herein must be filed in tbc GeDcnl L=d Office. Each royalty payracu sll&ll be 
accompani~d by a thcclc stub., schedule. ~ or odlcr mnillaDcc advice sbowillc by tbc assipcd GcncnJ L:md Office lease oam.bcr the amowu of ~ty beioc 
paid oa each l~asc.. I!Lc:ssce p.,-s bis royalty oo or be(on: thiny (30) cays aft.a the royalty paymcmwa due, the! Lc:s:sce owes a penalty ofS% oa the: ro~ or 
S25.00, whichever is greater. A royalty p&ymell which is over thirty (30) days laic shall acaue a penalty of to-~ o(!Ae ~ty due or $25.00 whichnc:-is~­
In addition to a penalty, royalties shall acc:n~e im.crcst a~ a rate of 12-~ per yur; such inl=-c:st will bqjD acauinc when the royalty is sixty (60) days overdue. 
Affidavits md supportinc documcots which 3TC: oot file-d when due llWJ incur a penalty iu :m m10a11t set by the Genc:nl Land Office a.dministntivc rule which is 
~tr~c:tin on the dale when the affidavits or supponin& documents were due. The L= sbaJJ bear all responsibility for payin& or c::wsi:n& royalties to be paid u 
pre=-ibed by the clue dare provj~d herein. hymcm of the delioqacnc:y pcn.a.lty shall ill DO wry opcr.11:e to prohibit the Stau:'s ri&ht of forfeiture as provided by 1nr 
nor aa to postpOne the dare oa whicb royalties wen: oricinaJiy due. Tbe above penalty provi.sioas shall aot apply iu cases of tide dlspii%C as to the S~ ponioa of 
the royalty or to tiW portion of the royalty in dispuiz: as to fair marX:et value. . . 

10. (A) RESERVES, CONTRACTS AND OTiiE:R. RECORDS. Lessee sball JllJIU!Iy ftmUsh the Commissioner of the Gencr.d U:nd Office 'With 
its best possible estim.are of oil and ps rcscrvcs 1Dldc:rlyina this lease: or allocable to this I cue md shall limUsh said Com.mi.ssloner with copies of all coa~nas llllda 
wbich ps is sold or processed and .&II subscqgcnt ~ aad amendments 10 sucb contt'al:tS within thirty (30) days a&r cntcrin& in.IO or m.alcinc such ~ 
agreements or amendments. Such c:on~Z¥ts md acr=zncnts when =ivcd by tbc Gcncnl Lmd omce shall be held iD confidence by the Gcncn1 Und Office an1cs:s 
olhc:wisc authorized by Less=. All olbcr COIUnllaS and records pc:naininc 10 tbc ~a. tnmporwion, sale md marnting oftbc oil and ps produced oa said 
premises. illcludinc the book::s and aceounts, rea:iptS and discharga of all wells. tm1c:s. pools. IDdC'S, mel pipelines shall • aD times be subjea to inspection 1114 
c:xamin.ation by the Commissioner of the GcnaaJ Land Office, lbe AUomcy Gcllc:raJ. the GoV1:%'D«, oc the represenwivc of any of tbcnL 

(B) PER.\.iiTS, DRIU.ING RECORDS. Wriat:n ootice of all operations oa rhis lease shall be submitted to tile Conynissioncroflhe GcucnJ 
Land Office by Lessee or OpcralOI five (S) days bc.fu~ spad ~ wwicover, n:-enay, a:mporvy abandonment or pluc a.nd abando!lliiCit or ='I wen or wells. Sud! 
wriaen aotice to the General Land Office shall include copies ofR.Ulroad Commission forms for applic:Won to drill Copies of well ti:SU, completion reports mel 
plugginc reports shall be supplied to the General LJnd Office a~ !be time they are tiled with the Tens R.ailroad Commission.. All applic:ations. permits, reports or 
other filincs that ~rercnce this lease oc my specific: well on the lc:ucd premises and thai are submia:d 10 the Tc:x2S lUi1road Commission or =Yother &Overamcn~ 
a&ency shall inc:lu~ the word "Swc" in the title. A4ditionally, in acc:ordance with !Uilroad Commission rules., my siKJla&e on the leased prc::nises for the purpose of 
idcntifyin& wells. tank baa.cric:s oc other a.ssocia%1:-d U:nprovcmcats to the Lmd must also inc:lu~ the word "Stat~:. • Lessee .shall supply the GcacraJ Ul\d Office with 
any records, memoranda, al:alunts, reports, cuttinp and cores, or other informuion relative to the opcr.atioo o( the abovc~bed prc:misc:s, which may be 
requested by the GcncraJ Land Office. in addition to those hcrc:in c:xpres:sJy provide-d for. Lessee sh.all b.ave m electric::U md/or radioactivity SJ.IrVT:Y made 0111bc 

bon:-1\ole =:tion, fiom the btse of !be surface casing to the tow depth of well, of all wells dnlled on the above described premises and sh.all tl"al\Smit a true: copy of 
the log of cxh survey on each well to the Genera.~ Land Office within f.iib:cn (IS) days a&r the making of said svrvcy. 

(q PENALTIES. Lessee .shall incur a penalty whenever reports, documc:nts or other materials are oot fil~d in the General Land Office when 
due. The penalty for late filiog shall be set by the Gcoual Land Office ildministra:tive rule w!licb is cfkctive on the dall: wb.cn th~ materials were due in tbc Gcnctal 
Land Office. 

II. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMAR.Y~'vl I!. daring the primary t=n hereof and prior to discovery and production 
of oil or gas on said land, Lessee should drill a dry hole or holes th=on, or if during the primary taro hacofand after the discovery and aJ:nW production of oil or 
gas from the leased premises such production tbc..-=f should cease from any cause. this lase shall DO( tttminaiC if on or bc.fore the expiration of si.xry (60) days fiom 
date of completion of said dry hole or cessation of production L=e commences additional drilling or reworlc.inc oper.uions thereon. or pays or tenders the next 
an~utJ.delay rental in the same manner as provided in this IC3SC.. u; during the last Ye:Jr of the primary tc:m or within sixty (60) days prior thc."dd, a dry hole be 
ce~J~~ and abandoned, or the prodw:tion of oil or ps should= for any ClUSC, Lcs.scc's righa shall remain in fUJI for= and~~ without further opcr:arions 
un~l thf expiration of the primary tcnn: and ifL=ee has not resumed production in paying quaotitia ill the expinrion of the primary tctm, L=e may maincin this 
I~¥LSC ~y ~nducting additional drilling or reworking operations pursuant 10 17agr:lph 13, us inc the cxpir:1tion of the primary term as lbe daiC of ~on o( 

prJ~ction under Pv:1gr3ph 13. Should the first well or auy subsequent well drille-d on tbc above ~c:n"bed land be completed as a shut-in oil or gas well within the 
prinfill)' tcnn hcrrof; Lessee may n:sume paymc::lt of tbc annual renw in the same manner as provided bc:rcin on or before the renw paying d:ue following the 
ei~~ of sixty (60) days from the da.tc of completion of such shut-in oil oc gas well and upon the failure to maltc suc:h payment, this le:1Se shall ipso facto 
t~rlh1nat/. lf il.t the: expiration of the primary tcrn1 or any time th~reafter a shut-in oil or ,as well is lcx;;~tcd oo tbc leased premis:c:s, payments may be made in 
31ictlt~~ with the shut-in provisions bcrco!. 

• •• 
• 12. DRll..UNG AND REWORXING AT EXPIRATION OF P!UMARY TER.-.t 1L a1 tbc c:xpir.Won oft.be primary term. n~ither oil nor gas is bcinc 

P~•.ed on r.l.id land, but Lessee is then engaged in drilling or reworXing opcril.tioos thacoa, this le~ shall remain in fore: so lone as operations on said well or for 
~Ui«s~~ reworking of:lny additional well are proscc:utcd in good f:U!h and in-woricnanlike manner without intcmrptions tol:lling mon: than sixty (60) days during 
any one s•ch oper:llion. and if they ~ult in the production of oil and/or g:u, so long thanft.er as oil and/or gas is produ.c::d ill paying quantities from said land. or 
paWcttr :f shut-in oil or &as well royalties or compensatory royalties is made as provided io this le3.Se. 

13. CESSATION, DRlU..ING. AND R...CWORKING. u; after the cxpir.uioo of the primary tctm, production of oil or~ from the leased premises. after 
once obtained, sllould cease trom any cause. this lc:zse shall not~ if I.e= commences additional drilling or reworking opcntioos wit.bin sixty (60) days 
after suc:h cessation, and this lease sllaJI remain in full force and effect for so long as suc:..lt oper.uions continue in good faith and in worlcmanlik: mannc:r withou.t 
interruptions totaling more than sixty (60) days. 1( such drilling or reworlc:ing opcril.tions result in the production of oil or i:JS. !he l=e sh311 mn:Uo in t\.111 fore: 3ltd 
effect for so long as oil or gas is produced from the lc:ued pre:niscs in paying qu31ltitic:s or p~cnt of shut-in oil or gas well royalties or paymc:nt of compcnsJ!Dry 
royalties is made as provided herein or as provided by law. If the drilling or reworking opc:rations result in the completion of a well as a dry hole, th.~ lease will not 
tcrminouc: if the Less« commencc.s addition31 drilling or reworking operations within sixty (60) dil)"S after the complc:tion of the well as a dry hole, and this lease 
shall remain in effect so long u ~cc continues drilling or reworking oper.uions in good fu.ith and in a worlcmanlilc:e manner without interruptions totaling more 
than sixty (60) days. Lessee shall give wriacn noti~ 10 the General Land Office within thirty (30) days of any cessation of production. 

14. SH\IT· !N ROYAL TIES. For purposes of this p~ph. "well" meJnS any well that bas been assigned a well number by the state agency ~avin.g 
jurisdiction over the production of oil and gas. If. at any tim~ aftu the expiration of the: primary tcTm of a lease that, until being. shut in, was being mainwned ~ 
for~ and effect, a well c:~pable o f producing oil o r g:u in paying quantities is loc:u.cd oo the leased premises, but oil or gas is not being produced for lack ofsuu.able 
production fac ilitiel or lack: of a suitable marlcc:t. the:!\ Les,sce may pay as a shut-in oil or ~as roy3lty UlliTlount c:quai~~A.il@~~fi~Firrthe 
!cue, but not leSl than Sl.200 a y~:u for eJcll well capable of producing o il or gas in paying qu311titics. lfParagr;1ph 3 

1 
flY! lcasc:"'&Xf~t 's"~ffi'Y 8!s~ul /l)-.a?, 

amount. then fo r the purposes of this par.1gnpll., !he de!Jy rental ;unount shall be one dollar (SI.OO) per 1c:c:. To be: c: c:5 t · !:U:!IInldm shwin oil or IllS mvalcy ~ · 
UNOA McDONALD, COUNTY CLERI( 
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must be paid on or before: (I) th.e c:xpir.Woa ofrbc primMy t:nn, (2} 60 days after tbc Lcuce CC2Sd to produce oil or ps from the leased prauises. or (3) 60 da · 
after Lc:ssce C:O~plctcs a drilling oc .rcwotX.ing opcntion in aceorcW!c:e with the lease provisioas; whichcvcr date is latest. S~ch ~aymenr shall be m&dc ooc-halfcl/2. 
to the C~mm&SS1oner of the General Land Office and one-half (112) to tile owner of the soU. It the sbut-ia oil or ps royalty IS pa~d.. th.e I usc sba.JI be cons ide~ 

10 
~ 

a producLDg lease and the payment sba1l c:x%Cid the t:rm of the lease !or a period oCoee year from tbc end of !be primary tam. or from the first day of !he month . 
following the month in which produc:tion CC3Sed., md.. alta that. if no suitable production bcilities or suitable marlcet for the oil or C3S exists, lessee 11'13)' extend tbe · 
lc~ for four more successive periods of one (1) yar by payinc the same amount ca.ch year oo or before !be c:xpintion of cxh shut-in yur. 

...., . 

IS. COMPENSATORY ROYALTIES. It; c1urU1i the period the lczc is kept in effect by paymcz~t of the shut-io oil or ps royalty, oil or psis sold and 
deliv~d ~paying quantities from a wen Joc:aud wilhiD ooc thousa~~d (1,000) feet oflbc le&scd pn:miscs aod complcWt in !be same pi"'dueioc rescnoir, or ill my . . 
case in wh1~ dninqc is occunin&, the ri&)l.t to coo.tinuc to aWna.in tll.c lease by~~ the shut-in oil or ps ro~ty sbal1 cease, but tbc lease sba.Jl ranain effcctm:. · . . . 
for the rcnwnder of :be yew for wh.icb the ro~ty b.as been paid. The Lc:ssce 19Y maintain !be lease foe four more su=ive ~ by L=ce payinc co~ · 
royalty :ill. the ~y~ty r.uc provided iD tile I= of the marlcct value of producti011 from !he W'Cll ~iDe the ~ or whidl is completN iD the same l'roducinc 
rescrvou- and WltruD ooc thousand (1,000) f=t of tile leased pn:m.isc:s. The compcn.s:a10ry royalty IS to be pa~d monthly, ooc-half(l/2) to tbc Commissioner of tile 
General Land Office and onc-haJf(l/2) to !be owner of tile soil. bqinninc on or before tile last day of !be month followitlg tbc month in which rbc oil oc psis 
produc:d from the wdl causing the ~cor that is comp~ iA the same producinc =voir znd loc;w:d within one thoasand (1,000) f.cct o!rbc leased~ 
If the compcn.sawry ro~ty paid in atry 12-mo.~~th period is in an amount less tb.m the ann&W shut-in oil or ps royalty, L:ssce shall ~ m 3m0uat equal to the 
di1f~nce wi~iD thirty (30} days from the end of the 12-mon.tb period. Compc:n.salOry royalty paymcuts which arc oot timely paid will~ penalty md in~erc:sr in 
accordance With P~h 9 of this lease.. Nooc of these provisions will relieve Lcs.:s= of the obliptioa of :asonablc dc-vdopmcnt nor the obliption to drill offscr 
wells ;u provided iD Tc:x.as Nan=! Rcsour=s Code 52.113; !wWCYa", a tile dctcnn.inalioa of the Commis.Uoncr, and with the Coau:nissicnc:'s written approval, tile 
payment of compcnsuory royalti~ c:m s:ill.isfy !be oblig.atioa to drill offset wells.. 

16. RETAINED ACREAGE. Notwithst:lndiag any pi'OYisioo of this lease to the coatra:ry, after a well producing or capable of-producinc oil or ps has 
bcea completed on the lcas~d premises, L=ce shall c:xcn:isc tbc cfiligence of J reasonably prudent opcruor iD drilliac such Jdditional ._u or weUs as may be 
re3Sonably ne=azy for the proper development of the leased pn:m.isc:s md in~ the prodw::tion thereon. 

(A) VERTICAL. Io !he CVc:lt this I= is iD fore:: and effect rwo (2) ~after the cxriration dan: of the primary or c:xtcndcd t:rm it shall then tcnninan: 
as to all of the l=d premises, EXCEPT (1) .W = surround.iDg C3:!l oil well capable of produc:.Og iD p-aying quantities and 320 = sum~undiDc each ps well 
capJblc of producing in paying quantities (Including a shut-in oil or ps well as provided. in Paragraph 14 hereof). or a wcU apon which Lessee is then cnpged in 
continuous drilling or reworking operations. or (2} t11c number of acres included in a producing pooled 1m.it pursuant to TCX3S Narura.l Resources Code S2.1Sl-
52.1S3, or (3) such ~a.tcr or Jc:sscr number of ac::cs as may then be ~d. for production purposes to a prorarioa unit for cxh such produciog wen under the rules 
and reg-.llations of the Railroad Commission of Texas, or any =t agency, or other govcmmct~tal ;wthority having j urisdiction. If at any time after tbe effective 
date of the partial termination provisions bcrco( the applicable fi eld rules are changed or the~~~ or wells l=d. thereon m: reclassified so that less acrc3ge is 
then:aftu alloc:ued. to said well or wells for production pwposc.s. this lt:75c shall thereupon terminate 35 to all =ge not the.~ alloQ.t:d to said well or wells fo r 
production purposc.s.. Nocwitbst:lading the tcrminarioo of this lc::tSe as to~ portion of the l.ands covered ~by. Lcsse: shall ncve:·thelc.ss ccntiauc to have tbe riglu of 
in~ to and cp"CSS from the lands still subjcc: to this le:!Se fo r all purposes dc:sc:ribcd iD P:=gnph I bcl'e'O( together with cascrnct~ts and rights-of-way for existing 
roads. c:x.isting pipelines and other existing facilities on, over and across all the !aDds desc:ibed in Pangraph I hereof("thc retained lands"}, for a.cccss to and from the 
rcuined lands and fo r the gathering or transportation of oil, gas and other minerals produced from the ret:Uned lands. 

(B) HOR!ZONT AL In the event this lease is in force and effect two (2) ~:us after the c:xpiration daL: of the primaty or extended term it shall further 
terminate ;u to all depths below 100 feet below the total depth drilled (hcrcinafta "deeper depths") in each wellloc:ued oa ac:=ge retained ia Puagraplt 16 (A) 
above, unless on or befOre two (2) yean after the primary or extended term L= pays an amount equal to one-half (112) of the bonus origiDally paid as 
consideration for this lc3Se (as Sl)ecificd oa page I hereof). If suc.'1 amount is paid, this lc:J.SC shall be in force and eiica as to sucll deeper depths. and said • • • 
termination shall be delayed for an additional period of two (2) ye:lll and so loai there:Utcr as oil or g.as is produc:d in paying quantities from such deeper cfe,ll!! • • 
cov~d by this 1=. • • • • 

• • • • •• 
(C) IDENTl.FlCA TION AND Fll.lNG. The surfac: aacage retained hereunder as ro each well shall, as nc:uly as practical. be in the fonu of a sqU31'C ~tb 

the ~ell loc:ucd in the ce-nter thereof; or such other s!upe ;u may be approved by the Commissioner of the General Land Offi=. Within thirty (JO} d3ys aitc,p~ 
temunation of this lease as provided herein, 1..:3.= shall execute and m:ord a release o r r::leases containing a satisfactory legal description of the ac:ngc 3lfdl« • 
de;Jths not ret:lind herel.Ulder. The recorc!cd release. or a certified copy of same, shall be filed in the Gencr.U Land Offi~ a.c::.ompani~ by the filing fel: p~eriS/d 
by tbe Gener:U Lvld Office rules in effec:1 on the c!atc the rele:JSe is file~ l!Lc:ssce fails or refusc:s to c:xca~te md record such release or n:lcascs within oin;;y4!Me 
da~ after be ing requc.st.cd to do so by the General Land Offi~ thcJl :be Commissioner :ll his sole cfuc::-ctioo may designate by w:ria= instrument the ~c:•andlbr 
de;Jths to be released hereunder and reeord such instrument at L=e:'s c:xperue in the county or couatic:.s where the: le:ue is loc:ucd and in the official reCQnis oCtile 
General Land Office .1t1d such designation shall be binding upon L..essc: for all purposes. • • • • • • 

•••• 
17. OFFSET WELLS. Neither tllc bonus. delay re:1tal.s, nor royalties paid. or to be paid. uada this lease shall reficvc 1..:3.= of his oblig:~tioo ~ i~::f. 

the oil and g;u under the above-described land from being draine~ L=; sublessee, receiver or other agent in control of the leased pre~ shall drill as'tnany• 
wells lS the facts may justify and shall usc appropriate me:ms and drill to a depth ncce:ssary to pn:-ve:~t undue drainage of oil and gas from the lc:JSed premises. In 
addition. if oil and/or g33 should be produced in conunereial quantitie3 within 1,000 fc~t of the le:!Scd premises, or in any= where the leased premises is bcinc 
drained by produc:tioo of o il or :as, the Lessee, sublcss~. rec::ivcr or other 3.gent in control of the Jc:ued pmniscs shall in good faith begin the drilling of a well or. 
wel ls upon the leased pn:.-nises within 100 clays after the dnining well or wells or the well or wells completed within I ,000 feet of the le33ed pmnises start produclllg 
in commercial qu:ltltities and shall prosecute such drilling with dilige:~c:. F:~ilure to satisfy the starutory offici obligation may subject this le:!Sc :md the owner o(tbe 
soil's 1genc:y rights to forfeiture. Only upon the determination of !he Commissioner of the General Llnd Office and with his written approval may the payment of 
compensatory royalty under applic:lble st3[Utory panmeten satisfy tbe obligation to drill an offset well or wells required under this paragraph. 

18. FO RCE MAJEURE. If, a.t\.cr a good faith ~ffort. Leslef: is prevented from complying with any o:pn::ss or implied covenant of this (e3SC, from 
conduc:ing drilling opcr.u.io ns on the le;ued pre:niscs, or from j:jroducing oil or g;u from the leased prc:niscs by re;uon ofw:u, rebellion, riots. strikes, ac:s of God. or 
any valid order. rule or regulltion of government authority, then while so prevented, Lessee's obligltion to comply with such covenant shall be suspended JJid Lc:ssc: 
shall not be: liable for damages fo r failure to comply with such ~ver.anu; additionally, this lease shall be extended while ~ssee is prevented, by any sucb C3USe, 
from conducting drilling ilnd reworking operatio ns or from producing oil or g;u from the le;ued premises. However, nothing in !.his peng.""lph shall suspc~d the: . 
pay mc:nt of de lay rent:lls in o rder to maintain this lc:lSe in effect during the primilt)' term in the absence of such drilling or reworking operations or producaoo of 0 11 

or g as. 



19. WARRANTY CLAUSE. The owner of the soil watTVIU and :~g~"ees to defend title tc the leased premises. lfthe owner of me soil defaults in 
payments owed on_thc leased prcmisc:s. thea l.csKc auy rcdccm the ri&}us of the owner of the soil in the lnscd p~ by pay in& any mortpge. We~ or other r 
on the leased premiSeS. l!Us$ee makes payments oa bchalfofthe owner of the soil under this panuaph, I..cs.sce 1D3Y recover the cost ofthc:sc payments from the r=s 
rc otLI ;and royal tics due the OWDCt of the so i1. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less !han the catirc undivided .surUce csuz:e in tbc abo~ 
dc::sc:ribed land, whether or not Lcs.sce's illtc:rcst is specified haein. lhc:n the royalties and rental herein provided to be paid to the owner of the soil shall be paid lO him 
in the proportion whi~ his intuc:st bean ro tbc entire undivided surfac.c: cswc and the royalties a:ad rental bucill provided to be pa.id !D the Commissioncro(tbc 
General Land Office of the State ofTaas shall be tilc.cwise prop<~rtioaatdy reduced. However. before Lessee ldjusa the royalty or rental due ro the CoiMiis:sioncr of 
the General Land Office, Lessee or his authorizl:d rcprcsc:atltivc must submit ro the CcmmissioDCt of the Gcncnl Lmd ~a written .sw:mcnc which explains !be 
dism:pancy between the ill~ purportedly leased under this lease met tile actual inlc-c:st owned by the owner oftbc soil. "The Commissioner of the General Uod 
Offi" shall be pa.id the value of the whole production allocblc ro my uodivided iar.crest not covered by a lease. less the proportiorw.c dcvelopmcu and prodlletioa 
cost allocable to suc.h undivided illtc:rcst. HoweYCT. in no event shall the Commissioner of !be Gcnc:n1 Unci Offi" receive as a royalty on the cross produruoa 
alloablc to the undivided interest not lased an amount less than tbc v-alue ofonc-six:tec:nth (1116) of such cross.produc;tioo. 

{B) REDUCTION OF PAYMENTS. U: during thc primaty tmn. a portico of the land CXIVc:rcd by this lease is inc:hldcd wit!Un the boundaries 
of a pooled unit tllal has been Jpprovcd by the Sc:hool Lmd Bo:ll'd and d:lc owner of the soil io a.rxorda.oce with Na.azral RcsoW'c:cs Code Scaioas S2.1Sl-S2.1S4. or 
~ u any time after tbc expiration of the primary term or tbc c:xtcn.dcd tcnn. this lease covers a lesser number of x=s than the row amount described hcrcio. 
paymcots ~arc made on a per KrC basis bcreuoder shall be reduced accorclin& ro the number of acres pooled, ret~ surn:ndcrcd. or otherwise severed. so diu 
payments detcnnincd on a per ~ basis uodcr the terms of this lease dwin& !he primary tenD shall be calc:ul~ based upoo the nw:nbcr of aaes outside the. 
boundari~ of a pooled unit. or, iC a.ft.cr the cxpinrioo of the primary tum. the numbCT of ila'CS <~dUally retained 3Dd covered by this le.asc; 

2 I . USE OF WATER. Lessu shall h.zve the right ro usc watu produced on said laruf ae=sury (OT opcruioas unda this le:ue a cepe 'I¥Uet fro111 wdls or 
tanlc.s of !he owner of the soil; provided, however, Lcs.sce slW1 not u:sc potable water or wa.tc:r suitable for livc:stoclc or irriprioa purposes for wuaflood opcnlions 
w ithout !he prior consent of the owner of the soil. 

22. AlJTHORlZED DAMAGES. Lc:sse: shall pay the owner oftbc soil for dama&cs c::wscd by its opcntions !D all pcrsooal propaty, improvements. 
livc:stoclc 3Dd crops oa said land. 

23. PIPELlNE DEPTH. When n:qucstcd by the ownCT of the soil.~ shall bwy its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled ocate' than two hundred (200) fi::t ro any house or bam now on said pre:mis.es without the 
wriaen consent of the owner of the soil. 

25. POLLtmON. In ckveloping Ibis arc:t, Lessee sh.aiJ use the highest degree of c::=: and all proper safeguards w prevent pollution. Without limiting the 
foregoing. pollution of coasul wetlands. ru.cural waterways. riv= ;and impounded vr.Uer shall be prevented by the use of containment t'acilirics sufficient to prevent 
sp illage, seepage or :round w.w·r coatu:nination. In the ~ent of;>ollution. Lc:sse: shall usc all m= a.t its disposal to rec.l.pture 311 ~c:aped hydroc:3tbons or otbcr 
pollutant and shall be respoasioie for all damage to public md priv3U! properties. Lclscc shall build and IIWatain fen~ ill'Ound its slush. sump, and dr:linace pits 
and tank baauics so as to protect livestoclc ap.inst Joss, damage or injury; and upon completion or abandonment of any W"Cll or wells. Lessee shal.l fill and level JJI 
slush pits and cellars 3Dd completely clc:1ll up the drilling site of all rubbish tberc1Jn. I.e= 1hai1. while conducting opc:r.Ltioas on the IC3Scd premises. keep said 
prc:niscs free of all rubbish, C3ll.S. be ales, papcT c:up.s or prbagc.. and upon complc;tion o( opcr.uioas shall restore !be .sutUc: of the land to a.s near its original 
co.nd!~on ;and contours as is prxtiablc. Tanla md c:quipr=nt will be kept pa.int=d and prcsenu.blc. 
• • • 

• •• 26. REMOVAL OF EQUIPME'IT. Subject to timit.Uions in this paragJ'3ph.. [...es.s.ee shall have the right to n:move rnac.hinc:ry and fixtures placed by 
t.:~:C·011 the l=d prcmisa. including the right to draw and remove: casing. within one hundred twc1ty {120) days ;ul.cr the c:xpir.Woo or !he tc:nnin;uioa of this 
lc:ts! unr~ the owner of the soil gr:~r~ts L=l.se: an extension of this 120-day period. However, L=e: may not remove casing from any well c:;1pablc of producinc oil 
and \as in paying quantitic.s.. Additionally. L=l.se: may not draw and n:move C3.Sing until :lftcr thirty (30) ~s written no tic: to the CommissionCT of the Genc..aJ 
'-ift4 ~ce and to the: owner of the soil. The ownCT of the soil shall become the owner o f :1t1y mac."'inery, fixturc.s. or C3.Si.ng which arc oct timely removed by Lessee 
un~ th~tenns of this paragraph. 

•• • . . . . ... 
• • • 27. {A) ASSIGNMENTS. Under !be conditions conc.ined in this pang:r.1ph and P~h 29 of this !cue. the rights and= of eilbc:r palt}' to u•IS 

lnsCIOmay be :wigned. in whole or in pan. and the provisions of this le~ shall extend to and be biDding upon their heirs. devisees. legll reprc;scnwivcs, suc:=ors 
:md.x.~ Howcve:-. a change or division in ownc:nhip of the land, n::~~ or roy:Utics wiU cot enlarge: the obliga.tioas of~. diminish the rights. privileges 
an~ ofles.sc::. impair the: ef'rec:tivencss of :1t1y payment ma~e by Lessee or impair the effee:ivcn~ of any act performed by Lessee. And no change or 
division i• ownership of the land. rentals, or roy:lltics shall bind Lessee for any purpose until thirty (30) days :lftcr the owner of the soil (or his beils. dcvis~..s. lepl 
n:!f~c:•nf:ttv~ or assigns) furnishes the Lessee with satisf;u;:ory written ev idcn" of the change io ownership, including the original ~corded munimcnts oftil.le (or 01 

cenilied copy of such original) wh~ the ownenhip changed bc=.use of ;a conveyance. A toW or partial <lSlignmc:nt of this I= shall, w the extent of the intereSt 
assigned. relieve and discharge Lessee of all subsequent obliga.tion.s under this lease. If uw IC3Sc is a:s..si&ned in its enr:i.my as to only part of the aaelgC. the right Jlld 
option 10 pay rentall shall be apportioned a.s between the sc ven.l owners rat3bly, according to !be 31'1:3 of each, and ~~~ by one or more of !hem ro pay his share of 
the rental shall not iff~ this lease oo the: ;lalt of the land 11pon which pro rata rentals are timely p.Ud or ~ndcred; however, if the assignor or u.sign~ docs not file 01 

"rtilied copy of such :wignmc:nt in the Gencnl Land Offi" be fon: the next rental paying daLe, the entire lc::lSe slu.ll t.crminate f"or failure tc pay the entire renQI due 
under P313gnph 3. Every ;wignee sha.ll suc"ed to all rights and be subject to :111 oblig:uions. liabilities, and pcnaltic:l owed to the: Swc by the original lessee or 311Y 
prior assignee: of the lc:lSe, including ;any liabilitiel to the St.ate for unpaid royaltic.s.. 

(B) ASSIGNMENr LIMITATION. Nocwithst:lnding Jt1)' provision io PJnVlph 27(a). iC the owner o f the soil acqui~ this IC3.Se io whole or in part by 
ass ipment without the prior written approval o(the Commissionc::- of the Gener.!l Land Oflic::. this IC3Se is void as of the time of assignment and the: agency power 
of the owner may be forfe ited by the Commissioner. All assignment will be tre:~ted a.s ifit were made to the: owner of the soil if the assignee is: 

(I) 3 nomine: of the owner of the: soil; 
(1) a corpor:uion or subsidiary in which the owner of the so il is a principal st.ec!choldcr or is an employee of sue!! a Cj~Wrjon or subsidiary; 
(J) a partnership in which the owner of the soil is a paz:ner or _is ~ employ~ of such a _partnership~ IT BEARS THE SEAL OF THE~ C&_P~ 
(.t) a principal stockholder or employee o f the corpor.I.Oon wh1ch tJ th~ owner of the so1l; ATTEST: /<2 -ZC. _ ££' 
(S) a ;1artner or employee in a partnership which is the owner of the so1l; ® UNOA ''-"""' ... 
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( 6) a fiduciary fM the owner o( the soil; including but DOC Jimj~~:d to a pard" ~aD. tnzstcc. a:ean.or, admmistntor, receiver, or COnsetva!Of for the • 
O"JJ''Icr of the: soil; or-
(7) a family member of the ownu of !he soil or related to the owner of the soil by m.arriage, blood, or adoption. 

23. RELEASES. UndCT !he <:Onditions contained in !his pangnpb md ~~~ 29, L:::ssee aay u any time =ant md deliver ID the owner of 111c iJ · 
an~ place of record & releasc or relusa covering any portion or portions of the ll:aSCd premises, md thereby~ this lase as to S1JCh portion or portions, an': be 
relieved of alllllbscquent obliguions as to aaeaac SUITC:!ldercd. It any part of this lease is properly sum:ndctcd, the delay n:nw due under this lease shall be ~ 
by !he _proportion llw the su=dcrc:d ~c bc3rs to the ~age whic:h 'InS c:ovCTCd by this lc:asc immcdia.t.cly prior to such .surrender; bowevCT, ~ re!QSe will 
DOt rehevc Leslee of a.ny liabilities which may bnc acaued WldCT this lease prior to tbc sutT'C:Ildcr of such acre3iC-

29. FD..ING OF ASS1GNMENTS AND REl..EASES. It &1.1 or lli'J pan. of this lase is a:s:sipxd oc rc:leased, suc:h as:s.ipuncnt or release must be I'CI::OrcSed . 
tbe couary where the land is si 1Uatc4. md !be rcc:otded ins1:nanc:ni. or a covr of tbc recorded i.asti!AX4t CC'tiiied by the Cotmly Oc:rlc of the counry in wllic:b the LD 

~eat ~ recorded. must be filed in tbc Gcncn.l l..a.nd Offioe within 90 days of tbc last CXC'CUtio11 das: x:cQmpanied by tbe prcsatOc:d tiling fcc.. It any SIICla 
USI&nmc:nt LS not so filed. the rights ac.qWrcd under this lease shall be lllbj t:et to fomi~~.~rc: u !be option of the ComtDissionCT of the General Land Office.. 

30. DISCLOSURE ClAUSE. All provisions pertaining to !be lc::I.SC o(th.e a.bove-dcscribcd land have been included in this irutrumcnt.. including the 
n:ucnent o(tbe lnle ccmider.Woa to be paid for the exeeutioa of this lease md the ri&}us md duties oltbe parties. Any collab:nl ~ts ~Dcaning 111e 
development of oil md ps from the lased premises whicll are not contained in this lease I'Cida this lase invalid. 

31. FIDUCIARY DUTY. 'Tbc owna o(tbe soil owes the SWJ: & fiduc:Ury duty IDd must fully disclose any f¥ts ~~the State'l interest in 111c lased 
~rc:nises. When the intucsts oftbc owner of the soil contlict with those of the Stare. the owner oftbc soil is oblig;ucd ID put the State's iii!trc:$tS before bi.s ~ 
Interests. 

32. FORFErTUR.E. lfl.asce slWl fa.il or refuse to make the p&ymeut o(my sum withiza thlny days uta it bcalmcs due, or ifl..c:sse: or m &uthoriz,:d 
age:u should knowincJy make any faLse returu or false report coocemin& production oc drilling. oc if Lc:ssec shall fall or re!Usc ID drill my offset well or wells in &OOd 
f~th ~required by law lad the rules iltld :-eglllariorLS adopted by the Commissioner of the C-=c:r.U Land Otfia:, oc ifL.c:ssee should Wlto file reports io tbc manner 
required by law or fail to comply with rules and regulations promulgated by the Gcner.ll Llnd Offic:., the School L.1nd Bo:~rd, or the Railroad Commission, or if 
L=ee should refuse the proper wtbority ac:;ess to the records pertaining 10 operations, or ifl.::ssee or an authorized agent should knowingly fail or refuse to £ive 
c:om:a information to the proper authority. or lcnowingly fail or refuse to furnish the Genct'all..:lnd Offia: a alrrc:ct log of any well or if Lessee sballlcnowin~ly 
viola.lC any o f the mucrial provis ioM of this lease. or if this l=e is assigned and the assignment is oot filed iD the Gcncr.ll l.=d Office as required by law, the rights 
acquired under !his lc:lSe shall be lllbjea to forfeiture by the Comlnissioner, &nd he slW.I forfeit sazr.e wbcn sufficiently informed of the facts which authorize a 
forfc i!Urc:, lllld whc:1 forfeited the uea shall 3gain be lllbjea to le:~Se under the tz::nzu o f the Relinquishment Act. However, nothing here: iii shall be construed as 
waiving the wtonw.ic tcrmina.tion of this le:lSC by opcr.Won oflaw or by re3SOG of 3rrf speciallimita.rion arising bcrc:under. Forfein.tre3 may be set aside :md this 
le:lSe and all rights thereunder reinsLaLcd before the rights ofanothc: intervene upou ~factory mc!e::lce to !he Commissioner of the C-cnc:·al Land Office of future 
compliance with !he prov isions of the law and of this IC3Sc a.nd the :llles 31\d n:zul:llioru tb.u may be adopted rel:uive hereto. 

33. UEN. ln aecord3llce witb Texas Natur:ll Resow=s Code 52.136., the State shall have a tint lien upon all oil and~ produced from the area covcrc:d 
by this lease to secure: payment o f3.11 unpaid royalty :utd other sums of:noacy that may become due under this le:I.Sc. By ~cnc.e ::~fthis I~ Lessee grants the 
St.at.e, in addition to the lien provided by Texas Natur:ll Resow=s CJC.: 52.136 and 3rrf other applicable statutory lien, an CX?t= :.c:l:r:u:ruallien on iltld security 
inte::st in all leased mincrall in iltld ~..ed from !he leased premises. all proc:.eeds which may a.caue to Lessee from the sale of sue."' leased minerals. whether sut.'l 
proceeds are held by Lessee or by 01. third j:lart)', and all fixtures on iltld improvancnts to the l=d pn::nises Ulcd in connection wi1h the production or proc:ssinc of 
sue!! le:ued miner.Us in order to secure the payment o( all royalties or other amoant:s due or ID become due under this lease :md to s.ecurc payment o ( iltly damages or 
loss that Lessor may suffer by reason ofL::sse:'s bn:x.'l of iltlY covellant or condition o( this 1=. whether express or implied. This lien aod security intc~ F~ be 
fon::losed with or without court pro=cfin~ in the =ncr provided in the Title 1. Chapter 9 of the Texas BUliness and Commerc:; Code. Lessee agrees~ tht • 
Commissioner may require Lessc: to cxe::-.Ja: :utd m:ord lllcll instrUments as may be re3SOnably ncc::ssary to acknowledge. anac.'l or perfect this lien. Lessee ~C"C'Y 
n:j:lrc:sents that !here <IR DO prior Or superior liens arising from and relating 10 Lcs:se:'s activities upon !he above-<ie:sC1Dcd property or from L:lsc:'s acqu~ or • 
this lease. Should the Commisliona u m y time de tennine !hat this rc:prcscnta.tioa is not true. the !he Commissioner may dcclar: this lease forfeited as pJ,viaY 
~~~ . 

• •• • • • • 
34. POOLING. Lessee is hereby granted !he: right to pool or unitize the royaJry interest of the owner of the soil under this lease with any other 1\:ascMid 

or minerJ.I interest for the explor.Won, development llld production of oil or ~~ or ei!hcr of them upon the same terms as shall be ;1pprovcd by the School t~d'> • • 
Board and !he Commissioner of the Genc:raJ L.1nd Office for !he pooling or unitizing o(thc in= of !he State under !his (QSe pursuant ID Tex:u Natur:ll ~~~ 
Code 51.1 S 1-52.153. The own a of the soil agrees that the inc!Ulion o( this provision in this 1= satisfies the a:ccution requirc:nents stated in T a;~.S Natur.ll• 
Resources Code 52.1 52.. • • • • • • •••• 

JS. INDEMNITY. Lessee hereby releasCl iltld dischat:Cl the Suce ofT ens :!Ed the owner of !he soil, their offic.:.-s. employe--s. pannen, agear:s. 
con~tors. subconttactors. guCltl, invitc:s. and their respective SUCCClSOil and &S3igns. o( :md from all and any xtions and =of action of every na~ ~¢Iller 
hilml, includinc environmental llarm. (or which recovery o( damagCl is sought, induding. but DOt limited to, all losses iltld ctpc::I.SCS which are c:aused by !he 
01c:.h ities ofLClSCC. its officers. cmployCC3, and agenll wing out of. incident31 to, or resulting from. the opc:r.uions o f or for Less= on the lcaled premises . 
hereunder, or that may aci.sc out of or be a<:;;asioncd by L..esse:' s bre:1c.i ofJily of !he terms or provisions of !his A~ment, or by lilY o!her negligent or strictly hab!c 
01ct or omission of Lessee. Further, Lessee bereby agrees to be liable for. exoner:w:, indemnify, dc:"c:ld a.nd ho ld ba.rmlcss !he State o(Tcxas Jlld the owner oftbc SOil. 

their officers, employt:el md Jgents, the ir llltcessoll or a.ssig;ns, aglinst any and all clairru, liabilities, losses, cbmages, actions, pcsonal injury (intluding de:uh), 
costs Jlld expenses. or other harm (or which recovery o( dam:tgCl is sought, under lilY !heory including tort, contr:ll:t, or saict liability, including attorneys' fees il.lld 
othc:T legll expe:uCl, including !hose relar.ed to e:tv ironmental h=Cs. on !he le~ed premisCl or in lllY w~ related to Le.ssee ' s bi!Ul'C to comply with ill'IY and all 
e nvironmental laws; those arising from o r in ill'IY w01y relJ.ted to Lesse:' s oper:ll.ions or il.llY other o fL=ee's 3Ctivitics on the lcasd premises; those w ing from 
L..oosse: 's use of !he surface of the le:ued pr-....rn ises; iltld those !hat mJy arise out of o r be occasioned by L:sse:'s b='l of any oi :he terms or provisions of this . 
Agr eement or 010y other 3C! or omisSion o( Le.ssee. its direc:ors, officers, employe--s, partners. agents. contr3Ct0n_ subcon~:ors. i'Jests, invitees, and their rc:spccuve 
sut~ssors and :usigns. E3c:h ~signee of this Agreement, o r iltl inrcr:st !herein. agrees to be liable for, exonerate, indemnify, de fend iltld hold harmlClS !he Stolte of 
Tex:u Jnd the owner o f the soil. their offic.ell, employees. and agents in !he same m:lllller provided above in COMcction with the ac:ivities of Lessee, its offic:rs. 
emplo yees, lnd lgents as described J.bove. EXCEPT AS OTHERWISE LXPR.ESSLY LIMITED HEREIN, ALL OF TiiE t';D DINITY OBLIGA TIOr"'S 
A.'iDIOR LIABILITIES ASSL"MED t.i'iD ER THE TER.\15 OF THIS AGR.EEML'iT SHALL BE WITHOtrT LIMITS A...,l) WITHOtrT REGARD T O TY 
THE CA USE OR CAUSES THEREOF CEXCLt..'DrNG PRE-EXISTING CON'DmONS), ~CT LIABILITY, OR THE i'fEGLIGE.'ICE OF A.'IY PAR 
O R PARTIES ( rNCLUDING THE NEGUGE:"'CE OF THE L"<l>DfNIFIED PARTY}, WHETHER SUCH NEGLIGENCE BE S OLE, JOG'o'T, 

CONCuRRENT, ACTIVE, OR PASSIV"E. 



36. ENVIRONMENTAL HAZARDS. Le:ssce shall usc the b.i&hcst devee o(are aruf dl r=nable safeJUMds !D pn:ventcon~ilwlon or poUIItion C · 
~Y environmcuw medium. indudinc soil. surbcc 'l1lf'W:lS, ~.sediments. and surf;aa: or subsurface straU. ambiclt air or my other c:uvironmcuw mccfi 

0 
• 

an. on. or under, the leased premises. by MJY waste. polluwrt. ot conaminmt. I.,a,ce sh.&ll not brine or pc:mit to remain on th.c leased pr=ilics my asbestos IIIli 
eonaininc maLUial$, cxpl~nivcs, !OXic:~ or substmc:::s reJUI:a.tcd as Murdous wasta, h3z3nious ~ h:l2;ardoas substmc:::s (as lbc t.cnn ~ 
Subsunce~ is defined in the Comprchc:nsivc Eavi.ronmcnw Response, Compcn.ulion and Liability Aa (CERa..A). 42 U.S. C.. Sec:tioas 960 l, et seq.). or !Oxic 
subsultus under any fedenl, St;UC, or local law or rquluioa ("'Hzz:lrdcus M.a.tcrid.s'"). ctc:q)( orcfin3ry IJ"Iducts c:ommoaly used iD c:oDDCdloa lritb oil and ps 
exploration and development opc.rUions and stcrd in the usual manncr and qumtitlcs. L.E.SSE:E'S VIOLATION OF Tl:IE FOREGOING PROBJBmON 
SHALL CONS'TITUTE A MA TERlAL BRE.ACH AND DEFAULT Hl:REUND£R Al'o"D LE.SSE.E SHALL INDDfNIFY, HOLD BAR.\lLESS AND 
D En:ND THE: STATE OF T'EXAS A.~ THE OWNER OF THE SOU. JOROM AND AGAINST ANY CLAIMS, DA..~GES. JUDGMI:NTS. P~.U.Tll:s, 
LUBILrrn:s,Ao''•lD COSTS (INCLUDING RE.ASONABU:ATTOR."''l:YS' FEES A.."'ll> COURT COSTS) CAUSED BY ORA.R.lSING Otrr OF (I) A 
VIOLATION OF 'IHE FOREGOING PROIDBmON OR {II) THE: PRESENCE, R.E1.E.A.SE. OR DISPOSAL OF A..'N HAZARDOUS MA Tl::lUAu ON.. 
tiNDER. OR ABOUT l1iE LEASED PRL\fl.SES DURING LESSE.E'S OCCUPA."iCY OR CONTROL OF THE LEASED PR.E.'\il.SES. LESSEE SH.u.l. 
CLEAN UP, RE."'OVE., RE.\U:DY A..""D REPAIR A.'fY SOU. OR GROUND WATER COl'ITA.\aNATION A.."'iD DA..~Gl: CAUSED BY THE 
PRE.SE:'ICl: OR RELEASE OF A.'fY HAZARDOUS MA TER1ALS IN, ON, UNDER. OR ABOUT THE LEASED PRDflSES DURING U:.SSEE•s 
OCCUPANCY OF THE L.EASED P'lU:\CSES IN CONFOR.\fANCE WITH THE REQt."'RL\1L'VI'S OF APPUCABLE LAW. THlS 
INDE.'riNIFlCA TION A&''lD ASSUMYTION SHALL ~PLY, BUT IS NOT LIMITED TO, l.IABII.II'Y FOR RESPOI"'SE ACTIONS UM>'ERT AKE:'f 
PURSUANT TO a:RCU OR ANY 0'11IER ENVIRONML'ITAL LAW OR REGULATION. LESSEE SHALL IM:\IEDIATEL Y GIVE TilE STAn: OF 
TE:U.S A."'iD THE OWNER OF"J"la son. WRITrE:"f NOTICE OF ANY BREACH OR SUSPECTED BRLACH OFTHlS PARAGRAPH, UPON 
l..EAR."''ING OF THE PR.ESL"''CE OF ANY JUZARDOUS MATERLUS, OR UPON RECEIVING A NOTICE FROM A.'fY GOVER."''ML"'"TAI. · 
AGENCY PE:RTAlNING TO HAZARDOUS MATElUALS WHICH MAY AFFECT THE IL\.SED PRL.~OSES. THE OBUGATIONS OF U:SSti; 
HEREUNDER SHALL SL"RVJVI: THE l:XPIRA TION OR EAlU.IE.R n:.R."rliNA TION, FOR ANY REASON. OF THIS AGREL~. 

37. APPUCABLE UW. This lease is issued andcr the provisions o(Tc::as NuunJ R.c:sourc:cs Code 52.171 throu&h 52.190.-c:ommonly kno"U u tbc 
R.cHnquishmentAa. .-.d olha appliablc swutc:s and amendments~ md it' any provisioa in th.is le=: cloc:s not codona ID lhcse s=tcs, the stanlO:S '*iU 
pn:-vail over my l)()nc:onf'orminc IC3SC provisions.. 

33. 'EXECUI10N. This oil md ps lc:ue must be .signed ;md xk:lowledged by !he L.css« before it is filed o(rccord in the county rec:ord.s and in the 
Gcncr.all..:lnd Offic:c o(lt!e Stale orrc:xas. Ouc:c 1bc tiline m{Uin:mcna found in P~h 39 o(th.is l=se have bc:c:n la.Cisfied, the effec::ive daLe ofth.is !case shdl 
be the date found on Pa&c I. · 

39. l.EA.SE Fil.JNG. P.J.mWlt to Captcr 9 of !he Tc:x:u Busincs.s ;md Commm::: Code. this IC3Sc must be filed o( rcc:ord in the: office of the CoWity 
Clerk in any c:ounty iD wllic:b 3.11 or :lilY ?att of the lased prcniscs is l=d.. mel certified c:opic:s thereof must be filed in the Gcne-:-:U Lmd Office. This le= is not 
effective until :l c:ertiiied c:.Jpy ofthi:s lase (whic:b is made mel ~ified by !he County Clcri: from h.is records) is filed in !he: Gcncr.:U I..lnd Office in ac:ord:~nc: with 
Tc:x:u N:uur.ll Resources Cod-=. 52.13.3. Ac!diliona.lly, this le:ue shall not be binding upon the Stale unJCSl it n:c:itcs !he a~a.l :llld :rue consider:uion paid or promisd 
for execution of this lc::l.Sc.. The boo us due !he Swc and the prescribed filing fe: slu.ll accompany such cati.fied copy to the Gener.ll l..:lnd Offic:e. 

B~ Clay J ohnson 

••• • • • • •• ~--------~--77~~·-------------
DA TE; _ __,Jg~t;o/=-...!...._.t.-ff~----•••• . . . . •• • 

SWli d TEXAS • • 
BY::~~--~----~--------~---------­
Individua.lly and u ~:nt for !he St.'lte ofTc:;us 

Date:. _________________________________ _ 

STATE OFTE<AS 

STATE OFTE<AS 

8¥::~~----------~~--~~-------­
Individua.IJy and ;u q;:nt for !he Sw: ofTcx:u 

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

IF IT BEARS THE SEAL OFA CERTIFIED COPY 
THE COlWTY ClERK 

ATTEST; /0 - <(tf _ 6f' 
~ UNDA l<lcDONALD. COUNTY CLERI( w CULBE~COUNTY, TEXAS 

BY 4ne1";t::?~~..-.::.foi'PI 



I ' 

STATE OF ______________________ _ 
(CORPORATION ACKNOWI.EDGMENr) 

COUNTY OF ____________________ __ 

BEFORE ME. the Wldcnip!ed mtbority, OIS this clay penonally appc:3Rd. _____________________________________ _ 

known to me to be the pc:rsoa whose D.3ZDC is subscn"bccl to the fo~zoill& iDsuumcnt, u, _____________________ __,;of . - : -, 

Given under r:rry lwld md seal of otfic: this thc. _____ .cby of __________ __,· 19 __ • 

Nouly PubUc: ill md foe' ________________ _ 

STATE OF ____________________ __ 
(CORPORATION ACKNOWI.EDGMENr) 

COUNTY OF ___________________ _ 

BEFORE ME. the lmdcr'sipcd authority, OD this cby pc:noaally appeared. ____________________________________________ _ 

known to me !Q be the pc:soa whose a.amc is subscn"bcd to the forczoin& instn.zmc11t, u. ____________________ __,;of 

utven under rrry l1and 3Dd sc:s.l of office this thc. _______ cby of __________ __. 19 __ • 

No~ P..1blic: ill and fo r __________ _ 

STATE OF li'/ws (n'ot "DIVIDUAL ACOlO\liLEDGME'l11 

COUNTY OF OJ I , cl.J (L.V\£{ 
Before me. the unde.~igned 3Ut.'toricy, oa this day pc~onally lppe:=d Lee Wa y De Mo 0 r ~ ' Trustee f 0 r .. • 

Pearl Moore Carter • ,,•. • 
lena~ to me !Q be the i)~ons whose names an: subscribed to the forc;oing instnuncnt. and ac:lclowledsed to me tb:u t!lcy accutcd the same for the p~s;! !"d 

consuicra.tion therein CXJli'C3.SCd. * ru p : • 0 0 • 

Given undc: my hand and sc:s.l of office this the ~ 7 '- day of ~A._l.- , . 19 9 ~ • 
( !f/b.. J0() ::{_ ~e__ :·=::-
t= • • • 
Noury ?-.1blic: in llld fo r __________ _ • • •• • 

• 
•••• 

(n'ot"DrviDUAL AClC'<OWLEDGME'-iT) • ••••' 

• •••••• 

Before me, the undersigned authority, on this d:1y p=nally appc~d _____ _;d.==-.~t0J-=-___,'--.... JL.:~=:::...~:.!....::::;:,~· ~:.._...:==---·- • 
lcnown to Ill~ to be the pe.~ons whose names are subsc:ibed to the forc~oing instrumoc, and acbowledged to me that they executed the same for the purposes 311d 

con.sidention therein exprcssed. ~ 4 
Given under my hand 3lld se:s.l ofof!!cc this the day of ~ . 19_9..:.....=3":....---

~~ 
-.--1 / A/,-, /1 

Noury ?-.Jl::lic in md for ___ :__~_::::.::..:""""'......:../ ___ _ 
· · 4~~ · ~o~~~-~ ~~C~w;-~~· 
(R{*~~ \ NOTARY PUBLIC 
1!.• j":i State of Texas 
~J5' Comm. Exp. 1 0-3<>:-,:;,_. 
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EXHIBIT "A" 

ATIACHED TO A.'ID tv1ADE A PART OF THAT CERTAIN OIL A'.. D GAS LEASE DATED JULY 
17, 1998, BY AND BETWEEN LEE WAYNE MOORE, TRUSTEE FOR PEARL MOORE CARTER 
AS LESSOR, Al'-'D CLAY JOHNSON, AS LESSEE, AND COVERING 80 NET N~C:RAL ACRES, 
MORE OR LESS, ALL IN 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 $-LOOper 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 production or a shut-in 
well pursuant to the terms hereof, or Lessee is then engaged in operations on said land or on lands pooled 
therewith, or Lessee has completed a well as a dry hole or shall have commenced a well within 180 days 
prior to the expiration of the primary term hereof, Lessee agrees to commence a continuous drilling 
program on said lands, or on lands pooled therewith, within 180 days after the end of the primary term 
hereof or within 180 days after the completion of drilling operations being conducted on said land, or 
lands pooled therev.·ith. at th~ end of the primary term hereof. whichever is the later date: and thereafter 
carry on the continuous drilling program until all pro ration units have been drilled, allowing not more 
than 180 days to elapse between the completion of one well and the commencement of the next 
succeeding well. Should Lessee fail to commence the continuous drilling program or subsequently default 
in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, 
save and except for the proration units surrounding each well then producing, capable of producing or 
upon which operations are being conducted. The term "proration unit" as used in this paragraph means 
any acreage designated as a drilling unit or production unit in accordance with the rules 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 upo n ""hich the initial 
potential test report is filed with the Railroad Commission of the State of Texas. if a productive well, or 
the date of filing the plugging report with the commission, if a dry hole . Notwithstanding the termination 
of this lease as to a portion of the lands covered hereby. Lessee shall nevertheless continue to have the 
right of ingress to and egress from said land still subject to this lease for purposes described in paragraph 
l hereof. together with easements and rights of way for roads. pipel ines and other facil ities on, over and 
across all of the lands still subject to this lease and for the gathering or transportation of oil and gas 
produced from the retained lands. The sole liability or penalty fo r the failure o f Lessee to drill any well or 
wells required o r permined in this lease shall be the termination or partial term ination of Lessee's rights 
under the lease as provided above . 

In conducting such continuous drilling program. Lessee shall be entitled to accumulate and later use time. 
if any, saved be(VIeen wells. beginning with the second well under this continuous dri lling 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 no t used may be carried forward and added to the period between 
subsequent wells. 

A CERTIFIED COPY 
IF rr BEARS THE SEAL OF THE COU'ffi' Cl~ 
ATTEST / 0 -db - "ft 
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II I AN l)t:~UUHvt:~, LY. 

ACQU ISITICC~~~~\'C)%ER OF THE GENERAL LAND OFFICE 10/21/98 
PARAGON J299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 

the State of Texas for Paid-Up Oil & Gas Lease 

••• • • • • •• 
• ••• • • • •• • 
Clteeking 
•••• • • • •• • 
•• • 

TITAN.R~~~URCES, L.P. 

Lease Bonus 

dated 07/17/98 from the tate ofTexas by Agent 
Pearl Moore Carter, by Lee Wayne Moore, Trustee, 
Lessor, in favor of Clay Johnson, Lessee, covering 
All of Sections 18, 19, 20 & 2 1, 131ock I 00, 
PSL Survey. Cu lberson County, Texas. 

(lo 

ACQUI~ITI~~~W}NER OF TilE GENERAL LAND OFFICE 
• ·~A~GON #299:Lease Bonus 
•••• 

• •••••• . . 

Checking Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 07/17/98 from the tate ofTexas by Agent 
Pearl Moore Carter, by Lee Wayne Moore. Trustee, 
Lessor, in favor of Clay Johnson, Lessee, covering 
All ofSections 18, 19,20 & 21, Block 100. 
PSL Survey, Culberson County, Texas. 

I 0/21 /98 

""2, 160.00 

002678 
2,160.00 

2,160.00 
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GeouaJ Laad Omct 
R.dloqabbmar Act Lu.st Form 
R.e'YUed, September 19'J7 

PAID UP 

On. AND GAS LEASE 

lHlS AGREEMENT is made md entEred ioro this..l.1.._ day of J1 1 J y 19 _qa_. bc:w=D !he StaLe ofT =as. ll:tin& by md throogh its 

ag~~------~Muo~n~t~e~h~e~Y~·--!LUO~C~.------------------~--~~~~~~~-----=~--~~~~~~~--------
--------------------------of 1 6 8 a 1 Add i s an Rd Sn i t e 2 00 
---------------------~~~---~D~a~J~12a~s~·~T~X~~7~5~2~4LA~------~~d~cu 

(G;ve Pcnnmcnt Address) 
bcRin ~(erred to u the owner of the soil (wbctbcr one or more), illld. ___ .l::C;_J~a~yc_..JJua:l.bD..In~.:ss.cnunl-__ ---:---~-::-::-------
-----------------------------~2~0~1~M~i~·~~·v~a~1~1~~S~J~J~j~t~e~R~OuO~-------------~o( 

~idJand T X 7°701 
(Give P=ancnt Address) 

1. GRANTING CLAUSE. For md io cccsidcnlioo of the mxlunts .st:ltCd below md o(the covenmts md acrec=ts to be paid.lcc;7t and pcr(onncd by 
L=tc under !his IQSC. the Stall: ofTc::as actin& by md through the owner of the soiL bctcby p-mts. ]QSCS md letS UIUO Lcs:see. !Dr tbc sole and only purpose o( 

prospcctinc md dn11ing for and producizl& oil md ps. Iayinc pipe Iiocs.. buildin& Wilts, s=rUJc oil md builcful& power swions. !dcpbooc 11ncs and o!ha .suuanra 
then:on, to produce, szve, take c::~R o' = md tn~~Sp<Xt said productS of the Ie:ue, the foUowinc Iaads s~ in Cu 1 be rson Counry, Stuc 
o( T c:us, to-wit: S 

Block 100, Public School. Land urvey 

Section 18: All 
Section 19: All 
Section 20: All 
Section 21: All 

conuinin.,.c---'_2....._.,'-'5"""6'-"0.._ __ ac:c:s., men: or less. The bonu:s considc=.tioo paid for this I= is as follows: 

••• . . . • •• 
•••• • • • •• • 
• 

TotheS~ofT~=--~S~e~v~e~n~t~e~e~n~Tuh~o~u~s~a~n~d~TLw~o-JH~u~n~d~r~e~d~~Eui~g~h~t~y~a~n~dLJN~o~/~1~0~0~~~--
Doii~ (S 17,280 ~ 00 ) 

To!.hcownaofthcsoil: Seventeen Thousand Two Hund r ed Eighty and No/100---
Dollars (S 1 7. 280 00 

Totllbonuscoasidcr.Woo: T1iirty-four Thousand Five Hundred Sixty and No/100 -
Dollars (S 34 , 560 I 00 ) 

••• • 
~~t:J bonus consideration paid represents a bonus o(,-:-::-------..F~i,f-;:;t:?y,-__ f _o_u __ r-:-a __ n _d __ N __ o....:./--.:1 -:;0~0,-__ - _-_-__ -_-_-__ -_-_-__ -_-_-__ -_-_-

• • • Do !Jars (S 54 I 0 0 } per =-e, oo 6 4 0 net aca.. 

• •• 
• 2. TER.\-t Subject to !be other provisions in this Ie:uc .• this lc:uc sh:lllllc fora. term of F j ve ( 5 ) years from this d.uc 

Chu'siil Q!Ied 'primary term) and as long thauftcr ;u oil and gJ.S, or either of them, is produc:d in paying quantities from said Iilii d. 
~~ io this ICJ.Se, the~ ' produced in payinc quantities" mc:ms ~the receipts from the sale or other authoriud conunc:rc:iai usc of the subsunc:.e(s) ccvc:d 
cxc e ed.out of ~ct opcntional cxpen.se:s for the six m.o n!h.s I ast past. 

*Se~·~ibit "A" attached for Pd-U Rental Provision shown as 

·7"':'-:---~---------;:::,....,... ________ -' or it.s suc=.sors (which shall continue J.S the depository regJ.Cd.ICSl of cs in the ownership of 
U ... 'li::H"l'~r-~lCE OF THE STATE Of 
Shall cover the privilege of deicrring 

:unount.s: 

In a like manner a.nd upon like . :1t.s or tcndm ;)JUIUally, the commencement of J well may be fUrther de!'cmd fo r suc:c.. eriods of one {I) yell' e:~c:h durin: 
the prim;uy term. All nt.s or tcnder1 of ~ntal to the owner of the soil may b< made by chcclc: or sight dnft of Lessee, or m y ass1 ~ of this !eJ.Se, illld may .be 
delive~d on ~the rental paying da.tc. If the bank designated in this pangraph (or irs suc=r bank) should ccJ.Se to cxlst. suspc:1d · ss, liquidate. f;ul or 

ed by another bank, or for any reason f:UI or ~fuse to acc:pt renul, Lc.ssce sbaJl cot be held in default fo r failure to cn.alc:e such payments o del'1 of . . ' . 



.. 

. 4.. . PRODUCTION ~C?Y ALTIES. Upon production of oil andloc p.s. ~e ~es to pay or c:ause to be paid one-hal( (112) of the royalty 
provtded for tn this lease to the Corrurusstoner of the General Land Offi~ of the Swe of Texas, ill Austin, Texas, and one-ha.lf(l/2) ofsuc.!l ro~ty to the owner £ 
!hero~ 0 

(A) O!L Royalty ;~~te oa oil, whit.~ is defined as includin& 3l1 hydroc:llboa.s produ~d in a liquid form at the m.outh of the weU and Jlso as ~I 
condensate, distillate, :111d other liquid bydro<:albons ~vered from oil or &as run throuz,b a separator or other equipment, as hereinafter provid«:(f. shall be 

3 ,I 1 6 patt of the gross production or the market v~DC thcreo~ at the option of the owner of the soil or the Commissioner of the 
General Ulld Office. su~ v~ue to be dctamined by I) the !Ugbcst ~d price, plus premium, if my, offered or paid for oil, c:ondens;nc. distillate, or other liquid 
hydrocarbons, re:spcaively, of a lilce type ;md gravity in the ~C~er.al ~ wbcre produ~d ;md when run, or 2) the highest tn:1tUt price thc:reof offe:Rd or paid in the 
gencr.U area when: produ~d and when run, or 3) the z;ross proc:c=1s of the sale thueo~ whichever is the grc3LCT. Less=~ that before my gas produced &om tbc 
IC35Cd pr=Usc.s is sold, used or pi'OCI:SSCd in a plant, it will be run free of cost to the roy~ty owncn through an adequate oil md &as separ.w>r of c:oaventiooal type. 
other equipment at lust as effic:icnc, so tha ~~liquid hydrocarbons re:c:ovc:nblc: !rom the: ps by sucll means will be~ The requi.re:mcnt that such ps be nm or 
through a scpar.uor or other equipment auy be wa.ivc:d in writin& by the: royalty ownc:n upon S\10 te:tms and c:oaditions as they prescribe.. 

(B) NON PROCESSED CiAS. Royalty oa any ps (Indudin& !bred &as), whic::h is defined as ~I hydroarbons md ga.scoas substaac.es cot dc!ined 
as oil in subpanct3Pb (A) above, produc.ed from atrJ well oa said W3d (except as provided bcrc:ia with respect to p.s ~din a plant for cbc c::anc:tioa of 
psoline, liquid bydroc.3rbons or other produ.ca) shall be 3 /1 6 part ofcbc z;ross produ~...ion or the rnari:ct value thc::-co~ ll the optioo oftbc 
owner of the soil or cbc Commissioner of !he Gcncnl Land Offic:.:, sucll value to be based oa the: highest lnMXet price paid or offered for :as of campanble quality ia 
the gcncnl area wbc:re produced aad wbea run, or the z;ross pri~ paid or offered to the producer, whichever is !he great.c:r; provided that the mzximum pr=urc base 
in mc.uuring the ps under Ibis lc:asc s.l:u.JI oot at my time exccc:d 14.6.5 pounds per square inch <absolute., lind tbc: stllndard base tcnpcnrun: shall be sixty (60) 
dcgrec3 Fahrenheit, c:om:ctioa to be made fo r pressure according to Boyle's Law, and for spct:itic ~ty acarnliag to tests m.a.dc: by the: B.ala.a~ Method or by cbc 
most 3pproved method oftcstin& being used by the industty iU the: time oftcstinc-

(C) PROCESseD GAS. Royalty on any ps processed in a g:uolinc plant or other ;~I ant for the recovery of gasoline or othc:r liquid lry~ 
shall be 3/1 6 part of the residue gas and the liquid hydrocarbons ~..c:d or the: matlcct value thereof. at the option of the: 
owner of the: soil or the: Commissioner of the: Gcnc:::a.l Land Offi=. All royalties due herein shall be based on one hundred pc=t (I 00%) of the total plant 
pro4uction ofn::.s iduc: gas aaribut:lble tops produ~d from this lc::uc, and on ftfty per=t (50%), or tbat percent accruing to~~ whichever is the greaLcr, of the 
tot.:l.l plant production of liquid hydroc3rbons 3llribut:lblc to the ga.s produ~d from this lc::ue~ provided that if liquid hydro~oons Jre recovered from gas proc::ssed 
in a plant in wbicll Lessee (or its parent. subsidiary or ilffiliatc) owns :m in~-est, th.c:n the p=ntagc 3pplic::l.blc: to liquid bydro~ns shall be fifty pcrc=nt (Soe/o) or 
the highest pcrc.:nt 3C-'""1ling to a th.ird party proc=ing g:u through suc.'l ;:~lant under a pro=sing :~gre=~ent aegoriaD:d iU =n's leng<.h (or if there is no su.c!l third 
patty, the: high~ ::-crc--nt then bein~ spec:illc:.d in proc:ssing ~cnts or CQn~..s in the industry), whie.'lc:ver is the :rc=. The: =Pectivc: royalties on residue ps 
and oo liquid hya.:cc:1tbons shall be de:cnnined by 1) the hig.l)cst ma..rlcct pri~ pa.id or offe;·ed for any ps (or liquid hydroe:lrl:ons) ofcompar.Lblc: qll3lity in the 
icncnl area. or 2) the p-ass pri~ paid or o frc:red for such re:sidce g.15 (or lbc weisJlt.ed :rve:-J.ge gross selling pric:: for the: respective: grades ofliquid bydroc;ubons), 
whie.'lc:ver is the ~r. In no event. however, shall the royalties payable under this p~h be less than !be royalties whic.'l would have be= due 1=1 tlle g:u not 
becnp=ed.. 

(D) OTHER ?ROOt:CTS. Royalty on =-boa black, sulphur or :111y other produc::s produ~d or manufacnued from g:u {exc:pting liquid bydroaub~ 
whether said gas be "1:3Singhcad.. • "dry: or :lnY other g:u, by fr=:.ionating. bumin; or :111y other ;mJ=s.sing shall be . 3 I 1 5 °put

0

aitbc 
:ross production of such produc:!:S. or the: market value thereo(, :u the o ption of the owner of the soil o r the CAaunis.sioncr o( the Gcne:a.l Land Office, suc!! Nikat 
v:Liue !O be determined as follows: I) on the basis of the highest market pric:e of e:v:.!l produc: for the same month in whic!t sue!! produc: is produc:d. or 11orf~s • 
basis of the avenge gross sale: pri~ of ~'l product fo r the same mont..'l in which suc:b jlroduct.s are prod~d; whichever is the grc=. 0 

•••• 
S. MIMMUM ROYAL IT. During any year after the expiration of the primary c= o f this le:ue, if this lease: is mainuined !Jy jlroduction, the tO~t\d 

pa.id under this le:uc in no event shall be less than aa :unount equal to the: total annu:LI delay rental he:-:: in provided; otherwise. there sh.ail be due: :111d payable on or 
before the last day of the month succ.:.cdin~ the: annivc::sary date of this I case: a sum equal to tbc: total iDUlual rent3llcs.s the: amount of royalties paid durin' ~co 

0 
• • 

prcc.:ding ye:u. If P:lragr.lph 3 of this I case docs not specify a de: lay rental :unount, then for the purposes o f this p~ph. the de lay n:::11al :unount shall be"o1le 
0 

dollar {SI.OO) per acre:.. • 
•••• • • 

6. ROYAL IT lN l<Dro. Notwithstanding :111y othc:~ provis ioa in this I case, ill my time: o r from time to time, the: owner of the: sci! or the Commis!iel!~ 
of the General L3nd Offi~ may, iU the option o f eithc , upon not less than sixty {60} d:lys aoti~ to the holder of the lease, require tha..t the payment of any ~:J,ti~. 
ac::::uing to such royalty owner under this !case be made: in lcind.. The o wner of the: soil's or the: Commissioner of the C-ene:-all....:lnd om~·s right to t:lke its rooy:llty~n 
lcind slull not diminish or oega..tc the: o wner of the: soil's or the Commissioner of the Genc:ral l.md Offi~'s rights or Lessee's oblig:uions., whether express or implied. 
under this IC3Se. 

7. NO DEDUCTIONS. Lessee J.grees tha..t J.ll royalties a.c:c:\ling under this I case (including those paid in kind) shall be without <!e duction for the cost o f 
producing. gathering, storing. SCjl~g. trnting. dcbydraring, compre:s.sing. processing, trnn.sporting. and olhc:rwisc making the: oil, gas and o ther products · 
hereunder re:ldy for sale or usc:. Les.sce agrees to compute: md pay royalties on the: ifOSS value rec.:!ved, includ.lng any re!mbursemc:nts for scvc:r:lll~ uxc:s and 
production re la..tc:d costs. 

8. PLANr FUEL A."lD RECYCLED GAS. No royalty shall be payable on any gas as may represent this IC3Se's proportioo.a..te share of m y fuel used to . 
process gas produc:d hereunder in any proc:ssing pl:ltlL ~otwithst.:lnding :ltlY other provisioa of this le:ue. and subject to the writtm con.se:lt of the ownc:r ofth~ sotl 
:llld the: Commissioner o f the Gc:lenl L:111d Offi~. W5e: may recycle g:u for glS lift purposes on t.lte lc::ucd prc::nises or for injection into :111y oil or g:u productng 
fonn~:on un<!erlying the le :ucd premises l.fter the: liquid hydro~bons conuinc:d in the: g:u have bc:::t remo ved; no royalties shall be payable: on the recycled g:u 
until it is produced and sold or used by Les.sc:: in l manner whic!t entitles !be: royalty owners to a royalty under this lease. 

9. ROYAlTY PA ~!.EYTS A."lD RE?ORTS. All royalties not talcen in kind shall be paid to the Co mmissioner oithe General Ulld Office 3.1 Austin, 

Tex:u. in the following manner. 

P1yment o f royalty on produdon of oil :ltld a:u shall be as provided in the: rules se: fo rth in the Te::cas Register. Rules cu.m::ttly provide that royalty .on oil is due: 
and must be rec:ive d in the General L:lnd Offi~ on or bc:!"on:: the: Sth day of the seccnd month succ..."'Cding the month o iproduction, and royalty on g:u IS due. md the 
must be received in the Genenl L.md Offi~ on or beiore the: t 5th day o f the ~cond month suc~:ding the month of production, accompanied by the lffi~avtt ~: f 
owner mana.g:r or other :~uthoriz•d J.gent, comp lc: !ed in the form :111d manner prc:sc:ibed by the: General Lmd Offi~ :111d showing the gross amount llld d lspostll~~ 0 

all oi l ~d gas produced llld the ~arlcet value: of the oil and g:u. together with l copy o f all docume:Hs, records or repo rtS con firming the gross production. dispostu on 



and market value _incJudin& ps meter rc&dings. pipeline: receipts, p.s line ~ceipts and other cbccl::s or mcmoraDda of amount P"ldua:d and ~ut into pipelines, tanJcs. 
or pools and cas hnes or ps storaae. and any other ~ports or records whic.h the Gc:ucnl Ucd Office may require 10 verify the p-ass produc:uon., disposition and 

' marlc« val_uc.. In all cases the authority of a ~ or qml 10 -=t for !be ~ bcrein must be filed iD the GcncnJ Lmd Office.. Each royalty paytD.ent s!WI be 
a.ccompanaed by a check stll.b. sdlcdulc, summary or ocha- remittance &dvice sbowiD& by the assip~Cd Gc:z1cn1 L.md Office lease number the amount of royalty be. 
paid one~ lease. _It Lessee pays his roy;a.lty oo or befon: thirty (30) days a&r die royalty p8)'tDCDtwu due, tbcD Lc:sscc ~a penalty ofS% on the: royalty or !DC 
S25.CO, whac:hcvc: LS creater. A royalty p.ymc:nt which iJ ova-thirty (30) cay, !arc shall accrue a pcaaJty of 1o-~ of the royalty due or $25.00 whlcllcvcr is~ 
In addition 10 a penalty, royalties shall acaue iatc=t 31 a rare of l~h per yur; .suc.h in='cst will bqia ac:auiu& whca tbc royalty is sixty (60) days o'I'Crlhx. • 
A!fi~vits and supportinc doeumcnts wbich ar-e oot tiled wbcD due shalJ incur a penalty iD m anoaat set by tbc Gcncnl Land Office ~rule ll'h.icb is 
etfec:tJve on the~ whca the: affidzvits or wpportinc do=nts wen: due. 111c Lcs:sec shaJ.I bur ;d) rcspoasibility for payinc or =sine roy;a.ltics 10 be paid as 
p~bed by the due dare provided hcn:in.. hymcm of the dcli.Dqac:ncy penalty siWl ill oo wzy opcr.m; 10 proh.ibit the State's ri~ of forfcitnre as provided by Jr.. 
nor actiO postpone tbc dare on wbitb roy;a.ltics wen: ori(imlly due. 'The above penalty pravi.sioo:s shall oot apply in c:ascs of tide dispute as to the Swo ponioa of 
the roy:alty or to tful portion of !be royalty in dispwz: as to fair IIUIUt value. 

10. (A) RESERVES, CONTRACT'S AND O'niER RECORDS. Lessee shall armual.ly ftzmi.sh !be Commissiona- oftbc Gc:lcnl Land Office llrilb 
its best possible cstimat.c of oil and ps n:saves ~mdcrlyiac this lease or allocable to tlU.s lc:uc and shall Nraish said Comm.i.ssiona- with copies of Ul contncu lllldc:r 
which p.s is sold or proces.Kd and aU .subsequent~ and amendments 10 .sucb c:otm"XU withio thirty (30) days aft.cr cnterin& into or m.akinc SIICb coatrxt:s, 
agrccmcnts or liiDCidmcnts. Such contrxts md a;crcc:uiCDtS wbcn rcecivcd by the Gcncnl Lmd Office shall be bcld in c:on.ficlclSCC by tbc Gcncn1 L.md Of!icc unless 
otherwise authoriz:d by Lessee. All otba ccmrac::s and records pc:Qininc tD tbc pnxfuctioa. tnDsporwion.. sale and m.vXc:ting of !be oil md p.s prodw:ed oa said 
s=miscs, iacludinl the boola~ aa:owu::s, receipts and disehaz'les of all wcll.s..l31:1lo. pools.lllodl:n. and pipelines shall • aD times be subject to in.spection and 
c::uminaloa by the Commissioner of the Gcnc:n1 ~d Officx, the Atb:lmcy Gcncnl. the GoY'CniOI', or tbc rcpi'CSCQt:l.tive of any oftbcm. . 

(B) PER.\il'TS, DRII..LING RECORDS. Wrincn oodce of all opct'3lloas pc this IC:JSC shall be submiucd to the Comrai.s.siona of the <icDcnJ 
L.vld Office by La:sce or opcnr.oc five (S) d.zys before spod d.atc. 'MXicover. re-entry, tcDpo=Y abandonmcat or pluc and abandoMlClt o( my well or wells. Sue 
wriiiCTI ootice 10 the GcncraJ Land Office sh311 include copies ofR..ill.road Commission forms for application to drilL Copies ofwcll tests, complttioo lq)OrtS 111d 
plug:inc reports shall be supplied 10 !he Gcncn1 Lind Office at the: time they arc tiled with the Texas !Uilroad Commi.ss.ioa. All applications, permits_ repon:s or 
otha tiline;s that refuen~ this lease or any spceitic well oa the leased pra-ni.ses md that are .submit!UJ 10 the Tau lui1road Commission or my other coven:zmentaJ 
qency sh.all include !be word "Stllc" in the title.. Additio113.1ly, in ~rdance with IUil.road Commission rules. any si~ on the lca.scd pr=isc.s for the purpose of 
ide.ru.ifyinc wells. tank baa.cries or otba-~d improvements to the lmld must also include the word "Stall:. • L::ss= shall supply the Gc=ral Lmd Offiu wilh 
any =rd.s. memoranda, ICO:luats, reports, amiae;s aad cores, or other informarion relative 10 the operatioo of !be a.bovc-<icscribcd pn:miscs. which may be 
n:qucsted by the Gcnc:ra.l Land Offic:.c. in a.cUfition to those hcn:in c:xprcssly provided for. L::ss= shall !uve m clectticll mdlor ndioaaivity survey made 011 tbc 
bore-hole ~tion. from !be base oftbc surface casin& 10 the toCIJ depth of well, of all wells drilled on the above described prcm.i.scs and shall t:1"31\Smit a IIUe copy of 
the Joe of e3oCh survey on c:al:h well to the Gcnc:n1 Lind Office witbia fi&al (IS) days ntcr the :nakin~ of said survey. 

(q PENAL TIES. Lessee shall incur a penalty whcncva reports, documc::u:s or odla materials are oot filed in !be C-=c:U Lmd Office when 
due. 1l1c penalty for late tiline shaLl be set by the General Lmd Office adminislrarivc rule whic!l is efftctivc: on !be: dan: wb= the m.atcrials were due in !be Gc:u:r:ll 
L.vld Office. 

II . DRY HOLE/CESSATION OF PRODUCTION Dt.'RlNG PRJMARY~\-t U: durin& the primary t.em1 hcr=fand prior to disalvery aad produaion 
of. oil aregas on said land. L::ssce should drill a dry hole or holes thereon. or if during the prinw'y tam hcn:ofand :Uta the discovery and a.c:ua1 production of oil or 
gas~ !he leased pn:misc.s such production thereof should ce= D:om any =. this lc:t.Se shall not trnninatc if oo or before the cxpir.uion of sixty (60) day' from 
d~ "' iOmpletion of said d.ry hole or c.cssa.tioa of production I.e= commences 3dcfitio113.1 drilling or rcwortin& opcr.Wons thereo~ or pays o r tenders the nc:a 
atfrv.¢ d(lay rental in the s.:une manner as provided ia this lc:ISC.. U: during the last yc:ar of the primary t.em1 or wiUUa 'ixty (60) days prior thcrctc. a dry hole be 
completed and abandoned. or the produ.c-.ioa of oil or p.s should ce:ue for any c::l~Ue. Lcsscc's ri~ shaLl retl'l3in in !WI fon::: and effect without fiutha opc:ratioas 
un~~th; expiruion of the primary term; and ifL=ee has nol n:sumcd produaion in paying qumtitic.s a1 the cxpiruion of the primary t=n, Lcsscc may maincin !bi.s 
I~ ;yconducting additional drilling or I"C"NOrldng opcruions puzsuant tD P~b 13, using the c:cpintion of the primary t.cnn u the date o f c:essarion of 
P~~cti~n under ?ar.lgnph 13. Should the fizn well or any subsequent well drilled on tbc Jbove dcsc:n'bcd land be completed as a shut·in oil or gas well within the 
pnmary1crm hcrcot: L.cs.sc:e may rcume payment oftbc annual r=w in the same: manner as provided bacin on or before the rcnt:U paying d3Lc following the 
expinMn of sixty (60) days li"om the date of completion of such shut-in oil or g:u well md upon the failure 10 make suc."a payment, this lc:= shall ipso fa.c:ID 

te~inatc. If at the cxpir.nion of the primary term or any time th=ft.c:r a shut-in o il or gas well is loe.ned on the IClSed ;nemisc:3. p3)'tllmts may be mlldc ia 
~~ce with the shut-in provisions be=)( 
•••• 

• • • • • ! 12. DRll..UNG A.'ID R.EWOR...'<.ING AT EXP!RA TION OF PRL"vtAR Y TE..\-t U: at tlle c:xpir.llion of the primary term, neither oil nor gas is be in' 
pi'Oduud on s:Ud land. but L::ssce is then engaged in drilling or rcworlting opcr:uions macon. this le:ue shall =ain in force so long as opcntioas on said well or for 
drilling or n:workin& of:lny additional well are prosecuted in good faith and in-woriananlilce m.anncrwithout iotc."TUptions !Duling more than sixty (60) days during 
any one such opc:nrion. and if they =ult in !be production of oil and/or gas. so long thc:rc:J.t't.cr as oil and/or g:u is produced in p:rying quantities from said land. or 
payment of shut· in oil or ps well roy31ties or compc:nsatOry roy31ties is made :u provided in this le:ue. 

IJ . CESSATION. DRllliNG. A.'ID REWORKING. U: after the expiration of the primary tmn. produaion of oil or gas from the leased premises. litu 
once obtained, should cease Crom any c:1usc.. this lc::lSe sball nol tc:nninau: ifl.e.ssce commences additional drilling or rcworicing opc:ntions within sixty (60) days 
after suc:h c:e.ss;~tion. and this lease shall remain in full force and etfect for so long as such opcr.uions continue in good f:U th and in worlcman.Jilc.c =r without 
interruptions touling mon: !ban sixty (60) cbys. If suc."a drilling or reworkini oper.u:ions result in the: production of oil or gllS.. the lc:ue sh;lll ~:nain in !WI fore: md 
effect fo r so long as oil or gas is produced from !be le:ued prcnises in pzyinc quantities or payment of shut-in oil or g:u well roy;llties or payment of compcnsa.t.OI'Y 
royalties is made as provided hen:in or as provided by law. If the drilling or rcworicing opcr.uions rc:.sull in the completion of a well as a dry hole. the le:ue wall not 
tcnnimuc: if the l:5.5c-: commences additional drilling or reworking opaations with ill sixty (60) days al'..cr the completion of t.hc well as a dry hole, and this le3Se 
sh;llt remain in etrcct so long :u L=ee continues drilling or reworking o per.u:ions in good f:Utb and in a worlcmanlike rn=c:r without intcmJptions tot.aling more 
than sixty (60) <hys. Lessee shall give wriacn noti~ 10 the Gcner.U l..:lnd Office within thirty (30) days of any c:5.5ation o f production. 

14. SHUT·IN ROY ALTlES. For purposes of this pangrapll.. •well" mell\S any well that bas be:n assigned a we ll number by the s tate agenc:y ~av~g 
jurisdiction over ihc production of oil and glU. If. at any time :lfter t.he expiration of the prim;!ry term of il le:ue that. until being shut in, was being mainwncd .111 

force and effect,~ well c :~pable of producing o il or g115 in paying quantitie$ is loc:w:d oo the leased prc:nises. but oil or g:u i.s not being produced fo r lack of sullllble 
production f:~cilities or lack o f a suitable marlcet. then Lessee m:~y pay as a shut· in oil or glU roy3lty m Jmount equal to double: the annual rent.al provided in the 
le:uc. but not les.s than S 1.200 a ye'J.l fo r e3ch well c apable of producing o il o r g:u in paying quantities.. 1! P~h 3 of this le :ue dtlee~~~i'ttJel3y ~nt:ll 
unount. then for the purposes o f this pi1r3gnph. the del3y rental 3mOunt shall be one doii 'J.l (SI.OO) p<r ac:e. To ~e 'ltfF~~P,fE~ilii~~ royalty 
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. . 

must be paid on or before: (1) the cxpintioa of !be primary term, (2) 60 <Ia)" ~ tbc Lc:ssce ecasc:s to produce oil or cas from the leased prem.iscs, or (3) 60 days 
after Lc3s.ee completes a drillin& or reworkin& opention i.a accorcW!a: with l.be leaK provilioas; whicbevu date is latest. Such payment shall be IIW1c ooc-haJr 

112 
to the C~mmissioncr of the Gcncnl Lmd Offic: znd ooc-balf(l/2) to the owner of the soiL If !be shut-i.a oil or~ 1'0)'3Jty is paid. the lease shall be considered~~ 
a prod~cu11 lease and tbe payment shall c::xtend the tenD of the lease !or a period of one ye:sr from tbc end ofcbc pnmary tcm1. or from !he tim day of the month . 
follow me the mooth in wbich production~ and. aAc:r !bar. if no suitable production facilities or suitable aurlcet for the oil or ca:s exists, Lessee IN}' extend the · 
le~ fo r four more suc=ive periods of one (1) yar by payinc l.be same amount each~ oo oc 'bcfure rbc apintion of c.x.b shut- in year. 

. . IS. <::OMPEN~TORY ROYALTIES. I( durin& the period l.be lezc is kept in effect by ~of the shut-_in oiJ or p.s royal~, oil or p.s is sold and 
dehv~d ~ pa~c quantuJes &om a wcll loc:ated wilhiD ooc tbousand (1,000) ti:ct oftbc !used pr=wes and completed 1.0 !be same producmc reservoir, or iD C)' . . 

= Ill whu:~ drain~ is oecuninc, !be ri&ht to continue to m.ainWll the lease by~~ tbc shut-in oil oc ps royalty shall a::s.se, but tbc lease sh.alll"ettlalta em:=m:· · . . 
for l.be rem.amdcr oftbc year fer whic:.!l cbc ro~ty bas bccD paid. The U:ssec as.ay rnaintoUII cbc lease for !our r:nore su=sivc y~ by L=ce P-rin& co~ · 
royalty _u tbe ~y~ty niC provided i.a rbc lase of !be IDMicet va.lue of production from cbc wen cwsin& tbe ~ orwhlch is c:ornpletrd in tbc same J)t'Oduc:in& 
reservoa.r 31'1d w1tbin o ne tbo=d (1,000) fed of the leased prcmisc:s. The compensatory royalty is to be p&ld moolhly, onc-h.aJf ( l/2) to the Commissioner of the 
Gcnen! Llnd Offic: and o ne-half ( 112) to the owner of the soil. bqilminc on oc before the last day of the month foUowinc tbc month in wbicb the oil or p.s is 
produced !rom the wdl causin& tbc dnin:a&e oc tb3l is comple.t=f ill tbe same produci1l& r=voir atld locmd witb.ln one tboasand (1.000) t'ect of the teased~ 
I f the compcnsacory royalty paid in _., 12-11101Uh period is i.a an amount less tbM the mnua1 shm-in oil oc ps royalty, Lessee s!WI pay m amouat equal to tbc 
diifuenu within tbirty {30) days 5-om tbe end of !be 12-ii!OD.lb period. Olmpc:n.satoty royalty paymcms which are DOt timely paid will X::rlle penalty and ill~ a, 
accordanu with P~b 9 of this lase. None oftbc:s.e provisions will rdicvc l.esSC'C of the obliptioa ofrasocable development aor the obliptioa to drill olrsc! 
welb u provided in Texas Narural Rc:so~ Code 52.173; boweYCt, u tbc detcmirw:ioa of the CQmmissioncr, znd with the Coaunissioncts wriaen approval, lhc 
~ymen1 of compensatOry royalties c:;m satisfy !be obliptioo to driD offs~t wells.. . 

16. RETAINED ACREAGE. Notwilhstandin& my provision of this lease ID the cooaary, attcr a well producing or capable of producing oil or gas has 
been completed o n the leased premises. L=e shall exercise the dil iga~ce of a reasonably prudent opcntor iD drillin& such additional wcU or wells u may be 
n=onably nc=ary fu r !he proper dC"F'Ciopmc:llt ofl.be le3.Std praoisc:s md in m.atketin& tbc production thereon. 

(A) VERTICAL [a the ~ot !his I= is in !ore: and etrc:t t'WQ (2) yC3TS a&r tbc a;:ir.Woo eWe of tbc primary or c:xtmdc:4 tenD it shall l.bcn 1etminazz: 
;u to all oftbc lc:ucd premises, EXCEPT (1) 40 aacs surroundin& C3f:.!l oil -;veil c.1pable of prodw:~~ in~~ qumtitics and 320 ac:"CS surrounding each ps '«ll 
capable of producing in paying q1131ltities (meludin& a shut·i.a oil or ga:s weU a:s provided in Pvagnpb 14 hereof). oc a weU upon which Lessee is then cnpged in 
continuous drilling or rcworic:ing opc=.tions, or (2) the number ofx:-es i.acluded in a producing pooled unit pursuant to Texas N3!Ural Resources Code S2.1Sl-
S2. l SJ, or (3) such grc:u.er or lesser number of= u may then be alloc::w:d for production purposes to a proration unit for c::u:.h sue:.'! producing well under tbe rules 
and regul:uions of the Railroad Commissjon of Tc:x.u. or arry suc-..cssor J.tency, or other governztlClUJ :wlhority having j urisdiction. If 3l any time ilftu the dfective 
date of lhc partial termination provisions bcreot: the 3pplic::Wie field rules i1rC c:hanged or l.be :well or wells l=d !.bacon a:rc reclassified so that less ac:rc~e is 
l.be:e:Ukr alloc::ued to said well or we lls for production purposes. this leze shall thcreupoo tetmin= as ID all ~e not th=i'tcr :!.llo=d ID s.aid well or wells for 
production pull)O~ Notwithst::l.oding the termination of this IC3Se as to 3 portion of the lands cov=:d hereby. 1.=: shalllle'Venhclc:ss con1inue to have !he righ1 of 
ingres.1 to llld egress from l.be lands still subjec: to this le:1Se for :Ill p~scs dc:saibed in ?ar.lgr.1;:b 1 bem>f; toge:hc:r with easements and rights-<lf-way for existing; 
roads, existing ;1ipclines 311d other existing facilities on. over llld acoss ;all the laods ~-ibcd i.a ?l.t':lgnph I h=C rme re::Uned lands"), for ac=s to and from the 
retained lands :~t~d for the gathering or tnnsporutioo of o il, gu md other minenls produc::d from U:e re!:lincd l31'1ds. • • • 

• • • •• • 
(B) HORIZONTAL In the eve:1t this fQ.Sc is i.a force and dfcc:t twO (2) yc:us after the :r,lir.WOn date of !he prim.uy or extended t= it shall~ • 

te:minate :u to all deplhs below 100 Ce-..: below the total c!cpth drilled (hereina&r "deeper depths") in C3Cb weU loe=d oa a=gc retained in ?:=gr.1ph 1 6o(~. • • 
above, unless on or before IWO (2) ye:us after the primary or c::xtc:lded term L=ce pays an an1ount :qual to one-balf (112) of the· boniU origiDaJJy paid lS • • 

consicfcr.uion fo r this le:lSe (:u specified on page 1 hacof). lC suc:.!l Jlllount is p.Ud. this lase shall be in force and cffc::t ;u to sucll de: per depths. 31'1d said 
lcrrnin:uion shall be de laye d for an additional period of IWO (2) ye:us md so long thereafter as oil o r ps is produced ia ;1aying quantities from such de epa cf4~ • • 
cov~d by this lease. • • • 

• •• • • • 
(C) IDENTIFICATION AND F!UNG. The SUI'fac: =gc re::Uned hereunder as 10 ~ weU sh3ll, ;u nc=ly as pr.1ctiCLI. be in the fonn of 3 sql.!lfe wl!b 

the well loc::ucd in the cen1er thereof; or sucl! ol.bc.r slupe as may be approved by the Corrunis.sioner o f the General L3nd Offi~ Within thirty (30) clay! aft.c:r pantal 
terr.1inauon o ft.'! is le3.Se 3.S provided ha:::n. 1.=: shall execute md m:ord a rele3.St o r re!e:lSes containing a satisfac:.ory lcg:U dcsc::'Tptioo of the a=Jge 311dlet- • • • 
de;::lhs no1 retained hereunder. The recorde d rele3.Se.. or 3 c:::rtificd C.OP')' of same. shall be filed in the Gcner.U Llnd Offic::, accompanied by the filing fee pres•cti!Ndo 
by the General Land Offi~ rules in cffec: on the c!:u.e the rele3.Se is filed. If Lessee f.Uis or refuses :.o execu1e md re~rd such reiC:ISc or rc!Q.Ses within ninel)6 (90) • 
days ilftc:r being requested to do so by the C-c:1eral L3nd Offi~ then the Commissioner~ bis sole disc=tion may dcsignau: by written ins:rumc:nt the ~!!~~~.t 
dc;Jihs to be re!C:ISed hereunder and ~rd such instrumcnta.t !.es.sc:'s apense in l.be counry or counees whC'l: the !e~ is loc:ned and in the official reeord.s of the 
Galen! L3nd Offic::: md such designation shall be binding upon L=c: for :Ill purposes. 

17. OFFSET WELLS. Ncithc the bonus. delay rentals. nor roy3lties p.Ud. or to be paid. under l.bis le3.Sc shall relieve L:sse: of his obliptioo to pro~ 
the oil and gas unde r the above-described land from bcing dr.lincd. L~ subl=c. receiver or other agen1 i.a corurol of the lc::tSed p~cs shall drill as =Y 
wells lS the factS may j ustify md shall usc 3ppropri:u.e melllS a.nd drill to a de pth ne=sa.ry to prevent undue drainage of oil :~t~d g:IS &om the l=cd prem.ises . . In 
addition. if oil and/or ga.s should be produ~d in eomtnereial quantities within 1,000 feet of the le:1Scd premises, or ill any c:lSe "Nhcn: the le:1Scd premis.es LS bem& 
dr.Uncd by produc::ioa o f oil or :as. the L:ssee, subleslc:e, receiver or other 1gcnt in control of the le:1Sed premises shall in good fai th be gin the drilling of a well or. 
wel ls upon the le:1.Sed premises within 100 days after the dn.ining well or wells or the wcU or wells completed within 1,000 fe ::t of the le:J.Scd premises sun produc:ng 
in C<Jmmereial quantities and shall pros~..ne suc!l drilling wil.b dilige:sc:. Failure to S3tisfy the surutory offsc1 obligation m3y subject this le3.Se 31'1d the owner of the 
soil 's agency rights to forfe iture. Only upon the dc tennirution of the Commissioner o f the General L:lnd Offic::: and wit.'l his writt.e:~ Jpproval may the payment of 
compensatory royalty under applicable st:uulory parameteTS S3tisfy the oblig:uion to drilllll offset w:JI or wells required under this pacag:-;1ph. 

18. FORCE MAJEURE. If, ill'..er a good faith ~ffort. L:ss~ is prevented !rom complying with any cxpr:s.s or implied covc:~ant o f this le3SC. from 
conduc:ing drilling operations on the le:1.Sed premises, or &om producing oil or g:IS from the lc3.Sed pre:nises by reuon of war, rebellion, riots, strilces. :u::.s of God, 0~ 
any valid order. rule or regul01tion of gove~mcnl :~utho riry , then while so prevented, lessee's obligltion to comply w ith suc!l covenant sh:UI be suspended a.nd Less c. 
sha.l I not be liable for damages for fail ur.: :o comply w ith such covenants; ldditionally, this !cue shall be extended while ~ssce is prevented, by any such owe. 
fro m conducting drilling md reworking o perations or from producing oil or gas &om the lelSed premises. However, nothing in this peragr-3ph shall suspc~d the .

1 paymcnl of delay renuls in order to mainuin this klSe in effec:c during the prim:sry tenn in the il.bsc:~c: of such drilling or reworking oper3Lions or producoon ofo• 
or gl.S. 



19. WAR.R.ANTY CLAUSE. The owner of the soil warrants and 3grCd lD defend title to tbc teased prc:misa. l(the owneT of the soil defaults in 
payments owed on_thc leased prcmi.scs. then l..cslee IN)' =l=m the ri~ of the oWDcr of the soil in the ~d prc:niscs by p&yins any mortpge, tzxt:l orott~crr 
on the leased premtsa.. IfU:sscc nulccs payments oo bch.alf of the owner of the soil Wider this pan.c:rapb, Lessee mzy rccova tbc c:ost of these payments &o

111 
rbc JUU 

n:nw and royalties due tbc ownet" of the soiL 

. 20. (A) PROPORTIONATE REDUCTION a.AUSE. If the owner oftbc soil owns less thm lbe c:nrirc undividd surfxe CSUile io the above 
~es=bcd land, whether or oot Lessee's interest is specified hcn:in, then the royalties and rcnul bc:rein pro-rided to be paid to tbc owner of the soil shall be paid 10 hizn 
111 the proportion wbit.b his intuest bc.3n to the entire undivided surface ~ and the royalties md rental huein pnmdcd to be paid to the Commis:sioocr of rbc 
General Land Office of the State ofTc:xa.s shall be lilcc:wise proportionately reduced. However, before Lessee adjusts the royalty oc- n:nul due to the Collllllissioncr ( 
~c General Land Office. ~e or his unborized rcprc::scnwivc must submit to the Ccmmis.sionc:r of the GcnctaJ L.md Offi~ a wriaz:n .st3ttmcnt which explains~ 
dJ.sc:rcpaoc:y betw=n the intcrc:st p~ lased 1mdc:r Utis lease and tbc aaua1 ioa:rc::st OW'Ded by the awocr of the soil. The Commis3iona of the Gcncni Uod 
Offi~ shall be paid the value oft.bc whole production allocable to any 1mdivided intuCSt not c:ovc:n:.d by a lease. less the proponio!W.C dcvclopmc:u and produajo

11 
c:ost allocable 10 sud! undividc4 inle:r'CSt. However, in DO event shall tbc CAmmis.siona of the Gcncn1 ~Office =ive as a royalty on tbc z;ros:s Produc:tio11 
allocable 10 the undivided intuc:st not lased an amount less thm the value of onc-5ixlun.tb (1116) of .such uoss.produc:tion. 

(B) REDUCTION OF PAYMENTS.. ~during t.bc primary tenD. a portico oft.bc land c:ovc=f by this lasc is iocludcd within the bcn.znd3ncs 
of a pooled unit that has bc.cn ~pprovcd by the Sc:hool Lmd Boani and the owner of the soil in KCOrdanc:cwith Natar:LI Resources Code Sedioo.s 52.151-52.15-4 or 
it: at any time after the expiration of the ;mmaty term or the c:x=ded term, this lease coven a lcs.sa a umber of x:rcs thm the IDW amount described hcrciA.. ' 
payments that arc made on a per aae ~ hcz=dc: shall be reduc:cd ~rdin& lD the nwnbcr ofac:rc:s pooled, rei~ sum:odcrcd, or otherwise SCVcrc-d, so tlut 
payments dct=nincd on~ per 1a1: basis 1mdcr the terms of this lase durinc tbc primaty tc:m s!W1 be ea.lcularzd b~ ~Zpon the l1lUll.bcr of aacs outside the 
boundaries of;& pooled unit. oc-, if after t.bc c:xpi.ra.tion of the primary tcnn, the number of aacs aauaily retainc4 and CIJVacd by this lease.. · 

21 . USE OF WATER. Lc:.ssu shall have tbc right lD usc wau:r produ~ on said land =S2r7 for operations unda this lC3Sc acept wa.tcr &om wells or 
tanks of the owner of the soil; provided, bowcvcr, Lc:sscc shall oot usc poublc wuc:r or wucr suitable for livestoQ:: or irri&tl.tion purpo.sc:s for wuaflood opcn.tions 
without !he prior cooscnt of the owner oftbe soil 

22. AUTiiORlZED DAMAucS. L=c: shall pay the owneT of the: soil for damages caused by its opcr.ttions to all pcnonal property, improvements, 
livc:stoclc illld crops on said land. 

2J. PlPEI...lNE DE.?11i.. Who requested by the ownCT of the soil,~ shall bwy its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled n=r than two hundred (200) fc:t lD any house or bun now on s aid ;:n-emiscs without the 
written consent of !he owner of the soil 

25. POLLlJTION. In developing this arc3., Lessee shall usc the highest de!P= of c=e and all propa safeg'.latds lD prevent pollution. Without limiting the 
forego ing, pollution of c:oasul wetlands, narura.l wa.t~ riven utd impounded water shall be pr.:vc:nu:d by !he use of c:onr::liruncnt facnitics sufficient lD prevent 
spillage, seepage or ground w:w·r cont:lmin:arion. In the ~cnt of pollution, l..cslee shall usc aJJ m= a.t its dispos.a.l to I"C"..:Ipturc 311 e.sc:apcd hydroc::3lbons or olbcr 
pollutasu and shall be responsioie for all c:Wnage lD public md priv:tte properties.. Lessee shall build and maint;lln fe1c:e:s around its slush. sump, and dr.llnage pits 
an~ ¥~:aeries so as lD prou:c:t livestock 3pin.st lou, damage or injury; and apon completion or alnndonm.c11t of ury well or wells, Lc:ssc:e shall fill and levd all 
slusll piu and c:cllars :~nd completely cle:m u-p the drilling s iu: of all rubbish !be.. -con. Lcsscc sba.ll. wllilc c:onduc:ting oper:Wons o n the le:JScd premises, lcc=p said 
pre;-ilesofrce of all rubbish. cans, boa.lc:.s, j:)aper cups or prba.gc:, and upon completion of operations shall restore the surface of tile land to as ncar its original 
conci&i~n 1nd conto~ as is p=:tie3ble. T3nlcs and equipment will be kept painted and prc.scnCI.ble. 

• • • • 26. RE.'wiOV AL OF EQUIPME'IT. Subject lD limita.tioi1S in this paragraph. Lcsse: shall have the right to remove mad1in.e:y and fixtures pla.c:ed by 
~~ctthc lc:ucd pre.:niscs, including th.c right lD draw :111d ~'DOve c::lSing. within one: hundred twenty (120) days afta !he expir.J..tica or the tcnnination of this 
le~.unlcp the owner of the soil grants L=ssc: an extension of this 120-day period. Howc:vc:r. L=: may aot remove casing from my well c:;1pablc ofproduc:in~; oil 
ant~.gaa i1t paying quantities. Additionally. L=: may not dnw and remove easing until after thirty (JO) days wri= cotic:: 10 tbc CAmmissioner of the General 
L=d O~c: and 10 the o wner of the soil. ne owner of the: soil shall bca:~me the owner of ;my mac..'"linery, fixnu-es. or casing whic:h are oct timely removed by Lessee 
unde~ the u:nns of this p~ll. •• •• • • 

• • • • 27. (A) ASSIGNMENTS. Under the: conditions cont:lined in this pal':lgl'3ph and P:Jr.1V3Ph 29 o{ this le:ISC, the rights and e.sta.t.cs of either patty lD this 
lc;;!i~ M be assigned, io whole or in pan. and the provisions of this le= shall extend to and be binding upon their heirs, devisees, leg31 rcprcscnutivcs, suc:=on 
;me! usighs. Howc:vc:r, a change or division in owncr3hip of the land, ~.,ul..s, or royalties will not ::l.large the obligJ.IiotU of !.=e. diminish the rights, privile3d 
and cs=s of Lessee, impair the etfective:Jc:ss of any payment made by L~c:c or impair the effectivc:nc:ss of any ac:t j:)donned by Lc.s.see. And no c:hange or 
division in ownenhip of the land. rcnu.t.s. o r rop.ltiC3 shall bind Lcsse: for any purpose until th.irty (JO) days 3ftcr the owner of the soil (or his hcin, dc:vise:s, leg:U 
reprcsenutivcs or assigns) furnishes the Lessee with satisf:1et0ry wriacn ~idenc: of the: c:hange io ownenhip, including the original =rded munimc:nts oftit.le (or;~ 
certified copy ofsuc:b original) when the ownc..-ship c:hanged because of a conveyanc:c. A IDW or pattial wignmeot of this lc:LSC shall. lD the c:xu:nt of the interest 
assigned, relieve and disc:.'large Lc:ssee of all subsequent obligtl.tions under this lc:uc:. I( this IC3Se is assigned in its c:ntircty as lD only part of the ~e.. the right and 
option 10 pay rentals shall be ;tpportioned u between the scvcr:U own= ra.t:Jbly, according lD the ate:1 of each, and fai lllll: by one or more of them lD pay his share of 
the rental shall not lifcet this le:lSe on the ?art of the: land upon whic:h pro raU rentals arc timely ?aid or u:ndcrcd; however, if the: usig:tor o r :lSsig:ne: docs not file il 
c:.:rtified c:opy ofsuc!l assignment in the C-c~cral Land Offi~ be fore the next reota.l paying daLe, the oilie lase shall te:minate for failure to pay the entire renal due 
under Paragraph J . Every usignc: shall suc:.:ed to all rights and be .subject lD Jll obligations, liabilities, and penalties owed lD t.'1e SULc by the original lessee or 3Jrf 
prior as.signee o f the le:lSe, inc:luding any liabilities to the Sutc: for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithst:!.nding any provision in ?~ph 21(3.), if tbe owner of the soiiJCquin::.s this IC3Sc: in whole: o r in part by 
:lSSi!Pillent without the prior wrinc:n approval of the Commissioner of the: Gcner.l.l Ulld Offi~. this IC:lSe is void a.s oi :he time of as.sig;uncnt and the agenc:y power 
of the owner may be forfeited by the Commissioner. An assignment will be tre3t::d a.s if it were rnadc: lD the owner oithe soil if the a.ss igne: is: 

(1) a nomine: of the owner of the soi l; 
(2) a c:orpor;uion or subsid iary in which the owner of the soil is a principal staclt.'1older or is an c:nployee ofsuc~ a e:Jrpor.llion or subsidi3t)'; 
(J) a partnership in which the owner of the soil is 3 partner or is 311 employe: of such a partnen!lip; 
(4) a principal stoclc.':olda or employee o f the corporation which is the ownc: of the soil; 
(5) a partner or employee in a partnenhip which is the owner of the soil; 



(6) a fiduciary fuc the owner of !he soil; i.ac:ludin' but DOt li.aUted IDa pan!Lm. trust=, cxcan.or, admini.str.uor. rcc:civer, or conservator for the 
owner of the soil; or 
(7) a bmily mcmbc:r of the owner of the soil or related ID the owner of the soil by marriage. blood. or adoption. 

23. RELEASES. Under the conditions contained in this paragraph Did P;ngr:~ph 29, I.essce auy u any time =.nc znd deliver to the owoc:r o( the soil · 
and pi'" of record a relcue or relcasc:s covcrin' any portion or portions of the leased premises, md lhc:rcby surrcndc:r this I= as to such portion or portions, and be 
rel ieved of all subsequent obli,ations as to aacagc su:m:n.dcrcd. If ;any part of this lca1C is Jmlpcrly sum::ndered, the delay muaJ due onder this lease shall be rccfuc::d 
by the proportion that the sun=dm:d acreage bean to the aacage which was covered by this I= immediately prior ID such s=ndcr; bowever, such rel«:as< will 
DOt relieve Lase: of any liabilities whic may have aeau.cd Wldc:r this lease prioriD the SlllT'C%Idc:r o(suc:h ~ 

29. Fn.lNG OF ASSIGNMENTS AND R.EI...E.A.SES. If all or my part of this I case is assicncd or rei cased. sac!l as:si~ or release must be rce.ordcd . 
the county whCl'C the land is situated, md the ~rdcd imuumc.nt. ot a copy of !he recorded iD:stramc::u o:nified by tbc County Clcri: of the C:OWlty ill which the Ill 
ins=ent is =:orded, must be filed iD the GcncnJ Lmd Offic:c within 90 days of !he last c:xccutioa dall: :IICalmpanied by the pr:scibcd filin& fcc.. If any suc:!a 
as.sipment is not so filcxi. the rights at;quired Wlder this l=sc shall be subject to fotfeili.U'C u the option of the Commissioner of the GcncnJ Land om~ 

30. DISCLOSURE CLAUSE.. All provi.sioos pcrt.ainixlc to the lease of the above-dcsall>cd land have bc:n included iD this iruttumcnt. including the 
st:ncmcnt of the true consider.uioo to be paid for the cx.canion of this l=sc md the ricbn and duties of the pa.rtics.. Ally c:ollarc61 agrc=cnts ccn=ing the 
dc:vclopmau of oil acd ps .fn)m the l=d premises which JrC oot c:ootlincd iD this lc:asc renda this lc:lsc invalid. 

31. FIDUCIARY DU"'Y. 'Th.c owner of the soil owes the Stat: a fiducixy duty aDd nmsr lWly disclose: my facts ~~the Sta1e's interest in tbe l~d 
premises. When the intcnsts of the OWDc:r of the soil con.tlic:t with those of the SIOIIC, tbc owner of the soil is obti~d to put d-.c State's iDt.erc;StS before his penOIIaJ 
in terc:sts. 

32. FORFEI11JRE.. If Lessee shall fail or refuse ID malct the payment of my sum within thirty days after it becomes due, or ifl..c:ss« or an authorized 
agent should lcnowingly make any false return or false report concuning prodl.lction or drill in&. or if~ shall fail or refuse to drill any offset well or wells in &ODd 
faith ;u required by law and the rules and regulations adopted by the Commissioner of the Gcnc:r.U L3nd Office, or if Lase: should fail to file reports io the aunnc:r 
required by law or flliliD comply with rules and feiUlations promulgated by the Gcnc:nl L:md Offic:. the School Land Board. or the !Uilroad Commission, or if 
Lessee sbould refuse the proper authority access ID the records pc:rtai.ning to opc:rariocu., or if Lessee or 31\ authoriz=d lgall should lalowingly fail or refuse to pve 
corrcc:t information ID the proper authority, or knowin~y fail or refuse ID furnish the Gene-ra! !..and Office a cor-rca log of any •.on:U. or if Lessee sba.ll knowin~ly 
viol:ue any of the m:aLCrial provisions of ;hU lease, or if th.i.s lc3Sc is usigncl ;md die assignment is DOt filed in the Gencnl Land Office :1:5 required by law, tbe rights 
acquired undc::r this le:ue sha.ll be subjea :o forfei!Ul'C by lbc Commis.siona, md he shall forfc.i1 samc wbcn su.ffi~ently informed of the facts whic:!l 3Uthorizc a 
forfe it~~re, and whc:u forfeited the are3 shall a.gain be subjca to IC3:Sc under the !emU of !he Relinquishment Act. HoWf:Ycr, oothlng herein sh:J.Il be eonsttucd as 
waivinc the :wwmatic: termination of th.i:s lease by opcn.tion oflaw or by rc:lSOD of any spcc:ial limitation arising l:!c=mdcr. Forftin=:s may be set aside and this 
lc:uc: md 3.11 rights thereunder rcinstaled before the :igllts of another intervene uponsatis.f'il.c!Dry evidence ID the Comm.i.ssionc:" of the Genc:r:JJ Land Office of fururc 
compliance with the provilions of the law and of this !case and !be roles and ~ations tbat may be adopted relative bcrcta. 

33. UEN. ln :u:cordance with Texas Naror:U Resources Code 52.136. the St:w: shall have a first lien upon a.Jl oil and gas produced from the are3 c:ovcrcd 
by this l~c to secure payment of all unpaid royalty and ocher sums of money that may become due Wider tbis le:uc. By ~t:lnc:: of this IC3:Se.. Less~ gr:lllts the 
Su~ in 3.ddition to the lien ;:rovided by Texas NarunJ R.cscurc::s Code 52.136 and any other :~ps;: li~lc starutory lien, an cxpr-..ss c:ontr.t.e::uallien on and~ • 
inte.-cst in all le:ucd mincr.Us io and cxtr.l<;'".J:d from the IC:tSCd premises., a.JI proc::eeds which may accrue to Lcs.sce from the sale of suc:.i lc3.Scd mincnls, wh~o:!- sJc.i 
proceeds are held by Lase: or by :a third party, and all fiXtures on md improvements to the l=d premises used in c:onnedon with the production or p~f8f. 
sue:.'! le:ucd miner:lls iD order to secure the paymet~t of :1.11 roy:J.Itics or other amounts due or to become due under Ibis le3.Sc md to S.C:I:"..m: payment of ;my ~gd er 
loss that Lessor may suffer by =on ofL=e:'s br-...:u:.i of my covenant or condition of this IC3SC.. whc:thcr express or implied. This lien and security intrrcst ~be 
fore-;loscd with or without court proc..~cliogs in the =ncr providcl in the Tide l, Cbapcu 9 o{ the Texas Business and Commc:-c:e Code. Lessee agre~ that~ • • 
Commissioner may require Lessee to cx=te and record such instruments as may be I'C3SOnably oec:ssary to <U:Joowlcdgc.. at!aC or perfect this lien.. Lcssc:: h~r.!Joy 
represents that thCl'C an: no prior or superior liens arising from and relating to Lc:ssce's aaivitics upon the abovc~c:ribcd pnlpc:ty or from L..:ssce's xquisitiiln ot • 
this I= Should the Commissioner 31 :my time dc:crminc that this rcprcsc:nt:l.tion is not true:. tho the Commissioner may declare this le= forfe ited as pro-4"ld • • 
he: rein. • 

•• •• 
34. POOLING. L:ssce is hereby granted the rigllt!D pool or unitize the: royalty interest of the owne r of the soil Wide:- this 1C3Sc with my other IC:l!c:Jt~\il. • 

or miner:U interest for the c:xplor.uicn, development and production of oil or gas or either of them upon the same =s 3S shall x approved by the School Lm.d 
Board 31'1d the Commissioner of the Gcn=:tl Land Office for the pooling or unitizing of the intc:rcst of the State under this lease ;~ursuant ID Tcx3.S Nawr.ll Res• --:• 
Code $2.151-S2.153. The owner of the soil agrees th31 the inclusion of this Jm~Vision in this lr::zsc satisfies the cx~..1tion requir=c:nts s=d in Tcx3.S N~ 
Resoun:c.s Code 52.151.. 

35. INDE.\1NITY. Lessee 1\.c:-:by relc::lSes and discharges the State ofTc::us 3Ed the owner of !he soil. their offi~~ c:.mplayces. pannen. agents. 
contnctors. subcont:rx:on. guests, invitc:s, and their respective: successors md assigns. of 31'1d from aU znd :any xtions and eawcs of action of c:very nature. or olhc:r 
h3lT11. including environmental harm, fer which rc"'vcry of d31Tlages is sought. inc:ludin&, but aot limited to, all losses and cxpc= whic:h are =cd by the 
ac~ vi tics of Less~. its otfic:n, c:.mployee:s. and a.gc:lts arising out o(, incidc:nUI to, or resulting from. the opcr.uions of or for~ on the le:uc:d prcmise.s. . 
he:"I:'Jndc:r, or that :nay arise out of or be occasioned by Lasee's b=h of any of the !CmlS or provisions of Ibis Agreement. or by any other ncgligctlt or stnctJy lnlb!c 
ac: or omission o f Lasee. Further, Lcs.sc:: bereby ~~ to be Ji3ble fo r. c:xonc:ra.tc, indemnify. defc..'ld llld hold b.ann.lcss the Swe ofT ex as llld the owner of the SOil, 
their officers. employees il.lld :~.gc:nts, their suc=ors or :wig:ns, a.glin.st :any and all claims.. liabilities. losses, d:unages, actions. p=onal injwy (including dc:uh), 
costs Jnd expenses. or other harm fo r whic:h recovc:ry of dam:~ges is sought. Wldcr any theory including !Drt, con!l"'l.C'-. or strict liability, including lllOmeys' fc::s Jnd 
ocher legll expenses. including those related to env ironmental haz.ltds, on the lcJScd premises or in lily w~ related to Lasee's failure to comply with any and all 
environmental laws; those arising from or in any way rcla.ted to Lesse:'s o~cr.nions or li1Y other ofLes.sce's activities on the le3Sed premises; those arising ~m 
ussc::'s usc of the surface of the le3Scd premises; and those th:u m3y Jtisc out of or be oc:c.:LSioncd by L:l.sce's breac:.i of li1Y oi the terms or provisions o : thiS . 
Agreement or 311Y other act or omisSion of U5sc:c. its dire:::Dn, offic..""TS, e:nployc-..s, partners. a.g~ts. concrxtors. subconiT:lC~c:rs, guests, invitees. and chcll' rcspecuvc: 
succ:ssors and 3Ssig:u. E:1ch 3Ssigne: oi this Ag:re:ment. or an inte:est the:-ein. agrees to be liable fe r , c:xcneruc. indc:mnify, de !end and hold harmless the St3te of 
Texas and the owner of the soil. the ir offic::rs, employees. and 3gents in the same m3Mer ~rovidc:d above in coMcction with the Jdvitie~ of Lessee, its otfic:~S 
c:mployces, ltld :1gents as described U>ov : . EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE lJ.'i"DDL'iiTY OBLIGA T101'i 
A.'lDIOR LIABlLITlES ASSUMED u"'1'iDER TilE TER.\15 OF THlS AGR.tnu:,'o"T SHALL BE WITHOUT LIMITS A.'i"D WITHOUT REGARD TO 
Till: CAUSE OR CAt:SES TIIEREOF (EXCLL"DrNG PR.E-E.'XISTING CONDmONS), STRJCT LIABILITY, OR THE NEGLIGE.'iCE OF A.'lY PARTY 
OR PARTIES (INCLUDING TilE. NEGLIGE:"'ICE OF THE INDE~t;".1FlED PARTY), WHETHER SUCH NEGLIGE:"CE BE SOLE, JQ[l';"T, 
CONClJRRE:'IT, ACTIVE, OR PASSIVE. 



. 36. ENVIRONMENTAL Ji,\ZAXDS. Lessee sM!Iusc tbe hi&hest de~ o( ~ and all reasonable mc~d.s to ~t c:onu.milwion or poUwion ~ · . 
~Y cnv1101\lne11W medium, iDeludin& soil. surbc:c ~ ~. sccfimcna.. 311d S'W'hc.c: Of' subsurl':ao: ~ ambialt air ~ my ~ c:rtirontneDQJrncdi 0 _ 
ao., on, or Wide:, the leased premises, by any waste, pollawrt, or eonwnlnant. Lc.s.scc s!WJ DOC brin& Of' pcnni.t to remain on the leased prarusc:s any asbestos lll1l 
c:.onulnin& mau:Ws, explosivc:s, tDXic IJI..&tCria1s. Of' substl.oc= rcJU)atcd as h.nMdous wastes, hzz:lrdous materiaLs, ~us substmc= (as the: te:m ·1-Uzanfoas 
Submn~ .. is dciincd in the ~ive Environmental Rc:sponsc., Compcnntion md Liability Aa (CERa...A). -42 U.5-C.. ~as 9601, ct seq.). or toxic 
substances under MfY (eden!. state, or local law or rqu!uioa ("'HZZ2rdous ~"), cxczpc cmfm.ary products c:ommoaly used iD CODIIoCdloa witla oil and ps 
exploration and clevelopmeDt opcruions ;utd stored iD the usual mmnc:r md quantities. L..E.SS'n'S VIOLATION OF TBE FOREGOING PROHIBmON 
SHALL CONSTI11JTE A MA TDlLU. BllE.ACH A."m DEFAULT HEREUNDER AA"D l..E.SSE.L SHALL INDOfNIFY, HOLD HAR.\ll.ESS AND 
D£n:ND TilE STA Tl': OF n:::'U.S A.'lD THE OWNER OFTBE son. FROM AND AGAINST ANY ~15, DA.~GES. JUDGMDrrs. P&'f.U.TIE.s. 
LIABrt.rrn:.s, A.'ll> COSTS (INCLUDING REASONABLE ATTOR."'CEYS' FEES AND COURT COSTS) CAUS£D BY OR AlUSING OUT OF (I) A 
VIOU.l10N OF TBE FOREGOING PROmBrnON OR (D) THE PRESENCE, JU:.I..LA.SE. OR DLSPOSAL OF A."'fY HAZARDOUS MA'l"DUALs ON 
UNDER. OR ABOUT THE LEASED PJU:.~£S DUlUNG LESSE.E'S OCCUP .A.~CY OR CONTROL OF TH1: LEASED PRDUSES. LESSEE SH.u.L • 
CLEAN UP, R.ntOVE, RE.'\fEDY "-"""D ltD' AIR A..'N SOn. OR GROUND WATE:R CONTA.\flNATION A.~ DA..\U.Gl: CAUSED BYTB:E 
PRESENCE OR REI.EASE OF A.'('{ H.AZARDOUS MA TERLU.S IN, ON, UNDER. OR ABOUT THE LEASED PROilSI:.S DURlNG LESSEE'S 
OCCUPANCY OF THE LEASED .PRDflSLS IN CONFOR.\iA.~O: wm1 TilE REQlo"'RL"rfL"('"S OF APPUCABLE U W. THIS 
INDE."rlNNFFCA TION A.'ll> ASSlJMPTION SHALL APPLY, BUT 1S NOT LIMITED TO, UABn.rrY FOR RESPONSE ACTIONS UNDE:RT A1a:'t 
PURSUA.'VT TO CERCIA OR ANY OTHER ~ONML"''TAL U. W OR REGUlATION. LESSEE SHALL Il'rOa:DtATD. Y GIVE THE Sf .An: OF 
TEXAS~~ THE OWNER OF TH!: son.~ NOTICE OF ANY BREACH OR SUSPECTED BREACH OF TinS PARAGRAPH. UPON 
l.LAR.~ING OF'l'HE PRESENC% OF' ANY HALUU>OUS MATERIALS. OR UPON RECEIVING A NOTICE FROM A.."'fY GOYDl.~'TAL 
AGENCY PERTAINING TO HAZARDOUS MATE.RLU.S WHICH MAY AFFECT THE UA.S£D PRE.'rliSES. THE OBUGATIONS OF U:SSil; 
HElU:UNDER SHALL Sti'RVIYE THE EXPDU TION OR £..\Rl..IER. TER.\IlNA TION. FOR k'N RE.AS0N. OF TI:iiS A~. 

37. APPUCABLE LAW. This !case is issued 1111dc:r the: prgvisjons oCTc::as Nuunl R.csour=s CAdc 52.171 tbrovih 52.190'. eommoaly lcnowa utile 
Relinquishment Aa. md ocher applic2ble stamtc:s md mlCndmcna tbc:rcto, md if my provision in this I usc docs 110( conform to these Sl:lnltes, !he sta.tua:s wiU 
prevail over my nonc:cn£ormin& lc:ue provisions. 

33. EXECUTION. This oil and ps las: mu.st be $i&ncd :md xbowlcdged by the L= before ll is filed o(rccorti in the counry records md ill the 
Gcnen.! Ulld Offic.: o(thc State oCT~ Oac:.: the tilin& rcquircmc:ms fo~md ill PJngraph 39 o(tb.i.s le:uc ~e bccl.satisticd, the ctreaive ~of this !QSC lhall 
be the dMC found on hcc I. · 

39. LEASE FILING. P'urnJ.ant to Clapccr 9 of the Tcx.u Business Jl'ld Comm= Code.. this IC3.Se must be filed of :-:cord ill tbe offie: of the County 
Ocrlc in any county in wruc:!l .lll or 311Y :nn oftbc !=sed premises is I~ and c::'tiiied copies :hereof mu.st be filed in the C-cnd Land Office. nis I= is noc 
effective until ;l =tificd c:opy of this le:ISe (which is made and c=ified oy the Counry Clcri: .from !Us =rds} is filed in the C-.:.::c:::-;U Ulld Office in ac::on:Wic:: with 
Tcx;LS Narur.l.l <tcsources Code S2.I&J. Addition.llly, this !usc shailnoc be binding upon the St.atc unlc:ss it reciteS the =ll :ltld :roc con.sidc::uion p:Ud or ~n:misd 
Cor cxeco.ltion o( this le:ue. The bonus due the St.atc a.nd !he prcsc:ribed til in' fee slull accompany suc.'t certified copy to the G=e~ Llnd Offi~ 
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STATE OF TEXAS 

£/fJ~/11 
BY: ________ ~c_l~a~y~~·Tua~h~n~s~a~n~--------

TITL.E.:. ___ -=-""1'7-::-:'?'7------
DA TE:._=::_~-=:::..'cl..L-f:ff....p-~--

ST A 7E OF TEXAS 

BY:·-~~--~----~~~-~~-~= 
lndiv idu.llly ~d u ~ent for the St.atc 

Brooks, Pres1dent Tax I 
0~=-----------------~-------------

STATE OF TEXAS 

BY:-:-:-~-~----....,.---,---,----,----------­
lndividuaJ!y and u agent fo r the Sute ofTc:us 

BY:.~------------------~----------
lndividually and :u ~ent for the Sute ofTc:x:u 

Date: ________________________________ _ 
0~=---------------------------------



STATE OF j L'{.GD 
COUNTY OF tOo I r ae----

(CORPORATION AClOlO~ 

BEFORE ME. 1bc Wld.emped autbority, on this cby personally 3ppan:d, __ __:J:....::o..::e:.......:M:..:.O.::.:.:n:..:t:..;g;z.,O=m:.:e:..:r:...y'---=B:.:r:...o;:;...o.;:;..;..;k:..:S:..._ ____ _ 

known to me to be the pcson whcuc aa:mc is mbsaibcd to tbc ro~10m1 iDsuumcm. .,, ______ P_r_e_s_i_d __ en_t ________ __;oC 

~~~~M;o;n~t;e~b;e~v~,~~I;n;c=· ~~~~~~~~~~~~~;;~~~~~~~~:·:~:~~~to~~~~~~ -· 
for the purpo$CS and c::ousidcruiOil ~ cxprcs.scd. iD !be c::apacity ~d. md as !be .a md deed o( said 

Given under I!'IY. f\ c13y of 
--~~~~~----~~:~~-

Notary Public, Stole of Texas 
My Commission Expires ® 

NANCY MALONE 

~ATEOF ____ ~~~~Qe~~Q~9~·~02~·~01~~~ (CORPORATION AClOlOWl.EDGMENT) 

COUNTY OF ____________ _ 

BEFORE ME. the lmdcrsipcd 2Utbority, OD this cby personally appc.ved. ____________________________ _ 

known to ~ to be the person whose =me is subsc:n'bcd to the furc~QiDJ insa'umcDt, zs, _____________________ o( 

-:--.-----,....--'"'"""------------------------,...-,...-'"'"""-cd ac.k:lowlcdJCd 10 me tbaz he c:x=.Jtc:d tbc: same 
for the p111p0ses illld considc:r3tioa therein c::qm:ssed. iD the capacity stated. and as tbc aa and dc:d o ( said corpor.lrioa.. 

Giveu unda my hand md sc.:U o( ot!ic: this the. _____ __;day o( ___________ _. 19 __ . 

Not:uy P..lblic ill and fer __________ _ 

STATE OF __ Jj..O..::::~~~~----,.-----
••• • • • •• • COu~OF ___ fYL ___ i~~--~~~------

Before me:. the undc:.rsi'"ed :1ut.'!ority, oa this day ;xrsonally :~ppe::r:d, _____ .:t{:...._:...:::%~1--J::::~~::...L~~~tL.L..=.:._ _____ ..!::...•::: • 
• 

known 10 me to be the iJC.'"SOns whose names ar-e subsc=ibed to the !'ore;oinc in.strument. and a.c:lcJowled~d to me t.hal tl:lcy c:x:c:uied the same fo r the ?\lllX¥Pi111d 

eonsidcrationtherrine::ql=d.. } IL ~ 
19 

Ll<i :. :::: 
Give:1 under my lund and se3l of offic:.c this the I!)_ T day of _ 7 {) • . Jn~Ultiii . 

.4~~ MONICA MARLOWE ,.,-d.J ""· /1 •••• • 
~~~\ NOTARY PUBLIC Noury,.,-lDiicin:llld~or ~ "•••• 
t!• "~ )t'i State of Texas : ... •• 
~p' Comm. Exp. 10-30-99 • • 

STATE OF (lNDrviDUAL .AC!OlOVIt.EDGME'JT) 

CO~TYOF ______________________ __ 

Before me, the undersigned authority, on this ci;Ly i)C":"SonaJiy appc~d ________________________ _ 

known to me to be the pe:lons whose oamc:s ar-e subscribed to the foregoing instrumoc. and :~cbowledged to me that they exec:uted the s:unc for the purposes :111d 
con.sidention therein expresled. 

Given under my hand :llld se3J ofo ff!c:.c th is :he ________ day o( ________________ ~ 19 _____ _ 

Nc=Y P.Jl: lic in :111d for __________ _ 
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EXHIBIT "A" 

ATTACHED TO Al'ID Nl.ADE A PART OF THAT CERTAN OIL Ai'lD GAS LEASE DATED JULY 
17, 1998, BY Al'ID BETWEEN MO TEBEV, INC. AS LESSOR. Al"'ID CLAY 101-L'-iSO , AS 
LESSEE, A!'ID COVERING 640 i'o'"ET MINERAL ACRES, MORE OR LESS, ALL IN CULBERSON 
COUNTY, TEXAS. 

40. Notwithstanding anything to the contrary indicated in Paragraph Three (3) herein this Lease for 
al l 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 S 1.00 per net 
mineral acre per year for Four (4) Years. Concluding aS-LOOper 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 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 conrinuous drilling 
program on said lands, or on lands pooled therewith, within 180 days after the end of the primary term 
hereof or withi n 180 days after the completion of drilling operations being conducted on said land. or 
lands pooled therewith .. at th~ end of the primary term hereof. whichever is the later date: and thereafter 
carry on the continuous drilling program until all proration units have been drilled. allowing not more 
than 180 days to elapse between the completion of one well and the commencement of the next 
succeeding well. Should Lessee fail to commence the continuous drilling program or subsequenrly default 
in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, 
save and except for the proration units surrounding each well then producing, capable of producing or 
upon which operations are being conducted. The term "proration unit" as used in this paragraph means 
any acreage designated as a drilling unit or production unit in accordance with the rules of the Railroad 
Commission o f 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 tiled with the Railroad Commission of the State of Texas. if a productive we ll , or 
the date of ti ling 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 neverthe less continue to have the 
right of ingress to and egress from said land stil l subject to this lease for purposes descnbed in paragraph 
I hereof. together with easements and rights of way for roads. pipelines and other faci lities on. over and 
across all of the lands still subject to this lease and for the gathering or transportation of oil and gas 
produced from the retained lands. The sole liability or penalty fo r the failure of Lessee to drill any well or 
wel ls requ ired o r permitted in this lease shal l be the termination or partial termination of Lessee's rights 
under the lease as provided above. 

In conducting such continuous drilling program. Lessee shall be entitled to accumulate and later use rime, 
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 no t used may be carried fonvard and added to the period between 
subsequent wells. 
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TITA~~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 07/ 17/98 from the State ofTexas by Agent 
Montebev, Inc. Lessor, in favor of Clay Johnson, 
Lessee, covering All of Sections 18, 19, 20 & 21 Block 
I 00, PSL Survey, Culberson County, Texas. 

/1C 

9901169 3 

AGQV!i1:'<(!~~Y~JER OF THE GENERAL LAND OFFICE I 0/21 /98 • • 
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 

Checking Lease Bonus 

the State of Texas for Paid-Up Oil & Gas Lease 
dated 07/17/98 from the State of Texas by Agent 
Montebev, Inc. Lessor, in favor of Clay Johnson, 
Lessee, covering All of Sections 18, 19, 20 & 21 Block 
I 00, PSL Survey, Culberson County, Texas. 

002687 
17,280.00 

x~7.280.00 

002687 
17,280.00 

17,280.00 
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A CERTIFIED COPY 
IF IT BEARS THE SEAL Z J);IE ~ClERK IY 
ATTEST: (,1 - q 6 

(y) 

Cuual UDd omcc 
Rdlaquishmar Act Lu.st Fol"lll 
RC'Yised, September 1~7 

@ :$"~~-
PAID UP 

On. .AND GAS LEASE 

nns AGREEMENT is made md cnlla'cd into this 17 day of Jn.J :::£ 19-..9..8...... ~!be State ofTc::as. .:tine by aud throop irs 
aaent. Montgomery- Walker 1974 Trust 1 byCifarlotte Wa l ker Furman Trus t ee 
______________________ __;of ?909 East 17th 

Odessa. T X 7976 1 wd~~ 
(Give Pc:mancnr Address) · 

herein rc:fc:m:d to D the owner of the soil (whether one or more), and __ __,;C~,o-~1'-'' ar:yy~·I.LT.r..o.Llh~n~..:s:a.ou..n'-----:---~:::-::-----
20 1 Mr · ~,1 a 11 S n j t e 800 of 
Mj dl aod TX 70701 

(Give P=an.cnt Addtc:ss) 

1. GRANTING CLAUSE. FOI' md ill cocsidentioo of the :uoounts st:ltCd below md of !he CXJVCZ131US md qreemcnts to be paid. lc=pt and performed by 
l.e:s:s« under this !case.. the State o(T =:~~ actin& by md through the owner of the soil. bercby crmts. lases md lets UIUO L.esscc, !Dr tbe sole and only purpose o( 
prospecting md dnl lillg for and producin& oil and '3S.. layinc pipe lines. buildin& tanlc.s, SlllriD& oil md buildin& power swiom., tdcpboae lines md other stnu:tures 
thereon. to produce, ~e, talce c:ue oC. tn:2t :md tnnsport said produC'tS o(thc le:uc. the foUowing la.ods situated in Culberson Counry. Stuc 
ofTc:xas. to-wit: • 

Block 100 1 Publ~c School . Land Survey 
Section 18: All 
Section 19: All 
Section 20 : All 
Section 21: All 

containin..,g __ 2 ..... ,'--5....,.6uO..___aacs. more or less. The bonus a:~nsideration paid. fo r this le::xse is 3S follows: 

... 
• • • ••• 
•••• • • • •• • 

TothcSI:I.teoCTe.x.as: Seventeen Thou sa n d Two Hund r ed E i ght y and No/ 100-----
0oll= (S 1 7 I 2 8 0 . 0 0 

Tothe o~erofthesoil: Seventeen Thousa n d Two Hundred Eighty and No / 100-----
0oll:= (S 1 7 , 8 2 0 . 0 0 

Towbonwo:;:~o34 :R~B7bofouT Th o u sa n d F ive Hu nd r ed S ixty and No/100 

Theotow bonus a:~nsiderntion paid repr=ts a bonus o f F ifty-fo ur and No/1 00--- - - - - - -------- -
• •• :I. Dollars (S 5 4 a a ) pcnae. OD 6 4 0 net=-.. . . 
•• • 2. TER.'vl. Subject to the other provisions in this le:ase. this I= sh311 be for a t=n of Fj ye ( 5) y ears from this dale 
~rtip~led •primary tern\") and as long thcrc:1ft.cr JS oilllld g:u, or either ofthCTU. is produced in paying quantities from said land. 
As.uscd ill this I~ the 1em1 •produced in payinc quantities" atc:ms that the: receipts from the sale or other ;wthoriz...-d a:~mmacial usc of the substanc...~s) c:ova:d 
Ci&«i~ out ofpoclc:t opcr.uionaJ expenses for the six :nonths last past. 

*~&a.Exhibit "A" attached fpr Pd-Up Delay ~ental Provision ~ho~ as #40 

~·77~~~--------~~~------------------~ said land), the 3ZTIOunt specified be o , · addition, Lcs:sc::: sh3ll pay or tender to the COMMISSIONER OF TiiE GENERAL 
TEXAS. AT AUSTIN, TEXAS. a lilc:e sumo bcfcro: sa.id date. Payments under this p~h shall Operale as a n:n~:!l'ld 
the a:~mmenc:mcnt of a well for one ( I) Ye::Jr from . P:~.yments undc:: ttW par.1grap/l shall be in the foil · 

To the: owner of the soil: ________ __.:::::::.....-=:::::----:::;;:-.r::::::..--~;--------------------
Doii:IIS (S·------------~.....::"'~----....J 

Tothc:St~.teofT~: _______________ ~~~-~:::.....~------~---------------------------------
Dollm (S _______ ~,..::::;_ ______ ..;:::,.,"""---J 

To~Renw: ___________ ~~~------------------------~~~----------------~----------
Ooll= (S __ .......,,.....::::::.....--------------....J 



. 4. . . PRODUCTION ROYAL TIES. Upon production of oil and/or gas. ~= aue.es to pay or cause to be paid one·balf {112) of the royalty 
provt~ed for LD thulea.sc to the Commissioner of the CicDcTal L.lnd Office of the Sta.tc ofTcxas, ill Austin, Texas, and one·b.alf(l/2) ofSllctl royalty to the owner f 
the SOil: 0 

{A) OlL. Royalty payable oa oil, which is defined as iDc:ludini all hydroc=bons produced ill a liquid form ill the mouth of the well and also as 3ll 
condensate, distillaze, and other liquid hydrocarbons recovered from oil or 'as run thrcuJh a sepantor or other equipment, as hcrcinaft.c:r provided. shall be 

3 I 1 6 pan of the gross production or the marlcct value tbacot: u the option of the owru:r of the soil or the Co~ioncr of the 
General Lmd Office, such v3lue to be de:.crmincd by I) the highest posted price, plus p=niwn, if any, offCTCd or paid for oil, alnd~ distillaze, or other liquid 
hy~ns. respectively, of a like type UJd grnity ill the ~cnl aru when: produc:d md when run, or 2) the highc::st marlcd price thereof offCf'Cd or paid ill the 
genetal are2. w~ produced and when nm. or 3) tbc: _voss proceeds of the sale thcrcot: whic:hcvc:r is tbc p-ea1CT. Les.s« ~that before my ps produ~ &om the 
l=d p':uuscs IS sold, used or pro=ed ill a plant, 1t will be run free of cost to the royalty owncn through an adequat~: oil md gas scpan10r of alnvc:ntioo3l type. or 
otller equ1pmen1 ill least as efficient, so thal all liquid hydro<:atbons reGOVcrable !rom the ps by such mcms will be recovered. The requimnc:nt that such ps be run 
throu&h a separator or other equipment may be waived ill writini by the royalty owners apou sucll tcnns and alocfitions as they presc::ibc. 

(B) NON PROCESSED GAS. Royalty oo any ps ("mduding flared ps), which i.s defli'ICd u all hydrocarbons and ,ascous substances not defined 
as oil in subparagraph (A) above. produced &om any well on said land (except as provided herein with respect tops proecssed in a plant for the axra.:tio11 of 
g:lSOiine, liquid bydrocarbons Of" other products) shall be 3 I 1 6 part of the poss production or the ma:Xct value thm:ot: u the option oftbe 
owner of the soil or the Commissiooc:r of the Gc=n1 I.md Office. such value to be based 011 the hi &best marlcetpric:c paid or offered for :as ofcompval)le qo3lity ia 
the genenl area where produc:cd and wbc:o nm, or the gross price paid or offered to the produc:cr, whicbevc:r is the grea.tcr, provided that the maximum pressure base 
in measuring the p.s under this lease shall not at my time cxc:eed 14.65 pounds per sqWII"C inch absolute. acd tbe sundard base tanpc:r.LDJI'C shall be sixty (60) 
degr= Fahrenheit, c:orrectioo to be made for pressure acamfmg to Boyle's Law, and for specific~ a::cordi.Dg to tests awie by the Balance M~d or by the 
most approved method of testing being used by the industry ill the time of tc:stinc. . · 

(C) PROCESSED GAS. Royalty on my gas p~d ill a gasoline plant or other plant for the recovery of gasoline or other liquid hydro<:arbons 
shall be 3/16 part of the residue gas and the liquid hydrocarbons c:xttacted or the marlc:ct value thcrco~ u the option of the 
owner of the soil or the Commissiona of the GcnC'al Ulld Office. All royalties due ~in shall be based on one hundred pe=t (1 00%) of the total plant 
production of n:sidue gas attributable tops produced !rom this lease. and on ftfty per=u (SO~.). or that percent accruing to Lc:sse1:, whichever is the~. of the 
toUI plant production of liquid hydroc3rbcns mributable to the gas produced &om this lc:xse~ provided tbal if liquid hydrocarbons arc realv=d !rom gas proc::ssed 
in a plant in which Lessee (or its parent, subsidiary or ilffiliar.c) owns ao iDte."CSt. then the p=ntage appliC3ble to liquid hydrocrbons shall be fifty pcrt:cllt (SO"/.} or 
the highest percent ~-uing to a third party proc:ssing gas through suc.i plaz~t tmdcT a proc:cssiog agreement aegotiar.cd ill :um's length (or if th= is no suctl third 
parry, the highest percent then being specified in proc:s.sing agre=cnts or contr'a.C'.s in the industry}, whichever i.s the~- Tbe respet:tive royalties on residue ga.s 
and on liquid hydroc:lrbons shall be detezm.ined by t) the highest marlcet price paid or offered fo r any gas (or liquid hydroc:utons) of comparable quality in the 
general area. or 2} the uoss price paid or offered for suc!l residue g.a.s (or the weighted average gross selling pric: for the respec"Jve grades of liquid hydrocubons), 
whichever is the greater. In no even!, ho~er. shall the royalties payable under this p~h be le.ss than the roy:llties whic.i would have be;n due had the gas not 
been processed. 

(D) OTHER ?RODUCTS. Royalty on Clt';x)n blac:k, sulphur or lilY other produc::s produ~d or manufac:tw'Cd from gas (cxc;pting liquid bydroc:ubons) 
whether said gas be "casinghead, • 'dry, • or any other gas, by fi"actionating. burning or :my other pro=iDg sh:lll be · 3 I 1 6 part of the 
gross production of Sllch produc::s.. or the market value thereat: :n the option of the owner of the soil or the Commissioner of the General Land Office. suca market 
value to be determined as follows: I) on the basis of the highest market pric:-c of e:u:!l product for the same month in which suc."' product is produc;d. or 2)~t • 
basis of the avenge gross sale price of cx.i product for the same montll ill which such :JroOUCts arc produced; whichever is the gee=. • • • .... 

• • • 5. MINIMUM ROYALTY. During my yc:~r after the expiration of the primary term of this lease, if this lease is maintained !>y production. the JOyaltits 
paid under this lease in no event sball be less than an amount equal to the total :umual delay rental herein provided; otherwise. there shz.il be due and payable oneor 
before the last day of the month SllCc;ediDg the annivc:rsary date of this le:!Se a swn equal to the total annual rental less the amount of royalties paid during th1 .. • 
pre:;ding yc:~r. If P:=gnph 3 of this lease docs n.ot specify a de lay rental amount. then for the purposes of this paragnph., the delay rental unount sh:lll be ~nt • • • 
dollar (S 1.00) per acre.. • • • 

• • • •• • 
6. ROYALTY IN KIND. Notwithstanding any other provis ion ill this le:!SC. ill any time or from time to time. the owner of the soil or the CommissionF 

of the General L.lnd Office may, ll the option of e ither, upon not less than sixty (60) days co tic; to the holder of the lease, require that the payment of my roy~~~. 
acc::uing to such royalty owru:r under this I=e be :na.de in lcind. The owner of the soil's or the Commissioner of the Gcner:ll Llnd Offic:;'s right to take its l"'f:llt)' ID' 

lcind slull not diminish or negate the owner of the soil's or the Corrunissioner of the Gcncnl Lmd Offic;'s rights or L=ee's obligations. whether express or im~r.U 
under this lease. : • • • • • • • 

7. NO DEDUC"nONS. Lc:ssc: agr'!!es that :111 royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of 
producing. gathering, storing. scpan.ting. treating. dc.iydr:l.ting, compressing. processing. tr:lll.Sporting. and otherwise making the oil, gas and other productS · 
her: under re:ldy for sale or usc. Lcs.see agrees to compute llld pay royalties on the gross value rec:;ived, including any reimbursements for sevcr:mc; taXes and 
production rclared costs. 

8. PLA.'IT FUEL AND RECYCLED GAS. No roy:llty sh:lll be payable on any gas as may represent this le:!Sc's proportioDai.c sh~ of lilY fuel used to • 

proce.ss gas produced heret~nder in any proc:ssing ;:tl:mt. Notwithstanding my other provision of this lease. and subject to the wria.en consent of the owner of th~ SOli 
;utd the Commissioner of the Gcner:ll L:md Office, Lessee may recycle gas for gas lift purposes on the leased pre:nises or for injec:-.ion into lilY oil or gas producing 
formation underlying the leased premises after the liquid hydtoc:u-bons conuined in the gas have been removed; no royalties shall be payab le on the recycled gas 
until it is produced and sold or used by L;sse: in a manner which entitles the roy:llty owners to a royalty under this lease. · 

9 . ROYALTY PA YME:-ITS AND RE?ORTS. All royalties not taken in kind shall be paid to the Commissioner of the Gcner.U Land Offic; at Austin. 
TcxlS, in the following manner: 

P1yment of royalty on production of oil and gas shall be u provided in the rules set forth in the Tex~ Register. Rules cum:n.tly provide that royalty .on oil ~:ue 
and must be rec:ivcd in the General Lllld Office oo or before the Sill day of the second month suc=dmg the month ofproducuoa, and roy:llty on gas IS due_ fth 
must be rece ived in the Gcner:ll Lllld Office on or before the I 5th day of the second month succeeding the month of production, accompanied by the affidavtt ~. c f 
owner m:mag:r or other autllorized J.gent. comple ted in the form and manner prcsc:ibed by the General Llnd Office and showing the gross amount wd disp~sm~n. 0 

all oil ';utd gas produced wd the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross production. dlsposiUOn 



and market value _includinc ps mctc:r readinp. pipe.liDc receipts, p.s line receipr.s and other chccla or mcmorUJda of amount produced and ~ut into pipelines. !3nks.. 
or pools and cas IIIICS or ps SIDf<li~ and any other reports or rceords which the Gcncnl Laud Office m3Y tc;tuire to vc.rify the ps.s producuoa. disposition and 

' manct val.uc. In all cases the authority of a~ or qcnt to -=t for the Lcs.scc bcrciD mu.st be filed iD the GcDcnl Lmd Office. Eac.h royalty P&)'nlcnt sllaJJ be 
&cCOmpuued by a check stub. sc.hcdul~ summary or ocher rcmittmcc advice sbowillc by the assipd GcDcnl Lmd Office lease number the amoWit of royalty be" 
paid on cad\ lease. Ifi.c:s.scc pays his royalty oa or before th.iny (30) ~ a&t the royalty paymc:~twa due, thc:IJ Lessee owes a penalty of S% oa !.he royalty or lAC 
szj.~. _whidlcver is p-cater. ~royalty pqotnCDl wtticb is over thUty (30) days tau shall ac::crue a pczuJty of 1o-~ o!thc royalty d~ ~ S2.S.OO whichna-is~­
In a.dd1Uon ID a pc:Wty, royalties shalt ac::::ue int.cR:st a& a ra&c of 12;-~ per year, such ~will bq.iD x=lin& wb.czl the 1"0)'3lty IS SIXty (60) days overdue_ 
Affidavits and supportinc documents which~ not filed wb.czl due sJWJ incur a penalty iD m amollllt set by the Gcncnl Land ot!ice a.c1ministnlive rule whlc:h is 
effective on the d.w: when dlc affid.zvits or supportin& documents w-c:r-c cfuc. The Lc:ssec shaJJ bca-111 responsibility for payin& or~~ royalties lD be paid as 
prescribed by the due eWe provided herein. Paymcm of the dcli.oqOCDC)' penalty shaJJ in no wzy open~~: to prohibit the State's riiht offorfcitutc as provided by law 
nor act to poslp<lnc the cbze 011 which royalties were: orici.aaJiy due.. "The above pcn.a.tr:y provisioas shall1110r apply ia a.scs of tide dispute as to chc Swn ponioa of 
the roy:llty or to that portio a of the royalty in disputl: as tD tm maricrt val uc.. • . 

10. (A) RESERVES, CONTRACTS AND entER. RECORDS. Lcsscc shaJJ mmW!y ~the Commissioner of the G=cnll.and Oftia:: wilb 
its best possible estimate of oil and JIS rc:sc:rvcs undcrlyin& this lease: or allocable lD this lease :md sbaiJ 6lnUsh said Commissioner with copies of an contracu lllldc:r 
which psis sold or proces.s.cd and .lit subscquc:u1 aar=zncms aad amendments to such comraas wilbia thirty (30) days a4a c:ntcrin& ia.to or m.altinc such~ 
agrcancnts or m!C!Idment!... Sucb contracts met ~ wbc:a received by the Oc:acn1l.and ot!ico shall be bdd iD coo..f!dc.Dce by the Gcncnl Lmd Offic.c UDic:u 
ochc:wise authoriud by Less=. All otbcr c::ootnldS and rccord.s ~to tbc procfuc:tioa.tnDsporwion. sale and ~g oftbc oil md ps produced oo said 
~ iDcludinc the boola and ¥COunts, ruz:ipt:s md discha.r&es o( all wells, l3alc:s. pooLs. IDdl:rS, aad pipeli.acs shall • an times be subject to impcctloa :md 
c=mination by lhc Coauni.ssioncr of the Gcnc:al Land Office, the Aaomcy Gc:nc:aJ. the Govemor, or the rcprcsc:!Uitive of my of them.. • 

(B) PER.\ilTS, DRn..LING RECORDS. Wri.a.c:a ooticc of~l operations oo this lease shall be submitted to !he Comraissioucr of !he GcncnJ 
Land Office by l.a:s~ or Opc:r.llOI five (S) dzys before: spud date, 'IIII'Qdcovcr, rc-cntry, tcnpor.uy abandonment or plu& and abandoMICJlt of my weU or wells. Such 
written ootice to the Gc.ncnl Land Offia: shall include ~pies ofR..Ulroad Commission forms for applic:Won lD drilL Copies of well t=ts, complctioa rcpons 3lld 
pluuinc reports shall be supplied to the Gcnc:ral L.lnd Office a.t tbc time they arc: tih:d with the Tens lUil.road Commission. All applications, permits, reports or 
other filinp that rcfcrc:nce thU lease or any specific: wc:U on the !cued pn:mises and tba1 arc submia:d to the Tc::xas Rmroad Commission or my other JOV1:lm11cntlJ 
agenc-y shall include the word "Stl!A:• ia the title. Additioaally, in ~nW!ce with Railroad Commission rules. :my sicna&e on the leased prc::nises for !he purpose of 
identifY in& wells. lUilc baa.cries or other associated improvements to the land mu.st ~include the word •staa:. • l.asc: shall supply the Gcnc:raJ Lmd Office wilh 
my rc~rds, memoranda, x:counts, rcporu, c:utrings md ~res, or othc3" information relative to the opcratiou of the abov~aibcd premises. which Ill&)' be 
requested by the Gcncnl Ur1d Offic:c. ill addition to those herein expressly provided for. ~ siWl bYe m el~c::ll and/or radioactivity survey made 011 the 
borc·holc sc<:tion, from the base of the sucf¥:C casing to the total dc;lth of well, of all wclls dnllc.d oo the above dcscn'"bcd premises and shall transmit a !rUe copy of 
the lo& of c=h survey on c=h well to the C-.:nc:ral Land Office within fi&en (15) days zftcr the malcin& of~d smvcy. 

(q P~AL TIES. Lessee shall incur a penalty whenever rcporu, documents or other mat:rials a.rc not filed in the ~n~ Land Office when 
due. The penalty fo r late filing shall be set by the Gcncnl Land Office a.dministr.uive rule which is e~ctive on the date when the awcrials were due i.a the Gcncr.ll 
Land Office. 

II. DRY HOlE/CESSATION OF PRODt:CTION Dl.lUNG PRIMARYTE.'rl I!. durioc the primary t::m hc:r=fand prior to discovay and produc:tion 
of oil or gas on said land. Lessee should drill 3 dry hole or boles thez=a. or if during the prim.llry tmu bc::-cof and after the disrovc:ry and ac:uaJ production of oil or 
gas from the leased premises such production thc:r=f should ce:J.SC from any c::wsc, this IC3Se sball110t term.in.al: if oil or xforc: the c:xpir.uion of sixty (60) days from 
d¥-.olcompletion of said dry bole or c:cssarion of production Lcs:s= commcnc:c3 3dditiooal drilling or n:worltiog opc:r.Wons thc:-:on.or pays or !c:odcrs the next 

aniiU:¥ 4llay renl:l! in the same ID:u\1\Cl" lS provided ill this IC2Sc. U: duri.ac the last ycr of the primary tc:m or within sixty (60) days prior the. -::to, a dry bole be 
co~d and abandoned, or the produc>Joa of oil o r ps should c;.c:as.: for any e:uuc. Lcssc.c's ri&hts shall remain ia full for= and effca without Nnbcr opcntions 
~ ~<¢xpintion of the primary tcnn; and ifLcssce has not resumed production in p~& quantities n the c:xpir.uion of the prinwy tum, Lcssc.c m.1y rnainc.in this 
le~ by ~nductin& 3-ddit:ionaJ drilling or rc-woricm g operations p=anr to P:vagr39b 13, I.Lling the <:XiJir.uion of the primary t.e.nn as the date of =ali on of 
P'"PWCVion under P:1r.1gr.1ph 13. Should me flrn well or any subsequent well drilled on the above dcscn"bcd land be ~mpleted as a shut- in oil or ps well within the 
lfrilll~rm h=t; Lc.sscc may resume payment of the mnu.a.l rcnal in the sam.c man= as providc4 bc::-cin on or before the rental paying d3.tc following the 
evlintion of sixty (60) d3Js from the date of completion of such shut-in o il or g:u well :md upon the failur-e to ~ suc:!l payment, this IC2Se shall ipso f3ctD 
~~=*:. If 3l the c::xpir.:uion of the primaty = or any time thcr=ftcr a shut·in oil or g:JS well is loc;;n.c:d on the !c::~Sc:d premise, payments may be made i.a 
acco~ce with the shut-in provisions bc:rco!. 

• 
• • • • • • 12. DRII..UNG A..'ID REWORKING AT EXPlRATION O F PRI.MARY TER.'rl 1( a& the c:q~ir.uion of the: primary tc:nn, ncith:r oil nor psis being 
pf-Mill:ed on said land, but Lcssec is thc:n rnpged in drilling or rcworX.ing opcrations thc::rc:on, this !cue shall remain in for= so long as operations on said wdl ~r for 
.AiiJLig( or rc:worlcinc of any additional well a.rc prosecuted in :ood faith and in-worlcnanlike mann.er without iatenuptions touling more than sixty (60) days dunng 
:&ly orft: such op=tion, and if they rc:sult in the production of oil and/or g:u. so long thcrc:aft.c:r as oil and/or g:u is produc::d in paying quantities from said !:and. or 
payment of shut· in oil or zas well royalties or compensatOry royalties is made: :u providc.d i.a this lc.35e. 

13. CESSATION. DRlll.ING. A.'ID REWORKING. It ~the c:q~ir.uion of the prin=y tern\, production of oil o r g.:u from the leased prcmiscs,1ftu 
once obtained, sllould c:c.:ue from my cause. thU lease shall not tc:m.ina1.c: ifi...c.ssce ~mmcnc:c3 add.itio!W drilling or n::worX.ing opc:ntions within sixty (60) days 
after such cas:~tion, and this !c:as.c shall rc:nain in full force and effect for so long :u such opcn.tions continue in good wth and in worlananli.k: m:mnc:r without 
interruptions towing more chan sixty (60) clays. I! sucll drilling or rcworicing opcr:ltions result in the: production of oil or gas, the lease shall rc::n:Un in fUll force ltld 
effect for so long ;u oil or gu is produced from the lc:ucd pn:.mises in paying qu1111tities or payment of shut· i.a oil or gas well royaltia or paymcot of com~31.0ry 
royaltia is made as provided hc:nin or as provided by law. Ifche drilling or rcworlcing opcntions I"C$Uit i.a the ~mpletion of3 wc:ll as 1 dry hoi~ the (c:ue wtll oot 
tennina.tc: if the L:.ssc: commen~ addition;U drilling or reworlcin' operations within sixty (60) days after the completion of the we ll as 3 dry hoi~ and this le3Se 
shall rc:m:lin in effect so long :u L=ec: continues drilling or reworking opcr:ltions in good faith llld in a worlcnanlilcc m:IMcr without intem1ptions towing more 
than sixty (60) days. Lessee shall give wriaco notice to the: General L=d Offic: within thirty (30) days of any cc:ssa.t.ion of production. 

14. SHl.IT·lN ROYAL TIES. For purposes of this pangrapl\. •wc:ll" mell1S any wc:ll thai has bc:n assigned 1 well number by the: stl!A: ag~cy ~vin_g 
jurisdiction over the: production of oil and gas. If. 11 any time after the expiration of the primary term of a le:ue tha.t. until being shut in, was being maJnwned ~ 
for~ and effect, a wc:ll c :~pable of producing oil or ga.s in paying quantities is loc:u.ed oo the: lc:ucd premises. but oil or g:u is not being produc.:d for l:~clc of suitable 
production f:~c i lities or lack of a suiuble marlcet.. then Lessee: may pay a.s a shut· in oil or g:u royalty an Jmount equal to double the: JMual renw provided in the 
le:ue, but not less than S 1.200 a ye:ll (or e3c!l we: II e:~pable of producing oil or g:J.S in ;~aying qu:lll ti ties. lf ?3ragr.:tph ~ Rf~~~"f-~ rcnul 
:llllount.. then for the purposa of this pan~'":lph, the delay n:nul =:ount shall be one dollar (S 1.00) per ac:c. To be c~~~· e~Jlfff&lf~~~ty89J: 

® ~'iitM~ 



must be paid on or before; ~I) the apintioo oftbc prim.ary rem, (2) 60 days after tbc Lc:sscc CQSCS to produce oil or cas &om the: leased prc:mises, or (J) 60 days 
aftc l.e3.s« ~~plc:tcs a drillinc or rc:wotkinc opc:ntioo in xalrdaocc: with the Ic:asc provisioas; wtUtb"" date is latest. Such p~t lha.ll be rna.dc: ooc:-h&lf(l/2) 
to the: C~mmwaooc:t of the: Gcncnl Lmd Office and onc:-half{I/2) to the: ownc:r of the lOil If the shat-in oil or ps ~ty is paid, the lc:a.sc: shall be COI1Sidered to be 
a prod~CID& lc:asc and the: payment shall c:xtcnd the rem of the: lease for a period of one )'e:ll from tbc c:nd of the primary tc:nn. or &om the: tim day of the month , 
followmg the month in wbich produc:tioo eealc:11, 111d, aft.a that. if no suitable: produc:tion £ac:i1ities or suitable: marUt for the oil or p:s exists. Lesse-e may extend the 
lc:uc: for four more su=ivc: periods of one (I) yc:ar by payioc the~ zmount ca.cb yev oo or befoR the apintioo of c:xh shut-in yeac. 

IS. COMPENSATORY ROYALTIES. U: clurinc the: period the lease is kept in dfec:t by p3Y!IIC1t of the shut-in oil or ps royalty, oil or psis sold and . 
delivered in paying quantities &oro a weD Joc:aud within one thoulaod {1,000) ti:et of the leased pr=Uses aad completed in the same: producing I"I:Sc:rt'oir, or in my 
case: in whi~ dnin~ is occuning, the ri&ht to c:oarinue to aWntain tb.c lc:ase by payicc the shut-in oil or ps royalty shall c:c:a.se. but the lease .slW! remal!l e!Ycttive. 
fo r the rcmaander oftbe yeac for whi~ the royalty b.u bcc:n paid. The: t=ee may ma.i.otaio the tea.sc: (or fou.r ~DCR su=sive y=s by Lessee payinc co~ 
royalty _u the ":Y~ty ra.tc: provided in the I= of the mart.ct value: of produc:tioo &om the wen =inc the:~ or which is complc:t:d in the lame Pt"Oducing 
r"e$crYO&r and wathin one thousand (1,000) feet o(tbc lc:-=d prc:znises. The compensatory ~ty is to be paid monthly, ooc:-ha.lf(l/2) to the Coauuwioac:r of the 
General Land Office and one-half (112) to the owner oftbe lOil, bqioning oo or before the last d2y oldie month (oUowiog the mood! in wbich the: oil or psis 
produced &om the well causing the cfnina&c: or tb2l is complc:lled in the same producing raervoir and loc::=d witb.io one thoannd (I.CXJO) f.=t o(thc: leased~ 
IC the COmpellWOfy royalty paid in Krf 11-moiUII period is in m amoWit lc:ss t!wl the annu.a.l siutt-in oil or ps roya.lty,l..cs:sce s!WI ~ m amount equ.a.1 to the 
di!fcrcnce within tblny (30) days 6-oln tbc end of the: U-iDOotb period. Compc::uatory ~ty paymcnu which are DOt timely paid will ac= pcmlty and inten:st in 
ac~r<Unce with Pangrapb 9 of this lease. Nooe of these provisio03 will ~licvc Lc::ssc-c: of the obliptioa ofn:asoa:ablc: dc:vc:lopment oor the obliptioo to drill offset 
wc:lll u provided iD Tc:::as Nanni~= Code: 52.113; bowevc:r, ll the dc:-tz:nnirw.ioo o(tbc Ccmmissioner, md witb the Comm.issionc::'l written appro'n!, the 
payment of ccmpensuory royal tia can satisfy tbc: o bli ptioo to dn11 o ffiet wclls.. 

16. RETAINED ACREAGE. Nocwillutanding :uty proTislon of this lease to the coatrary, aft.cr a well producing or capable of·producing oil or gas has 
be :-a completed on lile l~ed premises. Lessee shall aercisc the cliligCDcc of a reasonably prudent opc:rllllr iD drilling such additional wc:U or wells as may be 
=nably necessary for the proper dc:Ycloprncnt of the: leased premises and in mariccting the production thc:reoo.. 

(A) VERTICAL In the: c-v~t this lc::uc is in force: and elf~ two (2) years :Utc:r the c:q:iratioo d.a.tc: of the ;~rim.aty or extended tenD it shall then tcnn.inao: 
u to all of the lea.sc:d premises, EXCEPT {I) 40 ~surrounding e:acll oil well capable: ofproduci.ng in payinc quantities and 320 ac:-cs SlUTOunding each ps well 
Qpablc: of producing in paying quantities (mcluding a shut-in oil or gllS well as provided in Pangn.ph 14 bcrcot), or a well upon whic.h Less~ is then enpgcd in 
continuous drilling or reworicing opcr.uions, or (2) the number of 3C"CS included in a producing pooled unit pursuant to Tc:::as Natural Resources Code: 52.151-
52.153, or {J) such grc:~ or I= number of~ as may thc:l be alloe3tc:d for production purposes to a pror.uion unit for c:ach suc.'l producing well under the: rula 
and ~gula.tions of the R.a.ilroad Commission ofTc:xas, or any successor :tgcnq, or other governmc:ntal ;wthority having jurisdic:tioo.. If at any time after the dfec:tive 
date of the partial tc:rmina.tion provisicns b.c:rc:ot; the: applic:s.ble field rulc:l arc chang=Q or the wcU or wells loc:ued thc:rc:on are reclassified lO that less ac:n::tgc is 
th==:lftu alloc;~tc:d to said well or wells for production purposes. thil l~e shall thereupon terminan: as tD all =gc not thc::=fter alloc.at:d to said well or wells fo r 
prcduction puzposcs.. Nocwithst:lnding the tcmlina.tion of this l=e u to l portion of the: lands eovercd hc:reby, Lc:sse: shall nc:venhc:le.ss continue to have the right of 
ingress to and ep-e:u from the lands still subject to this lnse fo r all purposes described in ~h 1 hereof; toge:her with ~c:mcncs and rights-of-way for existing 
roads, existing pipelines and other existing facilities on. over and ac:ou 0111 the la.ads described in P~pb I hereof \the rcuined lands}, for a.ccess to and from the: 
rcuined lands and for the gathering or tr.msporutioa of o il, :as 30d other minerals produc:::d &om U:e ~t:Uncd lands. 

(B) HORlZO NI' AL In the: e-vent this l~e il in for= and elfec: two {2) ye:a.rs after the: ::xpintion date of the primary or ext...-nded t.enn it sb.UI ~cr • 
t:rminau: u to all depths below 100 fe:t below the toW depth drilled (bercinaftc:r "deeper dc:ptlu") in ex!l wc:lllo=d oo =:~ge retained in Pangnph 1'~)" • • 
above, unless on or xforc: two (2} years after the primary or extc'ldcci £:tm Less= pays a.a ilmount equal to onc:-balf (1/2} of the bonus origin:llly paid as • 
consideration for this le:asc: (u specified on page 1 bc:rc-of). If such ;unount is paid, this lc::LSC sb3ll be in for= and effect as to suc:h deeper depths. and said • •: • • • 
termination shall be de layed for an 3dditionaJ period of two (2) ye:us and 30 long tbere:Utc:r as oil or gas is produc:d in paying quantities from such dcqer ~til! • 
covered by this 1=. • 

•••• • • • 
{C) IDENnFlCA TION AND FlUNG. The surf~ aae:~ge ~tained hereunder u ro ~ well l h:lll, as ne3tly as pr.~ctic::ll. be in the: form o( a sqtare ..tith 

the: wc:l! lac:ued in the: center thereof: or such other shape 3S may be approved by the Conunilsionc:r of the: Gcncr:al Lind Office. Within thirty {JO) days lfttr-_P~ • 
terr.lina.tion of this lease as provided here:.O. I.e= shall execute: and reccrd a ~lease or rele3.Ses containing l satisfactory legal description o f the ~e :m&er • 
dc;Jth.s not ~tained hereunder. The re~reed ~lezc:. or a certified copy of same:. shall be filed in the Gcncnl L.lnd Offi~ ac:ompani~ by the: filing f~ prescribae 
by the Gcner.U Land O ffice Nlc:l in effect on the C:w: the rclc3Sc is filed. !!Lessee fails or ~filla to execute: :llld record such relc:ue or relc:ua within ninety (iJQ)t • • 
da)'lllfter being requested to do so by the Gencr:al L.lnd Office, then the Corrunislioner :It bis lOie disc:-etion may designate: by written instrument the ~e ~. 
de;Jth.s to be released hereunder and rea:lrd such imtrurneot at Lc:ssc:'s c:xperuc: in the: counr:y or countic:l wberc the: le= is loCltc:d ;uad in the: official n:eordl qf the • 
General Land Office ll!d such dc:lignation shall be binding upon Lc.s.sc: for all purposes. : • • •: 

17. OFFSET WELLS. Neither the: bonus. delay rentals, nor roy:lltic:.s paid, or to be paid, under this I= shall ~lic:vc ~of his oblig:~tion to proteCt 
the oii J.nd gu under the a.bovc:-dc:.scribed land from being draine:i Lcssc:e, sublessee, ~c::: iver or other agent in control of the: leased premises shall drill as m.illlY 
welts 3.S the factS may j wtify ll!d shall use :~ppropri:ue me:lnS 30d drill to a depth aece:ssary to pn=ve:-~t undue dnin:~ge o£ oil and g-.u from the le:JSed premises. In 
addition. if oil iltldlor p.5 should be produc:::d in commercial quantities within 1,000 feet of the lc:uc:d p~misc:3. or in any case where the lnsed premis.c.s is be ing 
drained by production o f oil or gas. the Lcs.se:, sublc:ss~. ~c:iver or other Ji!:nt in control of the lnscd premisc:l shall in good filith beiin the drilling oh well or_ 
we l ls upon the: IC3Sed premises within. 100 days llfter the: draining well or welts or the well or welll completed within 1,000 feet of the: leased premisc:l start producang 
in c.:Jmmcrcial qu:111titics and shall prosecute such drilling with diligenc: . F:1ilure to satisfy the starutory offset obli gJ.tion may subject this lc:a.se and the owner of the 
soil 's 1gency right.s to fo rfeiture. Only upon the: detcnnination of the Commilsioner o( the Genenl Land Office and with his written approval may the payment of 
compensatory roy :llty under applic:lble surutory paramet.cn satisfy the oblig:u.ion 10 drill an offset well or wells required under this pangr.1ph. 

13. FORCE ~URE. Tf. after a good faiLI-J ~lfort. Leuc-e is prevented &om complying w ith any express or implied covc:1ant of this le:u<:. from 
cc n duc:ing drilling oper.u.ions on the !c.:ued p~misc.s. or &om producing oil or ga.s &om the le3.Sc:d prctn~s by ~a.son ofw:lf, rebellion, rialS, strilces, :u::.s of God. 0~ 
any valid order. rule or regYiation of gove:nmentluthority, then while so prcvcnu:d. Lessee's obliptio n to comply with suc!l covenant shall be suspended J.nd Lesse­
sh:Ul not be liable for darnagel fo r failure to comply with such covcnanu; additionally, thille3.Se sh:lll be cxu:nded while: Lessee: is preve:1tc:d, by any such c:11.1Se, 
fro m conducting drilling and ~working operations or from producing oil or glS from the le3.Sed prc:nisc:l. However, nothing in this para.gr:~ph sh:lll suspc~d the .

1 pay ment of de lay renuls in order to m:t.inu.in this leJ.Se in effect during the: prim:~ry u:rrn in the :lbse:1ce of such drilling or ~working o per:u.ions or produc:aoo of 01 

or g 1S. 



·- .. 

19. WARRAl'ni' CUUSE.. The owner of the soil wounnts and :~p"CC3to defend title to the fascd premi.sa. It the owner of the soil defaults in 
payments owed on_the lc:ascd premises., then l.es.sce auy redeem the ri~ of the owner of the soil in the k=:d praniscs by payin& any mortpge. ~es or ocher lieu 
on the leased prem=. lfl.essee makes payments on behalf of the owner o(the soil under this panuapb.. W.se: 1D3Y recove:- the cost of these payments &om the 
reaw and ro~ties due the ownc:rofthe soil · 

. 20. (A} PROPORTIONATE REDUCTION a.AUSE. If the owner of the soil awns less thm the entire andividcd sumce c:stm: in the abo~ 
dacnbed land, whelbe:- or not Lcss.ec's inr=t is specilied hc:Rin. then the royalties and rental ~in pro'rided to be paid to the ownc::- ofthc soil shall be paid tD hizza 
in the proportion wbicb his interest ban to the eru.in: undivided sw-fa.cc estate and the: royalties md ~w lluein provided to be paid to the Commis:sloua-orlhc 
Gc.acr.U Land Office of the Stale o(Te:us shall be liUwise proportionately n:duce11. However. before Lessee aa)UStS the royalty or I'CIW due to the CoDIIIIistioner ( 
~e Gcnen.l Land Office. Lessee or his wtboriz:d n:pn::sentative must submit to the Commissioner oCthc General Ulld Ot'fi~ a writt= SfUrmcnl which apfaills ~ 
dJScn:pancy be~ the interest pu:-portcdly l~d under this lease and !be ac:ua1 ina:rcst ownc4 by the OWDc:r of !be soiL The: Commissioner of the GencnJ Uod 
Office shalf be pa~d the value o(thc whole production al!OC3ble lXl my 1mdivided incuest not covc:rcd by a lease. less the proportionate dcvelopmcu m.cf J'rodoaioa 
cost alloQbfe to such andividcd in~ However, in oo event shall d:lc Comm.is:sioner of tbc C~ Und Office receive as a royalty on 121e pw:s produc:tioa 
alfocble to the undivided intucst not lc:ued an amount less than the n.lue o(o~sixu:t:ntb (1116) o(sucll :ross-produc:tioa.. 

. (B) REDUCTION OF PAYMENTS. It dwinc !be prinusy tetm, a portiQo oftlle land !;OYC'I:d by this lease is included within the bound.ies 
of a pooled UM that has been approved by the School Lmd Bow md the ownc:roCthe soil iD accordaacewilh Nallln.l RcsoW"CCS Code Sections 52.1Sl-S2.1S4 or 
it: u my time aJ\u lhe expiration of the ;mmaty tcnn or the a=ded tara.. this IC3SC coven a fcs.sc:r number o( xrcs thm the tow amount desaibed bc:n:ia. ' 
payments thu are m3de on~ per KTC basis hcn:undc:- shall be reduced ac;ordin& to the number ofa.r:rcs pooled, released. sum::~dcred, o:- othcTwisc: SC'VerC1i, so 1h3l 
paymcnu determined on ~per xz-e basis 1.mder the tcnns of this lease dnrin& the primary term sb.all be caJCIIl~ based upoa the number o( aacs outside the 
bou.ncbrie;t of~ pooled u.nit. or, iC a1'lu the cxpirarloo oC the prima:y tc.-m. the number o( K:"CS =ally reained md covered by this lease. · 

21. USE OF WATER. I.css.c.e shall have the right to usc wau::- produced on said land ~ Cor opcrarioas under this le:ue except water !rom wdls or 
t.anlc.s of the owner of the soil; provided. bowcvc:-, I..essec shall not usc potable wuc:r or waLc:r suitable for live:stoQc or irri&moo pu:-poscs for wuc:rflood opcn.tions 
without the prior consent oCthe owner of the soil 

22. AUTHORIZED DAMAGES. Lessee shall pay the ownCT of the soil for damages CUI.SCd by its opcntions to all pcrso11aJ property, improvements, 
livestoclc and crops on said land. 

2J. PIPELINE DEPTH. When requested by the owner of the soil. Lessie shall bury its pipdines below plow dc;lth. 

24. WELL LOCATION LIMIT. No well shall be drilled= than two hundn:d (200) fe:t to any house or bam now on said ;=mi.sa without the 
wria.cn co~nt o(thc owner of !he soil 

1S. POLLlJTION. In developing this atel, Lessee shall usc the highest degm: ofc:u-: and all propc:- safcg~Wd.s to prevent !)OIIution. Without !Uniting the 
foregoing. pollution of coasul wetlands, rurural water'IW)'3. riv= and impounded W111er shall be ;ln:Ycnu:d by the usc of containment fac-Jit:ies sufficient to prevent 
spill age, seepage or ground wat""r cont:lmin.a.tion. In the ~ent of pollution. I...::slee shall use :Ill me=s at its dlspo$3lto rec:~pcun: 311 CSc:::lpCd hydroc:lrbons o:- o!bcr 
!)OIIut:lllt and shall be responsiole for all daln:J.ge to public md priv:tte propc:ties.. ~ec shall build md maintain fences around its slush.. sump, md dr:linage pia 
and Wlk baacries so a:s to prou:ct livestOck J.g3inst loss, damage or injuzy. 3:nd u!)On completion or abandonment oC my well or wells. I...::slee shall fill ;md level all 
slush pits and c:.ell= and compleu:fy cfe:m up the drilling site of all rubbish t.hc."C"On. Lessee shail.. while conduc:inc oper:u.ions on the fe:xsed premise$, lcc:-1) said 
Pi~~ free of .UI robbish, c;ans, bollle5, ;lapel" cups or g:ubage., and upon completion of opcraeons shall restore the surfuc: of the land to as neat" its original 
cofld~n :~nd contours a:s is pr:JCtic:;U,fe. Tlnks ;md equipment will be kept painted :~nd presentable. 

•••• • • • • • • 26. RE.~OV AL OF EQUIP~. Subject to finUtarions in this paragraph. [.esse: shall h.ave th.c right to remove m.a.chinc.-y and fixtures placed by 
Lescc on the fe~d prc::nises, including :he right to draw and remove c::lSing. w ithi.n one hundred twc'lty (120) days 3ft.eT the cxpir.uioo or the tcnninarioo of this 
lc~~lcss the owner of the soil gnnts L::sse: an extension of this 120-<iay period. Howevc:-. L=: may 110t remove casing from :my wcU c:::tpable ofproducinc oil 
.tz.4 !~n paying quantities. Additionally, Lessee may not dr.lw and re:nove C.l.Sing until il.ftu thirty (JO) dzys wr:tien noti~ to lhe Commissionc:r of the Gcnc.-;U 

~d OJfice md to the o wnc:- of the soil. "P-Ic owner o f the soil sh~ll b=ome the owner of any roac.'linay,lixiun:.s. or casing wb.ic:h are oot timely re."noved by L= 
~d~.cec terms o(thi.s p~h. . . 
• • • • 27. (A) ASSIGNMENTS. Under the conditions contained in this pl.l':lgnPh and ?~h 29 of this lase, the rights md estlLCS of either patty to thiS 

4~~: .ra:rr be 3S.Signcd., in whole or in pan. ill!d the provisions o f this fe:ue shall c:xtend to and be binding upon thett" heirs. devisees, Jcg3l rc:prc::scnutives, su~c:essot3 
;11\Q :wigns. However,~ change or division in owncnhip of the lmd.. n::~uls, or roy:Lltic:s will oot enlarg~ the obliption.s ofl..:s.s=. diminish the rights. privileges 
~.!ues ofL=ee. impili the effcctivocss of any payment made by Le:s.see or impair the effectiveness of 31\Y 1.Ct ;lerformed by Lessee. And no change or 
c!ivisicfn in ownet3hip of the land. rcnt.:lb, or royalties sh:Lll bind Lcsse: for any pwposc until thirty (JO) days alter the owner of the soil (or his heirs, devis~ leg:~! 
reprc:scntl.tive;t or assigns} furnishes the I...::slee with satisf~ory written ~idencc of the change in owncnhip, including the original recoreed muniments of title (or 3 

c:ni tied copy of such original) when the ownet3hip changed bec;wse of a convcy:Lllce. A touJ or partial mignmcru of lhis le:ue shall. to the a tent of the intcrt.St 
ass igned, relieve and disc:.lta:-ge L=e of all subsequent obfigJ.tions undc:- this lease. If this f~e is assigned in its entimy u to only part o f the ac:=ge., the right :~nd 
option to p~y renlals shall be apportioned as between the sevc:n.l owncn raubly, ilCCOrding to tbe lrCl of each, and ruh.ll"'! by one or more of them to pay IUs share of 
the ren!.al shall not affect this le:ISe oo the ?3rt of the land upon wh ich pro rau rencds are timely ?aid or tendered.; however, if the :wig:nor or a.ssignec docs not file 1 

c...-rtificd copy of sue:!'! :wignme:\t in the Gcnen.l Land Offic:.e be fore the next reotli paying date. the entire lease shall tmninne for failure lXl pay the eotin: rencl due 
under P=gr:tph J . Every :wignee sh~JJ succeed to all rights and be subject to :Il l oblig:Wons, liabilities, and penalties owed to the Sw.c by the original lessee or any 
prio r :wignce of the fe:ue, including li'IY liabilities to the Sut.c for unpaid royalties. 

(B) ASSIGNM:Em LIMITATION. Notwithstlnding :~ny provision in PJr.lVlph 27(a), if the owner of the soillCquircs this l=se in whole or in put by 
:ISsipmcnt without the prior wrincn approv:Ll of the Commissionc::- of the ~ncr.U LJnd Offi~. this lc:ISc is void as of the time of:wignment ar&d the agency power 
of the owner may be forfe ited by the Commissioner. An assignment will be trc:Jt.cd i1S If it were rnade to the owner of the soil if the assign~ is: 

(1 ) a nominee of the owner of the soil; 
(2) ~ corporl.tion or subsidiary in which the owner of the soil is a principal stocld!older or is ll'l employee of such a corporation or subsidiary; 
(3) a partnet3hip in which the owner of the soil is a partner or is :111 employ~ of such a partnet3hip; 
(4) a p:-incipal stoclcllolder or employee of the COI110ration which is the owner of the soil iF SEAL~ ~RTl~ ~ 
(5) ~partner or employee in a p31t11mhip which is the owner of the soil; ,_.;;E~ THE j ~(e -7 [' 

® 



( 6) a fiduciary !or the owneT of the soil; includin 1 but DOC lizN ted to a pardi.J.n. lni:Stcc, executor, lldministr.uor. n:~ iver, or conscrva10r li th 
owner of !he soil; oc or e 
(7) a family member oftbc owner of the soil or n:la.tcd to the owner of the soil by marriage, blood, or adoption. 

23. REL.EA.SES. Under the c:onditioru contained in this paragnph md ~b 29, Lessee ID.IIY ;u ;any time =.lte md deliver to ·the owner of lhe iJ · 
an~ pia~ ofn:eord a re!e= or releases covering any portion or portions o!tbe I~ premises. md thereby s=nder this lease as to such portion or portio115. 

111
S: be 

relteved o(all51.1b~qucnt obligations as to aaca&e sum:ndered.. If any part of !his lease is properly~ the delay rental due under this lease shall be n:duc:d 
by die proportion Lhal the surrcnden:d ac=age bean to the aaea.ge which W2S covered by this lease immed"wdy prior to suc:b surrender; however, such release will 
oo I relieve Lessee of a.ny liabilities whi~ may ~ accrued under this lease prior to the sun=dcr oC suc:h xrcage. 

29. FILING OF ASSIGNME'-ITS AND RELEASES. If~ or any part of this lease is zs:sipxd ot released. such a.ssi~ or rdeasc must be recorded . 
the county where the land is situau:d. md the recorded insttumau., ot a copy of the rct:en!ed imtlaw::u ccnified by the County Clerk of the county in which the LD 

instrument is recorded. lnllSt be filed in the Gcncnl Land Office within 90 days oftbe last exeattioo dale accompanied by the prc::sc:ribed filing fee. If any such 
assignment is not so filed. the rights ac:quired under this lease shall be subject to forfl:iwn: u tbc optioo of the CQmmissioOCZ' of the Gencnll.and Office. 

30. DlSCLOSURE CUUSE. All provisions pauining to the I= o(tbe above~l>cd land have been inQuded in this instru:mau, including the 
st:uemcnt of the true consideruion 10 be p:3id for the c:x=tion of !his lease md the ri&Ju:s md duties of !be parties. Ally collarcnl ave=ts con=ing the 
development of oil md ps from the leased premises which are not contained in this lease R:lld.t::r this lea:se iDnlid.. 

31. FIDUCIARY DtrrY. "The OW'Iler of the soil owes !he State a fiduciary duty md must 1Wiy disclose any facts affcaing the State's interest in the leased 
premises. When the intacsts of the owner of the soil conflict with tho~ of !he StaLe, the owner of the soil is obl.ig3te.d to put the State's interests before his pctsoaa.l 
in~ 

32. FORFEITURE. Ifl.=c shall fail or n:fusc 10 malce the payment of my sura within thlrty day3 after it becomes due, or iiL=e or an authcriz:d 
agent should knowingly make a.ny false rerum or false report conc::ming production 01 drilling. OC' if l.c$sec shall fail or n:t'use 10 drill any offset wc:U or welb in &ood 
faith as requin:d by law <W1 the rules and :-egularions adopted~ the Commissioner of the Gcnc::IJ Land Office. ot if!.= should fail10 file repons in the ll'lmnet 

required by law or fail 10 comply with rules a.nd :-e:uJations promulgated by the Genc:ral Land 0~ the School Land Board. or the !Uilroa.d Commission, or if 
Lessee should n:fuse the proper iWthonty x:= 10 the n:cords pcnaining to opcr.Woas, or if Lessee or m authorized 3ge111 should knowingly fail or n:t'use to p vc 
co~a information to the proper authority. or lcnowingly fail or n:fuse to furnish the Gencn! Lmd Offic: a eom:l:t log of3D:Y well. or if Less= s.hall knowingly 
vio late any of the material provisions of this lease. or if this I= is :usigned 31ld the assignment is DOt filed in the Gener:U l..ilnd Offi~ 35 required by law, the rights 
acquired under this IC:LSe shall be: subject 10 forfeitw"C by tbe Commissioner, and he sball forfeit same when sufficiently informed of the: facts which au!horiz: a 
forfein=, and when forfeited !he are3 shall again be subj cc:t 10 !c:~Se under the tl:ml3 of the Relinquishmcllt Act. However, nothing herein shall be construed as 
waiving the .rutomatic: tcrmi.oation of this !ease by opcrarion oflaw or by reJ.SOn of any special limit:Ltion arising bc:r=ndc:r. Foriciturc::s may be set aside and this 
le= and all rights thereunder n:instatcd before !he rights of ;mother intervene upon sarisia.c::ory ::vici=c:: to the Commissioner of the C'C'Oe.-al Land Office of future 
complian~ with the provisions of the law and o f !his l=e and tbe rules and reguJ:uions t!:w au;y be adopted relative bc.-.:10. 

33. UEN. In :sc:cordanc:= with Texas NatUral Rcso= Code 52.136, the Swc shall have a fim lien upon all oil and gas produc:rl from the are3 covered 
by this lease 10 secure payment of :111 unpaid royalty a.nd other sums of mooc:y t!:w :nay bealmc: due under this lease. By ~=c:: of this !=e. Lessee grants the 
Stat:, in addition 10 the lien j:lrovided by T:xas :-.latur.J.l Rcsour= Q)dc 52.136 and any other appli<=lble statutory lien, an ap= con=allien on and~ 
inte:est in all leased minc:ral.s in a.nd ~..ed from the leased premises, all proceeds which may accue 10 ~from the sale ofsuc:h leaserl minerals, whether such 
proceeds arc held by Lessee or by a third j:larty, and all fixtures on and improvcmc:ms to die l=d pre::nisc::s u.sed in connection wTth the: production or pro~' I!' 
5\lc!l lc:ased miner.Us in order 10 seC'.ltC the payment of all roy:llties or other amounts due or to bcalmc due under this le:ue :llld to secure payment o { any ~ er 
loss that Lessor may suifcr by reason of Lessee's b=u:."l of any covc:w~t or condition of this IC3Se, whether cxp= or implied. This lien and security interest~~ 
fo~losed with or without court proc=ding3 in !he manner providerl in the: Title l, Chapter 9 oftbe Texas Business and Commc:~ CQde. Lessee agrees that the• • 
Commissioner may require Lesse: 10 ex=.Jt: :md record such instruments as may be =nably nec=ary to aclcnowledge, aitaA:."l or perfec: this lien. Lessee henby 
n:presc:nts thaL there~ no prior or superior liens arising from 3tld relating to Lcsse='s activities upon :be abovc~aibed property or from Lessee's acquisitioa 61' • 
!his lease. Should the Commissioner iU m y time detamine that this n:prc::scoucion is not rruc. the lhe Commissioner may dcclar: this le3SC forfe ited as pro-v2d~. • • 
hen:: in. . .. 

• • • 
34. POOLING. Lessee is hereby granted the right 10 pool or unitize the royalty interest of the owner of the soil under this le:uc wid! any ocher le~ehol/ 

or minerll interest for !he exploration, dev elopmen t and production of oil or gas or either of them upon the: same tcm1s :u shall be approved by the: School Lmd • • • • 
Board md the Commissioner of the GcnC"3! Land Offic:= for the pooling or unitizing of the intcn:st of the State under !his leas<: pursuant to T c:xas Nat:ur.ll R~ • • 
Code 51.151-52.153. T.1e owner of !he soil 3&I"CCS !h:u the inc! u.s ion of !his provision in this le= satisfies the c:xcc-.1tion requirements Stated in Texas N~ 
Resources Code 52.152. • • • • • • • • 

35. INDE.\-1NITY. Lessee ne.:!:ly n:le:ues and di.sc..'ur:es the: SUJe of Te:us aEd the owner of the soil. their offic=s, employees. partners, agents. 
conlr.lctors, subcontnctors, guests. invitc:s, and their rc::spe<:'jye suecc:ssors md assigns. of md from all and any ~tions and c::wses of action of every nawre, Of other 
harm. including environrnentallwm, for w hic:!l recovery of damages is sought. inclu ding. but oot limited to, all losses 31\d expc:ues whic."l ~ caused by the: 
a'tiYities ofL~ee, iu officcl"l. cmployc;;s, and ag~u arising out of, ineidc:nl.:llto, or resulting from. the op=uions of or for Lc::sse: on the: IC:LSc:d premises. . 
hereunder, or that may arise out of or be oc;;:uioncd by Lessee's bre:1c.'l of any of the terms or provisions of this Agreement. or by any other negligent or stnctly hab.le 
act or omission of Lessee. Further, Less= hereby agrees 10 be liable: for. exonc:r.uc, indemnifY, defe:1d and hold bannless the State of Texas and the owner of the so•L. 
!heir officers, c::nployc:es :111d age:1ts, their suc=.sors or assigns. ag:linst any and all claims, liabilitic::s, losses, damages, actions, pcsonal injury (including de:uh), 
costs and expenses. or other harm fo r which n:covcry of damages is sought. under lllY theory inc!uding tort, eontr.!Ct. or stria liability, including anomeys' fc:s llld 
other lc:gll expenses, including those rel;u.:d to c:nvironme:Jtal haz:~rds, on the lc::ucd premises or in lllY way n:lated to tessec•s failure to comply with any and all 
environmental laws; those 31ising from or in lllY way ~fated co Lesse: 's opcr.ltions or lilY other ofL~ee's activities on the le:ued premises; those 31ising ~m 
L-o.s.sc:'s use of the: surfac: of the leased pr~:nises; a.nd those th:u may w e out of or be occ:JSioned by Le='s bn:ac."l of any of the: terms or provisions o~ thiS . 
Agrceme:u or any other ac: or omisSion of Lessee. its di~c:ors. offic::rs. employees, partners. agents. contr.ICtOrs, subcon~:o~. guests, invitees, and thetr respcC'JVe 
succ:sso~ and assigns. ~ch assignee o f t."lis Ag:re:ment, or an inte:-:.st th~in. agrc::s to be liable fe r, ex one=, indemnifY, defend and hold hannless !he State of 
Texas and the owner of the soil. their offic:rs, employees, and agents in the same manner provided alxlve in coMc:ction with the advities of Lessee. its offic:~S 
employees, md 3gents as described :lbove. E...'X CEPT AS OTHERWISE EXPRESSLY LIMrrED HEREIN, ALL OF TilE Il'o"DE.\INITY OBLIGATIO~ 
A.'IDIOR LUBILITIES ASSt.:MED ui'iDER THE TER.~ OF TIUS AGREEM£.';1 SHALL BE WITHOUT LIMITS ASD WITHOUI' RE GARD TO TY 
THE CAUSE OR CAUSES THEREOF (EXCLLlHNG PRE-EXISTING CONDmONS), STRICT LIABILITY, OR TIIE NEGLIGDlC1: OF A.'fY PAR 
O R PARTIES (INCLUDING THE NEGLIGE:'ICE O F THE INDEMNIFIED PARTY), wm:tHER SUOi NEGLIGE:-.'CE BE SOLE, JO(i';l, 
C O NC1JRRE;'IT, ACIIVE, O R PAS.SIV""E. 



36. ENVIRONMENTAL HAZARDS. Lessee shall use the hi~est dever; oC care and all rcuonable safc:JUMds to prevent conwninat.ion or poilu& ~ ­
~Y environmental IDCcliwn,. incl~din& soil. sur&ce w-uen, ~.sedimentS. and surface or subsurface sti'2U. ambient air or any o~ c::uvircllllle~QJ!Dc~ . 
m. on, or Wider, the leased p1'CtlUSCS, by 311Y waste, poiJUWit. or ccnt3minanL Lessee s1WJ not briD& or pc:mjt to n:ma.in oo the leased prerru.scs my asbestos 
conaininc~ ~als, e;xPlosivcs, toxic ~.or substanc::s reiUJaud as hn3tdous W2StJ::S, hzzardous maurials, b:lzat-dous su~ (u the tc:m '"Hzatdous 
Su.bsancc IS defined 111 the ComprchcnSI'vc E:lVU"'tUDC11W Response. Coa~pcnu.tion md Liability Aa (CERCLA). 42 U.S. C. Sec:noas 960 I, et seq.). oc toxic 
subswtc::s ~ ;any federal, state, or loc:albw or ~ztioo {"'~us MaLerials"). cxa:pt ~ products ccmmoaly a.scd in coiiDCdioa witla oil and ps 
exploration 3l1d c!cvclopmcnc operations and neRd in the: usual m.mn.cr md qumtities.. L.ES.sl:E'S VIOU TION OF TRE FOREGOING PROHIBmoN 
SHALL CONSTIT'Un: A MATDUAI. BREACH AND DEFAULT HEREtJllo'DER .AND u:ssn; SH.Al.l.JNDDINIFY. HOLD H.AR.'rll.ESS AND 
D E.FEND THE ST .A TI: OF TEXAS A."'i'D THE OWNER OF l'HE SOIL FROM AND .AGAINST ANY CIAL'r-.LS. DAMAGES. .JlJDGMENTS. PENALTIEs. 
LI.ABlLITIE.S. AND COSTS (INCLUDING R.E.ASONABU: ATrOR!'f£YS' FEES AND COURT COSTS) CAUSED BY OR A.RlSING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROmBmON OR (II} THE PRES~ a:. REI.E.ASL, OR DISPOSAL OF A.'N HAZARDOUS MATDUAI..s ON. 
UNDER. OR ABOUT TIU: LEASED PRL'\ILSES DURlNG u..ssn:•s OCCUP A.'lCY OR CO!'frROL OF TIIE LE.ASLD PROUSES.. U:SSEl: SHALL 
CLEAN UP, R.OfOVl:. RL"rU:.DY A.~"D RU.A.IR A.'lY SOIL OR GROUND WATER COl'IT.A.'rliNATION A.~ D.A.'ri.AGl: CAUSED BY THE 
PR.ESE:'ICE OR RELEASE OF ANY B.AZ.AR.DOUS MA TERLU.S IN, ON, UNDE:R. OR ABOUT TIIE LEASED PROliSES DURING U:SSEl:>s 
OCCUPANCY OF THE LEASED P'RDILSES IN CONFOR.'rfA.'lCE WITH TilE R.EQt."IRE.~ OF APPUC.ABLE LAW. THIS 
INDE.'dNIFICA TION A."'i'D .ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UND£RTA1<:I:i 
PURSUANT TO CERCU OR ANY O'TBER ENVIRONMENTAL LAW OR REGUI...A TION. LESSEE SH.AL.L !Mla:::DI.AT!.L Y GIVE 11iE STAn: OF 
n::'U.S A.~ THE OWNER OF Til% son. WJUl"I'E:II NOTICE OF A.'N BREACH OR SUSPECTED BREACH OF THIS P AR.AGRAPH. UPON 
LE.AR."'ING OF THE PRESENCE OF ANY H.AZ.UU>OUS M.ATDUA.LS. OR UPON RECEIVING .A NOTICE FROM A.'lY GOVER.~"T..U. ­
AGE:'ICY PERTAINING TO HAZARDOUS M.A TERLU.S WHICH MAY .AFFECT THE LEASED PRE~ USES. THE OBUG.A TIONS OF U:SStz: 
H.EREUNDER SHALl. SURVIVE THE EXPIR.A TION OR £..UU.I£R TER'riiN.A TION. FOR Ju.'lY R.E.ASON. OF l'HIS AGRLE..'\fi:Xr. 

37. APPUCABLE LAW. This lease is issued tm4c:r the provisions ofT cas Narun.l R.c:sow= Code S2.171 throu&h S2.190._ commonly lcno._ :as the 
R.clinquishmcnt Act, znd other applic:lble = 3l1d ~en a tbcreto, and if any provision in chis lease docs 110( conform to these SUll.ltcs, the SWUlcs wiU 
prevail o~ my nonccnforminc IC3Se provisions. 

3&. EXEetmON. This oil and ps lease must be ligned :md 1ebowiedged by the L=e before it is filed ofrc·c::mi in the county records and in the 
Gcncnll=d Office of the State ofTc:us.. Oace the filin& C'Cti'lin:mem:s found iD P:vagraph 39 o(this I= have been larlmed., thc ~ec::ive date of chis l= lhall 
be :he date found on Pace I. -

.. 
39. LEASE Fn.lNG. Puzsuant to C!.apcer 9 of the Tc:xas Business md Commace Code. this lnse must be filed of record iD the office of the Counry 

Oci in illlY county in whic:!:J ~I or my pan o(tbc lc::J.Sed premises is IOClted. and ~ed copies :hereof must be filed iD the Gcn~ L=d Office. This lc:!.SC is not 
effective until ~ ceniiied cop-y of this I= (whic:.ll i3 made and c::."'tificd by the Councy Cleri: from his records) is filed in the Gener.U L=d Offic: in a.c::ord:~~~c: with 
Texas Narur:LI Resour=s Code S2.1 &J. Addition~ly, this Jc.-l.Se 1hai1 not be binding upon the SUte unless it recites the ac;ual :l11d D'Ue consider.uion p:lid or ;u-omisd 
for ::xccutioo of chis lc::J.Se. The bonus due the State and the prescribed filin: fee shall accompany sue~ certified copy to the C-a~er.U Lind Offi= 

... 
• • • • •• 

B~ Cla v Joh n so n 

•••• • • • •• • ~-------~--~~~~~--------------
DA TE;._~;y.'----;::;z __ f __ -__ 7=:.... cJ ___ _ • 

••• • • • • •• • 
SUTE~· ~'<AS ~~ I s. • ~ J- ~ . ./ • • ·--LoR~~~~ 1"'- ., 
sY;!l /~' 1-~, 17 7'-f~ 
l~¥iiually ;At~c;r the St:u.c ofT~ 
~Ontgomery- a l ker ~ 1 4 Trust, Charlotte •••• 
OM:.~---------------------------------•••••• • • 
STATE O F TEXAS 

BY: ________________________________ ___ 

lndividu3lly and as ~:nt fo r the State ofT= 

Oat::. _________________________________ _ 

STATE OF TEXAS 

BY:~~--~----~~~~~--------­
lndividually :md as :~gent fo r the Sc:ue ofTc:x:u 
Walker Furman Trustee 

Tax ID 

STATE OF TEXAS 

BY:~~--~----~~~--~~-------­
lndividuaily atid :u J.gcnt for the Sute ofTc:x:u 

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

IF IT BEAAS THE SEAL~ ~'f'F!ED COPY 
ATTEST: /Q .::Jt;_~ 

®~ 



STATE OF _____________________ _ 

COUNTY OF ___________________ __ 

BEFORE ME. die UZidcni~t~ed authority, 011 this day personally appared'-------------------­
known to me: rD be !he pa$01l whose a.amc is sub:sc:i'bcd to !he fo~;oin& insuumem. as'--------------------......:of 

~""7"--------:----:~--:-----------------------------------~-:-~-·~ xi:nowlc:d~ to me: that be CXCCJtl:d tbc same · ' 
for Lbc purposes and coa.sidcr2tiou ~ c:xpn::sscd. in the gpac:ity s=td. md as the act md eked of said cotponboo.. · 

Given UDder my hand md sal of office this thc._ ______ cby of ___________ _,· 19 ___ • 

Neary Public: in md for ____________ _ 

STATE OF _________________ _ 
(CORPORATION ACXNOWL.EDGME:Nl) 

COUNTY OF _____________ _ 

BEFORE ME. the undcrsipcd authority, 011 this day ~nally appc:ated•-----------------------

known to me :o be the ~11 whose a.amc is subsc:lbcd to the: fo~zoin& instrumcnr, zs, ____________________ -.o! 

-:--:-------,--,...,---,-------------..,.----,-...,...----,---,.....,..--:--::--:~llld ao:lalawlcdged to me thai he c:xcc:uted the nmc 
for tbc p~ and c:ons i~on th=:i.n api"CS:Sd, in the capacity swed. and as the aa and decl of said corpor.uion. 

U.ven under my hand md SC3l of office this the. ______ day of ___________ _, 19 ___ . 

STATE OF T e-><AS 
COu~OF ___ ~ __ ~_iv __ r __________ __ 

Not:uy P...lblic in and !'.or __________ _ 

(n';"DrviD U AL AC:OIO\lfLEDGME'IT) 

•• • • • • 
Before me. the undc.:'ligne d autl1ority, on this day pc:sonal.!J' 3ppe--..r::d Charlotte Walker Furman, Truste~:.: 
of the Montgomery Walke r 1974 Trust 1 • , • 

kno wn to me to l:>c the ;lc:30n.s wb.osc: aamc:s ~ subscibed to the: fore;oing insttumot. and aclclowledged to me th.u they a : cuted the s:une fo r the ?~set and 
coruid.e:ation therein ap=d. ' 

7~ 
COU'NTY OF _ _:_M.....:..:....~oicU:...=....:::.::c;i~ll:...:..---
STATE OF (INDrviDUAL A~OWLEDG~ 

•••• I I I 

• •• 
• •• • • • •• 

• 
•••• • • •••• 

• •••••• • • 

known to me to be the pcnons whose names are su.b:sdbed to the fo~6oing instnlme:u, and acbowledged to me that they c:xe c--1ted the s;une fo r the pllr,)<lSCS 311d 

con.sidcntion tb~in e:xp re:ssd. } ./ 

Give:1 under my hand a.nd se:ll ofoffi.1c: this the (,!1 Lf day of /J ~- ,- · · _.,-;1- . . 1 9_.:...~-=:$=-----
~~ 

i. ~i\ MciNi;;:; ;..:;~co~~.1 
1*1~ '*' NOTARY PUBLIC 
\~'.;t5.h J Stata of Texas 

'.::.?i 01= :.?J Comm. Exp. 10..30-99 ..__ .... Q,.,.., .••• LJ • •••••••••••• , • 

/~A-A Noury P'Ji:llic in llld for __ J.._ .... ~:____::.::...__:. _ __ _ 
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EXHIBIT "A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JULY 
17, 1998, BY AND BETWEEN MONTGOMERY-WALKER 1974 TRUST, AS LESSOR, AND CLAY 
JOHNSON, AS LESSEE, AND COVERING 640 NET MINERAL ACRES, MORE OR LESS, ALL IN 
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 
fu ll 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 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 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 
cany on the continuous drilling program unti l 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 
succeeding we ll. 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 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 dri lli ng 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 we ll, or 
the date of filing the plugging report with the commission, if a dry hole. Notwithstanding the termination 
of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the 
right of ingress to and egress from said land still subject to this lease for purposes described in paragraph 
I hereof, together with easements and rights of way for roads, pipelines and other facilities on, over and 
across all of the lands still subject to this lease and for the gathering or transportation of oil and gas 
produced from the retained lands. The sole liability or penalty for the fai lure of Lessee to drill any well or 
wells required or permitted in this lease shall be the termination or partial termination of Lessee's rights 
under the lease as prov ided above. 

In conducting such continuous drilling program, Lessee shall be entitled to accumulate and later use time, 
if any, saved between wells, begi nn ing 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 
o f the prescribed 180 day period not used may be carried forward and added to the period between 
subseq uent wells. 
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ACQUISITI<e~~~~~~~lER OF THE GENERAL LAND OFFICE I 0/21/98 
PARAGON #299:Lease Bonus 

••• • • • ... 
•••• • • • •• • 
• 

• •• • • • • 
Olec~ing 
•• • • • • • • • 
• 

TIT1\f'IIJ1FSOURCES, L.P. 

Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 07/17/98 from the State ofTexas by Agent 
Montgomery-Walker 1974 Trust, Charlotte Walker 
Furman, Trustee, Lessor. in favor of Clay Johnson, Lessee, 
covering All of ect ions 18. 19, 20 & 21 , Block I 00, 
PSL Survey, Culberson County, Texas. 

\10 

A~I.J~tl<(_~~lfmmR OF THE GENERAL LAND OFFICE I 0/21/98 
•••• ~~RAGON #299:Lease Bonus 
• • 

Checking Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the tate ofTexas for Paid-Up Oil & Gas Lease 
dated 07/17/98 from the State ofTexas by Agent 
Montgomery-Walker 1974 Trust, Charlotte Walker 
Furman, Trustee, Lessor, in favor of Clay Johnson, Lessee. 
covering All of Sections 18, 19, 20 & 2 1, Block I 00, 
PSL Survey, Culberson County, Texas. 

x l7.280.00 

002702 
17,280.00 

17.280.00 
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Gellenl Laad omcc 
RdlaqwJiuaar Act Lase Form 
RcviKd. Scprczabcr 1997 

PAID UP 
On. AND GAS LEASE 

TinS AGREEMENT is made a:cd =illa'ed i.ow this...l.1_day of J1 1 J y 19 _g_a_, bctwcca the State of Texas, lain& by md throop its 

ag~~--~W~a~v~n~e~M~o~o~r~e~,~=a~Y~1~d~o~v~e~r~----------~~~-.~-.~~:=~~~r-------------------------

=========================:=~~-or~H~~a~l~~~n~d~~a~f~k~7n_;~g~'~g~l----------~d~= · 
(Give Pammau Addles) 

bc:rcin referred to as c.bc owner ofc.bc soil (wbetbcr one or more), Ollld, __ __.:C~J~a~y~·oJ.J.LolJb'-l.l.lnL.:s~oU.LnL--=----:---~=-::::-----­
--------------~----------7?~0~1~W~-~·~~·v~a~1 ~1~~~~l~J ~j~t~e~~A~OuO~-------------~or 

Mjd l apd TV 7°701 
(Give Pc:mmcnt Addrc:ss) 

I. GRANTING CU.. USE. For md in coasidcr.ltioa of the amounts stJied below md of !be~ md lil'=t:s ID be paid, kept and pcr!cllllCd by 
l.ess= UDda Ibis lease, the Sta.te ofTcxzs actinc by aad throu~ me owner of the soil. badly ll"mts. leases aod letS UlllO Lessee, 1i:1r rbc sole and only purpose of 
prospcctin& md dnlling for and producilJ.& oil and ps. l3}'ing pipe liac3. building l3l1lcs, SZIX'in& oil md b\lildi.oc powa- swioas. lldcpboac !iDa and other SttUdllre:s 

thereon, to produce, save, ta1c.c =of; trcal md tl"al::Spplt said products of the lease, c.bc foUowin& !&lids situ&ed in Cy lberson County, Stale 
ofT c:us. to-wit: Block 100, Public School . Land Survey 

Section 18: All 
Section 19: All 
Section 20: All 
Section 21: All 

conuinin.._g-"_2.....,.,'-'5....,.6u.OL-_acrcs, mon: or-less. The bonus considcr.Won paid fo r this IC3SC is 3S follows: 

••• • • • ••• 
•••• 

Toc.beStatcofTcx.a:s: Seventeen Thousand Two Hundred Eighty and No/100-----­
Doll~ (S 1 7 I 2 8 0 . 0 0 

Tor.heowncrofthesoil: Seventeen Thousand Two Hund red Ej ghty and No/1 00 
Doll an (S 1 7 , 2 sa a a > 

Tow bonus considc-r.ltioa; Thirty-four Thousand F·iye Hund red S j xty and No /1 00 
Dollan (S 34 , 560 . 00 ) 

Tl!~tdbJ)oous consideration paidrcpr=t:s a bonus of F if t y- fou r and No I 1 00----------
---=--:--:-::---:--:-----::----:------:---~Do. llan (S 5 4 . 0 0 ) per =• OD 6 4 0 net ac:"CS. 

*Se.::.J:;xhibit "A"attached for Pd-U_p Delay Rental Provisions shpvn ='-as Paragraph #40 
• • • • : 2. TE:;{.'vf.. Subject to the olba provisions in ttus le3SC. tbis l= .sh:ill be for a term of F j ve L5 .L years from c.bis ~ 

(hcn::tl cilled "primary t.ctm) and as long thc:=ukr as oil Jnd p.s. or either of c.bcm, is produc:d in paying quantities from said land. 
M ·~d ::a c.bis lnse. c.bc !e:rm "produced in Parin& quantities• mc::ms !hat the re~ip!S from c.be sale or othc:r auc.borizcd commercial usc of the subsunc.:(s) covered 
=~ecd•ott of pocltet opcr.11ionaJ cxpeo.sc:s foe the six monlhs last past. 

• 

3n.lc. 
·-:-:--:---::--:--------:7-...:::::---:---:---:---:------,-:-:---' or its suc=so!3 (which shall continue as c.be depository rcganilcss ges in c.be owncnhip of 

OFFICE OF THE ST A 1E OF 
l"C1ttar'<lild slWl cover c.be privilege of deferring 



. 4.. . PRODUCTION ROYALTIES. Upon production of oil and/Of p.s.. Lessee auces tD pay or cause tD be pajd one·half(I/2) of the royalty 
provt~ed for Ill thu lease tD the Commissioner of the General Land Offic:c ofthc State of Texas, at Austin, Texas, and onc·b.alf(l/2) ofsuc!l royalty 10 the 

0 
C 

the SOt!: wtiCT O 

(A~ . on.. Royalty payable on oil. whic!l i5 defined as ioduding all hyclrlx3lboos produc:cd in a liquid Corm at the mouth of the well and also u all 
condcn.sa.tc, di.Stlllatc, and other liquid hydrocarboas n:covcrcd from oil or ps run throup a s.epva:.or or other cquipmcnr. as hcrcina&r provided, shall be 

3/1 6 pan of !be gross production or the r:narUt value thaco~ Zl the optiDn of the owner of the soil or the Co=issioncr of the 
General Land Office., sueb value to be c!c1erminc4 by 1) the highest posted pric:c, plus pt=ium, iC any, off~d or paid for oil, condcosZlc. distillate, Of other liquid 
hydtoc;arbons. respcaivcly, of a like type md ~ in the rcncral at'l:a ~ produc:cd md wbcu run, or 2) the highest matX=t price thereof offc=t or paid in the 
gencr.U am w~ produced and when run. or 3) tbc z;ros.s proc:=cl.s of the: S&le th=~ wllidlcvcr is the gJ"C3Lef. Lcsscc agr= that before my ps produced from the 
!=sed premiscs is sold. used or pro=cd in a plant, it will be run free of cost to the royalty owucrs lhrough an adequate oil md ps scpal'aUlr of conventional type. 
oilier equipment a.t least as efficient.. so th.al all liquid hydroatboa.s =:ovcnble 6-om the ps by suc!l means will be n:coVU'C11.. The reqWr=cnt that suQ! ps be nm Of 

lhrou&)l a s.epar:uor or other cquipmc:n% may be waived in writing by the royalty owncTS apoa such tcnn.s and conditions as they prc3c:n'be.. 

. . (B) NON PROCESSED GAS. Royalty on any ps ('lllclud.ing lbrcd ps). whic:b is dc!lncd :u all hydrocarbons and gascoas subst:loc;c;s not cktincd 
as oil1n subp~h (A) above, produc:cd fi'om my well on said W1d (except as provided hc:rcin with respect to p:s proc:=d in a plant~ the extn.ctioa of 
&:lSOiinc, liquid hy~ns or Gthc:r products) shall be 3 I 1 6 part of the poss produc:tioa or the rnarlcc:t value therco( at tbc option of the 
owner of the soil Of tbc Commissioner of the Gc:ncnl Land Office. such Yldue tD be based oo the highest mar1c.c:t price paid or offucd for ps oC c:cmparablc qaal"uy ia 
the gcnc:t'31 area where produced and when run. or the poss price paid or offered to the pro<luc:r, whic:hcvcr is the gre:uu; provided that the mzcimum pr=un: base 
in mQS\II'iag the ps uader this lease shall DOt Zl my time exceed 14.65 pounds per square iDcll a.bsoltne. and tbe standard base tem~ shall be sixty (60) 
de gr.= Fahreaheir. C01'1"Cc:tion tD be made for prcssut"e aceordin& to Boyle's uw, md fOr ~ifu: ~ ~rdiag tD tests made by the Balanc:c Method or by the 
most approved method of testing bein& used by the industry Zl the time oftatinc. . · 

(q PROCESSED GAS. Royalty on my ps p~d in a gasoline plant Of other ;:Jia.nt for the rceovcry of z;asolinc or other liquid lry~ 
shall be 3 I 16 pan of the residue gas and the liqwd hydroc:ubon.s c:xtr.IJ;"...ed or the marlc=t Vlllue thcreo~ Zl the option of the 
owner of the soil or the Commissioner of the General Land Office.. All royalties due bc:rua shall be based on one hundred pe=t (I 00%) of the total plant 
production ofn:sidue gas aaribut:lble tops produc:.ed from this lc:uc, ilnd on fifty pcrc::nt (.SO%). or that ~l :w:c:uing tD Less~ wllic:.icver is the :r=r, of the 
touJ plmt production of liquid hydtoc;arbons mributa.ble to the gas produced fi'om this lase; provided that ifliquid hydroarbons an: recovered from ps pro=ccf 
in a plant in wbiQ! Lcssc-c (or its pa:en.t., subsidiary or ilfflliatc) owns a.n inte.rest, then the~ 3ppli~le tD liquid hydroc:.:ubons shall be fifty pcrcatt (.SQ-/o) or 
the highest pc:=nt ac:-.-uing tD a third party proc.::ssing gas through such pla.nt UDder a proc::ssing agreement negotiated at arm's length (or iC the~ is no suc:!l third 
puty, the highest pc::rc=t thea being specified in proc:ssing a.gre=cnts or contrac".s in the indumy), whiQ!cver is the gre=. The rcspcc:ive royalties on residue p.s 
and on liquid hydzocrbons shall be dc:=incd by 1) the llighest marlc:t price paid or oE::-cd !'or any ps (or liquid hyclroc.lTbons) of comparable qu31ity in the 
genc1"3.1 area. or 2) the poss price paid or off~ for suc:!J = idue g.a.s (or the weighted zv~e gross selling price for the rc::spcc:ivc gndcs of liquid bydroc;:ubons), 
whichever is the grctcr. In no cvcnr. ho~er. shall the royaltic:.s payable under this pangr:1pb x lc:.ss than the royalties whic.i would have been due lu.d U!e ps not 
been pro=cd. 

(D) OTHER ?ROOUCTS. Royalty o n ~a black. sulphur or my other produc-=s produced or manuf;u;rured from g3S (excepting liquid hyclroc:ltbons) 
whether said gas be 'c:uinghc:Ld, • 'dry, • or any other z;as, by fractionating. bwning or any other pro=i.og shall be . 3 /1 6 p:ut of the 
gross production of such produc:s. or the mark:t Vlllue thereof, n the option of the owner of the soil or the Commissioner of the General Land Office:. sue!! m:u!c:t 
val ~c to be determined :u follows: I) on the basil of :he highest market price of each product fur the same month in whic:.i suc.i ;:Jroduct is produc:d, or 2l ~n ~c 
basiS of the avenge gross s.Ue price of ex..'l product for the same month in which such products are produced; whichever is the gre=. • 

0 0 
o 

0 
° 

5. MINlMUM ROYAL ll'. During my year alkr the expir.~tion of U!e primary = of this lc:ue, if this IC.3Se is maintained !)y production, W:"~y.:lties 
paid under this lease in no event shall be less than aa :unount equal to the total annu.U delay rental ben: in provided; otherwise. there sh.a.il be due and pay!ble ~& or 
before U!c last day of the month succeeding the :uullvcsazy dale of this lc:ISc a sum equal to tbc total mnuaJ rental less the amount of royalties paid during tht 
preceding year. 1! P:u-agr:~ph 3 of this lc:uc does not specify a delay rent;ll :unount. then for the purposes of this pan.gr.:tph. the delay rental amount shall i! ;11~ 0 

dollar (~ 1.00) per acrc.. • o o 
0 00 

6 Ro 
0 ,0 0 0 

. Y Al.ll' IN KIND. Nor:withst.a.nding any other provision in this lese, at :uty time or from time to time, the owner of the soil or the CoOlf'MS.StCIIIU 
of the Gencr.U Land Office may, :u the option of either, upon not less tha.n sixty (60) days ootlce tD the holder of the lease, require that the payment of any royllties 
ac:cuing to such royalty owner under this lc:uc be made in lcind. The owner of the soil's or the Commissioner of the Gcne:a.l Llnd Office's right to take its ~fl)ly in 
lcind shall not cfiminisb or negate the owner of the soil's or the Commissioner of the Gcncnl L.md Of'Sce's rights or Le:ssc:'s obligations, whether express ~r.iWJU!d. 
under this IC.3Se. 0 

•••••• 
0 0 

7. NO DEDUCTIONS. Lessee agrc:s that :Ill ro}'31tics accruing under this I= (including those paid ia kind) shall be without deduction for U!e cost of 
produc:ng, gathering. storing, scj)anring, cre:uing. d~ydr.l.ting, aJmprcssing, proc:cssing, !r.lllSporting, :md otherwise making the oil, ps and other produc:s · 
bcr:under n::ldy fo r sale or usc. Lc:ssce agrees to compute md pay royalties on the gross Vlllue ~ceived. including any reimbursements fOr sev=c:c tucs ilnd 
production relo:ued costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty sh:LII be payable on arry gas :u may represent this le3Se's proportionate share of any fuel used :.o . 
process gJ.S produced hereunder in any processing pl:111t. Notwi thsunding any othcr provision of this le:uc, and subject to the writiCn consc:1t of the ownerofU!~ so sl 
:~~~d the Commissioner of the Gcncr:LI L.md Office, Lcsse: may recycle gJ.S for gas lift pui'I'Oses on :he le:ued premises or for injection into my oil or g:u productng 
form:uion unccrlying the le:ucd premises mer the liquid hydroarbons contained in the g:u have bc::t removed; no royalties shall be payable on the recycled g:lS 
until it is produced and sold or wed by Us$ee in a manner which entitles the royalty ownc."3 to 3 royalty under this le-.l.Se. 

9 . ROYAL 1l' PA YMDJTS A..'ID REPORTS. All roy ill ties not talcen in kind shal l be paid to the Commissioner o f the Gencr:LI Land Office 3l Awtin. 
TexJ.S, in the following manner: 

P1yment of royalty on production of o il and ps shall be as provided in the rules set forth in the Tex~ Register. Rules curren.tly provide that royalty .on °!1 ;:uc 
and mwt be rcc:ivcd in the General L.md Offic: on or befo re the 5th day of the second month succ..-.:dmg the month ofproducuon. and roy.Uty on gJ.S IS du . fth 
must be received in U!e Gene:a.l Lllld Office on or bc:·or= the I 5th day o( the second month suc:c.:eding the month of production, accompanied by the affi~:~v st ~. e f 
owner man~""r or other authoriz"d '"Cnt. complete d in the form JJld manner prescribed bv the Gene: ::II l.md Offic:c JJld showing U!c gross amount and diSpOStll~~ 0 

· ~· - ...., . • • . · dispossuon 
all oil :~~~d gas produced :utd the market value of the oil and gas, together wtth a copy of 3.11 docume:1ts , records or rc:po ru connrmsng the gross production. 



and market value including gas meter readings. pipeline =ipts, aa.s line receipts ~d othu cbccl:s or mcmor.ancb of;amoUDt producc1i a.nd put into pipelines, tanla, 
or pools and gas lines or ps ston&c. and any otha rcpon:s or rc=rds which the Gcucnl L..acd 0~ may require to vc.rify the poss production. disposition ~d 

' marlcet v~uc. In all cases the authority of a~ or qcnt to act for the l..esscc herein must be filed in the Gcncnl Land Office. Each royalty p&ymcnt shall be 
aec:ompuucd by a check: stub. schedule, summary or ocher remittance advice showing by the assigl)Cd Gencn1 Lmd Office lease number the amowu of royalty be" 
paid on cad\ lease. If Lessee pays his rnyalty oo or befon: th.iny (30) days after the royalty paym=rwas due, then Lcs:sec ~a penalty ofS% on the royalty or IDI 
ns.~. _whichever is greater. ~royalty p.ymc:D~ which is over th.Uty (30) cbys !ale shall ac:cnc a pcaalty of ID-~ of the ro)'2Jty d~ ~ S2S.OO whichever is &=:cr. 
In ilddauon to a penalty, royalties .s!WI KaU.e intcn:st u a~ of 12-~ per year, such interest will bqjD accru.in& when tbc royalty t.s slXt)' (60) dzys overdue. 
Al'lidavits md supportinc doc:umcnts which D"l: oot filed when due shall incur a pcaalty in m mlOIDll set by tbc Gcncnl Land Office a.dministntivc rule which is 
effective on the dan: when the affitavi ts or supporting doc:umcnts wen: due.. Tbc Lcsscc shall bear all tcpoll!libility for paying or =ina royalties to be paid as 
pn:.=ibed by the due~ provided herein.. hymcnt o(tbc deli.oqacncy pcn.alty shall in 110 vny opcr21e to prohibit the StaLe's riS)u offorfcitun: as provided by~ 
nor act 10 postpOne chc d..ue ou which rnyalties wen: orifPnally due. Tbe above penalty provi.sioQS .shallaot apply iD cases of title dispute IS to the Swn 90ftioo of 
the roy:llty or to tbal portion oftbe royalty in dispwe zs to fair marlcet value.. • · 

10. (A) RESERVES, CONTRACTS AND OTIIER RECORDS. Lc:sscc shall mnu.a.lly furnish the Commissioner of the GcncraJ Land Office with 
its best possible cstiuwc or oil and liS rc:sc::ves underlyinc this tease or allocable to this lease a.nd shall li.lruish said O:lmm.issioncr with copies of all contracts 1llldc:r 
which psis sold oc proc;.cu.cd and all subsequent~ aad amendments to such C®U¥:S within thirty (30) days after cntcrin& into or malc.in& sacb ~ 
agr«mcnts or macndmcnt:s.. Suds contrxt:s .ui ~ when n:a:ivcd by tbc General l.md Office shall be bcld in coo.ficlenee by the Genenll..and Of!ic: unless 
otherwise authorittd by Lessee. All olbcr COIUlliCtS and records pc:naininc to tbc produc:tion. trms"pOrwion, sale and awttting of the oil and ps produa:d oo said 
pn:miscs. includin& the boolcs and aa:owu:s, n:a:ipts and disc:lw"ga oC all wdls. tanks, pools, IJid:C:n, liDd pipeline s.halJ at all times be subject to iaspcctiou and 
c=min&tion by the Commissicinu ol the Gcncnl lAnd Offic:, tbc Aa.omcy Gcncnl, the Go~. or the rcprcscnta.tive of arry of tbcm. 

(B) PER.">m"S, DR.D...LING RECORDS. Wriacn ootice o f all opcral.ioas oa this lease shall be submitted to the Commissioner of the GcncnJ 
L~d Otfice by Lc:ssec or opcr.u.or live (S} cbys befon: spud~ woricovtr, n:-<ntry, temporzry abandonment or plua ~d a.ba.ndonment o(my well or wells. Such 
written ooticc to the General Land Q ffig:: shall include copies o!R.lilroad Commission forms fur ilppliC31ion to drilL Copies of well tests, completion reports~ 
pluuin& reports sh.all be supplied to the C-encrall..:lnd Offic:e u tbe time they ;arc filed with tbc Tc::us R..ailroad Commission. All appliQ.Qons, permits, rcpotts or 
other fil inp that reference this lease oc my specific wen oo the leased premises md that arc snbmia:d to the Tens lUilroa.d Commission or my other iOV"Cmmcntl.l 
a&ency .s!WI include the word "State• i.a the title. Additioa.:llly, in xcorda.nce with Railroad Commission rulc.s, ~y s:icna&c on the lcasd prc:n.ist:3 for the purpose oC 
idcmify in& wells, ta.nlt baaerics or o!.hcr ilSSOC:~d improvements to the land must also i.acludc the \li'Ord "Statl:. • Lcsscc shall supply the Gcu.craJ Lmd Office with 
any records, memoranda. Kalunts, n:ports, c:uainp and cores. or other inform.a.tion relative to the opcn.lioa of the above-described premises, whic:.'lmay be 
requested by the Gcncnl Ulld Office, ill add.itioa to those bcrcin expressly provided for. Lcsscc s!Wl me m clcetric:ll and/or radioactivity survey m.adc oa 1hc 
bo re-hole section, from the base of the surfa.ce casing to the tot:U depth of wei!, of :1ll wells drilled oa the above dcs="bcd premises 3nd shall transmit a true copy of 
the loa of e3ch survey on C3Cb well to the~ Land Office within fifteen (IS) days 3fta the aalcing of said suzycy. 

(q PENAL TIES. Lessee shall incur a penalty whcnc:ver reports, documents or other materials are not fi led in the General Ulld Office wbcn 
due. The penalty for late filin& sbaJI be set by the Gener.U Land O ffice administrative rule which is effective on the dab: w hen tbc materials were due i.a the Gcner.ll 
L~d Office. 

11 . DRY HOLEICESSA TION O F PROD UCTION DURING PRlMA.RY TER.'-tt U: dtlrioc the primary t.cm1 hereof and prior to discovery and production 
of oil or gas on said land, ~should drill a dry hole or holt:3 then:on, or if durin& the pri.m.3ry t= hereof and after the disc:overy and a.crual production of oil or 
gas from the leased prcmisc.s suc:.'l production thereof should~= from any cause, this l~e shall 00( tcrminale if on or befon: tbc cxpintion of si:ay (60) days from 
date o f completion of said dry hole or cessation of production Le=c commences additional drilling or reworking opcr.uiort.s thc:.reon,. or ;~ays or tenders the next 
ann vat.d.elay renw in the same m:~nncr :LS provided ia this lease. u: durin& the last year of the _i)rimuy t= or within sixty (60) d:rys prior the reto, & dry hole be 
cotn_pf~~t6 and abandoned, or the production of o il or ps should c:e:1SC for any c::~usc, l.tssu's ri&Ju:s matt remain in full (on:= and effect without further operations . 
un til the expiration of the primary term; and if Lessee has not rc.sumc:d production in paying quantities n the cxpira.tiou of the prim:uy term. Lessee may maint:lin tbt.s 

lc~ ~!r¥lnductin~ additional drilling or ~NOrldng opera.tiort.s pumJant to P:lragrapb 13, using the cxpintion of the primary term as the dale of cessation of 
proM ctioft under P~ph 13. Should the firn well or any subsequent we: II drilled on !be above described land be completed ou a shut-in oil or gas well within the 
prim!ry tcnn hereof; Lessee may resume payment of the mnu.al rcntoll in the same manner as p-rovided bcn:in on or befon: tbc rcnt:ll paying dab: following !be 
c:or,p~OeQ of sixty (60) days from the date o f comple tion of such shut-in oil or gas well and upon the failure to malc.c such payme nt, this l~c shall ipso facto 
tenfllha~ lf:U the expiration of !be primary t.cm1 or m y tim e thcrc:litcr a shut- in oil or gas well is loc;~ted on !be l= cd premise, payments may be made in 
ac_::tl"'1,antc with the shut-in provisioau h=! 

• •• 
• 12. DRILUNG AND REWO RKING AT EXPrRA TION OF PRL\iAR Y TER.-.i. U: u the expiration o f the primary term, neither oil nor gas is bcinc 

proaaNd on s.Ud land, but Lessee is then engaged in drilling or n:worlcing opcr.uioau thereon. this le:ISC shall remain in force so long as opcn tioru on said well ~r for 
<~Ailincoo~ rcworlcing of;uay additional well are prosecu ted in good f.Uth and in- worlcmanlike manner without interruptions touli ng more than sixty (60) days dunng 
any one i~~ch operation. and if they n:3Uit in the production of oil and/or gas, so long thcn:afta as oil :~~~d/or gas is produ~d in paying quantities from said land. or 
p!:Zrfl!rfl:,f shut· i.a oil or ,as well roy:lltics or compensatory roy:Lities is made as prov ided in this !~c. 

13. CESSATION, DRlLLING. A."lD REWORKING. U: after the c:xpiral.ion of the prim.l.ry term, production of o il or~ from the leased premises, aftu 
once obtained, should cease !rom any cau.sc. this lc:uc ~I not terminate ifLcsscc conuncnc.c3 additional drilling or rcworlting 0pcr.1tiort.s within sixty (60) days 
after such ccssation. and this lease shall rc:n.ain in full force md effect for so long as such opcntiort.s continue in good faith and in worlcm.anli..k: Ql3llt1Cr without 
in LCmJptiort.s totaling more than sixty (60) days. If such drilling or rcwo r1cing opcratioru rc3ult in the p roduction of oil or gas, the leJ.Sc sh:lll remain in full force md 
effect for so long a.s oil or gas is produc:ed from the IC3Scd prcmisc.s in paying quantities or paymen t of shut· in oil or gas well royalties or payment of com~310ry 
royalties is made a.s provided he= in o r 1S provided by Jaw. If the drilling or rcworlcing opcntioru result in the completion or a well as a dry hole, the tcas.e Will not 
tcrmin:ue if the L~~ commences additio~ drilling or reworking o per.uiort.s within sixty (60) d;rys a.ftcr the completion of the well as a dry hole, and tha.s le:ue 
shal l remain in effect so long as Lessee ~ntinucs drilling o r reworking o per.ll.iort.s in good faith and in a worlanwike ro3ll11er without inte:ruptiort.s totaling more 
than sixty (60) days. Lessee shall give wriaen noti~ to the Gcncn! L.lnd Offi~ within thirty (JO) days of any cessation of production. 

14. SHUT·IN ROYAL TIES. For purpost:l of this par.lgT3ph., "we ll" me31\S any we ll th:u bas been assigned i1 well number by the St:ILC ag~c:y havi~g 
jurisdiction over the production o f oil and gas. U: at any time after the cxpintion of the primary w.m of a leJSc that. until being shut in, was being maintained .Ill 

1 fo rc.c and effect, a well capable o f producing o il or gas io paying quantities is loc:ucd on the lcJ.SCd premises, but oil or gas is not being produc:ed for l.aclc: ~fsu•Ub e 
production facilities or laclc: o f a suitable marlcct. the n Lessee may pay a.s a shut-in oil or gJS royalty an :unount equ:JJ to double the 3llllq;GR"Clft!(j[pOOiOFd •n tlle 
lcJSe , but not less than S I ,200 a ye:ll for e ach well capable of producing o il or gas in paying qu:llltitics. lfP~I:'OIIt:ffiJI'Ii~fllsTHo~tfi)QrdmY rent.li /! ~ !J. 
:l/TlOunt. then fo r the purposes o f this pang.r-:~ph . the dell y renul ;unount sh:lll be one doll:ll (S 1.00) per acre. To bflttfecn~. c::u:h initial shut-in oil or gJS royalty ~ - · 

® 
UNOA McOONALD. COU. NTY CLERK 
CULBERSON COUNTY, TEXAS 

BY ~<' ~~EPIJTY > 



must be paid on or before:: (1) the c:xpinlioo oftbe primary term, (2) 60 days a.ft.cr the Lc:ssec cea.sc:s to prodlll:e oil or cas from the leased premises, o,- (J) 60 days 
~Lessee aJmplctc:S a driJlin& o,-~~ opcntion in ac:ccrc!ance with the lease provisioas; wtUc:hevu daLe is latest. Such payment shall be ma.de one-h&Jf(ll2 
to the C~mmwioner of the Gcne:rall.md Office and onc·half(l/2) to the owner of the soil. If the shut-in oil oc P! royalty is paid, the lease siWI be coa.sidered to~ 
a producmc lease and the payment shall extend the term of the lease !or a period ofoac ye:M from the end oftbc prun.ary tam. or from the tim day of !he month . 
followinc the month in which ptoduc:ticJn eea.sed, md., a.ft.cr that. if no suitable production fac:l1ities or suitable awlcet for the oil or ps cxisa, Lcs.t~ may e:xund the · 
lease for four more suc:ces.sive periods of one (l) 'fQC by payinc the same amount each ye:M on or before tbe c:xpin.tion of each shut-in yev. 

15. COMPENSATORY ROYALTIES. I( durin& the period the lease is ept in etfect by payment of the shut-in oil or p.s royalty, oil or psis sold and . 
delivered in payinc quantities from a we1llocau:d wUhiD one tboasaad (1,000) feet of the~ premises md compl~d in tbc same producinc ~oir, or ill auy 
case in which dn.inag-e is oc.curriDg, tbc ri~ to ccn.tinue to maintain the lease by~~ tbc shut-in oil oc ps royalty shall c=:ue. bat the lease shall remain effective. 
for the muainder o!tbe yev for whi~ the royalty bas been paid. The t=e mzy maincaiD the lease !oc !our men: su=sivc ~by Le.ssee payinc ~ 
royalty at the royalty r.uc provided in the l=se of the markrt value of prodi.ICtion from the wen c:w.smc the ~ o,- wh.i~ is complet:d in tbe same ptoducin& 
rc:>ervoir and within one thousand (1,000) f=t oftbe !=sed prcnisc:s. Tile aJmpensatory royalty is to be paid monthly, onc·IW!(IJ2) to the Commissioner of die 
General Land Office and one·half(IJ2) to the awn.a o!tbe soil, bqinnjnc on oc before the last day of the month !oUowin& tbc month in which the oil or :u is 
produced from the wdl causinc the~ or lbal is ccmple=d in the same producin& r=voir md located withiD oac thoasand (1.000) !=t olthe leased Pl=niscs.. 
I! the compe~ royalty paid in my 12-month period is in an amouct less thaD tbc annual shut-in oil oc gas royalty, Lessee shall pay an amount equal 11:1 the 
di.tfuenc:e within thirty (30) days fi-om tbc end of the 12-month period. Compcnsa%0Ty royalty paymcms which ilrC not timely paid will iiCClJC penalty and ita~ io 
ac~rdanc:e with Paragraph 9 of this lease.. Nooe of these provisioa.s will relieve L=e of the obliptioa of=aa.ble development nor the obliption to 4rill offict 
wells u provided in T c::u.s Narura.l R..e:souru:s Code 52.173; however, It !he detz:rminatioa of tbc Commis.sioner, and with the Commissioner's written appro~ the 
paymenl of compensatory royalties= satisfy the obliption ID clrill offset weJ.I.s.. . • 

16. RETAINED ACREAGE. Notwithswlding any provis.ion of this lease 10 the aJntr.try, attc:r a well producing oc capable of producing oil or gas 11.u 
been complet:d on the leased premises, I..cs.sce shall exercise tbe diligence of a reasonably prudent openr.or in drilling such ~ditional well or 'IRI!s as tnay be 
r=sonably nec:c.sury for the proper deTelopment of the leased premise md in mark.etin& the production thereon. 

(A) VERTICAL In the ~ot this lease is in force md effect cwo (2) Y= :lfta the CX]:'itlllion da:e of the primary or extended tam it shall then tenninatJ: 
u to all of the leased premises, EXCEPT (1) 40 aaa surrounding ca:!l oil 'ln:Jl capable of prodw::.:Og in p~g quantities and 320 ac:-es surrounding each ps well 
e3pable of producing in paying quantities (mcluding a shut-in oil or ps well as provided in Paragraph 14 hereof), oc a well upon which Lessee is then cng:;1ged in 
aJntinuous drilling or reworiring oper:lCons, or (2) the number of :x:rcs included in a producing pooled unit pursuant to Texas Na.tur.ll Resources Code 51.151-
52.1 SJ. or (3) suc:.ll gre:uer or le:sscr number of~ as may then be alloc=d for production purposes to a pror.u:ion unit for e:u:."' sue."' producing weD under the rules 
and regulations of the Railroad Commission ofTc:xas, or :ury suc-....:ssor ~ency, oc other govemme:ltal ;wthorir:y having jurisdiction. If at any time after the c1fective 
date of the partial te:mination provisions hcTcof. the applicable field rule are c.hanged or the ~U or wells lo=d thereon are reclassified so that lc:ss aa=ge is 
thc:"e3ftcr alloc:ued ID sotid well or wells for production pUljX)SC.S. this le:lSe shall thereupon tcrmina.tc as to all a.c::e3ge not thc:r=fter allo=d ID said well or wells for 
prcduction purposes. Notwilllstand.ing :he tennination of this IC3Se as to 1 portion of the lands aJv=d ~by. Lessee shall nc:ve:tbeless con1inue to have the riglu of 
ingress ID and e-g:ro= from the lands still subject to this IC3Se for lll purposes described in Paragr.l.ph 1 hen:o{, together with easements and rights-of-way for cxistin: 
roads. existing pipelines and other existing facilities on. ove:- and across all the lands de.s~nl>cd in P~ph I hereof ("'the reuined lands}, for access ID and from the 
reu.incd lands and for !he gathering or transportatioa of oil, gas llld other :nincnls produc::d from the retained lands. 

(B) HORIZOI-rr AL In the event this lease is in force and effect CWO (2) years after the apiration daLe of the primary or cxtc:ndc:d 1mn it shall further 
te:-minate as ID all deptlu below I 00 fee:: below the 10~ depth drilled (hcrc:ina.tkr "deeper depths) in C3cll well IOQl:Cd on ac:=gc: retained in Paragraph 1li,~). 
:U:ove, unless on or before two (2) year.; after the primary or cxtc1dc:d tum L=ee pays an illnOunt :qual to one·b.alf (l/2) of the bonu.s originally paid as • •• • • • 
consideration for this le3Se (as ~cci:fied o n page 1 hcn:of). If suc."' amount is paid, this lease shall be in force and effect as to such deeper depths. and said • • • 
termination shall be delayed for an additional period ofcwo (2) ye:us UJd so loag thcre3&r as oil or g.as is produc::d in paying quantities from suc."' dc~epths • • •• covered by this 1=. • 

(q IDENTIFICATION A.'lD FlUNG. The: swf~ laC:Ige retained hereunder as to e:u:!l well shall, as nc:uly as practic:ll. be in the form of 3 sqW ~ 
the ...,.c:ll located in the ccnler thereof; or such other s."'ape as may be approved by the Commissiona of the General Land Offi~ Within thirty (30) d;Iys af'lb- ptftai 
te=ination ofthi.s lease as provided he:-::n_ ~shall execute md record 3 rc:le= or releases coataining a satisfac-.nry legal description of the ac:nge atd/pr' • • 
dc:;Jths not retained hereunder. The rc:ccreed rel=e. or a certified copy of same. shall be filed in the Gencra.ll..lnd Offic:=. accompanied by the filing fc-: ptt1tribed 
by the General Llnd Office rules in effee:: on the da1.: the release is file: d. If L<::sse: fails or refuses ID execute Jnd record such relc:.ase or relc:.ases within ninety (~) 
da)'l after being requested to do so by the General L.lnd Offic:=. then the Co~ioncr 3l his sole dis~on may dc::signa_te by wricten i~trumenl ~e ~-Colli~ 
dc:iJths ID be rele3Sed hereunder and =rd such instrument at L=e:'s expense tn the county or countles where the I= LS lo=d and Ul the offic1al recordS «>flbc 
General Land Office Jnd suc.i designaticn sh.all be binding upon Lessee for all purposes. : • • • • • 

• • 
17. OFFSET WELLS. Neitha the bonus. de: lay rentals. nor royal tie paid., or ID be paid, under this I= shall relieve t.::sse: of his obliptioa to pro lea 

the: oil and gas under the above-dc::sc:ibd land from being drained. Lessee., sublc:s.sec:. rec:iver or other agent in cona-ol of the lezc:d premises sh.all drill as many 
wells as the facts may j ustify Jnd shall use 1ppropriate me311S llld drill to a depth n=sary to prc:ve:1t undue dr:linage of oil and gas from the IC3Sc:d premises. In 
addilion. if oil and/or~ should be: produced in commercial quantitid within 1.000 feet of !he IC:lSed premises. or in any c:lSe where the IC:lSed premises is being 
drained by production of oil or gas. the L:s.sc:c:. sublessee. rec::ivu or other agent in control of the IC3Sed premises shall in good faith begin the drilling of a well or_ 
wc:l ls upon the IC3Sed premises w ithin !CO days after the: draining well or wells or the well or wells completed within 1,000 feet of the l e:~.Sed premises statt producmg 
in c::Jmmc:rc:ial qu:mtities and shall pros=-..ne such drilling with diligc:nc: . 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 Genc:rall..lnd Offi~ and with his written approval may the: ;>aymcnl of 
corr.pensa1ory royalty under applic:lble st:w.llory panmeten satisfy the: obligation 10 drillltl offset well or wells required under this paragraph. 

18. FORCE ~UR.E. If. J.a.&r a good faith ~ffort. LCJS~ is prevented from complying with any cxprc::s.s or implied covenant of this le:lSe, from 
conduc~ing drilling opc:r.llions on the IC3Scd premises. or from producing oil or gas from the leased premises by reason of war, rebellion. riots, Strikes. JC:3 of C-od. or 
any val id order. rule or regulation of gove:-nmc:nt authority, then while: so preve:-~ted., Ussee's obliption to comply with such covenant shall be suspended and L:ssc:: 
shJ.J I no I be liable for dounages for failure to comply with such covenants; additionally, this lease: shall be extended while: Lessee: is prevented., by any such cau.se, 
from conducting drilling Jnd reworking c perations or from ;~reducing oil or g:15 from the: leased premises. However, nothing in this parag....-aph shall suspe~d the . 
p:~ymc:nl of delay re:-~tals in order to main !.lin this lease: in effc:cl during the: primary term in the a.bsc::~cc of such drilling or reworking oper.llions or produc:1oD ofo•l 
or gas. 



19. WAR.RAN"rf CUUSE. The owner oftbe soil w.urants and agrcu to defend title to the le:as.:d premises. If the owner of the soil defaults in 
paymcnu owed on the leased prcmlsc:s. then Lessee may redeem the ri&hts of the owner of the soil in the lnscd pn:miscs by payinc any mortpge. bxe;s or other r 
on the leased premises. If Lessee makes paymcnu oa behalf of the owner of the soil UDder this P&ra&l'l~Ph. Lcs.sce mzy re((Jver the cost of these paymcnu 6-oru tbc JaJS 
rental and royaltie;s due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CU. USE. If the own.cr of the soil owns less thm the entire undivided surface estate ill the above 
de$Crlbed land, whether or aot Les.see's interest is specified herein, then the roy3lties and rental bcni!l provided to be paid to the owner of the soU shall be paid 10 hizza 
in the proportion which h.i.s interest bears to the entire andividc4 surface eswe and the royalties md rcnw bcrcin provided to be paid to the Comm.issioncr oflbc 
Gcncr.U Land Office of the Stat~: of Texas shall be lihwi.se proportionately redUGCd. However, before Lc:ssec adjusts the royalty oc rental due to the Collll'l1is:siona ( 
the Gener3ll.and Office. Lc:s:scc or IUs a.uthorizz:d rcpr=w.i"vc lllust submit to the Commissioacr ofthc Gcncr.sl Lmd Office a writtz:n statement whlch explains~ 
discrepancy between the interest purportaily leased under this lease and the aauaJ iluc=st owned by the avmc: o(tbe soil 'The Commissioner of the GencnJ Und 
Office shall be paid the value of the whole production allocable to my 1mdivided interest not covered by a lc.asc,less the proportionau: dcvelopm.au and produaioca 
cost 311ocablc to such undivided inte:rest. However, in oo event shall the Commissioner oftbc: Gcncn1 L.and Office receive as a royalty on the cross produc:tioa 
aUoc:ablc 10 the undivided incuest not l=d an unount less thaD the value of one·sixtcc:ntb (1116) of such cross. production. 

(B) REDUCTION OF PA YMENrS. It; duzing the prirrwy tmn. a portion oftbc: land covered by this lease is included within the bouncbries 
of a pooled unit tbal has been approved by the Sc:hool Lmd Board and the owner of the soil in acc:ordance wi!h Namnl R.csour= Code Seaions S2..15l·S2.1 S4, or 
i( ~any time ilftu !he expir:uion o f the primary ttrm or the c:xte:ndcd tam. this lease: covers a lesser number of acres than the total amount desc:ribed bcn:in.. 
payments that Me ruad.c: oa a per ac:n: bzsis hereunder shall be reduced accord in' to the number ohr:res pooled, relc:ucd.. =~or othawisc severed, so 111u 
paymenU det=ined on a per ac:n: basis under the terms of this lease darinc the primary tctm shall be alenl~ based upon the amnbc:r of a.c:n:s outside the. 
boundaries of a pooled unit, or, if after the c:xpinrioo af the primary term, the number of acres adllally rea.ined md Q)Vcrcd by this lease:. 

21. USE OF WATER. Lc:s.see shall have the right to use water produced on said land necessary for oper.uions under this lcase .c:xcept water from wells or 
tanks of thc owner o f the soil; provided, however, Lc:ssec shall not usc potable wucror water suitable for llvest:ock or irrigation putpOscs for wuerflood opcn.tions 
without the prior consent of the owner of the soil 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for cbmages cow.scd by its operations to a.ll ~oal property, improvcncnts, 
livestoc.lc :~nd c:ops on said land. 

23. PIPELINE DEPTH. When requested by the owner of the soil, ~ shall buty its pipc:.lincs below plow dc;lth.. 

24. WELL LOCATION LIMIT. No weU shaJI be drilled = than r:wo hundred (200) fe:t to any house or barn now on said premises without the 
written consent of thc owner o f the soil 

25. POLLU110N. In developing this area, Lessee shall usc the highest degree of Cll'C and all proper safeguards to p~cnt pollution. Without limiting the 
fore: going, pollution of C(Jasuj wetl3llds, natural watc:rways, rivas :~nd impounded -.nter sh.a.JI be prevented by the usc of Q)nt:ainmot fal::ilicies sufficient to prevent 
sp if lag e. seepage or ground w:u .. r cool:lminarion. In the event of pollution.. Lessee sh3ll usc all m= .u its disposal to rec:~pture all CSClpCd hydroc:31bons or other 
pollut311t and shaJI be responsio!e fo r 311 damage to public and priv:ttc properties. ~ec sba.Jl build and maintain fences ~und its s lush. sump, and clr.linagc pits 
and tanlc baacric so ;as to protect livc:stoclt against loss, damage or injury; md upon completion or ilbmdonmctlt of any well or wc:!ls, Lessee shall fill 3lld level all 
slush pits and ~liars and C(Jmplctely clC31l up the drilling site of 311 rubbish thereon. L=s= sb3ll. while conducting oper.Wons on the lc:JScd prcmisa, keep said 
premises free of all rubbish. C3llS. boalcs. paper cups or prbage. and upon completion of opc:a.tions shallrctore the surtl.c: of tl!e land to as near its original 
C(J~df~""f!d contours 3S is pr.ll:tic:lblc. Tlllks and equipment will be kept painte11 and pr=tablc. 

••• 
• • • • 26. RE.;\.;fOV AL OF EQUIPMENT. Subject lD limiwions in this para.gr:1pl\, ~ shall !ave the right to remove ~'linery and flXtUrc:S pi3Ced by 

I.e~ ~n ~e l~d premises, including the right to draw and remove c:J.Sing. within one hundred twenty (120) days after the expiratio n or the termination of this 
lc:ue l!llllcss the owner of the soil gr.~nts Le3sc: an extension of !his 12Q.4ay period.. However, Lc:s:sc: ~ru~y not remove c:uing from any well c::~pable ofproducin& oil 
and &~~ paying qu3lltitics. Additiona.Jiy, L..--== may not draw and remove casing until ilft.cr thirty (JO) ~s wria.cn ooti~ to the Conunissioner of the General 
Wgprri~ and to the owner of the soil. nc owner of the soil shaJI bc:.ome the owner of any mac."aincry, fixturc:s, or casing wruc.'l are not timely removed by L= 
undir.thc ~rms oftbis par:avaph. 

• • • . .. . .. . 
27. (A) ASSIGNMENTS. Under the conditions cont:Uncd in this p~h and i"~h 29 of this lc:=, the rights and est3tc:S of either party to ... LS 

le:u~ ffl be assigned, in whole or in. p~ 0111d the provisions of this le:ue sh.a.JI extc11d. to ~d be binding upon th~ir ~eirs, dc'visc:3, I e.g~ ~prcscnt3tivcs. ~~C:SSOI'l an• ass•~ HowC"Ver, a ~hangc or diVISIOn in ownership oftbe land, rc.-.Qb, or roy3lues w1U not enlarge the obhgaooa.s of~ dumnish the nghts, prmlcges 
3lld·e!~ ofL:sse:.. impair the effective ness of any payment made: by L:ssec: or impair the etrc:c:tivencss of any act ;:Jcrformed by Lc:s.sc:. And no change or 
di-.if¥le~4ownmhip of the l311d. ren[.;l(s, or roy3ltics sh311 bind lcssc: for any purpose until thirty (JO) days after the owner of the soil (or his heirs, devisees. leg31 
rep~ent:divcs or assigns) fumishe;s the Lessee with s:uisf:lctory wria.cn evidence of the c:bangc in ownership, in~luding the original re((Jrded munimcnts oftille (or 1 

cenilied copy o f such origin31) when the ownership changed bcawe of a convc:yan= A to[.;l( or partial assignment of this lc:uc sh.all, to the extent of the intereSt 
assigned. relieve and discharge Le3sc'C of aJI subse quent obligations under this lease. If this lc:ue is as.signed in its entirety 1S to only pan of the aa=ge. the right llld 
opt ion to pay rentals shall be apportioned as between the sever31 ownerS raubly, according to tbe ~of e2cl\. and failure by one or lliOre of them to pay his share of 
the ~nul sh3ll not lff~ !his lease on the pan o f the land upon which pro ra.u rentals arc timely paid or tendered; however, if the assignor or assignee docs not file a 
c.:rtilied copy ofsuc!l assignment in the Gencnl Llnd Offi~ be fo re the next rental paying date. the entire lease shall tcmlin3Ie fu r failure to pay the entire ~ncl due 
under Par.~gr:~ph J . Every assignee shall succ::::d to aJI rights and be subject to 311 obligations, liabilities., ~nd pc:ualtic:s owed to r!le St.:U.c by the original lessee or lillY 
prior lSSignee o f the le1Se, including lilY liabilities to the S tate fo r unpaid roy3lties. 

(B) ASSIGNMENT LIMITATION. Notwir.hstlnding lilY provision in Plr.lgl"Jph 27(a), if the owner o f the soil 3Cqu~ this lc:ue in whole or in part by 
assig:1mcnt without the prior written approva.l of the Commissioner of the Gener3l L.Jnd Offic.;. this lease is void as of the time o f assignment 311d the agency power 
of the owner may be forfeited by the Commissioner . An assignment will be tre:1ted as if it we::-: made t.o the owner of the soil if the assign:: is: 

(I) a nominee of the owner of the soil; 
(2) a C(Jrporation or subsidiary in which the owner o f the soil is a princ:pa.J stockholder or is an employee of such a corporation or subsidiary; 

(J) a pa:cn~rship in which the owne: o f the soil is a p~er or .is ~ employe: o f such a..p.artnel'lhip; A C1:RTIFIED COPY 
(4) ;a pnnc:1p3l stoc:lcholder or employee of the c:orporanon wh1ch IS th~ owner of !he so1l1F IT BEARS TliE SEAL OF THE COUNTY:£: 
(S) ;a partner or employee in a partne~hip which is the owner of the so•l; ATTEST: /0-?? . 8' 

® 



.. 

(6) a fiduciary fur the owner of the soil; i=luding but QO( limited to a~ trust=, cteanor, admillistr.uor, rca:iver, or conservator fo th 
O'Nller of the soil; or r e 
(7) a family member of the owner of the soil or related co the owner of the soil by marriage, blood, or adoption. 

23. RELEASES. Under the c:cnditioJU contained in this paragraph and Pangraph 29, L:ssce m.ay 31 any time =ant and deliver to the owner of the il 
an~ pla~:e of record 1 rele= or releases covaiag any portion or portions oftbe le-ased pmniscs_ zad tbcreby s=nder Ibis lc:ase u co such portion or portions, Ut~ be 
rel1eved of all .subsequent obligations as to aacage sun=de:ed. It my part of this lease is properly .surrc~de:cd, the dcby rental due under this lease shall be redvc:d· 
by die .proportion th31 the SlUTCllden:.d aaeage be31"S co the acreage whic:b wzs wve:ed by this le3sc immc:Qwcly prior to suc:l1 s=dcr; .however, such rei~ v.ill 
not relieve I..asee of any liabilities which may have accrued under this lease prior to the SUZTCDdc:r of such acreage. 

29 · F1I..ING OF ASSlGNMENrS AND REI..EASES. If all or any part of this lease is zssi~ or releucd, such assignment or release must be ~ . 
~e county ~here the land is situated. and the recorded instnmlcnr. or a copy of the r=lrded imtzmt c:atified by tbe County am:: of the county in Whic;b tbc Ul 

ms:rument ~ recorded. llli1St be filed in the Gcnenl Land Office within 90 days of the last cxecutioo date accompanied by the presaibed filing fee. If any such 
ass1gnment IS not so filed, the rig.lns ~d under this lease shall be subjca to furfcitun: 31 the option of the Coaunissione: of the Gcnenl Land Office. 

30. DlSCLOSURE CLAUSE. All provisions pe:tainin' to the lease oftbe 3bove«saibed land have been iDcludc4 in this in.strument, including the 
stalement of the ttue comidera.tioa to be paid for the CXCQJtion of this lease md the rilhts md duties of the parties. A.rJy coiW=nl agre=cnts concerning tbc: 
development of oil md zas from the leased premises which are oot conta.iaed in this lease render this le3se invalid. 

31. FIDUCIARY DtJTY. !be owner of the soil owes the State a fidu~ duty and amst fully disclose any fa;ts lffcaing the State's intm::st in the leased 
premises. When the interests of the owner of the soil conflict with those of the State, the owner of !he soil is obligmd to put the State's int.crests before hu petSOnaJ 
inten:sts. 

32. FORFEITURE.. ItLe:sse: shall fail or rc:tuse to makt the payment of arty $Urn withm thisty days after it becomes due, or if Lessee or an audlorizcd 
~ent should_ lctowingly male: any fal.sc rerum or false n:-port cone.:min, production oc drilling. or if Lessee shall fail or refuse to drill any offset well or wells in 'ood 
fa.Jtll as requ1red by law and the rules and regulatioJU adopted by the Commissioner of the Gcnenl Land Office, or if!.= should fail to file reports in the manner 
required by law or fail to comply with rules and regulatiozu promulgated by the General Land Offic:, the School Land Board, or the Railroad Commission, or if 
Less~ should refuse the proper authority= to the records pertaining to operations, or ift= or an authorized Jgent should knowingly fail or refuse to &he 
eom:~:t information co the proper authority. or knowingly fail or refuse co furnish the General Land Office a com:~:t log of any well. or if Lessee shalllcnowingly 
viol are any of the material provisions of this lease, or if this I= is assigned and the assignment u :lOt filed in the General Land Office a:s required by law, the rights 
acquired under this le:lSe shall be subjea to forfeicurc by the Commissioner, :1nd he shall forfeit same when sufficiently inform:d of the facts which authorize a 
forfe iture, and when forfeited the a.re:a shall again be subject to IC3Se under the tcnns of the Relinquishment Act. However, nothing herein shall be construed as 
waiving the automatic termination of this lease by operation of law or by re3SOn of~rty special limitarion arising hcmmder. Forti:itures may be set aside and this 
le= and all righrs t:he:eunder reinstated before the rights of another intervene upon suisiac:.ory mde:lce co the Commissioner of the Ge:le.'":ll Land Office of future 
compliance with the provisions of the law a:nd of this lease and the rules and regulations !bat may be adopted relative be. -eta. 

33. UEN. In ~ordance with Texas Na.tur.ll Resourc:s Code 52..136, the State shall have a !mt lien upon all oil and gas produced from the area covered 
by this lease co secure payment of 311 unpaid royalty and other sums of mooey that may become due under this le3Se. By a.cc:pt:l.llee of this 1=. Lessee grants the 
State, in addition to the lien provided by Texas Narural Resourc::s Code 52.136 and any other applicable swutcry lien, an cxp= conttactual lien on and set:Urity 
inte:est in all leased minerals in and c:xtr.IC'"..cd from the leased premises, all proce:ds which may aa::rue 10 Lessee from the sale of such leased minerals, whether such 
pro cuds are held by L.:::s.sce or by a third party, and all fixtures on and improvemenlS to die I=d premises used in c:oancctioa with die production or processing of 
such le3Sed minerals in order co se:;urc the payment of all royalties or other amounts due or to~ due under this lease and co ~=payment of any da;lll~¥~5 
loss that Lessor may suffer by reason ofl.=ee's b='t of any covenant or condition of this lease, whether ctpress or implied. This lien and security intcresf&fbe 
fore:losed wirh or without court pro=dings in the =ncr provided in the Title l, Chapter 9 of the Texas Business and Commerc: Code. L=e:: agre<:S ~t" • • 
Commissioner may require L:ssee 10 exc::ua: and record such instruments as may be reasonably oec=ary to aclcnowledge, anac!t or perfect this lien. Lessc!!: hel'ttly 
represent$ that the.-e are no prior or superior liens arising from and relating co l=ce's activities upon the above~aibed property or from L=ce's acquisition r1f 
this lease. Should the Commissioner at any time determine that this representation is not ttue, tho the Commissioner may dedare this le:ISC forfe ited as provid« • 
hcn:in. : • • • • 

• •• 
34. POOLING. L:s.see is hereby granted the right to pool or unitize the royalty interest of the owner of the soil undCT this lease with any other le~1tolg • 

or rninen.l interest for the Cl(plor.uion, dc:Yc:lopmcnt and production of oil or gas or either of them upon the same tenns as shall ~ approved by the School Land • 
Board and the Commissioner of the General Land Offic:e for the pooling or Wlitizing of the interest of the Sute under this lease j)WSuant to Tctas Natur.ll R~'-fW 
Code 52.151-52.!53. The owner of the soil agrc:<:S th31 the inclusion of this provision in this lease satisfies the cxec-.1tion requirements stated in Texas N~••• • 
Resources Code 52.152. • •••••• • • 35. IND~. Lessee h=by re:leases and discharges the Sute ofTex.as aEd the owoer of the soil, their offieers, employees, parmers, agents. 
contnctors, subcontractors, guests, invi~ and their respective suc=ors and assigns. of and from all and any <11:tiozu and c;wses of action of every nature. or other 
harm. including environmental ll.ann, for which recovery of d3mages is sought. including, but oot limited :.o, all losses and expe= which are caused by the 
activities oflc.S.see, its officers, employees, and agents arising out of', incidenul to, or resulting from, the opcratiozu of or for Less= on the leased premises 
here:mder, or that may arise out of or be oe::asioned by L=ce's bre:u:h of any of the tenns or provisions of this Agre:ment, or by any other negligent or strictly liab.le 
act or omission of Lessee. Further, Less= hereby ag:rc:<:S to be liable for. exonerUe, indemnify, defend and hold harmless the State of Texas and the owner of the SOil, 
their officers, employees llld ~enrs, their successors or assigns, a.g:linst any and all claims, liabilities, losses, damages, actions, penonal injury (including de:uh), 
costs and expenses, or other harm for which re:::overy of damages is sought, undc:r any theory including COrt, contnc:t, or strict liability, including attorneys' fees and 
other legal c:xpe:1ses, including those related to environmental haz:uds, on the le3Sed premises or in any way related to Lessee's failure to comply with any and all 
environmental laws; those ilrising from or in any way related to Lesse:'s oper:uions or any other of L:s.see's activities on the leased premises; those :uising O:Om 
L:sse: 's use of the surfac:: of the leased pr.:mises; and those that may arise out of or be occasioned by l..e='s breac.'l of any of the tenru or provisions of the; . 
Agrceme:~t or any other ac: or omisSion of Lessee, its dire~tors , offic..-n. employees, partners. agents, contr.:laOrs, subcontr.~C:ors, guests, invitees, and their respcc:uve 
succ:ssors and assigns. Each 3Ssignee of th is Ag:re:ment, or an interest therein. agrees to be liable for, exonerate, indemnify, defend and hold harmless the SLate of 
Tex:as and the owner of the so il, their offieers, employees, and agenrs in the same manner provided above in coMection with the activities ofwsc:e, its offic:~. 
employees, and :1gents as de.sc:ibcd above. L'XCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF Tin: Il'i"D E~L'iiTY OBLIGATIONS 
A."'D\OR LIABILITIES ASSUMED tiNDER TiiE TER.\1.5 OF THIS A.GREEMEi'fi' SHALL BE WrniotiT LIMITS A."''D WITHOUT REGARD TO 
Tii:E CAUSE OR CA.L'SES THEREOF (EXCLUDrNG PRE-EXISTING CONDmONS), STRICT LIABILITY, OR THE NEGLIGE."'CE OF A.'fY PARTY 
OR PARTIES (INCUiDll'IG THE NEGLIGENCE OF THE Il"DDfNlFlED PARTY), WHETHER SUCH NEGLIGE:"/CE BE SOLE, JOL'IT. 
CONCURRE:"'T, ACTIVE, OR PASSIY"E. 



36. ENVIRONMENr AL HAZARDS. Lessee shall usc the hiihc.st de p-ee o( ~ and all rasoa.able Jaie&UUds to prevent contamination or poUIItio ~ · . 
any enviroNJIC1IW mcdiwn. ineludin& soil. surface wuas, ~. sedimcna. and surfa= or subsurface stnU. ambient air or my olhcr c:aviroiUZlCnQiznc~ 0 

• 

in. on_. ~r Wider.~ leased prcmise:s, by my~ poll aunt. or contaminant. Lc;uce sb.aJJ ooc brin& or pamit to mnaiD on the !e&Kd prcnU.sQ my asbestos ura 
contauun1 awcnaU, explosives, toltic IDaUri.a1s, or subsw!c::s ~awl as hzunfous W2StCS. haz:ardoas IUaU:ri&l.s. h:u;ardous substances (as 1be lam~ 
Substance'" is defined ia the Comprehensive Environmcnw Rc:spomc. Compcnution md Liability Aa (CERCLA). 42 U.S. C. Scaioas 9601, Cl seq.).~ toxic 
submnccs under my !edcnl. st3tc, or local!~ or rqub:lloa ("li.zz;Jrdous ~"). CltCq)( ~ proctuas c:.ocnmoaly used iD coDDCaioa with oil and ps 
CXi)lontion md development operations a.nd stor:d iD the usual m.mncr 11\d quantities. L.ESSE:E'S VlOU TION OF THE FOREGOING PROHIBmON 
SHALL CONSllTUTE A MA n:RlAL BlU:ACf AND DEFAULT HEREUNDER AA"D I.E.SSEE SHALL INDOINIFY. BOLD HA.R.'ta..E.SS AND 
D£:FL"'D THE STATE OF TEUS A."m THE OWNER OF THE SOU. FROM AND AGAINST AJ.'N cu.lMS. DA.'\iAGES. JUDGMENTs. P~AL TIEs. 
LUBILITIE.S. A."m COSTS (INO.UDING R.EASONABU: A TTOR."4~ :n:ES AJ."''D COURT COSTS) CAUSED BY OR ARlSINC Our OF (I) A 
VIOU. TION OF THE FOREGOING PROmBmON OR (II) THE P~CE. R..E:I.EA.5E. OR DLSl"OS.U. OF A.'N HAZARDOUS MA'TDUAz.s ON. 
tJNDER., OR ABO liT THE LEASED PRE:.'tflSES DURING u.ssn;•s OCCUP A.._,.CY OR CONTROL OF 'THE 1.E.ASD> PRE.~ES. l..ESSD: S1:U.U. 
CLEAN UP, RE.\10¥1:. RL\1D>Y A."o"D RD'AIR A."'Y SOU. OR GROUND WATER CONTA.'tiiNATION A."lD DA.'\iACE C..\US:ED BY THE 
P~CI: OR R.El..L\SE OF A."'Y IIAZ.UU)OUS MA TDUALS IN. ON. UNDER. OR ABOUT' 'THE LL\SED PRO USES DURING LESSEE'S 
O<:CUP ANCY OF THE LEASED PRDaSES IN CONFOR.\fA. ._,.0: WITH nn: REQL'IRL"'dE:''TS OF A2PUCABU: LAW. THIS 
INDE.\1NIFICA TIONA."''> ASSUMPTION SHALL A2PLY, BUT IS NOT 1.IMITED TO. I.IABn.rrY FOR RESl"QNSE ACTIONS UNDERTAJCDI 
PURSUAl'IT TO CE:RCLA OR A.'fY O'T'HER ENVIRONML"'TAL LAW OR REGULATION. LESSEE SHALL IM\ID>lATEL Y GIVE THE sr An: OF 
TE'US AND THE OWNER OF Tl{]l; son. WRI'l"rl:lf NOTICE OF Al'fY BREACH OR SlJSPECTED BREACH OF TBlS P AIUGRAPH. uPON 
LEAR. "''NG OF TilE l'RE.Sl:NCI: OF ANY HAZARDO US MA TDUALS, OR UPON R.ECDVING A NOTIO: FROM A."'Y GOVER.~ 'TAL 
ACENCY PERTAINING TO HAZARDOUS MA TElUALS WHICf MAY AFFECT THE LL\.S£D PRE.'ti1SES. THE OBUCA TIONS OF U:SSir 
HDU:UND£R SHALL st..'RVIVE THE EXPIRATION OR £..UU.IER n:R.\IINA TION. FOR ANY R.E.ASON. OF lliiS ACR..EL~. 

37. APPUCABLE LAW. This lase is issued lll1der tbc pn:rvisions olTex:ts Nuunl R.c:sourc:::s Code 52..171 throu&h 52..190.; commonly lalo- u !be 
RefmquishmcntAa. md otha ~pliQ.ble .sumtc:s ~ mlCidmca tbc:rc1o, md it any provision in rhls le:ISC does DOC a~nform ID tbesc st:lnltcs, the stanu:s will 
prevail over my noncon!ormin1 le.:ue ~as. 

33. EXEctrrlON. 1'hil oil md ps lease must be siped :md xlcowlcdred by the Le:ssce before il is filed o(m:ord in the county =rd.s and ia the 
General L:lnd Office o(tbe S tou.c of Te=s.. Oace the filin& mjUircmcms found in P3l:III'3Ph 39 of this !cue have bcc:n satisfied. tbc e1fec:tive da1c o(lhis lease shall 
be tbe dau found on Pace I. · 

39. LEA.SE FII..ING. Pu=r to Cupcer 9 of the T= Business Jnd Cornmc:rc: Code. this !case must be filed of record io tbc office of !be County 
Clcrlc in any county iD wllic:!l .1.1! or .111y ;lart of the lo.se-d prcm.iscs is located. iUld certified copies th~of must be filed in tbe Gcncr.U I..md Office. This le:ue is not 
e ffective until .1 cenified copy of Ibis I= (wbic:!l is made and =tified by tbe County Clerk from his records) is filed in the Gc..'ler.J.I Land Office in ac::ordant: with 
Tc:.:us N:uur.ll :tC3oUTCC3 Code 52.1&:3. Acfdjtionally, ttW le~e shall not be bindin1 upon the S tou.c unless it reciteS the .lc:\lal .111d tnle consider.uion p:l.id or promised 

CO< aorutioo o(<bU I=< Tho boo~ doo ~~;r=>Y '""' oatifiod =PY <o ~' Gonml L>od Offi= 

B~ Cl a v Johnson 
• •• • • • ••• 
•••• • • • •• • ====cr==cJ-=:y;:7!:~:'=====-=-• 

• •••••• 
ST A TE"'F TEXAS 

BY:•~~----.,.-------------­IndividuaJiy and u :tgenl for the Sute ofTe:us 

D :uc: __________________________________ _ 

STATE OF TEXAS 

BY:----.,.---=-----:=--=~-----
¥a~ui1J:md~ 
D~:. ______________ ~----------

STATE OF TEXAS 

BY:. ____________ ~------
lndivid\Wly and u qc:'lt for tbc: Swe ofTQ:;u 

D~: _______________________________ _ 

A C£RTIFIED COPY 
IF IT BEARS THE SEAL OF THE COUtrrY ~RI( 
A TTEST: It?- ;; 6 - 'J' 

® UNOA '-'· OONAI.D. COUNTY CLERK 
CUlB.ZNTY, TEXAS 

BY, ~<'~~ DETVfY 



STATE OF ___________________ ___ 
(CORPORATION ACKN OW'LEIXiMENT) 

COUNTY OF ____________________ _ 

BEFORE ME. !he Wldenip!Cd autbority, 011 this cby penooally 3ppezrc:d'------------------------------------­
known to me to be the pc:son whose n.amc is subscn"bcci to !be fo~&eiDc instrameDt. U•---------------------•of . . .. : ·· 

Given under rrry lwld m ci sal o(otl5c:e this the. ______ day o( __________ _,· 19 ___ • 

Neary P'll.blic: iD md for ___________ _ 

STATE OF ________________ ___ 
(CORPORATION ACXNOW!.EDGMENT) 

COUNTY OF ___________________ _ 

BEFORE ME. the w dersiP=i authority, 0 11 this cby pcrsonal.ly appe.aRd. ____________________________________ _ 

known to me to be tbe pencn wbo$c t=ne is subscribed to the fon:il)iDC instruzncnt, 3S•--------------------"-of 

Given under :rry band md seal o ( offic:e this thc:. _ ____ dzy o( ___________ _. 19 ___ . 

Not:uy Public: in and for __________ _ 

-.--
STATE OF I e_)x:. as;. (L'iDI'VIDUAL ACOIOVil..EDGME-fl) 

COLNTY OF m, ·ct. ) Clhd 
••• 

Before: me. the Wldersigned a.ut!loricy, on this day pc:sonally :JP~d. __ .....:.W.:..a~y~n~e=--.:..M.:..:O=O:..::r::...:::e'-''r.._.::a::._...:.W:....1:::. • .::d::.;O::...:.:W:..:e::.=r ______ •_.. • • • • 

~----~-~---------------~-~~----~~-~~~--~~----~---~~-~··· known co me co be the ;:!C::SOns wb.ose names are subsc:ibed co the fo~oin' instrumo:nr. and a.clcnowledged CO me !hal they c:xecuted the: same for the ;:lurto~ fl\1 
consideration therein expressed. 

. . :: ·~;'\. PATRICIA L BANE 
\ '-:~ ·. NOTARY PUBLIC 

': .. ',;:{j '~ate of Texas 
<~,)f''ii_'.: ·, .. J:;, ,~. Exp. 05-29-2000 

STATE 0~ •• -:-:·· ; ~Ra2"'"' 

· thc:_ """"d.._./_..S.:C __ day of 

Noury Public: in ltld for __________ _ 

(lNDrviDU AL AOO<OWLEDGME'<Il 

• 
•••• . .. . 

• • • 
• •• • • • •• • 

• ..... .. . 
•••• 

• •••••• • • 
COtn-.'TY OF __ .:._M~'=cUJ..:....:....~----

Before me. the: undersigned authority, on this day pc::-sonally appe;ued. _____ ....:6{~~~~~f-Tv..::::..~....::::6k::...J_~~~~::.._:--------
kno wn co me to be the pc::sons whose names ar: subscribed co the: foregoing instrumot, and a.clcnowledg:d to me that they aecutcd the same for the putj)OS:S llld 
eoruider.u.ion therein expressed. :? } 

Given under my hand ltld seal of off!~ this the (;!}_ J day of ~ . 19 q !J 
~ 

4~~ MONICA MARLOWE 
(-f{~'{'{'\ NOTARY PUBLIC 
~~. ~ ftj State of Tex3s 
~"oi:~ Comm. Exp. 10-30-99 

-........ .. # 

Noury P.J!:Iic: in llld for ___ .J.V...:~=-_::~~~---
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EXHIBIT II A II 

ATTACHED TO AJ."ffi .NIADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JULY 
17, 1998 , BY A."ffi BETWEEN WAYNE MOORE, A WIDOWER AS LESSOR, A>m CLAY 
JOHNSO , AS LESSEE, AND COVERING 640 NET MINERAL ACRES, MORE OR LESS, ALL IN 
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 fo r Four (4) Years. Concluding a $4.00 per acre Pd-Up Rental Payment was made 
in advance fo r 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 productiqn 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 poo led therewith, at the end of the primary term hereof. whichever is the later date; and thereafter 
carry on the continuous drilling program until all proration units have been drilled. allowing not more 
than 180 days to elapse between the completion of one well and the commencement of the next 
succeeding well. Should Lessee fail to commence the continuous drilling program or subsequently default 
in the performance thereof, then in either event. this lease shall terminate as to all lands covered hereby, 
save and except for the proration units surrounding each well then producing, capable of producing or 
upon which operations are being conducted. The term "proration unit" as used in this paragraph means 
any acreage designated as a drilling unit or production unit in accordance \" ith the rules of the Railroad 
Commission of the State of Texas. Further, the term "commencement" shall mean that point in time when 
the pertinent well is spudded and the term "completion" shall mean the date upon which the initial 
potential test report is filed with the Railroad Commission of the State of Texas. if a productive well. or 
the date of filing the plugging report with the commission. if a dry hole. · otwithstanding the termination 
of this lease as to a portion of the lands covered hereby. Lessee shall nevertheless continue to have the 
right of ingress to and egress from said land still subject to this lease for purposes described in paragraph 
I hereof, together with easements and rights of way for roads. pipelines and other facilities on, over and 
across all of the lands still subject to this lease and for the gathering or transportation of oil and gas 
produced from the retained lands. The sole liability or penalty fo r the failure of Lessee to drill any well or 
wells required or permitted in this lease shall be the termination or partial termination of Lessee's rights 
under the lease as provided above . 

In conducting such continuous drilling program. Lessee shall be enritled to accumulate and later use time. 
if any, saved bet\.,een wells. beginning with the second well under this continuous drilling program. If 
one we ll 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 bet\veen 
subsequent wells. 

A CERnFIED COPY 
IF IT BEARS THE SEAL Of 1l1E COUNTY Cl~ 
,ATIEST: 1{2 j7(;, . y{f 
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ll,l/<\1\1 Ml:o:>VUMvl:o:>, L . t"' . V 

ACQUISITI~I()~9~ 1'()~JER OF THE GENERAL LAND OFFICE 

PARAGON #299 :~ease Bonus Payment in full of 1/2 Lease Bonus Cons ideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 07117/98 from the State of Texas by Agent 
Wayne Moore. a w idower, Lessor, 
in favor of Clay Johnson, Lessee, covering 
All of Sections 18, 19, 20 & 2 1, Block I 00, 
PSL Survey, Culberson County, Texas. 

10/2 1/98 

99011695 

••• • • • ••• .... 
• • • •• • 
Ch~cki ng •••• • • • •• • 
•• • 

TITAt-.R~OOURCES, L.P. 

/(0 

Lease Bonus 

ACQUI.ITI~~~WNER OF THE GENERAL LAND OFFICE I 0/2 1/98 

• · ~AllAGON #299:Lease Bonus Payment in ful l of 1/2 Lease Bonus Consideration due •••• . 
•••••• • • 

Checking Lease Bonus 

the State of Texas for Paid-Up Oi l & Gas Lease 
dated 07/17/98 from the State of Texas by Agent 
Wayne Moore, a widower, Lessor, 
in favor of Clay Johnson. Lessee, covering 
All of Sections 18, 19, 20 & 21 , Block I 00, 
PSL Survey, Cul berson County , Texas. 

x l7,280.00 

002679 
17,280.00 

17.280.00 
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HAL REVIEW SHffi 

Transaction# 287S GIDJglst: L. Collier 

LBSS(J': Moore, Wayne l.8aso Data: 7/17/98 II: 0 

LBSS88: Clay Johnson Acres: 640 

LIASE DESCRFflON 

County Bass Flu No Part Sac. IIIDt Twp Slnay 
CULBERSON 134171 ALL '</O Ac. 18 100 00 PUBLIC SCHOOL LAND 

CULBERSON 134172 ALL t, '(O A-c . 19 100 00 PUBLIC SCHOOL LAND 

CULBERSON 134173 ALL t,~o ,;f-(' . 20 100 00 PUBLIC SCHOOL LAND 

CULBERSON 134174 ALL ,vc; A c. 21 100 00 PUBLIC SCHOOL LAND 

TIRMS OFFERED TIRMS RECOMMENIID 

PltlUI'y T 81'111: Is years PltlUI'y T 11'111 Is years ~ 
Bonus/ Acre: $so.oo 1 Blnls/ Aln L_ $SO.oo ] 

RBilta/ Acre: $1 .oo 1 Roota/ Aln L $1 .QTI 

Roymty: 13/16 Roymty 13/16 I 

COMPARISONS 

Mf# 

C111111111ts: Paid up rental. Gross acres 2,S60. SEE OTHERS: Lee Wayne Moore, Trustee for Pearl Moore Ca~er 
with 80 acres, Montebev, Inc. with 640 acres, Montgomery-Walker 1974 Trust, by Charlotte Walker 
Furman Trustee with 640 acres, Joe Montgomery Brooks with 160, 

/o 2.7 ::>B 

Tuesday, October 20, 1998 

Abst# 
S7S9 

S760 

S761 

S762 



Trnootm # 2875 

l.8sslr: Moore, Wayne 

l.8ss88: Clay Johnson 

LIASE IISCftiiTlON 

Cllllty 
CULBERSON 

CULBERSON 

CULBERSON 

CULBERSON 

TERMS llfERED 

PrinarY T 111'111: 

lknls/ Acra: 

Root&! Acra: 

Roy~: 

COMPARISONS 

Mf# 

Is years 

I 
I 
13/16 

Bass FIB No 
134171 

134172 

134173 

134174 

$54.oo 1 

$1.oo 1 

I 

RAL REVIEW SHEET 

~t: L. Collier 

LBasa Data: 7/17/98 II 0 

Acres: 640 

Part sac. llkl* Twp sarvoy Abst# 
ALL 18 100 00 PUBLIC SCHOOL LAND 5759 

ALL 19 100 00 PUBLIC SCHOOL LAND 5760 

ALL 20 100 00 PUBLIC SCHOOL LAND 5761 

ALL 21 100 00 PUBLIC SCHOOL LAND 5762 

TERMS RECOMMEIGID 

PrinarY T 11'111 

lknls/Ain $o.ool 

R1111&1A1n I $o.oo 1 

Roy~ [ 

Date T 11'111 Boous/ Ac. Rlllt&t Ac. Roy~ llstau 
..---------. I I C ~ C ~ I wtl.8as8 

.--[ -----, ~===============~ ~====~ C -1 :====~ I I 

:=1 ======: ~==============~ :=====~ I I I ~I ~ ~==~ 
:=C======: ~========~ ;==::::===: I I I ~~~ ~======~ 
1'-__ ____, '---------__; ._ __ __,J [ :=1 I I._____, ...___ __ ___, 

AIUOVIII: - -----

Thursday, October 15, 1998 





TEXAS GENERAL LAND OFFICE 

GARRY MAURO 

rYJ-/00 18~ 
(J4;d~ up 

COMMISSIONER MEMORANDUM 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: 

County: 

Clay Johnson 

CULBERSON 

Section: 18 Block: 100 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3116 

Consideration 

Recommended:f./.J"3tLJ .27·.9P> 
Not Recommended: ----
Comments: 

Lease Form 

Recommended: fl:rtt /1 /;t /r!> 
Not Recommended: - - --

Comments: 

Bonus/Acre 

Rental/ Acre 

DATE: 20-0ct-98 

BaseFile #: 134171 

Abstract: 5759 

$50.00 

$1.00 

Spencer Reid, Senior Deputy 

Recommended: 1JV' 
Not Recommended: 

Date: II ( t~q rj 

----

Garry Mauro, Commissioner 

Approved: {/1h__ 
Not Approved: ___ _ 

Date: ----- -





Texas General Land Office 
Garry Mauro, Commissioner 

December 18, 1998 

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

Re: RELINQUISHMENT ACT LEASE NO. M-100185 
All of Sec. 18, 19, 20, & 21, Blk. 100, PSL 
Culberson County 

Dear Mr. Ready: 

Stephen F Austm Bu1ld1ng 
1700 Nonh Congress Avenue 
Austin. Texas 78701 · 1495 
(512) 463-5001 

The certified copy of the Relinquishment Act Lease covering the above referenced tract has 
been approved and filed in our records under mineral file number M-100185. Please refer to 
this number in all future correspondence concerning the lease. 

Your remittance of $3,004.82, 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:)~ f( 
Drew Reid 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

DR:MT:mrg 

Pron1ed on recycled paper Wllh soybean onk 




