
# LeaseDate 
-----------

A Jul 17 1998 
B Jul 17 1998 
c Jul 17 1998 
D Jul 17 1998 
E Jul 17 1998 
F Jul 17 1998 
G Jul 17 1998 
I Jul 17 1998 

Rentals : 

Lease ~ 
Admin:~ 

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

640 . 00 ACTIVE 
640.00 ACTIVE 
640.00 ACTIVE 
106.66 ACTIVE 
106.66 ACTIVE 
106 . 66 ACTIVE 

80.00 ACTIVE 
80.00 ACTIVE 

Minerallli­

Maps: ~n 

\)\V~ 

STATE LEASE MF10 0186 

CONTROL BASEFILE COUNTY 
--------- ------------ ----- ------------
07-30866 134162 - CULBERSON 
07 - 30875 134163 CULBERSON 
07-30884 134169 - CULBERSON 
07-30893 134170 - CULBERSON 

SURVEY PUBLIC SCHOOL LAND 
BLOCK 100 
TOWNSHIP 00 
SECTION/ TRACT: 8,9 , 16 & 17 
PART 
ACRES 
DEPTH LIMITS 

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

2560 . 00 
NO 

JOHNSON, CLAY 
Jul 17 1998 
5 yrs 
0.00 
0 . 00 
0.18750000 

/ 055 
/055 
/ 055 
/ 055 

'\. . 

~--= 

0 
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Caeral Laod Office 
Rdloqui311mur Acr Lease Form 
Revised. Scptembu 1997. 

PAID UP 
On. AND GAS LEASE 

TinS AGREEMENT is made md c:n=ed into this_ll_day of .In 1 y 
a&cnL~-w~a~y~n~e._.M~a~our~e~·~~a~x~i~d~o~v~e~r~------------~~~----~~--~--~~~--~~~--~--~~~~----
-----------------------------------------------___;of 4 a 3 N M a ri eo f e 1 d I M i d 1 a o d I T X 7 9 7 0 1 

19~ bctwccD the State ofTcx:as.ldin& by md throop its 

------------------------------------------~~~------~~~--------~----------------------~~d~~l (Give Pc:tnanCDl Address) 

bc:rein referred to as the awncr of the soil (wbcttlc:r one or more), aod, ___ ~C~J ~a~y~::'-J'-"g~b~nu..o::s~o-:~-nu....-:=----:"":""--~-:::-:~-----------
----------------------------------------------~2~0~1~~W~~~-W~a~J~J~,~~S~Jl~J~~ ~t~e~~8~0~0~--------------------'or 

Mi dl an d . T X 79701 

1. GRANI'ING CLAUSE. For md in coasid=ttioo of the :m.xnznl3 stllcd below md of the ~ts md ~ts to be paid, 1crpt md perfollDCd by 
L:s:sec UDder this lease, the State ofT c::us acting by md throuciJ the owner o( !he soil. baeby ~ lases 3Dd lets UIUD L=ee. fur the sole and oaly ~ of 
prospecting md drill in& fer and prod=ing oil and ps.. layinc pipe lines. building tanJcs. SIDriD& oil md builcfinl power stations. ll:!epbone Jine.s md ocbc:r S1lUc:lXfts 
thcn:oo., to produce, ~e, take= of. trc3l md trmsport s.a.id products oftbc lease, the foUowin& la.ads situan:d in en 1 be rsgo County, State 
ofT c:xas, to-wit: 

Block 100, 
Section 8: 
Section 9: 
Section 16: 
Section 17: 

Public School Land Survey 
All 
All 
All 
All 

aJntaining 2 , 56 0 aacs, more or less. The bonu:s consider.ltion paid for this I= is as follows: 

TotheStateoCTc:=s: Seven teen Thousand Two Hun d r ed E i ghty and No/100----
Dollars (S 1 7 , 2 8 0 I 0 0 ) 

Tothcowncrofthesoit: Seventeen Thousand '1'"10 Hundred Eighty and No/100---
Dollars ~ 1 7 . 2 a a . a a > 

Totalbonusconsidaatioa: Thi rty - four Thousand ·Five Hundred Sixty and No/100 
Dollars (S 3 4 , 5 6 0 1 0 0 ) 

The total bonus considaation paid rcpr=ts a bonus of Fif ty-fou r a nd No/1 00--------------------
• •• Dollars (S 5 4 . ao ) per=. on 6 40 net ac:es. 

*See! ~hibit "A." attached for Pd-Up~Delay Rental Provision shown as Paragraph #40 
• • • • • 2. TE.'-\i.. Subject to tbe other prov isions in this lease. this )e-.lSC shall be for :1 ~rm of F j ye ( 5 ) years from this We 

(hcz«J• Cl%1~d "primary term") and as long then:afu:r as oil and gas, or ~ithcr of them, is produced in paying quantities from said laod.. 
As UICd in this lase, the tenn "produc::.d iD pay inc quantities" m~= tllat the n:~ipts from the sale or other lllthoriz.cd comme:n:ial usc of the substan~{s) covered 
cx~;q gut of pocket operational ocpcn.sc:s fur the six months last past. 

• • • •• • 



.. 

4. PRODUCTION ROYALTIES. Upon production of oil and/or ps. Lc:ssce aqees to pay or c:ause to be paid one-half(l/2) ofthe royalty 
provided for in thu I= to the Commissioner of the Gc1lcraJ Land Office of the Swe ofTc:u.s, at Austin, Tens. and oae-baJf(l/2) ofsuc:ll royaJty to the owner C 
thero~ 0 

(A) OIL Royalty payable on oil, whiell u defined as inc:lu.din1 all hyc!roc:ubons produced in a liquid form 31 the mouth of the wcU and also~ all 
condensau, distillate, and other liquid bydrocattons recovered from oil or ps run tbrou~ a scpantcr or ocher equipmen.r. as bereinaiter provided, shall be 

3/16 part of !he poss produc-Jon or the lll.2lUt value thereof; 31 the option of the owner o(tbe soil or the O:lmznissioncr of the 
General L3nd Office, such value to be dctumincd by 1) tbe highest posted price., plus premium. if illy, offen:d or paid for oil, condensate., distillate, or ocher liquid 
hydroc:lrbons, n::spectivcly, of a IW: type md v.Mty in the~ area where produced and when ran, or 2) the highest ma.ric.et price thaeofoffcred or paid in the 
genua! arn when: produced and when ruo. or 3) the: gross proceeds of the sale thereof; wllichc:ver is the grealer. L=« ;agre1:S !bat befon: my gas produee1f frollllhc 
!=sed prcmise.s is sold, used or proc:csed in a plant, it will be run free of am to !he royalty owners through au adequate oil and ps ~r of c:Qave:ltional type, 
other equipment at le~ as efficimt, so ltl3t all liquid hydroc::arbons reeovcrable li'om the ps by such means will be reeover:cf. The requirement that such ps be rau or 
through a scpar.uor or olhc:r equipment m.ay be W2ived in writing by tbe royalty awners apoa suc:!l a::nns and conditions as they prcscn'bc.. 

(B) NON PROCESSED GAS. Royalty on my ps (mc:luding flared p:s), whicb is defined as all bydroc:ubons and gaseous substanc:s oct dcfiDcd 
as oil in subpara&raPh (A) above,~ from any well oa said land (except as provided ben:ia with respect tops proc:cssed in a plant foe tbe c::aractioa of 
psoline, liquid hydrocarbons or other products) shall be 3/16 part o!tbe poss produc:tioa or tbe marltet value therco( at the optioa of the 
owner of tbe soil ot the O:lmmiuioner of the General Land Office., such value to be based oo the llig.best marlcet pric;;c paid or offered for ps of comparable qual" tty ia 
!he gencnl ~ where produced aad when nm, or the: poss price paid or offered to the produ=, wllic:bevcr is tbe greater, provided tb.at the maximwn pr=ure ~ 
in measuring the ps under thu lease shall oot u my time c:x=d 14.65 pounds per square inch absohnz:, llld tbe standard base temper.IDJI'C shall be sixty (60) 
degrec.s Fahrenheit, eo=tioa to be made for pres$UI'C a.c:::ording to Boyle's Law, and for spec:i.fic gravity accard"mg to lr::StS llWie by the Balance Method or by the 
most approved method of testing being used by tbe indus:ry at the time of teSting. 

(C) PROCESSED GAS. Royalty on any p.s processed in a p.soline plant or other plllnt for the =very of gasoline or other liquid bydrocarbons 
shall be 3/16 pan of the residue gas and the liquid hydroclbons cxtractz:d or the marlcct value thc:rcot; at the option of the 
owner of the soil or tbe Commissioner of tbe General Land Office. All royalties due ~in shall be based on one hundred percent (100%) of tbe total plant 
production ofn:sidue gas a.aributable to gas produced from thls le3Se, and on fifty pe=t (SO%), or !bat percent accruing to Lessee, wllichevcr is tbe giQtcr, of the 
toul plant production of liquid hydroc:lrbons a.aributable to the gas produced from this lease; provided Uw ifliquid hydro<:::ubons arc recoven:d from gas proc.cssed 
in a plant in which W5c: (or its pan::u, subsidiilt)' or a.ffiliate) owns an interest, then the per=cage applic.;Wie to liquid hydro=bons sh.aJl be fifty perccn.t (S~/.) or 
the highest perc;;cnt accruing to a third party pro=ing gas through such plant under a proc:.essin1 avc:ment acgotiated at :urn's length (or if there is no such !bird 
pany, th.e highest percent tben being specified in processing a.gre=ents or eoiUl'aC'.s in the industry). whichever is tbe grc=. The rcsp~ve royalties on residue gas 
and on liquid hydroc::lrbons shall be determined by 1) the highc:::t marltct price paid or offered for any gas (or liquid hyero=bons) of compar.l.ble quality in tbe 
general arc:J.. or 2) the gross pric.: paid or offered for such resid:.;e ps (or !he weighted <~Vcrage gross selling pric:: for the respective gr:u!es of liquid hydroc:uixlns). 
whichever is the grc:ua. In no event, however, shall the royalties payable under this paragraph be Jc:.s.s than the royalties wruch would have ~ due: had the gas not 
been processed. 

(D) OTIIER ?RODUCTS. Royalty on c:ubon black, sulphur or :~ny other produc-:s produ~d or manufac:ur=d from g35 (c:xc.:j)cing liquid hydrocrbons) 
whether said gas be "casinghead. • "dry, • o r any other gas, by fr=:.ion.ating. bwning or any other ;m::=sing shall be · 3/1 6 pan of !be 
gross production of such products.. or :be market value thereof; 31 the option of the owner of tbe soil or the Commissioner of the General Land Office, such market 
value to be detennined as follows: I) on the basis of the highest marlc.:t price of c:3Ch product for tbe same month in wruc:!J such product is produc:d, or 2) on the 
bas is of the average gross sale price of c=.'l product for the same month in whic."' such products arc ?roduccrl; whichever is the gre:u.cr. 

S. MINIMUM ROYALTY. During any ye31' after the: expir:uion of the primary ter.n o f :his le:~Sc:, if this I= is maintained ~y production. the royalties 
paid under this lease in no event shal I be Jess than an amount equal to the total annual delay rental herein provided; otherwise, there sbai.J be due and pay~li og or 
before the last day of the month succ::ding the anniversary date of this I= a sum equal to the total lJUlUil! rent:U less the amount of royalties paid during•~' • • 
pre::.:ding ye31'. lfP:uagr:~ph 3 of !his J e:~Sc does not specify a de lay rental ilmOunt, thea for the purposes of this paragnpll, the delay rental :unount shall be one. 
dollar (Sl.OO) per ac.-e.. • 

0
:

0 

• • •• 
6. ROYAL IT IN KIND. Notwithstanding any other provision in Ibis l=c. at my time or li'om time to time. the owner of tbe soil or the Commiss!'oner 

of the General Land Office r=y, at the option of either. upon not less than sixty (60) days ootic:.: to the holder of the lease. require that tbe payment of ~y ;et.tsa~ 
a.cC':11ing to such royalty owner undc:: tllis le35e be made in !Cod. The owner of the soil's or the Commissioner of the Gener.ll L3Dd Office's right to take t~roy!lfy 10 

kind shall not d iminish or negate tbe owner of the soil's or the Commissioner oftbe General Lmd Offic.:'s rights or Les.s='s obligations, whether express~ ~~~lte~ 
under this lease. • • • 

• 
7. NO DEDUcnONS. ~ JgTCC:S that all royalt:cs ac.c:uing under this lc:1se (mc:Juding those paid in kind) shall be without deduction for theuJU>f 

producing, gathering, storing. sepanring, tre3Ling, dc:."'ydrating, compressing, p=ssing, lr.lll.Sportiog, and otherwise rmlcing the oil, g:IS and other produd • • • ·• 
her::.mder re:ldy for sale or use. Lcssc: ~ to compute and pay royalties on the gross value: =ived, including any reimbursements for SC"Verance taxes ~d. 

0 
• • 

production relared costs. • • 

8. PLANT FUEL A."'D RECYCLED GAS. No royalty shall be pay:lblc: on any gas as may represent this lease's proportionate shan: of :my fud used to . 
process gas produced hereunder in any process ing pl:lllL Notwithstanding any other provision of this lease:, and subject to the written consent of the ownerofth~ soil 
and the Commissioner of the General Land Office, ~see =Y recycle gas for gas lift purposes on the Jc:asc:d prc:nises or for injection into any oil or gJ.S producmg 
formation underlying the leased premises :lftcr the liquid hydroc:ubons conui.ned in the gas have: be:n removed; no royalties shall be pay3.blc on the re;ycled gJ.S 
until it is produced iltld sold or used by ~c:e in a manner whic."' entitles the royalty owners to :1 royalty under this lc:3.Se.. 

9 . ROYALTY PAYMENTS A.'l'O REPORTS. All royalties not talce:t in kind shall be: paid to the Commissioner of the Gene:-a.l Land Offic~ at Austin. 
Tcx::IS, in the following manner: 

· · · th T R · Rul tl 'd thai royalty on oil is due P1yment of royalty on production of oil and "liS shall be as ?rov1ded 111 tl:e rules set forth 10 c exJ.S eg1ster. es c=n Y prov1 c: . d 
and must be rec:ivc:d in the General Llnd Offi~ on or before the: 5th day of the second month succ.."'eding the month of production, and royalty on gas 15 ddue. anfthe 

, th th f d . . d by the: affi OIVIt 0 mwt be received in the General Land Office on or before the I 5th day of the second month succc:dmg e mon o pro uctJon, a.ccompanle . . · of 
. . th nt and d1spos1t1on 

owner. manager or other authorized agent.. completed in the fo rm and manner pr:scnbed by the Ge:1eral land Office and showmg e gross amou . d' s·u·on 
. fi . th oduc·Jon. lspo ' al l oil iltld gJ.S produc::d and the market value: o f the oil and ga.s. together w1th :1 copy of all docume:~ts, records or reports con mmng c: sross pr • 



and market value _includinc gas meta readings. pipeline receipts, p.s lin~ receipts and ocher l:hccl::s or memonnda of ~ount produced and ~ut in:O pipelines, tanb. 
or pool.s and cas lmes or ps ston&e. and any other reports or n:=rd.s which the General Land Office may require to verify the gross pcoduc:uoa, diSpOsition and 

' market val.uc.. In all = the authority of ;a~ or qcnt to .a for the Leu= herein l1li.\Sl be filed in the General Lmd Offic:c.. Each royalty P&)'ment ~I be 
oaccomparued by a checlc stub, schedule:, summary oc ocher rcmiaanc:c advice sbowillc by the assicncd Gcncnl Lmd Offic:c lease number the: amount of royalty be" 
paid on~ lease. _lfLc:s3= pays his royalty oa oc before thlny (30} days after the royalty paymcmwas due, thCl Lcs.sc:c owes a penalty ofS% on !he roy.~ty cw me 
$2j·~· _whaehevc:r lS creater. ~royalty paym~ which is over thirty (30) cbys late~~ ac:aue ;a paulty of 10% of the royalty d~ ~ $25.00 whichever is~­
In addtuoo to a penalty, royalties sball acaue LDterc::st at a rate: of 1~/e pet yur, such IDll:rcSt will bqio acauin& wlu:n the ~ty lS siXty (60) days overdue. 
Affidavits md supportinc documents wbic:h an: oot filed when cfue slWJ incur a pc:nalty i:a m amoam set by the Genc:nl Land Office a.dministntivc: rule which is 
effec;tive on the~ when the affidavits or supportinc doc:umc:nts w-ere due. The Less= shal.l bear all n::spoasibility for~ or causinc royalties to be paid zs 
prescribed by the due~ provided herein. hymcm of the del~aency penalty shall i:a oo -orq opcr.111: to prohibit the Swe's risht of forfeiture as providc:4 by law 
nor act to postpone tbc dau: on which royalties wen: oricinaJly due. The above pc:nalty provisioas sllall aot apply in cases of tide dispute~ to the State's ponioa o( 

the royalty or to that portion of the royalty in dispute ~ to tm ~value. 

10. (A) RESERVES, CONTIV.CTS AND OTHER .RECORDS. Less= sball aruma!ly furnish the Commissioner oftbe General Urad Office -.with 
its ~st ~ble estimate of oil md ps n::servcs undcrlyinJ this lease oc allocable to this le:ue and sllall furnish said Commissioner with copies of all contracts IIDda 
whach psIS sold or proo:sscd md all subsequent~ md amendments to sucb couux:s within thirty (30) days after c:ntcrin& inLO or makinc suc:h ~ 
agreemena or mx:ndments. Such contn.c:ts md ~ wbcD received by tbc Gclenl L.md otfic= shall be bdd in eonfidella by the Genc:nllalld Office IXIlc:s:s 
otherwise &Ut.boriz:d by Lessee. AJI other comraa:s and rccord.s penainin1 to the produc:ioa, tnasportarion, sale and marlc:ting of the oil md p.s produced oa said 
premises, includinc the boola~ accoWlt:S, rc:a:ipts and disch.arJes of all wells. tlllJa. pools. meu:rs, md pipd.iac3 shall at all times be subjec:t to ~tioa and 
examination by tbt: Commislionc: of the Genenl Land Office:, the Attomt:y General. the Govc:m.o~", or the representative of any of tbc:m.. 

(B) PER.\.UTS, DR.II..LING .RECORDS. Written oodce of ill operations .oa this lease shall be submiacd to tbe Commissioner of the GcnenJ 
L3nd Office by L=ee or opc:r.uoc fi.ve (5) days before spud date, wodl:ov~. rc:-cnay, tcnpor.vy abandoruncnt CK pluc and aNndonment of arry weU or wells.. SuclJ 
written oodce to lhc: G.:neral Land Office shall include copies ofR.Ulroa.d Commission forms for applic:Woo to drill Copies of well tats.. completion reports 0111/J 
pluuinc n:pons shall be supplied to the General L=d Office at the time they arc filed wilb the Tex.u R.ililroad Commission. All applicarions, pc:nnits, reports or 
oth~ filinp that refc:n:nce this lease or my specific: well on the leased premises and that are submitted to the Te:x.as Railroad D>aunission or any other covcmmental 
agency shall include: the word •sta.tc• in the title.. Additionally, in ;accordance with R.lilroad Commission rules, any sicnage on the le;ueU prc:misel fCK the purpose of 
identifyin& wells, taoJc batteries or other associated improvements to the ~d must also include the word •sta~~:. • Lessee shall supply the General Lmd Office wilh 
any records, memor:lll<b. ilc:COUDIS, reportS., c::ua:ing:s md cores, or other information relative to the opera.tiou of the .above-described premises, which may be 
rcquelted by the General Land Offic:.e, in addition to those herein expressly provided fot". Lessee shall we 3D cJecttiC3l and/or radioactivity survey made OQ !he 
bore-hole seetion, from the base of the surfac: casing to the tot:U depth of well, of all wells drilled oa the ;above described premises and sball transmit ;a true copy of 
the log of C3ocb survey on c.ach well to the G=enl Land Office within fifta=J (IS} days xfta the aWcing of soaid survey. 

(q PENAL TIES. Lessee shall incur a penalty whenever reportS.. doc:umcn.ts or other mar:rials arc not filed in the General Land Office when 
due. The penalty for late filing shall be set by the Ge.'lCr.IJ Land Office a.dministr.lrive rule which is effective on the date wbc::l the materials were due in the Gcncr.U 
Land Office. 

II. DRY HOLEJCESSATION OF PRODt:CTION Dl.'"RlNG PRIMARYTEt.'-f.. If. during the primazy tam hereofmd prior to discovery and productioa 
of oil or gas on said land. ~ should drill a dry hole or holes thc:n:on. o r if during the primaty term hereof and after the dis=vcry and a.c:ua.J production of oil or 
gas from the leased premises suc:h production thereof should cease from any C3IISC, this I= shall110t laminate if on or befon: the expir.u.ion of sixty (60) days from 
date of completion of said dry hole or cessation of production I..cssee commences additioaa.l drilling or reworking opera.tions :hereon. or pays or tenders the next 
annual delay rental in the same nunner as provided in this lease. U: durin& the last y= oftbe primary term or within sixty (60) days prior thereto, a dry hole be 
completed and abandon~ or the production of oil or ps should cease for any c:~use, L::s='s rights shall n:m.ain in full for= and effect without further opcntions 
until the expiration of the primary tum; and if Lessee has not rcswned production in paying quantilics Jl the expir.u.ion of the ?rimaty terra, Lessee may maintlin tbU 
lease by conducting additional drilling or reworicing opentions pumJmt to P:uagraph IJ, using the expinlion ofthe primary tam as the date of~on of 
pro~'OJ¥ln under P3ngraph 13. Should the fim well or arry subsequent well drillcti on :he 3bove dcscn"bcd land be completed as a shut-in oil or gas wdl within the 
p"ap!Qr.t!rm herco~ U:.ssce may resume payment of the: annual rental in the same manner as provided herein on or beiorc the rental payin~ date following the 
=~~~lO of sixty (60) days from the date of completion of such shut-in oil or gas well :and upon the failure to make suc::.'t p~enc, this lc:tSe shall ipso facto 
t~lfat~ lf at the c:xpir.u.ion of the: primary tam or any time thereafter ;a shut-in oil or gas well is l~tc:d on the lc:tSed prcmis.es, payments may be made ia 
ac::co.rdanc:c with the shut-in provisions h=( 

• • •: • • 12. DRll.l.ING A.?o.IO R.EWOR.KlNG AT EXPrRATION OF PRL\tARY TE...\-l U: at tbe e:xpira.tion of the primary term, neither oil nor gas is being 
proc1ucea on said land. but Lessee is then engaged in drilling or reworking opentions th~oa, this le:LSC shall n:m2in in for= so long as oper.1dons on said well or for 
cW-!~f~g Z,r reworking of any additional well are prosec-Jtc:d in good faith Jnd in· woricmanlike manner without intc:mJpdons totaling more than sixty (60) days during 
art'y orf'c'"sucb operuion. and if they re3Uit in the production of oil and/or gas, so long thc:.'"C:lftcr as oil and/or gas is produc..-d in paying quantities from said land. or 
pal"\nent of shut· in oil or illS well royal tie:~ or compensatory royalties is m.3de :u provided in this l~e . 
•••• • 
• • • • • 13. CE.SSA TION. DRILLING, AND R.....l:WORl<ING. U: after the expiration oftbe primary term. production of oil or~ from tbe leased premises. 1ftcr 

~~ii i'!tained, should cease from any cause. this lease shall not tcmlizw.c iCU= commences additional drilling or rc:worldng Operltions within sixty (6~) days 
a!\er skh casation, and this least: sh2!1 remain in full force and effeet for so long lS such oper:uions continue in good faith and in worlcm.an.li.U m.annc:r WJthout 
in temaptions totaling mon: than sixty (60) days. If such drilling or n:worlcing oper.u.ions re3ult in the production of oil or gas, the lease shall remain in full fore: :111d 
effect for so long a.s oil or gas is produced from the leased prcmise.s in paying quantitiel or payment of' shut-in oil or gas well royalties or payment of compen.sa!Ory 
royal ties is made as provided herein or as provided by law. If the drilling or reworlcing opcntions result in the completion of a well :u a dry hole, the lease will not 
terminate if tbe L:ssee commence3 additional drilling or reworking operations within sixty (60) days after the completion of the· we!! as a dry hole:, and tbis !elSe 
shal I remain in effect so long as {.(ssee continues drilling or rc:worlcing oper.u.ions in good faith ltld in a worlcmanlike m=er without intc:mJptions totaling more 
than sixty (60) days. Lessee shall give wriaen noti~ to the General Llnd Office within thiny (30) days of any cessation of produc;tion. · 

14. SHUT-IN ROYAL TIES. For purposel of this pangrapl\., "well" mcms any well tbat has bc:n assigned a well number by the state agc:1cy ~avin_g 
jurisdiction over the production of oil and gas. IL a1 any time ~r the cxpir:uion of tbe primary te:m of a lease tbat. until being shut in, was being maintaancd :0 
force and effect, 1 well capable of producing oil or gas in paying quantities is loc:u.ed on the lc:LSCd premises, but oil or gas is no•t being produced for lade ofsuatable 
production facilitiel or laclc: of a suitable market. then ~see may pay as a shut-in oil or gas royalty JtlliTlounc equal to double the Jni\Ual rental provided in the: 
lease, but not less than .S I.200 a ye:~r for c:a.ch well capable o f producing oil or gill in paying qu:tnti tics. lfP~ ~~~~~~~~ ~ll'dc layrcncl 
;unount. then for the purposel of this par:~gnph the del ay rcnt.al amount shall be one dollar (Sl.OO) per acre. To 'b~ ' e!f?e'c.ave, e OF. ·• as/~J'~ 

• ATIEST: ---.!ii!::..!o:::t..IL...U!i:.~..!IO~:f4o..C.:i-:.;..:.2z..LL_ 

~A+,F?~'"' 
~ 1...4.ffJ!fb~w.U J!liErM 



must be paid on or before: (1) !he e:xpintioo of the primary ttnn, (2) 60 days after the Lessee eeases to produce oil or cas from the !cued premisa. or (J) 60 days 
after Lessee completes a drill in&~ rc:workin& opc:ntioa in~~ with the lease provisions; whicbcvu date is laust. Such payment shall be ma.dc ooc-half(l/2) 
to the Commissioner of the Gcneni Land Office and ooc·h.alf( l/2) to the owner oftbe soil. If the shot-in oil or gas royalty is paid, the lease shall be considered to be 
a producin& lease and the payment shall c::x1=d r.bc term of the lease fur a period of one year !rem the end of the primary tam. or from the tint day of the month . 
fo llowinc tbe month in wbich ptO<fuctioa ceased, 111d, after tb&t, if no suitable production !xilities or suitable .awlcc:t fur the oil or cas exists, Lc:s.sce 11\2)' extend the · 
lease for four more successive periods of one (I) year by payioc the woe amount c:&eh ~ oo or before the e:xpintioa of ex:h shut-in YQr. 

15. COMPENSATORY ROYALTIES. I( cfuria& the period the lease is Upt in dfcct by payment oftbe shut-in oil or ps royalty, oil or psis sold and . 
dc:livucd in payinc quantities from a wen )OQ!Cd witbia ooe thousand (1,000) feet oCtbc leased premises and completed in !be same produc:inc reservoir, or ia any ... 
case in whi~ dnia~ is oc:cuning. the ri&bl to conrinuc to maintain the lease by J'2Yinl the shut-in oil or ps royalty shall CC3.SC. but the lease sbail mnaia elrettive. · 
for the renwnder oftbc: year fur whic:b !be royalty has bec:n paid. The~ may rna.i.acaia tbc lease for !our more sue=ivc ye;1n by L= payinc co~ · 
royalty .aJ. the ~y~ty r.w: provided in the Je=: of tbc m.arlcc:t value of produaion from the wen ~in& the ~ or wb.icb is complc~ in the ~e producinc 
I"C3ervoll :~nd w1thin ooc thous.nd (1,000) fe:t of the leased pn:misc:s. 1bc compensa10ry royalty IS to be pa~d monthly, ooc·b.alf( l /2) to the Comnussioner of the 
General Land Office and o ne-IWf ( 112) to the owner of the soil. bqianinc on or before the last day of the montb followin.& tbc: month iD wbich the oil or ::u is 
produced from the wdJ caw inc the drai1:J:a&e or tb3l is compldl:d in the same produciD& rcgrvoir md JOQZCd within ooc thcll3md (1.000) !ect o!the leased~ 
If the compensazoty ro)'11ty paid in llf1Y 12-moalh period is in m amount less thaD lbc: annual shot- in oil or gas royalty, Lcs:sc:e sba.ll pay m amouat equal to the 
di!ference within lhitty (JO) days frota tbe end o(tbc U-moatb period. Compc:nsa10ty royalty pzyments wh.ic:b are oot timely paid will ae::ruc penalty md illte:= in 
accordance w itb P~b 9 o(tbis lase. Nooe o(thcse provisions wiD relieve Lasee o(thc obliptioa of=onable development nor the obliption to drill offset 
wells u provided in Tc:::as Nan.nl Rt=arces Code 52.173; however, 11 the dct.cnnin.uioa oftbe Commissioner, md witl:l tbc Commissionc:r's wriaen approvU, the 
paymen t of c:ompc:nsatery royalties em satisfy the obliptioa to drill olfs~t welk. . 

16. RETAINED ACREAGE. N o twithswlding 31rf provision of this lease to the coar:nry, :after a well p~g or capable of--producing oil or gas has 
been comple~ oa the leased premises, Lcs.sce shall exercise the cfilis:c:nee of a l'C350oably prudent operllXlr in drill in& suc.'t atMitional weU or wells as may be 
r=sonably ne=ary for the proper deTClopiDCit of the le:ued pre::nisc and in maritctin& the produ.c:tion thereon. 

(A ) VERTICAL. In the c-ve:~t this lease is in !ore::: and c!fcc:t two (2) yars after lhc exrir:Woa date of the primary or cxte:ldc:d tc:m it sJWJ then terminm: 
as to all of the lased premises, EXCEPT (1) .W aaa surroundinc e:lc:b oil well c:a.pable of producing in ~g quantities and 320 = surroundlnz cxb ps well 
c:.-1pable of producing in paying quantities (includin& 1 shut· in oil or 1as weU as provided in Pvagraph 14 ben:of). or a wcU upon whic:h Lcs:se: is then enpgcd in 
continuous dnlliag or reworicing open.tions, or (2) the number of3C'Cl included in a producing pooled unit pursuant to Tens Natur.J.I Resources Code 52.151-
52.153. or (J) sue:!'! gre:ua or lesser number of x:es as m.ay then be alloe3ted for production purposes to a pror.u:ion unit for ClC.'t such producing weU under the rules 
and regula.tions of the Railroad Commission ofT=u, or 31I'f suc=or 1gency, or other govmunenLlllUihority having jurisdiction. lfa.t any time aft.u the effective 
date of lhc partial termination provisions be=:lt; the applic:lble fi eld rules are c.'unged or the ~eU or wells !~ thereon 3TC n:classified so thaJ. less ~c:reage is 
the r=ftcr alloc:;Ue d to said well or wells for produ.c::ion purpo~ this lc:J.Se shall the n:upon tcrm.in3tc: as ID all a.c:-e:1ge not the:=ftcr alloc:3.tcd to said well or wells for 
production purposc.s. Nocwithst:lnding the tcnnina:tion of this !c:JSc: as to 1 portion of the lands covered hereby. Lc:ssc: shall ~ertbelcss continue to have the riglu of 
ingress to and ep-ess from tbe lands still subjea to this lose for all purposes dcsaibed ia ~h I h=t: together witb easements and rights-of-way fo r existing 
roads. existing pipelines md other existing fa.c:i litic:s on. over and a.c::I)SS all the lands described in Par:lgr3ph 1 hereof r the reClined lm ds"), for :u:ccss to and from the 
reuined lands and for the gathering or tr.lnSporution of o il, gas lad other minezals produc:d from the ret:lined lands .. 

(B) HORlZOI'IT AL. In the cve.,t this lose is in force m d e!fcc:t two (2) ye:us a:fter the ::xpir.uion date of the prim.:uy or extended tcnn it shall further 
te:-minate u to all depths below 100 feet below the total ckpth drilled (bereina&r "deeper depths") ia e=h well loe:w:d oa ~e n:ta.ined ia P:=gr.~ph 16 (A) 
al::ove, unless on or before two (2) yean after tbc: prim.aty or c:xtc:ldc:d term Lessee pays an 3JllOunt : qual to one·balf (112) of the bonus originally paid lS 

consickr:uion fo r this le:zse (as specified o n page 1 hereof). lf suc.'l ll!lount is paid. this le= shall be in force and effea as to suc:h dee peT depths. and said 
tennin:uion shall be delayed for an additional period of two (2) yc:us :10d so long there:Utc:r as o il or g.a.s u produc:d in paying quantities from such deeper depths 
cov ered by this le=. • • • • • • 

••• 
(C) IDENTIFlC A TION AND FILlNG. The surfac: =ge retained hereunder as to eacll weU shall, as nc:uly as pr=tic:ll, be in the form of a s~~th 

the well loc:31c:d in the: center then:ot: or such other s.'tape 3.S r=y be approved by me Commissioner of the Gcncra.l Land Office. Within thirty (JO) days aft;r ~aAa1 
termination o f this !c3.Sc as provide d here!n. L= shall execute Jnd record a release or releases concining a satisfac:.ory le g:JJ desc:riptioa oflh.c: 3C:Cge :mdlor. 
de;Jths not reu ine d hereunder. The m:.orde d re!usc. or a certified copy of same. sh:l.ll be fil ed in the: Gcner.U Land Office. =mpanied by the fili ng fee pn:s~W 
by the General L:and Offic:e n.ales in effect o n the C:u.e the rele:tSe is filed. If Lessee fails or refUses to cxccute and record sucl! reluse or releases wilhin ain~ 192~ • 
days ~er being n:quc.:~ted to do so by the General Land Office. then the CommissionCT :u bis sole di.sc::-etion may dcsigna.tc by writit:n instrument the aang; an~o! 
de;Jths to be released hereunder and = rd such instrument 3t ~·s cxperuc in the county or counties wbc:re the lease u lo= d and in the: official reco~f~c. • 
Gcne r.ll Lmd Office and suc:.'l designation shall be ~inding upon Lessee for 311 purposes. • 

17. OFFSET WELLS. Ne ither the bonus. delay rent.:Jls., nor royalties paid, or to be paid, undu this luse shall relieve L= of his obli~tion to ~tUt· • 
the oil and gJS unde r the 3bove-dcsc::ibed land &om "being dr:lincd. Le:s.sc:e, sublc:ssce. rec:ivu or other agent in control o f the lc:!Sc:d premises s!Wl drill as~ • • 
wells lS the fac:s may justify 3tld s!Wi use 3ppropria.te me:IIIS md drill to a depth ne=s:uy to prcvc:1t undue drainage of o il 3tld gas from the lc3Sc:d pmniscs.:\P. ••• 
add ition. if oil and/or gas shou ld be produced in comme~ial quantiti= withio 1,000 feet of the fCJ.Scd premises, or in any~ w here the le:ued premises is being • 
dr.l.ined by production o f o il or gas. the L=ee. sublesse:. rec::: ivc:r or olhc:r agent in contTOI o f the losed premises shall in good faith be g in the drillin& of a well or. 
wel ls upon the l e:~.sed pre:nises within 100 days lfter the dr:lining well or wells or the well or we lls completed within 1,000 fea of the leJSed premises St:1tt produc1l1& 
in comme~ial quantities :1nd shall prosecute: such drilling with dilige:tc: . Failure to s:~tisfy the st:uutory offset obligation m:ry subj ect this lc:3.Sc: 311d the owner of the: 
soil 's Jgenc:y rights to forfeiture. Only upon the: de~c::mina.tion of the Commissioner o f the Gcnenl Land Offic:.: and with his wrirtcn approval may the: paymm t of 
compensatory roy alty under applic:lble s t:wJtory paramc~ satis fy the oblig:uion to drill lll offset well o r wells requ ired under this pangraph. 

18. FO RCE 1'1-WEURE. If. after a good faith ~!fort. Lessee is prevented from comply ing with any exp ress or implied cove:-~ant of this lc::l.SC, from 
I d · b f bell. · ...... a.. 31:!.1 of C-od. or conduc:ing drill ing oper:ll.ions o n the I used pre:nises, or from produC::ng oil or gJS &ora the case pre:mses y re:l.Son o war, rc 10 11. n ots, >" .,.,es, • 

311Y v:!.lid orde r. n.ale or regYI:Ition of g;ovemmcnt authority, then while so pr:vented, ~c:e's obligation to comply with such cove nant sh311 be suspended a.nd Lcssc. 
sh;lll not be liable fo r d3lllages for failure to comply with such cove:t3tlts; additionally, this lease shall be extended while ~sec is prevented. by any sucll c:lllle, 
from conducting drilling :1nd reworicing operatio ns or from producing oil or gas from the I c ued premises. However, nothing in this paragnph shall suspc~d the .

1 • • • .~ . 1.. f h -'-'II. .J.. . • roduc!IOO of Ol payment of dcl:1y renuls in order to mainuin this I elSe in cffe; t ~unng the pnm:uy t.erm 111 u•e ...,sc:tce o sue '"" mg or rcwo . .. mg ope r.wons or P 
or g l.S. 



19. WARRANTY CLAUSE. The owner of the soil W31T31lts and a.grec:.s to defend title to the leased p~ If the owner of the soil defaults in 
payments owed on the leased prcniscs. then Les.see m.ay n:d~m the ri&)\ts of the: owner of the soil in the lc-zscd prani.sa by payin& any monpge.. tzxe:s or other r 
on the leased premise.s. If Lessee rrWc:e:s payments on behalf of the owner of the soil under this p~h. Lc:.s.sce 1n3Y recover the cost of these payments &ocn lbte ~ 
reoCLI and royalties due the owner ofth.e soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil awns less tbm !he c:n.tire undivid~ surlXe CSWJ: iD tbe ~ve 
~caibed I~ w~er ~ ~ol Lessee's interest is speciti~ ~en:in. then the royalties and rcn~ ben: in proYided_ to be ~d to the o~ of the soil ~I be paid 10 him 
111 the proporuon wlueb his mtuest bean to the: enure undivtded surface e:sta1e md the royalues md rcnCLI herein pnmded to be pa~d to the Comnussicner oftbc 
General Land Office ofth.c: Sta.tc of~exas ~I be likewise p':'portionately ~duced. HoWC:V~· before Lessee adjusts the royalty or. rental dw: to the Col11rllissiona of 
the General Land Office, Lessee or his autbor=d rcp=t:IUYe must sub~n~t to the CommwloDCT of the Geaenl Lmd Otfie:: a wna:en lU:tcmcnt whic:h explains the 
disc:n:pancy between the interest purportedly leased under this lease and the acrua1 iau::rcst owned by !he owna of tbe soil The Commissioner of the Cienc:raJ Und 
Offie:: shall be paid the value of the whole produc:tioa allocable to my undivided interest not covered by a lease. less the proportionate developi!ICIU and productioD 
cost allocable to such undivided inteTcst.. However, in no ~t sball the Commissioner of tbc C-.cncnl Und Office rce:ive as a royalty on the gross production 
alloc:able 10 the undivided interest ootl=sed an amount less th.m the value of onc-sixt=nth (l/16) of su<:h p-oss. productioa.. 

(B) REDUCTION OF PAYMENTS.. I!, during !be primary t=n. a portion of the land covered by this lease is included within the boun~es 
of a pooled unit tiW has been approved by tbe Sebool Lmd Board and the: ownero(lt\e soil in a.ccortbnc:ewit.h Na.aua.l Resources Code Sections S2.151-S2..JS4, or 
it: u any time after the expir.ltion of the primary tenn or the c:xtel1ded tenn, this IC3SC coven a lcssa number of aaes thm the total amoWI1 dcsaibed ~in. 
payments that are made on a per ac-e b2sis her=der shall be reduced ae=rdin& 10 the awnbcr of= pooled, ref~ sum::Jdered. or oc.be-rwisc ~ so that 
payme:ats detc:mined oa a per :ao= b-asis under the te:ms of this lease darinc the primuy tctm shall !>c eaJ~d based upon the number of<~aCS ouuidc the. 
boundaries o f a pooled unit. or, if a1\u the c:xpin.tion of the primary tc.rm. the aumbcr of K:"CS =.ally rc~ed and covered by this lease. 

21 . USE OF WATER.. Lcsse.e shall have the ri&ht to use water produced on said land ~ for opc:.'2Iioa.s under this IC3Sc -=xeept wuer from wdJ.s or 
tanks of the owner of !he soil; provided, bowever, Lessee shall oot use potable wua or wua suitable for livcstoc:lc or irricuioa purposes for wuerflood open.tions 
without the prior consent of the awncr of the soiL 

22. AlJTHOR!ZED DAMAGES. Lessee sball pay the owner of the soil for damages cwsed by its opcnrions 10 311 pcrso11al property, improvement!, 
livestoclc and crops on said land. 

2J. PIPELINE DEPTii. When requested by the owner of the roil,~ shall buty its pipelines below plow dc;Hh .. 

24. WELL LOCATION UMIT. No well shall be drilled n=r th:m two hundred (200) f=t to any house or bam now on s:aid ;rremiscs without the 
written consent of the owner of the soil 

25. POLLUTION. In developing this are:1, L=ec shall use the hi &}lest degree of cu-: a:nd all proper safeg-J.att!s to pn:vent ?OIIution. Without limiting the 
foregoing, pollution of coasul wetlands, natural waterways. riv= and impounded water shall be ~ented by the use of containment fa.c::litics suffic::ent 10 prevent 
spillage, seepage or ~und wat"r contamin.a.tion. In the =vent of pollution, Leslee shall usc all me= at its disposal to ree3ptur.: all c:.sc:apcd hydroc::ubons or other 
polluunt and shall be respon.siole for aJI d~e to public: md pri'ntc properties. L=ee shall build and maintain fc:ne::s ifOWld its slush, sump, and dr.linagc pits 
and tank batteries so as to protcc:t livcstac:lc: J.gJ.inst lou, damage o r injury; and upon completion or abandonment of any well or wells, Les.se: shall fill and level Jll 
slush pits md cellars and completely c:le311 up the drilling site of all rubbisb the..-con. Lessee shall while c:oaducting opcr:u.ions on the !=sed premises, keep said 
prc:misc:s free of all rubbish, c:::ms, boiilc.s, papcT c:ups or prtage.. and upon completion of opcr:u.ion.s shall n:::store the surW:: of the land to :u near its original 
condition and contours as is pr.letic:lble.. Tanks and equipment will be kept painted and presenu.blc. 

26. REMOVAL OF EQUIPME'IT. Subjea to limitations in this p~h. Lessee shall have the right 10 remove machinery and fixtures placed by 
Lessee on the le:ucd premises, including the ri&}ltto draw and remove c:asing. within one hundred twenty (120) days after the expiration or the terrnin:uioa of this 
lc~~wtles.s the owner of the soil grants L=ee an extension oft.b.i.s 120-day period. However. L=c: may not remove casing from any weU C:lpable of producing oil 
and c:S.:. paying quantities. Additionally, L=: nuy not dr.lw and remove c:asing until after thirty (30) days written notic:: 10 the Co mmissioner of the Gencnl 
Ll.ne~c:: and 10 the owner of the soil. ne owner of the soil shall become the owner of any mac...iinery, fi.xture.s. or casing whie..i are :Jot timely n:moved by L= 
una.:-.t!e D:rms of this p~h. 

• 
• •• • 27. (A) ASSIGNMENTS. Under the conditions conuined in this p~h md P~h 29 of this 1=. the rights. ;111d estaLes of either patty to this 

le:fs;~be assigned, ia whole or in pan, and the provisions of this le:uc shall extend to and be binding upon thetr heirs, devisees, leg:l! rej:)rcsenu.tivc.s, suc=ors 
an~\Ui~ However, a change or division in ownership o f the land, n::1uls, or royalties wiU oot ::llarge the obliglrions ofL:s.s=, diminish the ri&hts. privileges 
~ ~ of Lessee, impair th.c: effectiveness of any payment made by L=ee or impair the ctrec::iveness of illlY act ;::crforrned by Lesse:. AJld no e..iange or 
division in ownership of the land, rentals. or royalties shall bind Lessee fo r any purpose uotil thirty (30) days after the owner o f the soil (or !"lis heirs, devisees, leg31 
repr:senutive:s or assigns) furnishes the Le:ssee with sa.tisf:I.C'.ory wriru:n =videnc:: of the change ia ownership, including the original n:corded muniments of title (or a 
c:~i~3copy ofsu<:h original) when tbe ownership c!lang:d because o f a conveyance. A total or partial assignment of this Je:uc shall, to the extent of the interest 
ass,gne~. relieve and dise..~e L=ee of all subsequent obligations unda this lease. If this le3Se is J:S.Signed in its entirety u to only patt oftbe iloCl"C:lgC, the right and 
011•i.>•~ pay rentals shall be apportioned as between the several owners ra.Ubly, according 10 the ar= of ach, and failure by one or more of them 10 pay his share of 
th~ n:nta'! shall not affeet this le3Se on the patt of the land upon which pro raU rentals arc timely p:aid o r t.endered; however, if the assignor or 3Ssignee doc:.s not fi le a 
c::r-J tied copy of suc!l assignment in the Gene:-al Llnd Offic:: befo re the next rental paying date. tl"le olin: lease shall tmninate for failure to pay the entire rencl due 
under Pangnph J . Every assignee shall suc::.::ed to all ri&hts and be subject to all obligiltioru, liabilities, and penalties owed to the S t.lte by the original lessee or UIY 
prio r :u.signc: of the le3Sc, inc:luding JllY liabilities to the St.ltc for unp:aid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstlnding lilY provision in PJr.LgTJph 27(a), if the owner of !.he soiiJ.C:quin:s this lc:ue in whole or in part by 
ass ipment without the prior written approvaJ of the Commis.s ionc::- of the Gener.U Land Offic::. this IC3Se il void as of the time of assig:unent and the agency power 
of the owner may be forfeited by the Commissioner. An assignme:1t w ill be tre3t:d as if it we~ roade to the owner of the soil if the :wignc: is: 

(I) :a nomine: 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 ill1 employe: o f such a corporation or subsidi3t)': 
(3) a partnership in which the owner of the soil is a partner or is lll employe: of such a partnership; 
(4) a principal stcc:kholder o r employe: of the corpor:u.ion which is !.he owner of the soil: 
(5) a partner or employee in a partnership which is the owner of the soil; 

A CERTlFIED COPY 
IF IT BEARS THE SEAL OF: THE 31::' CLEIJIS 
ATTEST: I 0 - - q'(' 

@~~ID_~ 



(6) a fiduciary roc the owner of the soil; including but DOt limited to a JU.al'd"W1. tnJ:stee. c:xec:uzor, admini.stn.tcr, rc«ivcr, or COnseTValOr (or the 
owner of the soil; or 
(i) a family mcm.bc:r of the owner of the soil or rela&ecl to the owner of the soil by marriage, blood, or adoption. . 

23. RELEASES. Under the conditions contained in this puagraph md l':lr:tgrapb 29, I..::==~ at my time =.ne :md deliver to the ownCT of the soil · 
and plac:e of record a release or releases covering any portion or portions of the leased premises, and thereby sun-mdc:r tbis I= as to such portion or portions, and be 
relieved of all subsequent obligations as to acreage =dcred. If any part oft.bis lease is properly surrcldc:m:l. the delay n:nW due onder this lease shall be redac::d 
by the proportion that the surrendered acreage be3rs to the acreage which was covered by this lease immedia.tl:ly prior to SYcb sum:ndcr; however, such relcak 'Nill 
DOt relieve Lcssc: of any liabilities whiQ may have ac:aued unda tbis lezse prior to !be SUITCndc:r of such acreage. 

29. FILING OF ASSIGNMENTS AND R.EI...EA.SES. If all or my part of this lc:asc is 3S1icncd oc released. sacll anipmcnt oc release must be reeafdcd ill 
the county whac the land is situau:d. md the recot"ded insttumc.nl, oc a copy o(tbe reccrded in:stnlme:1t ecni.fied by the Ccunry Oak of the county in which the 
insuumeat is =rdcd, must be filed in the General Lmd Office within 90 days of !be last c:xecutioa daD: xa>mpanicd by the pr=:ribed filing fcc.. If any suc:ll 
as.sisamcat is not so filed. the rights acquired under this lease shall be subject to fcrfeilliR at the option of the Commissioner of the Gcncnl I..and Office.. 

30. DtSCLOSURE CUUSE. All provisions pertaining to the lease of !be above~l>c-d land bave bc:n included in this inst::um.cnt. including tile 
statement of the ~e comidcra.tioa to be paid for the cxcc:utioo of this lease md the ri&)u:s md dvtic:s of !be parties. Azly collatcnl qre:mc:nts conc:enllng the 
de-velopment of oil md :as from the le:~:Sed premises whlc:h"" oot contained in this lease render this !c::lse invalid. 

31. FIDUCIARY Dt.JlY. Tbc owner of the soil owes the State a fiduc:dry duty llld must 1\illy di.selose my aas Ufccting the Slate's interest in the leased 
premises. Whe:1 the int.crcsts of the owner of the soil conflict with those of !be Swc, the owner oflhc soil is obligated to put the Slate's interests before his pctsoaa~ 
interests. 

32. FORFEITURE. Ifl.=c shall fail or refuse to make the paymc:ut of IllY= within thirty days after it becomes doc, or if~ or 311 authoriz:d 
agent should knowingly cuke any false rerum or false report concerning production ot drilling. oc i!Lc:ssee shall fail or refuse to drill any offset well or wells in load 
faith~ required by law <~nd the rule$. and regulations adopted by the Commissioner of the C-encnl L.aad Offic:e, ot i!Lcs.sc: should fail to file reports in the manner 
required by law or fail to comply with rules and rer.Ua.tions promulga1d by the General Land Offi~ the School I..and Board, or the RAilroad Commission. or if 
L=ee should refuse the proper authority ac:= to the records pc:rtai.ning to opcra.tioa.s. ot if Lessee or an authorized agent should knowingly fail or refu.s<: eo give 
c:om:c:t information 10 the proper :wthority, or lcnowin~y fail or refuse 10 iUrnish the General I..and Offic: a correa log of any ·~11. or ifl.=ce shalllcnowingly 
viol au: any of the: mau:rial provisions of this lease., or if this le3Sc: is assigned and the assignment is DOt filed in the: General L.lnd Office: 3:5 required by law, tbe rigl11s 
a~uired Wider this lc::J.Se shall be subject to furfc:icurc by tbc: Coauni.s.sionc:r, and he: shall forfeit sa~r.c: when sufficicdy informed of the facts whic:!l authorize a 
forfe iture. and when forfeited the at"C3 shall again be subject to IC3Se under the tc:rms of the Relinquishment Act. However, nothing herein sh:IJI be construed as 
waiving the lUtornatic t=nination of :his lease by operation oflaw or by= of any special lim.ita!:ion arising hereunder. Forfeitures may be set aside md this 
le:a.se and all rights thereunder reinst.3.1Cd before the: :ights of another inte:Ycne upon s:uisflctory evidence: to the Commis.sionc:- of :he: C-cnenl Land Offic: of future 
c:omplianc:e with the provisions of the law and of this le3Se md the rule$ and regulations that may be adopted relative bc.-eco. 

33. UEN. In :u:cord:utc: witb Texas Natur:JJ Rcsow=s Code 52.136, the Sc:uc shall b..ave a first lien upon all oilmd gas producc:d from the area cover-ed 
by this IC3Se to sccllre payment of JJI unpaid royalty and odlcr sums of money that may become due under :his lease. By acc:;ltanc.e of this lese. Lessee grants the 
Sute, in addition co the lic..'l provided by Texas Natur:JJ Resow-= Code 52.136 and any othc:r applic:olble starutory lien, an expr= contr.lC:Uallien on and security 
intc:.-est in aliiC:!Sc:d minerals in and c::xtr.lc-..cd from the le3Scd premises, all proceeds which may accrue to L..es.see from the: sale of suc.'liC:!Sed minerals, whether such 
proceeds are he!d by Lessee or by a third party, and all fixtures on and improvc:mc:nts 10 the leased premises used ill connection with the: production or pro=ing of 
such leased minuals in order to secure the ;>aymC:lt of 311 roy:!Jtic:s or other amounts due or 10 become due under this lease and co sec-.Jre payment of any damag:1 or 
loss thai Lessor may suffer by reason of Lessee's b='l of ili1Y covenant or condition of this 1=, whether cxpn:.ss 01" implied. This lien and security intcn::st may be 
fore:losed with or without court proc.·.ecfmgs in the manner provided in the: Tille I, Chapter 9 of the Texas Business and Cornmer.::e Code. Lessee agrees that the 
Commissioner may require Lessee to cxceuo: and z=ord such instruments as may be re:lSOnably aec::ssary to acbowledgc, art3C!l or perfect this lien. ~~Qe~y 
represents that thc.-e arc no prior or superior liens arising from and relating to Lessee's activities upon the above~c:ribed property or from Lessee's xquisiti~Q tl' • 
this ~ease. Should the: CommissionCT at my time determine that this reprcsc:tll.arion is not ~c. thc::t the Commissioner may dcclan: this lease forfeited as provi~ei. 
hcretn. • • • • •• 

34. POOLING. Lessee is hereby granted the right 10 pool or unitize the royalty interest of the owner of the soil under this le ase with my other lcaseh~l~ 
or m ineral inter::st for the cxplor:u.ion. development and production of oil or gas or either of them upon the same te:ms as shall ~ approved by the School Uti~: • 
Board and the: Commissioncr of the Gener3l Land Office for the pooling or unitizing of the interest of the State under this lease ~t to Texas Narural R&url:! 
Code 52.15 1-52.153. The: ownCT of the soil agrees tha.t the inclusion of this provision in this I= sa.ti.sfics the ex=.Jtion requir=ents stated in Texas N~ • •• • 
Resources Code: 52.1 52. • • • 

• 
35. INDEMNITY. Lessee hac by release$ and discharges the State ofTe:us afd the owner of the soil. their offic:.--s.. cmployces, partners, agents. • • • • • • 

c:ontr.lctors., subcontractors, guests, iovitt::s, and their respective successors and assigns. of :1nd from all and any actions and e:wsc:s of action of every nature. or~ 
harm, including ::nvironmenul harm. for whicll =vCTY of d:unages is sought, including. but oot limited eo. all losses :1nd cxpc= whic:!l arc c;;wscd b~ the : • • • • • 
advitics of Lessee, its officers, employees, and agents wing out ot: incidcnt3.1 10, or resulting from. the opcra..tions of or for L=ee on the lc:J.Sc:d prcrniSC.S. • . • 
he:-.::Wldc:r, or that may arise out of or be ocC3Sioned by Lessee's bre3C.'l of any of the tamS or provisions of this Agreement, or by ltl)' other negligent o r stnaly ha.b!e 
act or omission of lessee. Further, Lessee hereby agrees to be liable for. exonerate, indemnify, defc:~d and hold harmless the Stat.: ofTcxas and the owner of the SOil. 

their offic:rs, employccs and 3gcnts, their successors or assigns, aglinst any and all claims. liabilitic:s, losses, d:unagcs, actions, pe:;onal injury (including death), 
costs and expenses. or otller harm for whic~ recovery o f damages is sought, under lllY theory including tort. con~ or strict liability, including attorneys' fe::s illld 
other legal expenses, including those related to e:w ironmental haz:~rds , on the leased premises or in my w;ry related to ~ee's fai lllre to comply with any and all 
environmental laws; those Jris ing from o r in lllY way related to Lessee ' s oper.uions or any other ofL:ssce's :I.Ctivities on the leased premises; those arising fi?m 
U:sse:' s use of the surface of the leased premises; and those th:u may Jrise out of or be occ:l.Sioned by L:ssc:'s brcac:.'l of any of the temu or provis ions o~ thiS . 

A greement or any other act or omisSion of ~ec. its directors, officers, employees, parmers. agents, c:ontr.lC'".ors., subcontr.~e:crs, gueSts, invitees, md thetr respec:".Jve 
succ:sso~ and J.Ssigns. Elch ass ignee of th is Agreement, or an in terest therein. agrees 10 be liable: fer, exonerat.e, indemnify, de fend Jlld hold harmtc:s the Slate of 
TexJ.S 3/ld the owner of the soil, their offic:rs, employees. and agents io the s:une manner provided ab<lve in coMection with the advities ofwsee, Its offi~~ 
employea, 311d Jgents J.S described above. EXCEPT AS OTIIERWISE EXPRESSLY LIMITED HEREIN, ALL OF l1IE ~"'DE:O.L''UTY OBLIGA TIO• 
A.'IDIOR LIABILITIES ASSt.:MED t i(';DER THE TER.\15 OF THIS AGREEME.'fl" SHALL BE WITHOtrr LIMITS A.'o"D WITHOtrr REGARD TO TY 
THE CA USE OR CAL"SES THEREOF (EXCLL"DrNG PRE-EXISTING CONDmONS), ~CT LIABILITY, OR THE N:EGLIGE."'iCE OF A.'IY ? AR 
OR PARTIES (INCLUDING THE :-.'EGLIGE:-;CE OF THE L'IDDfNIF1ED PARTY), WHETiiER SUCH :-iEGLIGE:-.'CE BE SOLE, JOL""T, 

CONCUR.RDT, ACTIVE, OR PASSIVE. 



36. ENVIRONMENTAL HAZARDS. Lessee shall usc the highc.st de~ oC care aruf all =oa.able safep.uds to prevent conwnination or poll~n ~ · . 
~Y environmcnta.l medium. includina soil. surfx.e wue.rs, uounc!wuer: sedimcncs, and .suth= Ot' subsurface .strzt3. ambient :air or my~ c:zrvirc~ IZICiii~ . 
an. on, or under, the l~d premisc:s., by my waste., polluunt. or c:cntammanL Lessee shall oct brin& or pcmit to remain on the leased pn:nuse:s my asbc:stos 
a:lntaininc nwaials, crplosivcs, toxic m..ucia!s, or subswlc:::s rcl\1laud as haurdous ~ baz:u-dous ln2tc:rial.s, buardous substmca (as the: tcm ~ 
Sllbsance~ is cktinc:d in the CAmprchcnsjvc Environmental Rdpo!UC, Com~on md Liability A.c:t (CERCLA). 42 U.S. C. Set:tioas 9601, ct seq.). or toxic: 
subswt~ under any f'edc:ral. st3te, or loQJ bw or rqulatioa ("H.=Irdcus M.ueriaLs"). c:xc:q>t ordin3ry produc:t:s commoaly us.et1 iD C011Z1CCtioa witb oil and ps 
cxplon.t~oo md development opcrmoru 31!dst.on:d in the usu2l mmn.cr md qiWlrities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBmoN 
SHALL CONSTriVn': A MATERIAL BREACH AND DEFAULT HEREUND£R.A.~o"D I.E.SSEE SHALL INDEMNIFY, HOLD HAR.\ll.ESS A.'m 
DEffi"lD TilE STATE OF n::us A..'m THE OWNER OF THE SOU. FROM AND AGAINST A.'fY ~fS. DA.'\iAGES, JUDGME:Nrs. P~ALTJl:s. 
LIABILITIES. A.~ COSTS (INCLUDING REASONABLE A TTOR."il:YS' n:ES A."m COURT COSTS) CAUSED BY OR AlUSING OliT OF (I) A 
VlOU TION OF THE FOREGOING PROIDBmON OR (II) THE PR.ES&'ICE, 1lELL\SE, OR DLSPQSAL OF A.'N HAZARDOUS MATI:lU.ALs ON 
UNDER. OR ABOUT TilE LEA.SED PRL'\fl.SES DURING l.ESSEE'S OCCUP A. 'leY OR CONTROL OF THE LEASED PIU:.~ES. LESsEE SHALL~ 
CLEAN UP, R.E~OVE. RE..\fEDY .A."'"D REPAIR A.'N SOIL OR GROUND WATER CONI"A.\ONATION .A.'lD D.A.'ffAGE C.-\ USED BY THE 
I'RESE.'lCE OR JU:l.l:.ASE OF AlVY IUZARDOUS MATDUALS IN, ON, UNDER. OR ABOUT THE LEASED PRDDSES DUR.INC LESsEE'S 
OCCUPANCY OF TRE LEA.SED PRDflSES IN CONFOR.'!ANO: WITH TilE REQtmu: .. ~ OF APPUCABLE U W. THIS 
INDE.\fNl.FICA TION A."'D ASSUMPTION SHALL APPLY, Btrr IS NOT LIMITED TO, UABILITY FOR RES?QNSE ACTIONS UNDE&T ~ 
I'URSUANT TO CERCU OR ANY O'T'BER ENVIRONMENTAL U. W OR REGULATION. LESSEE SHALL !M.'ID>IAT'EL Y GIVE TirE sr An: OF 
TI:'CAS A."'D TilE OWNER OF "l'Hl: SOIL~ NOTICE OF Al.'fY BREACH OR SUSPECTED BREACH OF TinS PARAGRAPH. UPON 
LEAR.~INC OF THE PRESL'lCE OF ANY HAZARDOUS MATERLU.S. OR UPON RECEIVING A NOTICE FROM A.'lY GOVER.~"TAL · 
AGENCY PERTAINING TO HAZARDOUS MA TE.RLU.S WHICH MAY AFFECT THE l.L\.SED PRE..\DSES. THE OBUCA TIONS OF LESSEE 
H.E.REUNDER SHALL St.i"RVIVE THE EXPIRATION OR E..UU.IE.R TER.'rDNA TION. FOR ANY REASON, OF THIS AGRr..E.'riE'IT. 

37. APPUCABLE LAW. This lczc is issued under the provisions of'Tc:as Nuunl Rcow= Code 52.17 1 throu&h 52.190. commonly kno""t' u the 
R..:linquishment Aa, md otb.er applicable =te:s aDd amendments tbc:rcul, and if any provision iD this I= docs DO( coaform lXl lhc:se s=tcs, the starutz:s '*ill 
prevail over my 110nc:onformina le:ue ~as. 

33. EXECl.mON. This oil Jnd gas lase must be signed :znd xk:lowledged by the L= befo re :tis tiled of=rd in the county records and in the 
C-.:ncraJ Ulld Office oflhe $ Ute of T =as. One: the tiline requirementS found in P~h. 39 of this le:~Se !lave be= u.tisfied, the e!fective ~of this lease shall 
be lhe date found on Pa&c: 1. · · 

39. !..EASE Fll.lNG. Pursuant to Cuptct 9 oflhe Tcc:u Business md Comm= Code. this le3Se must be filed of record in the offic: of the County 
Clerk in any county in wbic.!l 3!1 or 311Y ?art of the le:ued premises is l=d. and ce:tified copies thereof !IIust be filed in !.he Gene:-3! Land Office. This le:~SC is not 
e!fecrive until a certified copy of this le:ue (whicll is made and c:.-,ified by the County Cle.ric from h.is records) is filed in the Gencr.U L:lnd Offic: in a.c:::.Jrdanc: with 
Tu:u Narur:ll R.esourc::es Code 52..18.3. Additionally, this lc.-ue shall not be binding upon the Suu: unless it recit=s the ac:ual 311d true consider:uion paid or ~romisd 
for execution of Ill is le:ue. The boa us due the S uu: and the pn:sc=ibed filing fe: shall accomp;uiY suc.'t certified c::opy to the Gener:ll Ulld Offic:. 

us(/fJfzlfr~ 
BY:. ________ ~C~l~a~y~~,T~a~hun~s~a~n~--------

TITL2·--------~~-rr'------------
OA TE:.___t:;_A~c:?LI--'-~...t..:.ijJ::___ _ __ __ 

STATE OF TEXAS 

BY:--------------------~~---------
Individually and 
Tax ID # 
0~=--------------------~-------------

• 
~1lE OFTEXAS 

• • 
a~· 

STATE OF TEXAS 

·---~--~~-ual_l_y_an __ d_:u--~-~-.n-t_fu_r_th __ e_S_a_te--o-fT--~-----------
• . BY:-:-:--::---;------:--;--:----::-:::--------­

lndividually and :u ~ent fo r the S t:~u: ofTex:u 

Date: __________________________________ _ 
0~=---------------------------------



STATE OF ___________________ ___ 
(CORPORATION ACKNO~ 

COUNTY OF ____________________ _ 

BEFORE ME, the undcnip!ed alnbctity, on this day ~y 3ppc3ll:d, ________________________________________ _ 

known to me 10 be tbc penon wbcu nmnc is subs= "bed 10 the fo~&Oin& ~ &S•---------------------•0( . .. :· 

Given tmdu my lwld md seal of ot!ice !his thc. _____ cby ol __________ --J. 19 ____ • 

Noa:ry Public: in md tor __________ _ 

STATE OF ____________________ _ 
(CORPORATION Aao+OWl.EDGMENT) 

COUNTY OF ____________________ __ 

BEFORE ME, the undcnipled autboriry, on tbi.s cby pcnonally ap~·-----------------------------_;_ __________ _ 
known lD me to be the penon whose a.amc is subscn"bcd 10 the fon:&Oill& insu'uzncnr, as. ____________________ __:of 

;::-::-=-------:----:-~-:---:--:-----:-:---:-----:--"""7""--:----:-----:-:--:--:--:-:-md ~!edged to me that he a.e=d Lbc .same 
for the purposes and considcrarion dlcr.:in cxpn::sscl. in the c:apac:ity s=d. and as tbc aa and dc::1:l ofsa.id c:orpor.Woa. 

Given unda my hand md suJ of office this thc. _____ day o( ___________ ..., 19 ___ . 

S7ATEOF E ,(a.s 
COtJNTY OF 07 I 'ut/ CLJ1. d 

NoW)' P..1blic: in and wr __________ _ 

Before: me:. the undenigned :~ud1oricy, on thls day personally :zppc::r.:d. ___ .~:~Wu?~y-'n.u::<=>~""1~o.LJou..~.r...~<=>::...._~a.__w.!!...l.._· ~d~.::Oo!.1.!!v..!>e._r=--------

known to me: to be the pe..-sons whose: names arc Nbsc::ibcd to the: fore;oing instrument. and ac:lc:lowledf=d to me: :hal they a:c-.uc:d the: s:une for the purposes and 
c:onsidc.-ation then:in e:ql=d. 

·;;:;:;.~.::.::.:;;:.:::,:PA~T:;;;::RJ~CI;..:;:;A ~L~BA:,:.::N~E~L...:'(d+-')~£¢~_<rt ''fitf::ta dl":ii!:< 19
f q! 

NOTARY PUBLIC 

••• • • • •• .. 
•••• • • • • •• 

Before me:, the undersigned audloricy. on this day personally appc:1red 

Not.:~ry ?ublic: in ltld fo r ______ _:. ___ _ 
• ..... 

• • • • •• 
. ·• .. 

(INDIVIDUAL AC1C'-10wt..EDG~I) : • • • • 

• 

CJ CUj T ~~ ·.:.:::: 
known to me: to be the: persons whose names at: Sllbse:ibcd to the fo~going instrum~t. and a.:k::owledged to me that they exec:uted the s:une for the ?Uf?O!es 311a 
c:onsidc:ntion therein exp~ed. / 

Give:J under my hand 3lld se:ll ofotf)ce this :he. __ .;;~'-'-tf..:.... ___ day of 

J 
~~~ MONICA-MARLOWE 
!~?'*\C">\ NOTARY PUBLIC 
'*I '*' { \~\ .. , /.~) State of Texas 

~ ~0Y' Comm. Exp. 10-30-99 
.. ·~, ...... w. ;: •• 4 •• 4 •••••• • ' 

~1Y 
Noury P'.;blic in ll'ld for ___ f-.~:q;;=--.L.::~(/'-4=------



.... 
• • • ••• ..... 
• • • •• • 

•••• • • • ... . 
•• • • • • • •• 

• •• • . .. 
••• • 

• •••••• • • 

EXHffiiT "A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JULY 
17, 1998, BY AND BETWEEN WAYNE MOORE, A WIDOWER 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 shal l be considered a fu lly 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 
carry on the continuous drill ing program until all proration units have been drilled, allowing not more 
than 180 days to elapse between the completion of one well and the commencement of the next 
succeeding well. Should Lessee fail to commence the continuous drilling program or subsequently default 
in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, 
save and except for the proration units surrounding each well then producing, capable of producing or 
upon which operations are being conducted. The term "proration unit" as used in this paragraph means 
any acreage designated as a drilling unit or production unit in accordance with the rules of the Railroad 
Commission of the State of Texas. 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 Commiss ion of the State of Texas, if a productive well, or 
the date of fi 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 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 :2 OF THE COUNTY~ 
ATTEST: O-;Jjp ..qg' 

® 
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·~ 
IF IT D"AM A CERTIFIED COPY 
~THE SEAL. OF THE COUNTY C~ 

- ATIEST: / 0 " ZG - .,;!c.f 
Gc11cnl Laad Office 
RdiDqabluaar Act Lea.se F'ot'lll 
RCYiscd, Sepltmbu 1997 ® UNDA McOONALO, COUNTY CLEAK 

CUZOUNTY, TEXAS 

BY ~4:;? ...... &-'a ....... ~ PAID UP 

on. AND GAS L.EASE 

lHIS AGREEMENT is mad.t: md entered into this_l_1_day of Jn 1 y l9-9Jl.._, bttwtcll the Sate o!Tc:x:as, Jain& by and throop its 

&&~~~----~H~oun~t~e~b~e~Jr~·--I~nuc~·----------------------~---,~~~~~~------~~----~~~~~ru~------
----------------------------------------------~of, ____ ~l~6~8~awl~~A~d~d~i~s~a~p~R~d~~~s~u~t~l~· e~~2~0~0~-----~ 
--------------------------------------------------------o~a~J~J~a~s~--T~x~--7~5~2~4~8----------------~d~~~ 

(Give Pcr1"1lmCU Address) 
ben:in refcrml to u the owner of !be soil (whether one or more), and. ____ ~C~l..c;a~..;yJ.-..LJunu..~.hun.Li::lSo..~.O..LDu.... __ ___,,-----..,.....,-,....------------
--------------------------~--------------~2~0~3~7w~.~-W~a~l~1~,~S~ll~j~t~.P~~8wO~O~------------------o( 

Midland , TX 79701 
(Give Pcrman.cn.l Address) 

l. GRANTING ct...\ USE. Foe and in c::omideralioa of the JmOants mud below md oflbe covenmts md acrecments to be paid. k:pt md perl'ollJICd by 
L=ce under this lease,. tbc Stale ofTc:us xtinc by md throuch tbc owner oftbe soil. baeby zrmu. leases md lets lmiD Lessee. for tbe sole and only PUlpOSc of 
prospc:c:tinc md drill in& fur and produdng oil md ps. Iarine pipe I incl.. buildin& t:anJa. SZDriD& oil md buildinc power stl.tions. ldq~botl.e r= md adler~ 
thcreoa, to produce, ~e. t.lU =of. !real and trmsport ~d produ<:tS of !be le3SC, the foUowiD& lanc1s sitwlr:d in cul hers on County, SWe 
ofT c:xas, to-wit: 

Block 100.!. 
Section 8: 
Section 9: 
Section 16: 
Section 17: 

Public School Land Survey 
All 
All 
All 
All 

containing 2 1 5 6 0 aacs, more or less. The bonus consider:Won paid for this lease is as follows: 

To~cSbUofT~=--~S~e~v~e~n~t~e~e~n~~T~h~o~u==s~a~n~d~~T~w~o~- ~H~u~n~d~r~e~d~E~i~g~h~t~yL-~a~n~d~~N~o~/~1~0~0~-~-~----­
Dollacs (.S __ l.._7.l-l..' ...,2....,8....,0oL..L. • ....,0'-l.O'------' 

To~c ownaoftbescil: Seventeen Thousand Two Hund red Ei qbty and N o/1 00 
Doll :us cs 1 7 . 2 8 a a a > 

ToCll boousconsidcratioa: Thirty-four Thousand 'Five Hundred Sixty and No/100 
Dollzrs {.S 34 , 560 , OQ ) ••• • • • • •• 

The ~.bonus consideration paid !'C'?r=ts a bonus of-=-__ F_i_f--;::::t~y,--;:;:f-;:;o;-u_r ___ a_n __ d-:-N __ o..:./ __ l _O_O-:-;=-;;-,-,-__ -_-_-__ -_-_-__ - _-_-__ -_-_-__ -_-__ 
• • • Dollars ( s 54 . 0 0 ) pcnc::~. on 6 4 0 net ac::es.. . . 
... • 2. TEit.'vf. Subject to the otha provisions in ~is lc:uc, this lc:lSe shall be (or a :.c:m of F j ye ( 5} years from this daLe 

(hc!!ji61tU%ed "primary term") and as long thereafter as oil md gas, or e i~er of ~era, i.s produced in paying quantiriC3 from said Janel 
As ~Sd in.~is 1=. the term "produc:d in p~ing quantiriC3" m= that the receipts from the sale or otha aulhoriz.cd a>mmer-c:ial use of the substance(s) covc:red 
c:c~edoo!ltofpocul opcr.Wonal expenses fer the six months last pa.st. 

*See f;xhibi t "A" attached fo_r Pd;;u r~ntal provision shown as 

es in ~e ownership of 
I.AND~'FICE OF TiiE STAn OF 

I CQYCT the privilege of deferring 

In a like manner and upon like pav or tendc:rl annually, ~e conunenc:ment of a well may be further deie:rcd fo r suc:essiv 'ods of one (I) year eac!l during 
the primary term. All pa or tenders of renCll to ~e owner of ~e soil may be made by check or sight draft of Lessct:, or any assign ~i.s le3.Se, a..nd may _be 
delivered on or ~c rental paying date. If the banlc designated in this paragraph (or its successor bank) should cc:ue to exist, suspend busa liquida!e. fill! or 

y ano~er banlc, or fo r a.ny reason fail or refuse to ac:.ept rental, wsee shall not b: held in def:w.l~ fo r failure to malce such payments or te of 



. 4 .. . PRODUCTION RC?Y AL TIES. Upon production of oil and/or p.s. Lessee aqe.es to pay or cause to be paid one-hal£ (112) o£ the royalty 
provtded for tn thts lease to the Conunis:stoner o( the Gc:ne:raJ Land Office of the State of Texas. at Austin. Tc:n:s. and one-bal£(112) o£ suc:ll royalty tu the owner f 
!hero~ o 

(A) Oil.. Royalty payable on oil. which is defined u inc:ludin& all hydroc::!Cbons produced ill a liquid fonn at the mouth of the well and Usc as ill 
condensate. distillate, and other liquid hydrocarbons =vered from oil or ps nut tbrou&h a separator or other equipmcn.r. as hcreinaftu provided. shall be 

3 I 16 part oftbc gross production or the m.arUt value thereof. Jl the option of the owner of the soil or the Commissioner of the 
General Land Office. svc:.h value I'D be dc:A:rmincd by I) the hi~cst posted price, plus pmnium. if any. offered ot paid for oil, c:ondensaLC, distillate, or othCT liquid 
hydro<;;vtons. respeaive.ly, of a like type and p-avity in the &encraJ arQ where produc...--d and whe-:1 run, or 2) the hi&}lc.st maiUt price thereof offered or paid in the 
gencn.l area where produced md wbcn run. or 3) the gross proc:eecis of the sale thereof. whichever is the p-eater. Lasce ~that before my IOU produced &om the 
l=d premises is sold. a.scd or proc:cs:scd ill a plaat, it will be run free of c:ost to the royalty owners throu&h m a.dequatc: oil aad ps se;nruor of c:onventional type. or 
other equipment at least ;u efficient. so tb3l all liquid hydroarboas =vcrable from the ps by suc:.!l mQ~U will be rca>vcr:d.. The requi=t that such ps be IUD 
through a separator or other equipment auy be "lnived in writin& by the royalty owacn apoa suc:h tcnns and c:ooditions as they presc:nOc:. 

(B) NON PROCESSED OA.S. Royalty on my 1as (tnc:luding ll~d ps), which is dcflllCd as all bydroca:bons and caseous suhstanca not cl.efiocd 
as oil in subparagraph (A) above. produced from my weU on said land (except as provided bcrein with respect tu ps processed in a plmt for the c:xtral:tioo of 
sa.soline. liquid hydrocarbons or other products) shall be 3/16 part oftbe gross production or the market value then:oC. at the optioo of the 
owner of the soil or the Commissioner o£ the Gc=nJ Land Office. such value to be based on the hi~c:st marlcet price paid or offered for ps of c:ompanble quality ia 
the gcnc.r.U 3n:a where produced ~d wbc:n run. or the gros3 price paid or offered to the producer. wruc:hcvcr is the ~ provided th.at the mnimum PI"CSS\lrc bue 
in mcuurinc the gas under this lease lb.ail oot at my time exceed 14.6.5 pounds per squar-e illc;b ibsohm:, IDd the standard base tcmpcr.uure .shall be sixty (60) 
degree3 Fahrenheit, ccn=tion to be~ for i'= a.ccorcfinc to Boyle's Law, md for ~ific ~-=cording tot= ma.dc by the Balaace ~ethod or by the 
mcst approved method oftcstin& being =d by the industry u the time oftcstinc, · 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the rec:overy of gasoline or other liquid hydrocatboos 
shall be 3/1 6 pan o£ the residue gu and the liquid hydrocarbons c:xtr3Cted or the market value thereo~ at the option of the 
owna of the soil or the Comrnil.sioncr of the Gc."!cral L.1nd Office. All royalties due bcrl:in shall be based on one hundred perc:...-nt (1 00%) o( the total plant 
production of residue gas aaribubble to ps produced traDl this le3Se. and on fifty pcl'CClt (50%). or that j)CTCCUt a.ccruing to Lessee_ whichever is Uu: ~.of the 
toul plant production o£1iquid hydroc::ubons attributable to the g3S produced tram this lease; provided that i£1iquid hydrocarbons are rec;overed from gas proc::::ssed 
in a plant in wbic:.'ll.essec (or its pan:nt. subsidiary or Ufiliate) owns an intc.-at. then the pcrc::ntage applic:l.ble to liquid hydroQ.fbons shall be fifty pcr=t (5~/o) or 
the highest pcrc:nt ac....-uing to a third parry processing ps through suc:h plmt Ullda il pro=ing agr::ment aegotiated at = 's length (or if there is no suc:h third 
patty, th.e highest percent thea being ~-fled in pro=ing agre=ents or c:ontrac'.s ill the industry). whichever is the gre=. The rcspeetive royalties on residue ps 
and oo liquid hydroc:trbons shall be de!Cm.ined by I) the highest atalicet price paid or offered for any gas (or liquid hydroC3rbons) o f c:ompanble qual icy in the 
general area. or 2) the :;ross price paid or o ffered for suc:b residue g:l.S (or the weighted 3Vetage gross selling price for the res-pective gra.dcs of liquid bydroc::lrbons). 
whichever i5 the gn:.a.t.er. In no event, however. shall the royalties payable under this pan.graph tlc less than th.e royalties which would have been due had the gas not 
been proecssc d. 

(D) OTHE.R ?RO DUCTS. Royalty on carbon black. sulphur or any other produc::3 produced or manufa=d from gas (excepting liquid bydroc:arbons) 
whether said ps be · casinghead. • "dry," or any other g;u. by frac:io nating. burning or any other ;tro=sing shall be . 3/16 pan of the 
gross production of sue:.."& produc:::s. or the marlc:t value thereo~ J1 the option of the owner of the soil or the Commissioner of the Ciener:U Land Office. suc:.h market 
val ue to be det.e:mined as follows: I ) on t.'!e basis o f the highest market price of e:u:!l product for the same month in which suc:h product is produced. or 2) on the: 
basis of the: average gross sale price of :ac.'l product for the same month in which suc:.h products ·are produced; whichever is the g:ro.t.er. 

• •• 
S. MINIMUM ROYAl. TY. During any year after tlle expir:ltion o f the primary t.enn of this le3Se, if this I= is maintaine:l !Jy production. tlrc-.rp~~~es 

paid under tllis lease: in no event shall be lcs:s than m amount equal to the total annual delay rental her-ein provided; otherwise. there sbcil be due and payagl • .,p or 
before the last day of the :no nth suc:c:=eding the anniverut}' date of this lease a swn equal to the tutal :rnnual rental lcs:s the amount of royalties paid d~ lfl; • • 
pn:::eding ye~. If PJragl'11ph J of this leue docs not specify a delay renul amount. thc::1 for the purposes of tllis pangnph. the delay rental amount shall be o~e 
dollar (Sl.OO) per acre.. •••• • • • 

6. ROYALTY IN KIND. No twithstanding any other provision in this leue.. at any time or tram time tu time. the owner of the soil or the Contni.m~ner 
o( tllc: Ge:~eral Land Offi~ may, at the option of either. upon not less than sixty (60) days notice to the holder of the lease. requite that the payment of an~~ 
ac::;uing to suc:.l-t royalty owner unda this I= be ma.dc: in kind.. The owner of the soil's or the Commissioner of the Ciener:ll Llnd Office's right to take i~y:4ty in 
tind shall not diminish or negate the owner of the soil's or the Commissioner oftbe Cie:~eral Land Office's rights or L=='s obligations., whether express or in!plied.. 
under this lease. • • • • • • 

•••• 
7. NO DEDUcnONS. ~ ~cs that all royalties 3CcnJing under this lease (mcluding those paid in kind) shall be ~thout deduction for 'f~ .~~t.of 

producing. gathering. storing. separating. treating. de."&ydrating, compressing. processing. transporting. md otherwise malcing the oil. ps and other produlltS • · 
her::ulder l'C3dy for sale or usc. Lcssc: ~ to computc and pay royalties on the ~ss value received. including any reimbunc:ments for severance uxes and 
production r;liltCd costs. 

8. PLA..'JT FUEL AI'ID RECYCLED GAS. No royalty shall be payable on any ps as may rep~ent this le:ISe's proportionate sh;u-c o f any fuel used to . 
process ~as produced hereunde~ in any processing plant. Nocwitluunding any other provision of this lc::ue, md subject to tlle wriacn consent o f the owner of th~ soil 
and :he Commiss ioner o f the Ciencr.!.l L=d O ffice. ~sc:: nuy recyc:le g:u for gas lift puf1XlSes on the le:ued premises or ior inj ection into illlY oil or gas producmg 
forr.tiUion underlying the le3Sed premises mer the liquid hydtoc:;ubons c:ontained in the gas have be:n removed; no royalties shall be pay:tb le on the recycled gJS 
until it is produced 3lld sold or used by L=ssee in a manner which c:ntilles t.'!e royalty owners to 1 royalty under t.'!is le3Se. 

9 . ROYAl. TY PA YMEmS A.'ID R.E?ORTS. All royalties not taken in lcind shall be: paid to the Commissioner o f the General Land Office l.t Austin. 
Tex JS. in the fo llowing manner: 

P1yment of royalty on production of oil and gas shall be as provided in the rules se t fo l1h in the Texas Register. Rules currently provide that royalty .on oil is ~ue 
and must be received in the General L.1nd Offi~ on or be fo re the Stll day of the se cond month suc:c.--:ding the: month o f production. and royalty on gas tS due.lll f th 
must be received in t.'!e Ciener:U LJlld Office on or before the I Stll day of the second month suc:~:ding the montll of production, ac~mpanied by the lffi~avtt ~ . e f 
owner. manager or other autlloriz~d ag~nt. completed in the fo rm and manner prescribed by the General Land Office and showing the gross amount Jlld d zsp~sttJ~". 0 

· f -'1 d " · th oduc:•ion. dzspos ztzon all oil 3lld gas produc:d and the market value o f the oil a.nd gas, together wtth J copy o "" ocume:H.s, rc:c:ords or reports con. mm ng e gross pr • 



and marltet value _inc:ludinc p.s meta rudings. pipe! iDe receipts, p.s line receipts aod ocher c:bt:cla ar manor.~~~ cia of amount produc:ed and ~ut into pi~linc:s., tanJa. 
or pools and cu lanes or p.s stor:ace. and any olhcr reportS or reeocds which the Gcncnl Uod 0~ IUY require to vc.rify the p:oss prodw:uoa. disposition llld 

' maricct v~ue.. In &II QSCS the authority of a ~ CK qent 10 act for r.be Lcsscc bcrein must be 51cd i11 tbe General Und Office.. Eac:.b royalty P&)'menl ~I be 
ae7"mparued by a checlc nub. schcd~c, summary oc odlcr reznitt&Dec advice sbowiDc by the as:sipcd Genctall=d Office lease number the amount of royalty bcicc 
p&ld on e~ lease.. _If Lessee pays his royalty oa ~before thirty (30) chys after tbc royalty paymc:::~t was due, tileD Lcs:scc owes a penalty of S% on the royalty or 
Sl$.~ •. whachc:vcr IS peuer. ~royalty paymcm which is ova- thirty (30) «Uys la&c s!W1 acc:uc a pcoa.lty of JQ-.4 o(th.e toy21ty d~ OC: SlS.OO w~ is~­
ln addauoo to a penalty, royalties shall acaue interest ;a~ a~ of 12:-~ per yur; .such iniC'c:Sl will bqjD acauinc when the toy21ty IS siXty (60) days ovenfuc.. 
Atfi~vits and suppottinc doc:umcnts which m-e oot filed when clue shall incur a penalty iD m mlOOZit set by tbe Gencnl Land Offic:e a.dminimative rule 'llfhicb is 
ctfectJvc on r.bc dale when the &t!idnits or supportinc documents 'M'Cf1: due. The Lcs;scc shall bar all responsibility for payizlc or =sine royalties to be paid~ 
pre.3aibed by the clue cWI: provided ben: in. hymcm oftbe dcli.oqCCDC)' penalty shall i.a DO wzy opc:;a= to prohibit the State's ri&)u of forfcitun: u provided by law 
nor act to postpOne the dare oa which royalties 'li"Cn: oricinalfy due. Tbc ~ve penalty provisions sba1J aot apply in cases of tide dispute &S to the Stale's PDI'tioo of 
!he royalty or to cbal portion of thc myalty in di.spwc ~ to fair marlc:t value. • . 

10. (A) RESERVES, CONTRACfS AND OTHER. RECORDS. Lessee shalJ ammally ft.lmi.sh the Commissioner of thc Gcnc::al Unci Office 'With 
its ~ ~ble estimate of oil and &&S re:scrves ~mdc:rlyiDJ this lease ~ allocable to r.b.is lease aod sbalJ Alruish said Commi.s:sioner wir.b copies of all contrxu llllda 
whacll ps IS sold or procas.ed and Ill subscqocnt ~ aad amcndmczlts lD sucll ~ widlin thirty (30) days &ltc:r cntcrina into or malcinc.sllcll ~ 
agreements or mxndmcm:s.. Such comrxts md acrecmcnts when .received by tbe General Land Ofticc shall be held i.a confidc.oc:c by the GcncnJ Und Office ~ 
othc:wisc authoriz:d by Lessee.. All ocher coattacts and records pc::aininc to tbc ~a. tnmponation. Ale and man::ticg of the oil md ps produ(::d oa said 
premi.sc3., i.ac:ludin& the boolc:s and accounts, receipts md d.iseJ1&rles of all well.s, ~ pools, m..c=s, md pipel ines shall • aD t:ima be sub~ lD ~CD and 
cumina.tion by thc Commissioner of the General Land Office. tbe Att.omc:y Gcncr:a1, r.bc Gon:niCI', oc the reprc:scnt:LI:ive of any of tbcm.. • 

(B) PER.\.UTS, DRII...LING RECORDS. Written ootice of all operations on this lease shall be submitted ID tile Commissioner of the GcDcraJ 
Land Otllce by L.a:s« or opcr.11« five (j) days before spud date. wocll:avcr, re-<nay, a:mporary abandonmCDt or plua U~d abandonment of-any well or wells. Suc:b 
writun notice to the Gcncnl Ur!d Office shall iDc:ludc copies ofR.Uiro&d Commission forms for applic::Won to drill Copies of well !csts, eomplctioo reports md 
pluuin& rcporu sh&IJ be supplied 10 !he Gcncnl Urld Oaic:c at tbc time !hey arc filed with !he Tau lUilroad Commission. All applic:ations, permits, rcporu or 
other filinp that refc.rcnc:c r.b.is lease CK any spcc:ific: well oo tile leased premlscs and that arc submiaz:d 10 thc Texas lUilroad Commission or any other ccvcrnmcnt:aJ 
agency sh&ll inc:ludc the word "Sta.tr:" in the title. Additionally, in ~rdallc:c wilh lUilrcad CommlssioD Nics, any si~ on tile !used premises for tbe PUIJlOSC of 
ideru.ifyinc wells, taD.ic baa.cries or or.bcr assoc:iarc1i improvements to r.bc Land must also i.ac:ludc the word •swr:.• Lessee shall S1Jllply r.bc GcncraJ lAnd Offic:c with 
any records, mcmormda, x.counts, reports, cutti.Dp md cores. or olhcr in.furrnarion rcWive 10 the opetatioa of r.bc above-described premises. which may be 
requested by !he Ga!cn1 Land Oaic:c, in addition 10 tbosc herein expressly provided for. Lessc: shall have m clcaricll md/or ndioaaivity survey made OA the 
bore· hole sec:tion, from the base of !he surface casincto the: tow depth of wcU, of :ill wc11s drilled on r.bc above dcsc:ribed pn:miscs U~d shall tr.lnSmit a 1n1e copy of 
!he loa of C3oCh suney on =:.h well to !he Cooc:n.cr.U L3nd Offic:c within fi.ftcea (lj) «Uys a&r the a:Wclnc ofsa.id survey. 

l 
(q PENAL TIES. Lcs:see shall incur a penalty whenever reports, doc=umcn.ts or other materials are oot file d in the G=eral l.md Office when 

due. The penalty for late filin& shall be set by !he Gcncnl L.lnd Otiic:c admini.slntive rule wbic::h is etfec:tive on r.be claa: when lhe m.atcrials were due i.a tbe Gencnl 
Land Offic:c. 

I I. DRY HOLEICESSA TION OF PRODUCTION DURJNG PRIMARY TER.'-f. I!. dorin& tbe primary tc:m1 ha=f and prior to disc:ovcy and produc:tioo 
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if durin& the prir:n.3ry taro hereof and after the discovery and =a! produc:tion of oil or 
gas from !he leased premises suc:l'l produc:tioo ther=f sll.ould c:c:J.Se from any c:ausc, this lease shailllO( tetmina!C if oD or X: o n: the apir.uion of sixty (60) days from 
date of completion of said dry hole or cessation of produc:tion L=c: commences additional drilling or rcworlcin& opcra.tions thc."'CCn,. or p3}'S or tenders !he next 
;:&nnu31 delay rentl.l in the same mannCT u provided io lhi.s lease. u; during !he last y=r of !he primary taro or within sixty (60) days prior ther:to, a dry hole be · 
c:o~~and abandoned, or !he production of oil or ps should c:=se for any c::~use, L:s.sce's rights shall remain i.a full for= and effec:t without further oper.u:ions 
unti~the~piration of !he primary tum; and if Lessee h.as not n:.sumc:d produc:tion in paying quantities u tbe expiration of the primary term, U:s.sce may maintlin tbi.s 
le~•:conduecin~ Jdditio=l drilling or reworicing opcntior&S pursuant 10 P3C3gl"3ph IJ, using the apintion of !he primary term u the daze ofccssarion of 
productio: under P3r.~gnph IJ. Should the fi.rn well or aay sub.sequc:nt well dtillc:d c o tbc lbove descnl>cd land be completed as ;a shut·in oil or gas well within tbe 
prim;wy term hereof; Lessee may resume payment of tbc annual rcnul in lhe same manner as provided herein on CK before: the rental paying date following the 
cxpinQQn of sixty (60) days from the dale of completion ofsuc:h shut-in oil CK gas well md upon thc failure to mili sucll p~cnt, this k:lSe shall ipso facto 
tedQ.ielte! If ill the apir:Woo of !he primary term or any time thcn::lfter a sbut·in oil or gas well is loc:~tc:d on tbc le:1Sed ;m::miscs. payments may be made ill 
3e~an~ w ith tbe shut-in provisioru haeot: 

• • • • •• 
• 12. DR!Ll.ING A.'ID REWOR!<ll'IG AT EXPlRA TION OF PRL~ Y TE.'-f. If; at tbe expiration of tbe primary term, neitha oil nor gas is be in& 

p~~c:;~ on said land, but Lcs:se1: is !hen engaged in drilling or ~ricing opcntions thcreoa, rhls leue shall remain in fore: so long as opaatior&S on s:Ud ·~I or for 
drlt~~\ ~l"n:working of 31lY additional we ll are proscc:utcd in good faith and in·wor'cnanlike manna without ioterTUptions touling more tbatl sixty (60) days during 
any one suc.h open.tion. and if !hey result in lhe produc:tioD of oil and/or z:u, so long lhc::reafter as oil and/or zas i.s produc;;.-d in paying quantities from said l0111d. or 
p..,-.-•:C shut-in oil or ps well royalties or compensatory royalties is made as provided in this !eJ.Se. 

• • 
IJ. C"'"e.SSA TION. DRll.LlNG, AND REWORXlNG. I!. after !he expiration of !he primary tam, produc:tion of oil or ps from th.e !=sed premises. alta 

onee obtained, should ee:ue &om any c::~usc. chis le:ue shall not tc:nnin&tc i!Wscc commenca additional dtilling or reworXing opcntior&S w ithin sixty (60) days 
after suc:h c:.=sution, md this le3.SC shall remain in full forc:c and effect for so long as sue:.'! opcr31ions continue in iOOd fajth and in woricm.anlike manner without 
in tem.~ptioru totaling men: chan sixty (60) days. If su~ drilling or rcwo ricing opcntions result in :he production of oil or 63S. the l=e sh311 mnain in Ml fore: ll!d 
dfec:t for so long a.s oil or gas is produc:cd from lhe le:1Sed premisc.s in paying quantities or payment of shut·in oil or gas well roy31tic or payment of compcnsa!Dry 
royal tic is made a.s provided herein or as provided by law. If !he drilling or reworlcing opcr31ions n:sult in tbe completion of a well as a dry hole, the le3Se will not 
tcnnin:ue if !he L:sse: commenc:es Jdditional drilling or n:worlcing operations within sixty (60) days ilftu !he completion of the well as a Cry hole, ani! tbis leJSe 
shall rem;Un in effect so long as Lessee continues drilling or reworking oper.uions in good faith and in a wor!cman.lilce manne r without intc.."TUptions totaling more 
chan sixty (60) days. Lessee sh311 give written notic:c to the General L3nd Offi~ within thirty (30) days of any ccss3tion ofproduc:tion. 

14. SHUT-IN ROYAL TIES. For purposc.s of chis pangrapl\, "well" me:ltU any well that has be:n assigned a w e ll nwnbcr by the st31e 3gency ~avin_g 
j urisdiction over !he production of oil and gas. It: at any time ~r the expiration of the primary ~nn of a le3Se that, w1til being shut in, was being mainwned ~ 
for~ llld effect, a well capable of produc:ing oil or gas in paying quantitie-s is loc:lted on the le3SCd premises, but oil or gas is not being produced fo r l3clc of sutUble 
produc:tion fac:ilitics or l3ck o f 3 suic.lble market. chen Lessee may pay as a shut· in oil or ga.s royalty ltlllllOunt equal to double !he ~l;f,g~ ,f-rovided in the 
le ase , but not less than S l.200 3 YC3I for c:1c:h we ll c.1pable ofproduc:ing oil or ga.s in paying qu:111tities. lfP~\tls.l~~~l delay rc:1~ 
31Tlount. chen fo r the purpose of this pangnph. !he delay rcnul 3mount sh311 be one dollu (S 1.00) per acre. T<Wtc;e<tfective, e:u:h initial shut·tn 8ffefglS roy:llty 
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muse be paid on or before: (1) the expintioo oftbc primMy term, (2) 60 da)" &ft.er !be Lc:ssce ceases to produce oil or JZS &om the leased premises, or (3) 60 days 
a!ttr Lessee C:C~plctcs a drillinc or reworkinc opc:ntioa in ~rc!anc= with tbe lease provisjons; whic:hcvct dale is lalest. S~ ~aymcnt shall be made one-haJf(l/2) 
to tbe C~mmwJoacr of the Genenl Lmd Ot!ice and one·balf(l/2} to die owaa of the soil I( the shut-ill oil or~~ royalty IS pau1. the lea.se shall be COCI:Iidered to be 
a produCUIJ lease znd die payment sh&IJ extend the tmD oftbe lease tor 1 period of one yar fiom tbe end oftbc prunary tc:m.. or fiom the first day of the IIIOnth . 
fol!owinc the moa!h in which production c:case11. md. a.fta-llw. if no suitable produc:tioo fxilities or suitable market for the oil or cas exists. Lessee IN)' extend the · 
lease for fouc more succes.sNe periods of one (1) year by payinc tbc s.anx amoWil each yar oo oc befoR tbc expintioa of each shut-in year. 

15. COMPENSATORY ROYALTIES. 1.C durin& the period the lease Is 1c:pt ia dfca by payment of the shut-in oil or ps royalty, oil or psis sold and 
delivered in payinc quantities fiom a wdl loated within oae thousaod (1,000} feet oftbc leased prc:miscs aad complcud in tbc same producin& n=noir. or ia lilY . . 
=in which drain~ is occun-ing. tbc ri~ to eootinuc to m.a.intaiD the lease by payin& tbc shut-in oil ot ps raya.lty sh&IJ c:a.se, but !be lease sh.a1l tanaio ef!i:aive. · . 
for the n:mainda- oftbc year for whlch tbc royalty has bec:u paid. The Lessee may mainta.i.D tbc lease Cot !our J:DOre suc:=sive years by Lcsscc Jn>'inc ~ · 
royaJty u tbe royalty r.w: provided in dlc le:ue of :be au.r1cct nlue of production &om tbc ._u =in& dlc dnina&"e orwhic:b is completed in the lame producin& 
1"1':3ervoir and within one thousand (1,000) feet of the leased prc:mises. The compensatDI)' royalty is to be paid monthly, oae-ha.l!(l/2} to the Commis:sioner oftbc 
General Land O!!ic:e and one-ha.lf(l/2} to cbc awaa o(tbc soil. bepminc oa or before the last clay of die month followin& tbe month in wbich the oil or p.s is 
produ=:l from the well ca.usin& the dnin:ace ot !bat is complettd io tbe same producin& =voir md loca=d widlin ooe d:loasand (1.000) f=t oCtbc lcase4 premises_ 

If the compensarory royalty paid in -r 12-month period is in an amouot less !baD die xmuaJ shut-io oil or ps royalty, U:s:see shall pay m amouat equal 10 the 
diifuenc:e wi!hin rb.irty (30) d2ys 5-om tbc end of the 12-iDOadl period. Compc:n.sa10ty royalty paymem:s whic:h are not Wndy paid will acalle penalty and i.Jiterest iD 
accordance with P~h 9 of chis le:zsc.. NoGe of these provisioas will n:lievc Le:ssce of the obliptioa of reasonable ckvdopment nor the oblip.tion eo drill otrset 
wells :u provided iD Tc::us Narunl R.csoarces Code 52.113; however. ll tbe dctl:nnin.uioa oCtbe Commissioner, and with the Commiss.icnc:'s wrincn approval. the 
payment of c:orn-pcnntory royalties cao sarisfy die obliptioa to drill offset wcll.s.. 

16. RETAINED ACREAGE. Notwithstanding arsy pnrrisioa of this lease to the coattary, ~a ._n producing or capable ol."produc:in& oil or ps ~ 
beeu completed on tile leased premises_ I...c:ssee shall exm:isc tbe diligence of a reasonably pruderu opcnzcr iD drillin& suclt additional well or wdls as may be 
t=sen&bly ne=aty for the proper deTClopmcnc of the l=d pn::aises and in m.aricctin& !he production tbcteoa.. 

(A} VERTICAL In the event this le:ue is in fore: and effect two (2} ~ ~the ~ir.ltioa date of the pr-iln#y or c::x=ded term it shall then ll:nninan: 
u !.0 all ofthc le:ucd premises. EXCEPT (l).W a.acs surroundin& ~ oil well ~le ofproduc:ng iD paying qwruities and 320 = SUtrounOUII each pswell 
<=~pabie ofproducin~ in paying quantities ("llldudin& a sbur-in oil or ps ._u zs provided in Pangnph 14 bc:reof}, or a well apon which Lessee is then en~ed in 
continuous drilling or reworicing opcntions, or (2} die numbc:t of acres included iD a producing pooled unit pur5uant to Texas Narunl R.:sourc:es Code S2.15l-
52.1SJ. or (J} such greateT or lc:sscr number ofxrcs as may then be alloc:ttcd fo r produc::tion ~to a pror.uion uoit for c::u:h such producing ._n under the rules 
and n:gulation.s of the Railroad Commiss.ion oCTazs, or any su=r JJency, or other governmental mthoriry havingjuri.s.dic:tioa.. If at any time a.ttcr the etrectivc 
date of the partial termination provisions hen:Qt; the applic::lble field rules aR c:hanged or tbe ._u or wells locan:d thereon :JrC reclassified so that less ~e is 
tbe:"C3ft.cr alloc.;ued co said well or wells for prod~on purposes. this lnse shall thereupon tennin:w: u to all aae:J.ie not tha=fter alloc.;ued co said well or wells for 
production purposes. Notwithstanding the tcnnination oftbis IC:tSe as to 1 portion of !be Lands covc:red hereby, Lessee shall nevertheless conti.auc to have the right of 
ingre.sl to :Jnd CVCSS from the lands still subjea to this lnse for lit purposes desaibed iD ?ar.lg;r.lph I hereot: together with easements and rights-of-way for cxistin: 
roads. existing pipelines and other existing facilities on. over and aacss lit the lands dcse.·ibcd in Paragraph I hereof ("the rc!:lined lands"), for access to and from the 
rcuined lands :~nd for the gathering or a-:uuportltion of oil. g:J.S md other mincr:lls produc::d from the n:!:lined lands. 

(B) HORlZONrAL In the event tb.is lale is in fon:e and effect two (2) yc:us 3ftct the :xpiration date oftbe prim:uy or extended tcnn it shall funber 
te:minate u to ali depths below 100 f~ below tbe total depth drilld (bereinaft.c:r "dcc;>cr depths'") in cac!1 welllOQICd oa :s.a=ge retained ia Paragraph 16 (A) 
:U:ove, unless on or before two (2} yc:MS after the primary or extc:lded tJ:ml L= pays an :unount :qual to one-balf(l/2) oftbe bonus originally paid as 
consideration for this le:tSe (u specified oo page I hcrc:ol). Ifsuc.'l :unounc is paid. this le:ue shall be in fon:e and effea as to such deeper depths. Jnd said• •• • • 
tennin3tion shall be de layed fo r an additional period of two (2) y= and so loag there:Ulcr zs oil or gas is produced in paying quantities from such deeper dqtlt. 
covered by this I= • • • • 

• • • • •• 
(C) IDENTIFICATION AND FTUNG. The surface =ge retlined hereunder as to e:u:!l weD shall, as ne;uly u ;JtaCtiC3.1, be ia the fom1 of i1 sq~ witb 

the well loc::ued in the center then:ot; or such other shape lS may be approved by the Commissioner of the General Land Office.. Within tbitty (JO} days aftq Mal 
terr:1ination of this le:!Se u provided bc:re!n. ~shall c:xec-..ate and n:cord a n:le3SC or rei ales containing a satisfac:.ory lepJ descriptio a of the 3.C:Cge 4'~1 • • 
de;:ahs not n:tained hereunder. The n:co~ed rele:!Se. or 1 certified copy of same. sh;UI be filed in the GcneraJ Land Office., =mpanied by tbe filing fee p~crit~ 
by the Gener.U l..lnd Offic:.c n.ales in effee1 on the 6tc tbe n:le:J.Se i5 filed. If Lessee fails or n:fuses :.o execute and n:cord such rele:~Se or releases witilin ~90)• 
days U\c: being requested co do so by the Gen=ll L.lnd Office., tbc.., the Commissioner 3l bis sole disc::etioo m~ designOILC l)y written in.sa-urncnt the ~= andlor 
de;:~ths to be re!e:ued hereunder and record suc:h instrument 31 Lessee's expense io the county or cou.at.ies whc:re tbe le:ue is to =ted and in tbe official reeords ortbe •••• General land Offic:: llld such designation shall be !li.nding upon ~ for all Jlllll)OSCS. • •••• • 

17. OFFSET WELLS. Neitbcr the bonus. delay rentals., nor royalties paid. or to be pilid. undcr this lc:ue shall relieve ~of his obliption t4awm 
the oil illld gu under the above-described land from being dr:lined. L~ sublessee. rec:ivcr or othc:.r ~~in cona-oi of the le:J.Sed premises shall drill as~• 
wells lS the facts m:l}' j ustify :~nd slWI we 3ppropri01Le me:ms md drill to a depth ne=ary to preve:1t undue drain:~ge of oil and g1LS from the lezed ~n:m.iscs._ In 
addition. if oil and/or gas should be produced in comrner;ial quantiti= wirhia 1,000 feet of the l~cd pmnisc1_ or ill any c;ue where the !e:lSed premrsc.s IS be1ng 
druned by production of oil o r p.s., the Lessee, sublessee, n:ceivcr or other 1gent in c:ontrol of the IC3Sed premises shall in good filith begin the drill in& of a well or_ 
wells upon the le:!Sed pn::nises within I 00 days lfter the dn.ining well or wells or the weU or wells completed witbin 1,000 fe:c of the le:J.Sed premises start producltlg 
in commercial qu31lti ties and shall prosecute such drilling with dilige:-~c:. Faiiun: to s:uisfy tbe sunrtory offset obligation m:1y subject this le:J.Se and the owner of the 
soil 's 1gcncy rigllu to forfe iture. Only upon the de:ermin.ltion of the Commissioner of the General Llnd Office :Jnd with his written approval may the paymmt of 
compensatory roy3lty under 39Plicable st:uutory p=eten satisfy the oblig:uion to drill an offset well or wells required under this par:~pph. 

18. FO RCE MAJEURE. If. alter a good filith ~ffort. Lessee i5 prevented from complying with any express or implied covenant of this lc:ue. from 
conduc:ing drill ing o per.ltion.s o n the le:ued pre:nises. or from produC:ng oil or g:u from the lelSed premises by re:J.Son ofw:lt, n:bc!lion. rioc.s. strilces, lC~ of God. 0~ 
illly valid order. n.aie or regulation of gove:mnentluthoricy, the:! while so prevented. l...cs.see's oblig:1tion to comply with sue!\ tovenant sh3.11 be suspended :~nd L:sse. 
shall not be liable for damages for failure 10 comply with such covenants; additionally, this !elSe shall be extended while ~s.see is prevented. by any suc!l cause, 
from conducting drilling :1nd reworking operations or from producing oil or g:J.S from the le:ued prc:nises. However, nothing in this par-iJV3Ph shall suspc~d the . 
pay ment of delay rcnuls in order to m.Unuin this I elSe in effect during the prim:Jt)' t.c:rm in the abse:1c:e o f such drilling or reworicing oper.ltions or production of oil 
or glS. 



19. WA.RR.ANrf CUUSE. The owner of the soil W3tTallts and ~Cl to defend title ID tbe (c;ascd prcmi.scs.. If the owner of the soil defaults in 
payments owed on the leased prcnisc:s.. thea Lessee auy rcdccm tbe ri~ts of tbc owner oftbe soil in the lca:scd pn:mi.se:s by pay inc any mo"Pie. !2:1{~ or och r 
on the leased premises. If Lessee male~ payments oa bc.h&lf of tbc owner of the: soil under Ibis p~h, Lcssc:: may n:cover r.hc ~of thc:sc paymcuts froCfl ~ u::u 
rc:aw md royalties due: tbc owner of !he soil 

. 20. (A) PROPORTIONAn: REDUCTION ClAUSE. If the owncrofr.hc soil awns less thm tbc entire undivided 5Ulfx.c c:stac: ia the aboore 
~c=nbed tan~ wh~cr o~ ~ot ~interest is speciti~ ~aein. then the ro~ties and rc:n~ bcrcill proTidcd. to be: ~d to tbc o~ of the soil ~I be: paid lD hizn 
111 the proportion wtucb his mte.rat ban ID tbc enure undivided surface cstai.C 3nd the royalucs md rental b.crt::in provtded to be: pa1d ID the ~ncr oftbc 
General Land Office of the S~ o(Tc::a.s shall be: lilc.cwise proportionately reduced.. However, before L.c:sscc adjusts tbc royalty or reD tal due to the: Comruissione: f 
~c General Land Ot!i~ L=c or his a.uthoriz:ed rcprc$CUtaUve must submit to the Commissianc:r ofr.hc Gcncnl L..md Office a wri= lUtcmcnt whicb explains~ 
discrepancy bc:twea1 the intcn::st purpor-t=ily l~d under this lease and the aaual in=t owned by the owocr oftbc soi.L Tile Commis3ioner of the~ Unci 
Office shall be paid ttlc value of the whole production allocable: ID any undivided iat.crcSt not covered by a lease.. lcs.s the propcrtiorwe dc:velopmcar znd production 
cost alloc:able to such undivided inr..c:n:st. Ho~. in oo event shall !be: Cor:nmissioner o( lbc Gcncnl Land Office .rc.::em as a ro~ty on the poss production 
aUooble to the undivided int=t not lased an amount lcs.s tbaD tbc nluc of onc·sixlc=th (1116) of such cro$S. produc:tion. 

(B) REDUCTION OF PAYMENTS.. It: during tbc primasy 1J:Tm. a portion of the land covered by this lease is indudcd within the boundaries 
of~ pooled unit chat has bec:n approved by tbc School L..md Board Uld the owner of the soil ia accordaa.c:e with NamnJ Rcsoun:cs Code: Scdioas S2.151-S2.1S4, or 
~ u JIIY time after tbc apin.tion of the ;uimary tcnn or the: cxtc:ndcd tcnn. this lease cova3 a lesser !lumber of ac::a tbaa the tow amount dc:scn'bcd bc:rcin. 
payments that are IZ13de on a per aac basis hcr=der shall be: reduced KCOrdinc to the !lumber of a.crc:s pooled. rcJC3Sed. sun=dc.rcd. or otherwise severed, so that 
payments detcnninc4 oa a per a..= basis under the: terms oftltis !case darinc the primary term s.bal1 be: a.Jcn.l~ based upon !he llUm.bcr of Krc3 outside the:. 
boundzics of a pooled unit. or, if after the: cxpin.tioa oftbe prinwy term. the number of~ Jdllally retained and cov~d by Ibis lease.. 

21. USE OF WATER. Lessee sllall have the ri&}lt to usc water produced on said lilnd n=sary !or opc."&tioa:s under Ibis IC3.Sc accpc ~ froiD wells rK 

tanJcs of the owner of the soil; provided. however, Lc:sscc stwl a.ot u:se pou.ble watc:r or W"UCt suitable: for livcst:odc or irric:Woa purposc:s for Watcrilood opc:n.tions 
without the prior consent o f the owner of :be soil. 

22. AtrrHORlZED DA.\-tAG"c.S. Lessee sba.ll pay the: owner o f the soil for d.amagc:s ca.u.ud by its opc:nrions to aJI penonal property, improvements, 
livcstoclc and crops on said land.. 

23. PIPELINE DEPTH. Wb= requested by the owner of the: soil.~ shall bwy its pipc:Jincs below plow de;lth. 

24. WELL LOCATION LIMIT. No well sh:UI be: drilled DC3l'CT than two hundred (200) fe:t to illlY bouse or bam now on said ?f=liscs without the 
written consent of the: owner of the soil. 

25. POLLUTION. Ia ckveloping this arc:J. L=cc shall usc the: highest dcgrcc of= and :Ill proper safeguards to prevent ;>ollution. Without limiting the 
foregoing. pollution of coasul wctl:~J~ds, n..uural watCI'W':Iys. riv= :~~~d impounded water sllall be prevented by tbe usc of containment faA:::Jiti~ sufficicat to prevent 
spill~e. seepage or ground wat~t" cootilminarion. Ia the =vent of_;~ollution. Lessee shall usc :111m= ;U its disposal to n:~tw'C :Ill escaped bydroC.3lbons or elba 
pollu.unt Uld sh:UI be responsible for :Ill damage to public md priv:ztc properties. Lessee shall build and lllaintain fen~ ~und its slush.. sump, and dr.li~e pits 
and unJc baticrics so as to protect livc:stoc:.lc :lgllinst Joss. damage or injury; and upon completioa or ~andonmcnt of my well or wells. Lcs.sec: sbllll fill :md lc:vcl.UI 
slush pits and cellars Jlld completely clc:m up the drilling site of all rubbisb thc.'"eOn. I.e= sblll1. while COllducting opcr.uions oa the l=ed prcmiscs, keep said 
prcnisCl free of all rubbish. =s. bott1c.s. ?~ Cl.lps or prb~e. and upon complerioo of opc-r:u:ons sh:U.I restore tbe surface of the land to as ncar its origi!W 
con.di~~n Jlld contours as is prxtic:!blc. Tanlc.s :md equipment will be lcc-pt painted and prc:sc::u.3.blc. 

• • • 
• • • 26. RE.\iOV AL OF EQUIPME'IT. Subject to limitations in this p~h. I.cs.sce sha.lJ b.avc the rigb! to remove machinery and fixtures placed by 

~!(3~ the l=d premises. including :he right to dnw and remove C3Sing. within one hundred twenty (120) days ilfta the «::~~:pir.Ltioo or the tcnninarioa of this 
lc~unf!ss the owner o f the soil grants L:ssce an atcnsion of this 12<Hiay period.. However. L=ssce may !lOt remove asing from my well c:~pable of producing oil 
:md !35 in paying qu:mtitics. Additionally. Lessee may not dnw and remove c::uing until after thirty (JO) days written ooti~ to tbe Commissioner of the General 
~~f!l~ and to the owner of the soil. "I:Ie owner of the soil shall beCQme the owner of :my rn.ac.'lincry, fixtun:.s. or =ing wh.ich JrC not timely removed by Lcssc:c 
uncb th~rms of this p~h. 

•• • 
• • • .: 27. (A) ASSIGNMENTS. Under the conditions conuined in this p~h and P~h 29 of this 1=. the rights Uld estates of either party to chis 

le:u~I'M)' be zs.signed, ia whole or in p3It.. and the provisions of thu le:uc shall extend to and be !linding upon their heirs. devisees. lc:g:sl reprClcnwivcs. succ:cssors 
:md.wlins- However. a change or division in ownership of the land., rc.-,1..2ls, or roy:l.ltic:s will oot cn.largc: the obliprions ofL:3.s«, diminish the rights. privileges 
an~~ of Lessee, impair the etfectivocss of :my payment made by L=ee or impair the effectiveness of any act ;Jcrformed by Less=. And no change or 
divuion iel owne~hip of the land, rcnLJJs. o r roy:Utics sh:UI bind Lessee fo r :my purpose until thirty (JO) days *r the owner of the soil (or his heirs, devisees. leg3l 
re~~!11't~.ivCl or assigns) furnishes the L::ssee with satisfJ.aoCY written evidcn~ of the change io ownership, including the original ~~cd muniments of title (or a 
certified copy of such origin31) wh~ tbe own e.-ship chang: d b~c of a conveyance. A touJ or partial :wignmc:nt of Ibis lc:3SC sbaJI. to the «::~~:teat of the in~t 
assigned, relieve Jlld discharge Lcssc: of aJI subsequent obliprions under this lease. If this lc::ue is zs.sicned in its e:u:irety as to only pan of the ~e, the right llld 
optio n to pay n:ntals shall be: apportioned :u between th.e sc vcr31 owners raubly, according to the: azo ofeac.\ and failure by one or more of them to pay his share of 
the rcnla.l sh:UI not U'fC~;t this le:uc on the: part of the land upon which pro I'3U rentals arc timely paid o r tendered; however, if the usignor or usignc::: doCl not file a 
ccrti tied copy of sue:!! assignment in the: G=cr31 Land Offi~ before the next renal paying da.tc. the entire le:ue shall tcnninate for failure to pay the entire renu.l due 
under Plr.lgr:tph J . Every 11S3igncc shall succ.:ed to all ri&}lts and be subject to :1.11 obfig:u.ion.s. liabilitic.s. and penalties owed to the Stat: by the originaJ lc.ssce or lilY 
prior lSSigne: of the le:uc, including my liabilitiCl to the Sutc for unpaid roy:Utics. 

(B) ASSIGN MEl-IT LIMITATION. Notwithstlnding my provision in ?:lr.lgl':lph 17(3), if the owner of the: soil acquirCl tbis IC3.Se in whole or in part by 
assipment without the prior wrinen approval of the Commissioner of the Gcner:ll Llnd Offi~. this lc.15e il void u of the time ofusig;unent and the agency power 
of the owner may be forfeited by the Commissioner. An assignment will be tre:lted as if it we~ made to the ownCT of the soil if the :us ignc: is: 

(I) a nomine:: of the: owner of the soil; 
(2) a corpor:u.io n or subsidiary in which the owner of the soil is a principill stockholder or is an employee o f sue!! a corpor:uion o r subsidiasy; 
(3) a partnership in w hich the owner o f the soil is a partner or is m employe-: o f such a partnership; A CER 
(4) a principal stoclc.'lolder or employee of the corpor.uion which u the. owner o f the soil; IF IT BEARS THE SEAL Of' THE ~g':,~ 
(5) a partner or emp loyee: in a partne~hip which is the owner of the so1l; A nEST: /12 - ?6 1Jt 

® 



(6) a fiduc~ !Dr the owner of !be soil; including but DO( limitcd to a panf'wt. trust=. executor, admiaim3.tor, receiver, or COI\SeTvatof ror th 
owner of the soil; or e 
(7) 1 f.unily member oft.be owner of the soil or reJ:a=i to the owner of !he soil by marriage. blood, or adoption. 

2!. RELEASES. Under the ccnditions contained in this pangnph md hngr3;1h 29, L::ss= auy at my time cx.ect~te znd deliver to the owner of 1hc iJ 
an~ place of record a re!e~ or relc:a.sc:s coYeri.ag my portion or portions of the I~ premises. aad thc:n:by surrender this I= as to sud! portion or portions, u.~ be 
rel1cved of all .sub~acnt obliptions ;1S to a.crca&e surrendered. If~ pan of this lease is properly sun=dc:=i, the dcby n:ntal due tmdet this lease shall be n:duc:ti 
by the _proportion that the S\UT'CldCTed acrea&e be3rs to the acn:ap which was covered by this le:l:sc immc.fta~ly prior to suc:h surrc:nder, however, SUCh rei~ will 
ooc rehcve L=e: of my liabilities which may have ~d under this lease prior to the suzrcudcr of such~ 

29. Fll..ING OF ASSIGNMENTS AND .REl.EASES. If all or my put of this lease is zssip:d or released. such usillJlllCI11 or release must be /'CI:Qrdeli. 
~e county ';'here the land is sitlWed,. md tbe =rded in.suument. or a copy ofchc re~rdcd instlamcutccnified by the Ccunty Qerl:: of the county in Which !be 111 

~ent ~ r=ordcd, must be filed in tbe General Lmd Office within 90 days of the last cxccutioa daJz: accompanied by tbe pr=:ribed filing fee. If any suc:b 
onslgnmenc LS not so filed, the righiS acquired under this lease slWI be subject to forfci~~~rc at !he option of !he Coll'llnis.sioocr of the General L.md Office. 

30. DISCLOSURE ~USE. All provisions pctuining to the lease of the above-dcsaibed land h.aYe been included in this instzument. including the 
st:llCtlltn! of the aue consideration to be paid for the execution of this lease znd the ri&)us md duties of !be patties. Aily colWcn! ~IS concaniag the 
development of oil md ps from r.bc leased premises which arc oot contained in this lease render this le3se invalid. 

31. FIDUCIARY DUTY. 'The ownCT of the soil owes the Sbt: a fiduc:l3ry c!aty md amst lWiy disc!osc my fxts Ufecting the Stau:'s intc:'CSl in die leased 
premises. Who the interests ofth.c owner of the soil conflict with those ofchc State, the owner of !he soil is oblipn:d CD put the State's iatm:sts before hU ~ 
intc:rcsts. 

32.. FORFEI11JRE. If Lessee shall fa.ii or reti.lse to malt= the paymeut of my sum wilhin thirty d2ys oa.tt=- it becomes due, or ifl.c:s:sce or ao authcriz:d 
~ent shoul~ knowingly make any false rerum or false report con=ing produaion or drilling, or ifLc:ssc:c shall faal or rcfu.sc to drill my offset wen or wells in coed 
fouth as requ1red by law and the rules and regulations adopted by the Commissioner of the C-=cr.l! Land Otfic:, or if U:s.se: should fail to file reports in the aunn.cr 
required by law or fail to comply with rula and rqula.tions promulgated by the General Land Of'fia, the School L.md Board, or tbe !Uilroad Commission. or if 
Lessee should refuse the proper authority a.:eess to the records pertaining to operations, or if!.== or ao 31lthoriztd agent should knowingly fail or refuse to &)ve 
com:ct information to the proper authority, or knowingly fail or refuse co furnish the Gcnc:r.IJ Land Office a com:c:t log of 3D)' well. or ifl.:sse: sh.alllmowin~ly 
violau: any of (he material provisions of this lease. or if this lC3Se is :wigned and the: wignment is DO! filed in the Genc:r.IJ Land Offic::: as required by law, me rights 
ac.quited under this lc:!Se shall be subject to forfe iture l:ry the Commissioner, and he slWI forfeit same when sufficiently informed of the facts which authorize a 
forfeiture. and when forfeited the at'C3 sh.:tll again be subject to IC3Se under the tcnns of the Relinquishment Act. HoWCYcr, aothing herein shall be construed as 
waiving the wtomatic rcmtination of this lc:!Se by operation oflaw or by =n ofarry special limitation wing hcn:under. Fomitun:s may be set aside and this 
le:ue and all ri ghts thereunder reins=.ed before the rights ofanothe~ intervene upon satisfa.c:ory evidence to the Commissioner of the Genc:r:tl l..md Offi~ of future 
compliance with the provisions of the law and of this lc:!Se and the rules and regulations that may be adopted relative herem. 

33. UEN. In ~ord:mce with Tcx.a.s NalW"::J Resources Code 52.136, the Stau: sball have a fim lien upon all oil and gas produced from the area covered 
l:ry this IC3Se to secure payment of :11[ unpaid roy:llty and other sums of IIlooey that may become due under !his 1C3Se. By =pence of this l=e, L=ee gr:lllts the 
State, in addition to the lic:n provided l:ry Texas Narur-al R=urc:::s Code 52..136 and arry otha applicable starutory lien, an apr= col1ll"Jal1allien on and s~ 
interest in all leased minc:rals in and cxtr='"..ed from the leased premises, all pro=:ds which may = to Lessee from the sale of sue!'\ IC3Sed minerals, whetllcr such 
proceeds are held by Lcs.sc: or by a third party, and all fixtures on and improvements to the lased pt'Cmiscs used in connection with the production or processing of 
such le;ued mimr:!l.s in order to seC"W"C rbe payment of :111 royalties or other amounts due or to bc=rne due tmd.cr this le:ue and to ~=payment of my daillaga or 
loss that Lessor may suffer by re:uon. ofL=c:'s bre=-'1 of any cov=c or condition of this lc::ue, whc>.hcr express or implied. This lieu and ~c:urity in~ i'c 
fo~losed wirb or without cowt proc..-,:dingl in the mannCT providc::i in rbe Tide I, Chapter 9 ofrbe Texas Bu:sin= and Commc:rc: Code. Lcs.se:: agree tha~dt 
Commissioner may require L=ee to execute and re1;0rd such instruments as may be rusonably oec.::ssary ID a.:Jcnowledge. ma.c:.'l or perfect this lien. Lesso&<tl~by 
represents that there are no prior or superior liens arising from and relating to L=ce's activities upon the above-d.c:saibcd propc:ty or from l..:ss«'s acquc;tioJ 
this le:ue. Should the Commissioner at any time detc:rmine that this repre:sctU.arion is not true. the !he Commissionc:r may dec:lar: this lease forfeited as provid•d 
herein. •••• • • • • •• 

34. POOLING. L::ssee is hereby gr:mtcd the right to pool or unitize the royalty intere:st of the owner of the son undCT this lease with any other lfaseg~ld 
or mincr31 inc=t for the aplora.tion. development and production of oil or gas or either of them upon me same t.enns :u shall ~ approved by the Sc.'lool ~ • • 
8oard :~nd the Commissioner of the General L.lnd Office for the pooling or Wlitizing of the intc:'C:St of the State under this lease pursuant to Tcxas Natunl Rcso~ 
Code S2..1SI-52.1S3. The owner of the: soil agrees that the inclusion of this provision in this 1= satisfies the cx=.Jtion requir=Jcnt.s stau:d in Tc::us Na.tuF. •• 
Resources Code 52..152. • • 

•••• 
35. INDEMNITY. Lessee hen: by rele:ues and d~es the Sure ofTe:us afd the OWllct of the soil. their offic.:::s, employ~ partners, age~ • • •• 

contr.lc[OI3, subcontr.u:tors. guests, invite::s, and their rcspcctive suc=ol'3 :~nd assigru, of ;md from all and any a.:tions and c:w.se:s of action of every narurl or olhcr 
ha.rrn, including :nvironmental harm. for which recovery of damages is sought, including, but oot limited to. all losses Jnd cxpcll.SCS whieh are eaused by the 
activities of Lessee, its office~ employees, :md 3gents wing out o~ incidenult.o, or resulting from, the oper.l!ions of or for U:ssee on the leased premises 
hereunder, or that may arise out of or be cx::::uioned by Lessee's bre:lCh of any o( the terms or provisions of this Agreement, or by any other negligent or saict.ly lia..b~e 
act or omission ofl.cs.see. Further, U:ssc: hereby agree to be liable for, cxoner.w:, indemnify, defend and hold harmless the Sta.t.c: ofTcxas Jnd the owner oftbe soil, 
their officers, e:nploye-..s and :1gents, their succes.sol'3 or assigns, against any illld all claims. liabilities, losses, damages, actions, p=onal injury (ineluding deW!), 
costs lnd expenses. or othc:r hann for which recovery of damages is sought, under any theory including tort, contr.I.C"-. or strict liability, ineluding :ux.omeys ' fc::s ltld 
other legll expenses, inc luding those related ro env ironme::'lt.al haz:uC.s, on the le:!Sed premise.s or in any w;ry rel;lled ro Lessee' s failure to comply with any illld all 
environmental laws; those Jtising from o r in any way related to Lase: ' s oper.uions or any other ofL::sse:' s activities on the lc:!Se:f premises; those Jrising ~m 
L:·sse:'s use of the sw-fac.: of the leased premises; and those that may arise out of or be OCC3.Sionc:d by ~·s breac.'l of:~ny of the ce.-ms or j)rovisions of thiS . 
Agreement or any other ac:t or omisSion of Lessee. its directo13, offic...-rs, employees, partners. agents, conaxtO~ subcontr3C:ol'3, guestt, invitees, and their respective 
succ:ssors :~nd ;usigns. Each :!Ssigne:: ofth i.s Agre:rne::'lt, or an inte~c therein. agrees co be liable for, exoner.u.e, indemnify , defe:td and hold hannless the State of 
Texas and the owner o f the soil. their offic.:r.;, employees. and agenu in the same m3Mcr provided above in coMection with the advities of Lessee. its offic:~. 
e mployees.. :~nd Jgent.s as described above. E.."XCEPT A.S OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 11IE Il'"DE~INITY OBLIGA TlOI'iS 
A.'iD\OR LIABILITlES ASSUMED ul'iDER THE TER.\15 OF THlS AGREEME.'IT SHALL BE WITHOtrr LrMITS A.-.."D WITHOtrr REGARD TO 
TH.E CAUSE OR CA USES TIIEREOF [EXCLUDfNG PRE-EXISTING CO/'i"DmONS), STRICT LIABILITY, OR THE NEGLIGE.~CE OF A.'IY PARTY 
OR PARTIES (fNCLUD!NG TilE NEGLIGE:"iCE OF THE !Nt>Dfi"1FIED PARTY), Wm:i"HER SUCH :"iEGLIGE:"iCE BE SOLE, JOL'iT, 
CONCURRE;','T, ACTIVE, OR PASSIVE. 



. 36. ENVIR?~";L HAZARDS. Lcssc1: shall usc the hi&he$1 dcp= oC care and ~I rasoaable sa[cpu~ to ~cnt c.onwn~on or poUution 0~ • • 

~Y cnvll0rune11W medium. mcludms soil. surbcc wuers, ~. sedimcn.ts, and surfx:e or subsu.rfxe strata. attlbu:::Jt &u- or my~ CIVU'Onmental~~~ccfiurn . 
m. on. or Wider, the leased premises. by JtJ.Y 'tW'Ute., polluont. or conamilw!t. Lusee slW1 aot brill a or permit to n:maiD oa the lnsed prc:nuses any asbestos 
c:onwninc nw.crWs, explosives. toxic ~. or subswlc:s ~tulaled as ha:atdous was:c:s. hzz:lrdous ~Mterials. b;t:ardous :substan~ (u the tam ~ 
Su.bsunce .. is defined iA the Comprehensive EAvi.ronmenw R.apoa.sc, Coa~pem~on md Liability Act (CERCLA),. 42 U.S. C. ~c:tioas 9601, ct seq.). or toxic: 
subsun~ under any (edcnJ.. state. or IOC3llaw or n:zu!atioa (""!Uz2rdous Ma.tcrials'"). cxc.ept ordiA.ary pn~duds c:ommollly used iD c:oaDCdloa wich oil and ps 
exploration md development operuions :u~d .noRd iD the usual mmncr and q~W~titics. LESSEE'S VIOLATION OF THE FOREGOING PROHIBmoN 
SHALL CONSTITUTE A MA. TElUAL BlU:ACH AND DEFAULT HEREUNDER AA"D LESSEE SHALL INDEMNIFY. HOU) BAR.'rll.LSS AND 
DEFEND THE STATE OF TEX.AS A.'llD THE OWNER OF THE SOD. FROM A.'llD AGAINST Ai'iY Cl.AL'\-lS, DA.~GES. JlJDGMENTs, P~AL TIEs, 
LIABrt.rrn:s, A.~ COSTS (INC.UDING RL\.SONABL.E A TTOR."fEYS' il:ES A.'llD COURT COSTS) CAUSED BY OR AlUSING OUT OF (I) A 
VIOLATION OF l1i'E FOREGOING PROHIBmON OR (ll) THE PRESENCE, REI.EASE, OR DI.SPOSAL OF A."'iY HAZARDOUS MATDUALs o~ 
UNDER, OR ABOUT TRE LEASED PRL'rfiSES DURING LESSEE'S OCCUP A. "'leY OR CONTROL OF THE LL\.SE.D PRE.'\ilSES. LESSEE SHALL 
CLEAN UP, RDfOVE, RE..'fE.OY A.'"D REPAIR A."'l'Y SOD. OR GROUND WATER CONTA.'HINATION A.~ DA.'rfAGE CAUSED BY THE 
PRESENCE OR R.E1.EASE OF ANY RALUUlOUS MA TElUALS IN, ON, UNDER. OR ABOUT THE LEASED PR.DOSES DURlNG LESSEE'S 
OCCUPANCY OF THE LEASED PRDfiSES IN CONFOR.'r!A."'lCE WITH THE REQLLRL"rlENT'S OF A2PUCABLE LAW. 'liDS 
INDL"rfNNFFCA TION A."'lD A.SSUMP'TION SHALL APPLY, Bur IS NOT UMITI:D TO, UABII.ITY FOR llESl"'NSE ACTIONS liNDERTAKE:'f 
PURSUA."'lT TO CJ:R.CIA OR ANY OTHER ENVIRONME'i'TAL LAW OR REGULATION. LESSEE SHALL D-Oa:DIA TEL Y GIVl.: THE 5rA n: OF 
TEXAS AND THE OWNER OF TH!: son. WlU1"l'L'f NOTICE OF ANY BREACH OR SlJSPECTED BREACH OF TinS PARAGRAPH, uPON 
LL\R.'IING OF TID: PRESENa; OF A."'iY RALUU>OUS ~TDUALS. OR UPON RECEIVING A NOTICE ffiOM A."'l'Y GOVER.'I'ME'n·.u. 
AG~CY PERTAINING TO HAZARDOUS~ TE.R.IALS WHICH~ Y AFFECT THE LEASED PRE..\1ISES. THE OBUGA TIONS OF LEsSEE 
HE.REUNDER SHALL StiRVIVl: THE J:XPIR.A TION OR EARLIER TER."rUNA TION., FOR A."'l'Y RE.ASON, OF THIS AGR.E.Dll:'iT. 

37. Al'PUCABLE LAW. This lase is issued ucd.cr the prvvisions oCT c::as Naunl R.c:sou.rc:s Code 52.171 thrcu&h 52.1 9Cl. commoDJy lcno""D u the 
R.clinquishmentAa, and otha ;appliQble .surur.es ;and amendments thc:reto, md if:~ny provision iA this le=: docs cot conform ID these s=tcs, the swuu:s wiD 
prevail over my oonc:onformiD& lase jm)visi.oas. 

33. EXECliTION. This oil and ps le3se must be signed ;md xtnow!edged by the Les.scc before it is filed oC record iA the =ty records and iA the 
Gcncr.U Lind Office oCche St.ue ofTc::us.. Ooee r.be filinc requimncnts round iA P~h 39 o(this lc::ue have been .sarisficd, the dfct::ive <We oCthis lease slWl 
be the date round on P'J.&c I. . 

39. LEASE Fn..ING. Pursuant to Cupcu 9 of the Tc:x:zs Business ;md Cornn:ac: Code. this lc::ue must be filed of record in the offic: of the CAunry 
Cleric in any county iA wruc:h 311 or :111y part o(the I~ premises is IOQted. and certified copies :hczeofmust be filed in the Gcne-:-31 Land Office. This lc:uc is not 
effective until a ccniiied copy of this lese (whic:!l is made and c:."tified by the County Ccrlc: from hls ~cords) is filed in the C...::;:,e-:-31 Lind Offic: in ;u::ord:u1c: wilh 
Tcx:u N:uur.U ~our= Code S2.UJ. Addilion3lly, this lc:lSe shall not be binding upon the St:ue unless it recites the 3=al :111d :rue ccnside~ion p:Ud or prcmisd 
for a ec:ution o( this lc::ue. The bonus due the St:ue and the pn::saibed filing fe: shall accompany sue!\ c::tificd copy to the Gc:nerJJ Land Offic:.. 

t=E£4Jrr~Po/ 
BY: Cla v Joh ns o n 

••• • • • • • • ~·--------~--~-------------
DATE:.--~~?51-~f:__--!-<t;J~-----•••• • • • •• • 

• 
ST.1iiJF1E<AS 
• • •• BY.· 

~~~.v~il~b+~~~~~~~~~~~~~~~ 

Mo.n 
D~cri~v•r---~~~~-U~----------------­• . •••• 
S1"~F1E<AS • • 

BY:~~-------------------------------
Indi'lidually and u 3g::u for the State ofTe:us 

D :ue: _________________________________ _ 

STATE OF~ 

BY:~-::---:------::----:---:---:::------:=---­
Individually :u1d as ;tgent for !he S= ofTc:x;u 

Brooks , President Tax ID # 
Due=--------------------=--------------

STATE OF TEXAS 

BY: ________ -,---.....,..,,....-----
Individua!Jy and as agc:;:,t fo r the St:ue ofTc:x;u 

Due:. _______________________________ _ 

IF IT BEARS THE .,.,,., A CERTIFIED COPY 
~OF THE COUNTY ClEAI( 

AffiST: /t2 · ?? ~J 

® 



STATE OF jQJ\L_G./(5 

COUNTY OF l hu arcc 
(CORPORATION AC'KNOWl.EDGME:m) 

BEFORE ME. the undcmpled mtbcriry, oa this day pmonally Jppe3l'Cd_--l.JwoUJ;;e:.._.M1.:1.1.b.uni.L.J.t~g~ou.um.~.~e=...L.r-:ly'-... B~r....._au..a..~.k.....:S.._ ______ _ 

lcn~wu rome 10 be the pc:soa wbcsc name is subscribed 10 die ro~10ia1 ~ u. __ ...:P:....::r:...:e::;.::s ..::i:..;d=e;.::n.:..t.;;_ __________ -..!of · · ~ :· 

(CORPORATION ACXNOWLEDGMENr) 

COUNTY OF ____________________ __ 

BEFORE ME. the wdcnir;ncd autboriry, oa this day pcnonally ~;~peaRd. _______________________ _ 

lalown 10 me ID be the pcnoa whose name is subscribed ro the !on:&Oia& ins1nmu:nt, zs, _____________________ of 

-;--::---------:---:---::-:-~----:~----,.....,..------:---,.....,..--:---:----:--:----::-:::-::~~~~d ¥Xnowlcd&cd 10 me th.u he =cuted the lmlC 
for the purpo~ and considcr:uioo dlc:re::.O ~d, io the apac:iry s=d., and u tbc aa and deed of said corporarioa.. 

Givm under my band m<1 sui of effie: this the. ____ day of ___________ _. 19 ____ . 

STA TE OF ___ 0..:......;:~ __ .;_::...;......::._ ____ -r------
COUNTY oF__._M__.._.r'"""''d/(-"-'--~--=.....:.._ __ 

~ 4 ;s-.. MONICA MARLOWE 
S /i'(j;;:~\ NOTARY PUBLIC 
il"!.\.~_r:; State of Texas 
·. ~'if.or·~:,_-.·~./ Comm. Ex p. 10 -30-99 

STATE OF ______ -::v:::~;:::;;::.,O;pfij,;;';..,. .... , ....... - .... --..w"'""'""""..,"-' "' 
COUNTY OF _____________________ _ 

Nobly Public iD and :Or _ _________ _ 

(L'iDIVIDUAL AC.ot0 \111..EDGME'il) 

• •• • • • •• • 
• 

•••• 
(D'iD lVID UAL AC!OIOWLEDGMEYI")• • • • •" 

• •••••• • • 
Befo re me. the undersigned :1uthoriry. oo this day pcrsonally l ppc::ln:d. _______ ___________________ _ 

known to me to be the~ persons whose names are subsc:ibed to the fon:~oing instrumot. and aci::lowledg:d to me :hat they executed :he same fe r the ?uti'Os:s :llld 
considcntion thc:n:in cxpre5Sed. 

Given under my hand :10d seal ofoffic:= this the _______ day o( ______ _____ _____ ~ 19 ____ _ 

NctJrY ?-.:!:lie in :llld ~or ___________ _ 
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EXHIBIT "A" 

ATTACHED TO AND MADE A PART OF THAT CERTA_D.i OIL AND GAS LEASE DATED JULY 
17, 1998, BY AND BETWEEN MONTEBEV, INC. AS LESSOR, At"'ID CLAY JOHNSON, AS 
LESSEE, At'ID COVERING 640 I'."ET iviTNERAL ACRES, MORE OR LESS, ALL IN CULBERSON 
COUNTY, TEXA.S. 

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 th~ end of the primary term hereof, wh ichever is the later date ; and thereafter 
carry on the continuous drilling program unt il all prorat ion 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 wel l. Should Lessee fail to commence the continuous drilling program or subsequently defaul t 
in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, 
save and except fo r the proration units surrounding each well then producing. capable of producing or 
upon which operations are be ing conducted. The term "proration un it" 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 terrn "commencement" shal l mean that point in time when 
the pertinent well is spudded and the term "completion" shall mean the date upon wh ich 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. ·ocwithstanding 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 th is lease for purposes described in paragraph 
1 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 o r transportation of o il 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 perrnined in this lease shall be the termination or partial termination of Lessee's rights 
under the lease as provided above . 

In conducting suc h continuous drilling program. Lessee shall be entitled to accumulate and later use time. 
if any, saved betvveen well s, 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 'vvell. the portion 
of the prescribed 180 day period no t used may be carried fo rward and added to the period between 
subsequent wells. 

IF IT BEARS THE .,., .. A CERnFJEO COPY 
~OF THE COU~RI( 

ATIEST· ,42 -?~ 9"% 
~ ~~:1~~COUD. COUNTY CLERK 

~BY ZZ:~~ 
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Ceaeral uad Omce 
Jtdlaqauluaar Acr Le.ase Form 
Renscd, Scprember 1997 

PAID UP 
on. AND GAS LEASE 

(Oive ~Address) 

1. GRANnNG CLAUS~ For and il2 c:omidc:r:Jtioa o(tbe JIDOUiltS st3W1 bdow and o(thc c:ovenants and qrecmcnts ID be paid.lcept md pcrfoi'!Zied by 
l..cs:s=: under crus lease. the Stat~: ofT cxzs xtinc by and throu&.b tbe owner o( tbe soil bc:reby crmu. leases md lets UI1ID Lessee., fOr the sole and only purpo:u of 
prospc:~c md drillinc for md produ.ciq oil 3Dd ps. layinc pipe lines. buildinc Wiles, =riDe oil md lNildinc power swions. lldcpboa.e rmcs and ocba muc:az.es 
thacoa. to produce, szve, l3lc.c: =of. tt=r md nnsport said products oftbe lease. the foUowinc laad.s s~ in cu 1 he rson County, Sb!e 
o( T c:::us. to-wit: -

Block 100, Public School Land Survey 
Section 8: All 
Section 9: All 
Section 16: All 
Section 17: All 

conlaining 2 , 5 6 0 aae:s, more or less. The bonus eonsider:ltion paid for this !e:JSC is <IS follows: 

To~cS~ofT~: __ 7S~e~v~e~n~t~e~e~n~_T_h_o~u __ s_a_n_d ___ T_w_o ___ H_u_n_d __ r _e_d __ E __ i~g~h-t_y~-a-n_d ___ N_o_/ __ l _O_O_-_-_-__ - ___ 
Doll :us (S ___ l.._7-'-'-' ..,2._,8._,0.._._. -"'0_,.0'------...J 

To the owner of tbe soii: _ _::S:..:;e:;-v.:...::::e.!;nwt;:.:e=-.::;:e;...!,n!.-T~h~o::.:u~s.:::a~n,!.;d~_.T'-'w::...o"'--'-H.o..;U=n-=d:...!r:...:e=d---:E:::..:.i .::~q.:.h::...t::..V.r..__..:a:.:n~d--=-N.:...;o::..!../..:1~0=-0=------­
Dollan (S __ __.J_7'--A. • .&..2 .... Bu.O..~...o-..._.0...._0.____,> 

••• 
••• •• • Towbonuscoasic:!c=tioa: Thi r ty-fou r Thousand Five Hundred Sixty and No/100 
•... DoHan (S 3 4 , 56 0 • 0 0 l 

• • • 
Tb::tow• bonus eonsidc:r.l.tioo paid n:pr=ts 3 bonus of._· .,----=F,..i,..f---=t,..:;y::---f_o_u_r_~a-n_d_N_0_/_1-::0=-0....,.-,..-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_ 
__.~-------------Dollars (S 54 , 0 0 ) per=. on 6 4 0 net ac-es. 
• • • .. . . . 
• • • l. TER.\i. Subje~ to the o~cr provisions in ~is lease, ~is IC3Sc shall be for a t.c:m of F j ve ( 5 ) years from this d= 

~ert~nC.:lllcd 'primary t.crm") and as long thereafter :lS oil and ps, or either of~cm, is produ.ced il2 paying quantities from said land. 
As. usca in this !case, the term 'produc:d il2 payinc quantities' = tb.u the n:ceipts from the sale or other :wdloriz.::d co=ial u.se of the subsunc.:(s) covered 
cr.c;;d 0111 of pocket opentional apenscs fer the six months last put. • • 

*~fl. •Exhi bit "A" attached f~r Pd-Up Delay ~ental Prov~s~on shovn as Para~raph #40 

u or iu suc=sors (wllic:h shall continue as the depository n:gaNJess of 
said land), the amount specified below; dition, L=ee shall pay or tender to the COMMISSIONE..':t OF TI-lE GENERAL xmw"'1t:l:-r 
TEXAS. AT AUSTIN, TEXAS, a like sum oo o~ SOlid date. !"3ymcnu under this p~h shall opc:a.t.c u il rcn~IDU 
the commenccmenl ofa weU for one (1) ~ar from sai P:1ymcncs Wider this pang;rapb shall be in the folio · 

To the owner of the soii: ________ ...::::.......,:::-----::::::-.....O:::~--:-------------------
Dollarl (S_------------------------~~:;__---------' 

Tothe S~ ofT~=------------~~~---~~~--~---------------------------
Dollllrl (S _____________ -=,......:::::;.__ ____________ __:::"""""'=:;:---J 

TowRen~=~~--------~~~------------------------~~~-----------------------------
Dollllrl (S ____ ...._..,,......=.------------------------------' 



. 4. PRODUcnON ROYAL TIES. Upon production of oil and/or gas. ~e auc.es to J?aY or cause to be paid one-half {112) of the royuty 
provt~ed for in this lease to the Conunis:sioner of the Gcnc:ral Land Offic:c of the State of Texas, ill Austin, Texas. and one-balf ( 112) of S\lc:h royuty to the owner ( 
the soal: 0 

(A) on.. Royalty pzya.ble on oil, whi~ is defined as including all hydrocarbons pnxluc:cd in a liquid fonn at the mouth of the well and also as 
211 condensate, distillate, and other liquid hydrocarbons ~vercd from oil or gas run throup a separator or other equipment. as hc:n:inaib:r provided, shall be: 

3/16 part of the grou pro~.ion or the awlcct value thereof; at th.c option of the owner of the soil or the Commissioner oftbc 
General Ulld Offic:c. sueb value to be: dctcnnincd by I) the highest posted pri~ plus premium, if any, offered or pahl for oil, condensate, distillate, or othcT liquid 
hydrocarbons, ~c:tiveJy, of a like type and gravity in the g-c:ncral area where produc...-d and when ran, or 2) the higbc.st marlc.ct pric:c thereof offered or ~d iu the 
general area where produc:cd and when nm, or 3) the grou proceeds of the sale thereof; whic:hcver is tbc grater. Less= agrc-..s thill before my gas produced from the 
leased premises is sold, used or pro=d in a plant, it will be run free of cost to the royalty owum through an ad~uau: oil and gas sc;rantor o( c:onYentiona.l type, 
other equipment at least as efficient, so that all liquid hydrocarbons rccovaable from the gas by S\lch me3n5 will be =vc:red. The requi=cnt that S\lc:h ps be: nm or 
through a separatOr or other equipment may be waived in writin& by the royalty awners 11pon such t=s and conditions as they prescribe. 

(B) NON PROC".:.SSED GAS. Royalty on my ps (mcludin& flared ps), which is defined as allhydroc:arbons and pseous Sl.lbstances aot dcfiDcd 
as oil in Sl.lbparagraph (A) above, produced from any well on said land (except as provided bc:rein with respect tops processed in a plant for the atra.c:tioa of 
gasoline, liquid hydrocarbons or othc:r pnxtu.cts) shall be 3/16 part of the puss production or the maclcet value thereof; u the optioo of the 
owner of the soil or the Commissioner of the General Land Office, such value to be based on the hi~c::st awlcct pric:c paid or offered for ps ofccmparable quality in 
the gcncr.U :u-ea wbere pro<iuc:cd and when nm, or the gros3 price paid or offered to the produc:cr, wruchevc:r is the giC31Cr, provided thill the maximum p~ base 
in measurinc the cas under this lease sJWloot u my time exceed 14.65 pounds per squa:e inch ibsohm:, acd the standard base tcmpc:ran.= sba1l be sixty (60) 
dc:gr= Fallrcnhcit, correction to be: mad.c for pressure accord.inc to Boyle's I...lw, and for specific pavity accoramc to tests made by the Bala.nc:c Method or by the 
most approved method oft=tin& bc:inc used by the indusny at the: time oftestin'-

(C) PROC"'..SSED GAS. Royalty on any gas proeessed in a gasoline plant or other plant for the reeove:y of gasoline or other liquid hydroc:arbons 
shall be 3/16 part of the residue gas and the liquid nydrocarllQns atract=d or the: marltet value thereof; u the option of the 
ownc:r of llle soil or the Commissioner of the Gc.'lc:ral Land Office.. All royalties due bc:teio shall be based on one hundn:d pcrt:..-nt (1 00%) of the total plant 
production of n:sidue gas aaributl.ble to gas produc:cd from this lease, and on fifty pCTCCnt (SO%), or that pm:cnt accruing to l.c:ss~ wb.ic:hcver is llle grcatc:T, of the 
total plant production ofliquid hydroc:arbons amibutable to the gas produc:cd from this lc:asc:; provided that if liquid hydrocarbons an: recovered from gas proc::ncd 
in a plant in which Less~ (or its parutt, subsidiary or lffiliatr:) owns an intercsl. then the pc:r=tage applic:lble to liquid bydro~ons shall be ftfty pc:rc:cnt (5~/o) or 
the: highest pcrc:nt ac..-.uinc to a third party proc:cssing gas through such plant undc:r a proc:ssing agreement oegotiaD:d at mn's length (or if there is no such third 
party, the highest pcrc=c then being spcciilc.d in processing agreements or cootrac"".s in the industry). whichever is the~· The respective royalties on ~idue ps 
and on liquid hydrocarbons shall be dete:mined by 1) the highest marlc:t pric:c paid or offc.'"Cd for any gas (or liquid hydroc:xrbons) of comparable quality in tbe 
general area. or 2) the gross pric:c paid or offered for such residue gas (or the weighted a:vcrage gross selling price for the respective grades of liquid hydrocarbons). 
whic.ltc:ver is the greater. In no c:vau, howevc:r, shall the royalties payable under dl.i.s paragraph be less than the royalties which would have been due had the gas not 
been processed. 

(D) OTHE..~ ?RODUCTS. Royalty on c:llbon blade:, sulphur or :my other produ= produc:=d or manufac:ur:d from gas (ac:pting liquid hydrocarbons) 
whether said gas be •casinghead, • •dry, • or ;ury other gas, oy fractionating, burning or any other ;:m:=sing shall be · 3/1 6 rwt ~the 
gross production of S\lc:h products. or llle market value Ill erect; at the option of the owner of the soil or the Commissionc:r of the General Land Office, sue~~! 
value to be: determined as follows: 1) on the basis ofllle highest market pric: of eac!:l product for the same month in whic!l such product is produced. or 2) o.n,.fll; 
basis of the average gross sale pric:c of c31:.'l product for the same month in which suc!l products lire produc:cd; wbich.:vcr is the grc:-.:u.c:r. : • • • • 

S. MINIMUM ROYALTY. During any ye:lT after the expir:uion of lllc: primacy tcr:n of dlis le:l.Se, if this lease: is maintained !:>y production. the royafti~ 
paid under this lease in no event shall be less than an amount equal to the total annual delay rental h=in provided; otherwise. there sh:ill be due and payab~·~· or• 
before the last day of the :nonth S\lcc:eding the anniver.oary dille: of this l=e a swn :qual to the total mnual n:ntal lc:ss the: amount of royalties paid during lfle • • 
pre::.eding ye:lT. lfPar:tgr:~ph J of this IC:lSe does not specify a delay n:nt:U amount. then foe the pwp0$es of this paragraph, the delay rental 3:mount shall be ~o~ • • • 
dollar (SLOO) per acre.. •• • 

• 
6. ROYALTY IN KIND. Notwithstanding my other provision in this l=e. ill my time or from time to time. the owner of the soil or the Commissiotltl* • 

of the General Land Office may, ill the option of either, upon not less than sixty (60) days notic:c to the holder of the lease. require thill the payment of any roy"¥1W_• 
ac:=:uing to such royalty owner under this lease be made in kind. The owner of the: soil's or the Comroissioner of the C..:nc.--:U Llnd Offic:c's right to take its ~jplty ·~. 
kind shall not diminish or negate the own.c:r of the soil's or the Commissioner of the Gc:nc:ral L:md Offic:c's rights or Lc:ss='s obligarions, whether express or ~!t:ft: 
under this lease. 

7. NO DEDUCTIONS. Lesse: agrees that all royalties accruing under this lease (including those paid in lcind) shall be ~thout deduction for the cost of 
producing, gathering, storing. separating, tre:u.ing, dehydrating. compressing. proc=ing, tr:lnSporting, and otherwise malcing the oil, gas and other produc:s · 
hereunder ~y for sale or we. ~ ~ to compute and pay royalties on the gross value rec:cived, including any re!mbursemc:nts for se-vc:ranc:c taxes and 
production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any g:J.S as may represent this lease's proportionate sh=: of m y fuel used to . 
proce.ss gas produced hereunder in any proc:e.ssing planL Nocwithsunding any other provision of this le:J.Se, and subject to the written consent of the owne: o f Ill~ soal 
and :he Commissio ner of the Gc:ncr.l! L3nd Offic:c, Lessee m.1y rcc;ycle gas for gas lift purposes on the le:J.Sed premises or for inj ection into any oil or gas ?

1
roducmg 

fonna1ion underlying the leased premises mer the liquid hydroc:1rbons contained in the gas have be:n removed; no royalties shall be payable on t.he recyc.ed ps 
until it is produced and sold or used by L=ssc: in a manner which entitles the royalty owner.. to a royalty under this lease.. 

9. ROYALTY PA YMEYTS A.'.fD REPORTS. All royalties not taken in kind shall be paid to the Commissioner oftbe General L=d Offic: lt Austin. 
TexJ.S, in the following manner: 

· . · · · th T R · Rul tJ "d th·• royalty on oil is due Plyment of royalty on productaon of oil and gas shall be as provtded 10 the rules set forth 10 e ex:J.S eg1ster. es C".JZTCn Y prov1 e .... . d 
and must be received in the General L3nd Of!ic:c on or before the 5th day of the: second month succ..--:ding the month of production. and royalty on gas IS due_ anfth 

. . • d" th th f d . . d oy the affidavit 0 e must be receaved m the General L3nd Offic:c on or be: tore the 151h day of the second month S\ICC:Ce ang e mon o pro ucuon, ac:compan1e . . . of 
. . t and dlsposauon 

owner, manager or other authorized agent, completed in the form :10d manner prescnbc:d by the Gc:nenl Land Offic:c :1nd showmg llle gross amoun . d" ·u·on 
. fi . ... producuon. asposa a.JI oil :md gas produc:d and t.he m:ll"lcet value o f t.he o il and gas, together w1th l copy of all document.s, records or re;JOI"'..s con annang ure gross 



and market value _including gu meter n:adings, pipeline receipts, gu lme n:ceipts and other c.bccla or mc:mormda of amouot produ~ and ~ut into pipelines, tanlcs,. 
or pools and gas hnes or ps sto~ and any otha n:pon:s or n:eords which the Genc:ral Laud oma may require to verify !he p-oss producuon, disposition aad 

• manet val_uc.. In all QSCS the authority of~ ~ or qent to ac:t for the I..csscc berein must be filed ill the Gc:uc:ral Land Office.. Each royalty p~ shall be 
acc:cmpanaed by a dlec:lc stub, schedule, summary or ocher remittance advic:.c sbowiDg by tbc assipd Gcnenl Lmd Office lease nwnbet the amoWtt of royalty be. 
paid one~ lea= _It Lessee pays his royalty oa or before thirty (30) days a&:r the royalty payment was due, tbcD I...essee awes a penalty ofS% on the I"Dy.lty or Ill& 
~-~· _whachcver 1S p-=ter. ~royalty payment whicb is over thirty (30) <b)'s lvc shaJJag;ruc a pco.alty of 1o-~ of the roy2lry d~ 'x," W.OO whic:bcTc:r is~­
In addauon to a penalty, royalties shall a.c;aue intc:n:st a.t a rate of 12% per yur; suc:h izu1::rest will bq1D ac;auing when the royalty IS stxry (60) days OVWuc_ 

A!fi~vits omd supporting documents wbic:h aro: DOt til~ when due shall iD~:Ur a penalty iu m amoum set by tbe General Land Offi.:c ~rule 'WhiQ is 
etfec:Uve on the cWr: whe11 the: affidavits or suppo.rting doc:umcua were due.. lbc I...essee sh.al.l bQr 311 n::sponsi'bility for~~ or ca:u.smg royalties to be paid D 

pi"C3Cribed by tbe clue daD: provided herein.. hymcm oC the ddinqocnc:y penalty shall iD DO vny op::-= to prohibit the: Sta1c's riJhl oC Corfeitute as provided by 1zw 
nor xt 10 postpOne tbe dale oa wbicb royalties 'lli'C1: origiully due.. Tbc above pc.nalty provisions shall aot apply iD cases of tide cfisputr: ~to the 5ta.tn .POrtioa o( 
tbe royalty or to dial portion of the royalty in ~ ~ 10 tm aurX:t value. 

10. (A) RESERVES, COl'ITRACTS AND OTiiER RECORDS. Lessee sh.al.l mnually tbmish tbc Commissioner oCthc Gcncnl Land Office 'lrith 
its bc:.st possible cstima.tc o( oil and ps rcsc:vcs ~mdcrlyin& th.illcase or allocable to this lease and shall!Umish said Commissioner with copies o( all eon~ IIDda 
whic:h p.s is sold or proc:c:sscd md all subscqDCZil ~ and amendments to suc:h c::oacrx:s within thirty (JO) days uta c:ntcring inlo or malting~ ~ 
&grccncnts or mxndmcnts. Such c:oatnd! :md ~ when rec:eivcd by tbc GcDcnll.aad Office shall be bdd iu coafide.ou by thc Gcncn1 Lmd O!!ia: lllllc:u 
ochc:wi.se ~rized by Lc:s.scc. All ocba eoatt1ld:S and =rd.s pc:rtaillin& to lbc pnxtuc:tion, tnmporu.tion. sale md awb:tin1 of the oil md ps produced CCI ~d 
premises., iuclvding tbe boola~ ac=unts., ~ipt:s and disch.arlcs o(all W'ells, tmJcs.. pools,lllda"S, md pipc1.inc:s shall • ~ times be subject 10 impc&;tioa 3Ad 
e:x=Unation by the Commissioner of the c~ Land Ot!ic:c, rbe AttDmcy Gcnc:raJ. the GoY1:rllCZ", or tbc n:pn::scmative o( aay of tbcm. . 

(B) PER.. \.fiTS, DRli..L.ING RECORDS. Wrincn DOtice of all operations pc Ibis lc:lSC shall be submiaJ:d to the Commissioner of !he CiCDaaJ 
Land Office by L=cc or opcr.UOC five (5) days before spud eWe, worlcovcr, rc-cnay, tl:mpo=Y abandoruncnt or plug and abandonment oC any well or wclls. Sucb 
written ootice to tbc Gcncr.U Land Office shall iuc.l'udc copies of'!Uilro&d Commission forms for applic:arion to drill Copies of well CI::Sts, 'COmpletion repons •d 
pi u Qin g reporu shall be sup pi i~ to the Gcncr.U L:rnd Otfi.:c a.t the time tbcy 3l'C filed with tbe Tens lUilroad Commission. All ;ap plicarlons, permits. repons or 
ocher filing:s that ~fen:oce this lease or my spec:ific wen on th.e leased premises mel that are submia:d to the Texas Railroad Commission or any other go~taJ 
agency shall include the word "Sta.tc• iu tbc title.. Additionally, iD ac:cordance witb R..Wroad Commission rules, my sip~qe on the lQSCd ;:wemises for the pwpose of 
identifying wells, tanJc baa.cries or otbcr associan:d U:nprovcmcnu to the l.uld must aJ.so iucludc thc word "Sta.D:. • Leslce shall supply the General Land Office with 
any n:CQrds, rncmor211da, xeouou, reports, cuttings :md cores, or ocher iuformatioa relative to the opcra.tioo of the a.bove-dcscribed premises, whic:b may be 
requested by tbc Gcnaal Land Offic:c, ill addition to those bc:rciu expressly provided fw. L=e siWl ~ m eJcctric:;ll md/cr ndioactivity survey made oa lhc 
bon:·hole set:tion. from the base oftbc surfa.c:c casing 10 the 10t1.1 depth ofwdl, ohll wells drilled oa tbc above described ptemiscs and shall translnit a true copy of 
the log of QCb sW"Vcy on e:Jc:h 'In: !I to the GcncraJ Land Office wi tb in fi.ftten ( 1 S) days ztter tbc rnakin~ of said surv cy. 

(q PE-lAL TIES. Lessee shall incur a penalty whenever reports, documents or other ma.t~:rials are oot filed in the C-ccnl Land Office when 
due. The penalty for lau: filing shall be set by the Genenl L.lnd Office administtuive rule wtlic:b is effi:ctive on tbe date when tbe materials wen: due in tbe Gcnenl 
Land Office. 

11 . DRY HOLE/CE.SSA TION OF PRODUCTION DURING PRIMARY T"ER.'vt U: during the primary tcm hereof and prior to discovery and production 
of oil or gas on said laud. U::s.s« should drill a dry hole or holes thereon, or if during the primaly tenu hcn:ofand aiterthe disa>vcry and ac::uaJ production of oil or 
gas.~ the leased premises suc:h production tbereofshould =from any c::wsc, Ibis IC3SC shall not tmninau: if o n or be:orc tbe expir.uion of sixty (60) days from 
dlz& ~ ~plction of said dry hole or cessation of produc::ioa Lessee commences additional drilling or reworlcinc opcr:Wons th=n.. or pays or tendc:s the ncxt 

a.nuv~ .delay rental in the same mannc:- as provided io this lc:asc. U: during the last r= of the primaly tenu or within sixty (60) days prior thereto, a dry hole be 
c&.~ oand abandoned. or the production of oil or ps should c= for any ClUSC, Leslc:'s rights shall remain iD !WI for= and effect without IUnher opc;arions 
untiJ the•expir:Won oftbe primary te."lJl; a.nd ifLcs:see bas not resumed production in paying quantities ;u the expir.tion of the prir=ry tetn~. Lessee may maioclin this 
le;sc by c:onductin~ additional drilling or reworking opcr.Uions pwsuiltlt :o P~h 13, using the expintion of the primary term as the dau: of cessation of 
,ro~~n under ~ph 13. Should the fun well or any subsequent well drilled on tbc above dcscibcd liltld be CQmpleted as a shut-in oil or gas wdl within the 
p;\~~term heT'CQ( l...c.ssee may resume paymet~t of the annual t=ul iu the same manner as provided bcn:in on or before the r=taJ paying daLe following the 
ri~V";a"'n of sixty (60) days from tbe date of c;ompletion of such shut·iD oil or g:u well and upon the fail= II) male= sue. "a payment, th.il l=e shall ipso fildu 
clrmii\Jtc. lf :u the c:xpir:nion of tbe primary tc:rm or iltly time thete:lftcr a shut-in oil or ps well is IOQte:i on the IClSed prcnisc3, payments may be made in 
ac~rdiltlce witb the shut-in provisions h=t: 
•••• • • 
•• •• 12. DR!LllNG A.'ID REWOR1CING AT EXPrRATION OF ?RL'.tARY TB..-.l U: a.t <he expir31ion of the primary te:m, ncitha oil nor gas is being 

• i~dUL':d on said land. but L=cc is chen =:1gaged in drilling or n:worlcing ope:-:uions thereon, this le= shall =.ain in fore: so long as opcr.uions on said wdl or for 
~TJ!.:S or reworking of a.ny additional well are proscC'.Jted in iood fai th ;and in-woricmanlikc: maMer without intemsptions touling mon: than sixty (60) days during 
a.ny one sucb opention, and ifthcy result in tbe production ofoil311d/or r.u. so long thereafter as oil and/or g:u is produc...-d in paying quantities from said land. or 
paymen t of shut· in oil or ps well royalties or c:ompcnsa.LOry royalties is made :u provided in this lC3.Se. 

13. CESSATION, DRlLLING. AND REWORKING. U: after the expir.uion of the prinwy tam. production o f oil or ps from the leased pr=aiscs. alter 
once obtained, should cc:~.Se from a.ny cause, this le:ue shall not tcnnirw= if Leslc-e comrnence3 additional drilling or reworlc.ing opentions within sixty (60) days 
after such ce:ss3tion, md rilis l= shall =.ain in full for.:c and etfect for so long as sue.i oper.uions continue in good faith and in woricn.an.Jik.c IIWllltt wirboUL 
interruptions tocaling mo~ than sixty (60) days. If suc;.'l drilling or reworlc.ini oper.uions result in the production of oil or gJS, the lease shall n:ma.in in full fore:: md 
effect for so long as oil or gas is produ~d from tbe le3Sed premises in paying quantities or payment of shut·in oil or zas well royalties or payme:u of compcnsa!Dry 
royalties is made as provided hen: in or as provided by law. If the drilling or rcworicing operations result in the CQmpletion of a well as a dry hole, the (C3Se will not 
terminate if the Less~ commences additional drilling or reworking o pcr.u.io ns within sixty (60) days after the completion of the well as a dry hole, a.nd this leJSe 
shall remain in effect so long u Lessee continues drilling or reworking oper:u.ions in good faith Jnd in l worlcmanlilce m31Uler without intemlptions toi.1ling mo~ 
than sixty (60) d.:lys. Lessee shall give written notice to the General Utld Offi~ within thirty (30) days of Jny ccss:uion of production. 

14. SHtiT·lN ROYAL TIES. For purposes of this p3t':lgl"3ph. "well" me:uu any well that has be:n assigned a well number by the sute agency havin_g 
jurisdiction over the production of oil and gas. lf. at any time lfter the eXj)ir:uion of the primary ttm1 of a lc:ue that, until being shut in, was being maintained .111 

forc.c Jnd effect, a well c:~pable of producing oil o r gas in paying quantities is loc:ucd e n the lc=d pre:nises, but oil or g:u is not being produ~d for (3ck ofsuauble 
production fac ilities or lack o f 3 suitable market. then Lessee mly pay as a shut· in oil or g:u royalty ltlliTIOunt equal to double the 301\Ual rental provided in the 
lease, but not less than S 1.200 a ye:Jr (or e3ch well c3pable o f producing o il or gu in p3ying qu:10titics. If Plt'lgr.lph 3 o f this le1o5e~ ~~a del3y rc:nol 
amount. then for the purposes o f this par.1gnph, the dcl3y ~ntaJ amount shall be one dollar (5 1.00) per acre. I!'~!IHlfVS~tn~htlf~IStil<or glS royalty 

ATTEST: IQ -~ - 7&' 
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must be paid on or before: (1) the expiration of !be priawy c=n. (2) 60 days after the U$see ceases to produce oil or zas from the leased I'I"Ctnises. or {3) 60 days 
af'..er ~e ~~plctcs oa drillinc or rc:worXin& opcn.tion in 31CCCrcW!cc with the lease provisioas; wftiehcver date is loatest.. S~ ~oayment s!WI be: awk ooc-ha.lf(l/2) 
to the C~mnlls.sJoner of the General L.md Office md one-half (1/2) to the owner of the soil. It the sbat-in oil or~ /'0)'3lty IS pa.ui, the leoa.sc shall be considered to be: 
a produCUI& lease oand the poaymcnt shall c:x1rnd the tmn of the lease fot a period of one year from the end oftbc prunary tcm:t. or from the lim day of the month . 
followinz the month in whieh production ccasetf. md, after tlw, if no suitable production !xilitic or lUiuble marlcct for the oil or ps aisu, Lcs.sec may c.u=d the · 
lease for four more lUCUS.Sive periods of one (1) yar by payinz the same amount each ye:v on or befc« the cxpintion of cxh sbut-in ye:u-. 

15. COMPENSATORY ROYALTIES.. ~durin& the period the lease is lcep1 in ctrca by payment of the sbut-in oil or ps royalty, oil or psis sold and . 
deliv~d ~ pa~c q~titic from a woen JOQLed wilhi.n ooc thoas:md (1,000) kct o(lbc leoased pretniscs md c:oo1pletcd in 1hc same producinz rc:scr.-oir, or in my ... 
case Ill whi~ dninag1: IS occuning, !be rizbt to conrinuc to aWmoaln the lc:ase by p2Yin& !be shut-in oil oc ps royalty shall =e, but the lease shall n:main effi:~· ·. 
for the renwndcr oftbc year for whic:b the royalty w bcc:n paid. The Lessee ID2Y rnaU:icWl the lcoa.sc foe four more suc=ivc y= by L= P-ria& eo~ · 
royalty _u thc ~y~ty rate provided i.a the lease o( the !DMicet nlllC of prodw;tion from the weD causiDc the ~ or which is completc1J in the same producinz 
rcservou- and Within one thousand (1,000) fe:t of the l~d prc:niscs. !be compensatory /'0)'3lty is CD be paid monthly, ooc-half{I/2) to the Commissioner of the 
G-eneral Ultd Office an<l ooc-ha.IC(l/2) to the owner of the soil. bc:fimUnc on oc before tbc last day o(tbc month followin& tbe montb in which thc oil or :u is 
produced from the wcll eoausinz the dninace oc tb3l is complct=i in the soamc producinc rc:sc:rvoir and loc:aD:d witbin one thousand (1 .000) f=t o!the lcascd Premises. 
If the compensatory royalty paid in ¥fY 12 -mon.th period is in m amount less tb.aD the a:nnual sbat-in oil oc gas royalty, Lcss.ce shall pzy m amouat equal to the 
difference within thirty (30) d2ys from tbc end o!the U-month period. Compensatory toy31ty paym.c:ms which arc oot timcfy paid will accrue penalty md intcn:st i.a 
accordoance with Paragraph 9 of this !case. Noac ofth.c.se provisions will ~licve Lessee oCtbe obliptioa ofrc:JSOila.ble development nor the o bliption to drill offset 
wells :u provided in Tc:xa.s Nai.Ur31 Rcso~ Code 52..173; b.owev-er, a the dctcrnUnatioc of the Commissioner, and with the Commissioner's written approV31, the 
payment of ccmpc:nsatory royal tic can saris:1)' the obi i plio a CD drill o ffs~t wells.. 

16. RETAINED ACREAGE. Notwithstanding :111y provision of this lease to the co11tr3ry, after a well producing or apable of producing oil or gas has 
been CQmp!etc1J on the IC3Sed prcmi.sc:s, Lessee shall cxen:ise the diligcnce of a reasonably prudent opc:nzor in drilling suelt additional wcll oc wells as lila}' be: 
r=sonably nc=ary for the proper ckveloprnc:nt of the leased prcmisC3 and in marlcctinz the produa.ion thereon. 

(A) VERTICAL. In the e-vent :his I= is in force acd eifc:ct two (2) yc.an after the exrir.uion date of the primary or extended tc:m it shall then~ 
a.s :o all of the leased premisc:s, EXCEPT (1) 40 = surrcundiD& C3l:!l oil well C31'able ofproduc:.Og in p3Ying qumtitic and 320 =surrounding eac:b ps well 
C31'able of producinz in paying quantitic (m<:luding a shut-in oil or ps well as provided in P3n.graph 14 bc:rcof). oc a well upon which Lc:sscc is then eng.:1ged in 
continuous drilling or rcworlcing opcr.ltions, or (2) the m.anbcr of acres included in a producing ~led unit pursiWlt 10 Tc:us Narural Rcso= Code 52.151-
52.153, or (3) sucll greaLCT or les.scr number of= as may then be: allocated for production purposes to ;a proration unit for e::u:h sudt producing wcU under the rules 
and reg-.Jlations of the Railroad Commission ofTcx.u, or arry su=r :agency, OC' other govemmcnt:U authority having jurisdiction. If at any time 3ftu the etrec:tM: 
date of the partial tcnnination provisions hereof; the applicble field rule~ c:lla:nged or the :-orc:U or wells 10<:3ted tb=n 3re reclassified so that less acrc:~ge is 
the:~ alloc:3!c:d lD said well or wells for production purpos~ this !eze shall thereupon tenninaxe as to all ac:-cge not the==fter allo=tcd lD said well or wells for 
production purposes. Notwithst:lading the :c:n:n.ination of this l=e :u :o 1 portion of the lands covered hereby,~= shall acvertheless conti.oue to have the right of 
ingress 10 and egress from the: lands still subj~ to this le:ue for aJJ purposes dcsaibed in ?aragr.lph 1 hereof; together with easements and rights-of-way for existing 
roads, existing pipc:linc.s and other existing facilitic on, over and :=os.s all the lands d~"1Ded in Pangraph I hc:reof("the re::ained lands"), for a.c:=css to and frotn the 
retained lands and for the g athering or tr.msporu.tion of oil. gas :111d otbc:- :t~inc:rals produced from the retained lands. • • • • • 

••• 
{B) HORlZOI'(l'AL In the eve."lt this lease is in force and e:!"ect two (2) yc:llS after the apintion date of the primary or extended t.em1 it shall~· • 

tc:nninate as lD all depths below 100 feet below the tot:U depth drilled (bcrcina&r "deeper depths'") in each well loc:IU:d on ac::=ge retained in P3r.lgr:~.pb I~(Al• • 
above, unless on or before two (2) y= after the primary or c:xtt:::~ded term I.:s.sc:e pays a.o amount :qual to one-half (1/2) of the bonus originally paid as • 
consideration for this le:ISe (as speci.fied on page 1 he:=O. [fsuc!l illl!OWit is paid, this I= shall be in force and eif~ as lD such deeper depths, and said • :• • • 
termination shall be: delayed for an additional period of cwo (2) ye3l'S :111d so long thereafter as oil or g.as is produced in paying quantitic from lUc.'t deeper d;p~ • 
covered by this le:lSC. : • • • • 

•• • 
(C) IDENTIFlCA TION AND FTUNG. The. SUlfa~;: ac:-cage retained hereunder as to C3.eh weD shall, as n~ly as prac:ical. be in the form of a square widl 

the well Io~ed in the center thereof; or such other shape as m<ry be approved by the Commissioner of the General Land Offic:.:.. Within thirty (30) days a&r P~• • 
termination of this !case as provided herein, Les= shall execute llld m;ord a release or rc!e:ues cootai..aing a satisfac:ory legal dceription of :he ac:e:~ge :mdltl' • • • 
depths not retained hereunder. The recorded refuse.. or a c:crtified copy of same. shall be filed in the General Land Offi=. =mpan.i~ by the filin& fee presc~bcd 
by the General Land Offic:c rule in eifcc:t on the l!:uc the re!e:lSe is filed.. lfl.:s.sc:e fails or refuses lD execute: and record such re!ase or release with.in ainety ~' •: • 
days ~er being requested to do so by the General Land Offic:c, the::\ the Commissioner :11. his sole dis~on may dcignaLC by wri~ ins:roment the ~: and/or 
depths to be: rele:ued hereunder and record such instrument :11. I.:s.sc:e's expense in tbe c:ouncy or cou.ntic wbc:n: the !ease is loc:1ted and in the official reCQrds oftbe 
General Land Office Jnd such designation shall be binding upon L:s.scc for all purposes.. 

17. OFFSET WELLS. Neither the bonus. delay z=tal.s, nor royaltie.s paid, or lD be paid, under this !usc shall relieve Les= ofhis oblig-3tioo lD prot.c:Ct 
the o i! and gas under the above~escribc:d land from be in& dr.J.ine:i. L=. sublessee. re::::iver or o ther agent in c:ontrol of the lc:lSed premise shall drill as many 
wcUs :lS the fac:ts may jwtify and slull use appropriaLC meJli.S md drill to a depth oe=ssary to prcve:1t undue drainage of oil Jnd gas from :he !e:ISed premises. In 
addition. if oil and/or ga.s should be produced in commercial quantities within 1,000 feet of the !e;ue~ premises, or in any =e where the !e;ued prc:ni.s.es is being 
drained by production of o il or gas, the L=ee, sublessee, receiver or oth.er :~gent in control of the !e;ued premises shall in good faith begin the dri!Iin& of a well or. 
wel ls upon the !C3Sed premise within 100 days wr the dr.linin& well or wells or the well or wells comple<.cd within 1,000 fe~t of the leased premises start producmg 
in commercial quantities and shall prosecute sue!\ drilling with di!ige:~c:. Failure to satisfy the: stanllDry offset obligation may subject this le:J.Se and the owner of the 
soil' s agency rights to forfei ture. Only upon the de:ermination of the Commissioner of the Genc:r.ll Land Office and with his written approval may the payment of 
compe:!Satory royalty under applicable sta.OJtory parameters satis fy the obligation lD drill Jn offset wei! or wells required under this paragraph. 

18. FORCE MAJEURE. [f, a.ft.c:: a good faith ~ffort. Lessee is prevented from c:omplying with any aprc.s.s or implied covenant of this !e:lSC, from 
co nducting dri!ling operatio ns o n the lased premises, or from producing oil or gas from the Je;ued pre:nises by re:lSon o(wu, rebellion, riots. strilces, J.C:l of God, o: 
any valid order. rule or re;:-ulation of gove:nment authority, then while so prevented, Lessee's oblig:1tion lD comply with such covenant shall be swpcnded and L:sse­
sh:UI not be liable for damages for fai lure to comply with such c.ove:1ants; additionally, this lc:J.Se shall be: extended while L::sse: is prevent:d, by any such c:lt£Se, 
from conducting drill ing and reworking o perations or from producing oil or gas from the !e:J.Sed pre:nisc.s. However, nothing in this paragnph shall suspc~d the .

1 
pay ment oi delay rent.lls in order to maint.J.in this !e:lSe in eifect during the primary term in the abse:1ce of such drill ing or reworking operations or produc!IOD of 01 

or gas. 



19. WA.RRA.'<Tl' CLAUSE. The owner of the soil warrants and ::t.greu to defend title to tbc IC3SCd premises. If the ownCT of the soil defaults in 
payments owed on_thc leased prcm.iscs, then Lessee~ redeem the riihts of the owner of the soil in the lased premisd by payinc any~ tzx~ or othq liens 
on the leased pn:mtSeS. If Lessee rnak~ payments oo behalf o f the owner of the soil undCT this Pan.c:ra9h. Lc:ssec rnzy n:cover tbc c:ost of these ~Yltlcnts &o111 the 
rcntLI and royalties due the OWDCT of the soil. · 

20. V.) PROPORTIONATE REDUCTION CLAUSE. It the owner of the soil awns less th.m !be entire undivided surface cstuz: in the :above 
dcsaibed land, whether or oot Lc:ssec's intcrc:st is specified haci.n, tbcn the royalties and renal herein p!Vridcd to be paid to the owner of the soil shall be paid to hizza 
in the proportion wbic:h h.is interest bc=3 to the entire undivided surface cswc and the royalties md rcnt3J bcrcin provide4 to be paid to the Commissio~oftbc 
General Land Office of the Stale ofT ex~ shall be lilccwise proportionately n:dUCX11. However. before ~adjustS the royalty or rental due to the Co11111lissioacr f 
the General Land Office. Lessee or his a.uUiorizz:d n:prcsc.nwive must submit to the Commissiooc:r oftbc Gc:Der.ll Lmd Office a wria:cn sat=cnt which explains~ 
disc:rcpaac:y berwu:n the int=t pwportcdly le&Sed under this lease and the aaua1 ioD:rat owned by tbc owner oftbc soil The Commissioner of the GcncraJ Lalld 
Office sbaJI be paid the value ofr.bc whole production allOQblc to any ucdivided i.o=t not c:ovacd by a lcasc.. less the proportionatc dcvc!opm.c:u and 171"0ductioo 
cost alloc:ablc to such undivided iDccrcst. However. in no ~t shall thc Commissioner oftbc Gc:ncnJ Lalld Office receive as a royalty on the ~production 
allocable to the lllldividcd i.oten:st not !cued an amount less than the value of one·Jixtecrub (1116) of such p-os:s.pro<!uctio11. 

(B) REDUCTION OF PAYMENTS. I( during tbc primary t=n, a portio a of the tmd covered by this lease is included within the bouncbrics 
of a pooled unit that h.a.s been ~~ved by the Sc:hool Lmd Board and the owncroftbc soil in acc:ordana:: with Natural R=wccs Code Seaions S2.151-S2.15-4, or 
if. u any time after the expiration of the primary tum or the atcndcd tcnn. this IC3SC coves a lc:ucr number ofacn::s than the tot3J amoun.t described hcrci.o. 
payments that aR llladc on a per acn: basis hc.rctmder shall be n:dua::d xc.ording to tbc number of= pooled. n:lc:ased. suna~dcn:d. or otherwise ~red. so tbu 
payments dctcnnined oo a pet acn: basis under tbc t=s of this I case darinc the primary term shall be cal~ base1i upon the number of acres outside the. 
bowtclarics of a pooled unit. or, if a.ft.cr the c:xpiratioo of the primary c.cnn. !he numbCT of ac-es ac:ua1ly rcai.o.cd and covered by this lease. 

21. USE OF WATER. Lc3.scc shall have tbc right to usc water ~dua::d on said W:td ==sary for opcr.uioas wtdcr this l=se except 1lr1U:I:f from wclb or 
ta.nlcs of tbc owner of the soil; provided. however, Lessee sball oot u.sc potable wa1a or vnJ.cr suitable for IM::stocJc or ini&:u:ioo purposes for wattdlood opcntions 
without the prior consent oftbc owner of the soiL 

22. At.rniORIZED DA.'vfAGES. Lessee shall pay the owner of the soil for clatnagcs c:a.uscd by its opcnrions 10 all personal property, improvement!, 
livestock and crops oo said land. 

2J. PIPELINE DEPTii. WhC1 requested by the ownCT of the soil, LessCe shall bury its pipelines below plow cfe?th. 

24. WELL LOCATION LIMIT. No well shall be drilled ne:u= than two hundred (200) fe:t to my bouse or bam now on said premise without the 
written consent of the owner of the soil 

25. POLLUTION. In developing this an::1, l.e:ssee shall u.sc the highest degree of c:=: and all proper wcguards to prevent pollution. Wilhout limiting the 
foregoing. pollution of coasul wetlands, natur.ll waterways. riv~ and impounded waier shall be prcvent.cd by the: usc of cont:linmcnt fa.c::1itics suffic:cnt to prevent 
spill age, s~pagc or growtd wat~r coaram.ina.tion. In the ~cat of pollution. Lessee shall use all mC3ZIS at its disposal to rcc:3pture all ucapcd hydroc3rtxlns or other 
polluunt and shall be responsiole for all damage to public and priv:ttc propo;:rtics. Lessee sba.!l build and maintain fences around its slush. sump, and dr.lina&e pia 
and tanlc baacries so as to protect livestoc:.lc l.pinst loss, damage or injury; and upon completion or llbmdonmcnt of any well or wens. Lessee shall fill and level ~I 
si~.P'S and ~liars and completely clc:u1 up the drilling site of all rubbish thc:-eon. Les.see sba.!l. wbile CO!Iducing opcr:uions on the lc::3Sed premises, lceep said 
p~i., &-ee of all rubbi.sb. =. boalcs. pape-r cups or pzbage. and upon completion ofopmuions shall rc:stDn: the surtlc: of !he land to u ncar its original 
co~. and canto~ as is pr:letic:able. T3nlc.s and equipment will be kept painted and presentable. 

•• • 
• 26. REMOVAL Of EQUIPM£-;1. Subject to limiu.tions in this pa.ragr:~pb. I..=: sba.llllavc the right :.0 remove ="line:ry and fixtures placed by 

L:asu"n the l=d pn:misc:s, including the right to draw llld n:move CLSing. within one hundred twe:tty (120) days after the c:xpir.Won o r the termination of this 
ll:¥, Tm~ the owner of the soil grants ~ an extension of this 120-day period. However. Lessc: may aot remove C3Siag from my well c:~pable of producing oil 
31l6f.gas ~n paying quantities. Additionally, L=: may not draw and remove c:~Sing until :lftu thir.y (JO) cbys written no tic:: to the CommissionCT of the Gcnml 
~~fice and 10 the owner of the soil. ne owner of the soil shall become the owner of any mac."lincry, fix:ure.s. or C3Sing whic.."l3re not timely n::noved by Lessee 
un~er the t.cnns o( Ibis paragraph. .. .. . 
• • 27. (A) ASSIGNMENTS. Under tbc conditions concincd in this p~h and ?~h 29 of this 1= . the rights and= ofeiehcr party 10 thu 
lc~: 1nay be :assigned. io whole or in pan. and the provisions of this lc:ue shall ~d to and be bindi.og upon their heirs, dtviscc:s. lcg:U repr'..scn=ivcs, succ:essors 
-·~gas. However, a change or division in ownenbip of the land., n:;,caJ.s. or royaltiu wiU not enlarge the oblig:u:ioa.s of l..:3sc:. diminish the rights. privileg~ 
and ul!ues of Less~ impair the ef'fcctivenc:ss of any payment made by Le3.scc or impair the effectiveness of my act ;;c.rfonncd by Lc.s.sc:. And no change or 
division in owne~hip o f the land. rcnuls. or roy:lltics shall bind Lessee fo r any purpose until thlny (JO) days :Ul.cr the owner of the soil (or his hcin, dcvisc::s. legal 
repre3cnutivu or assigns) furnishes the Less~ with satisf=ry written cvidcnc:: ofth.c change in ownership, inc.!uding the original n:corded munimcnts of title (or 3 

certified copy of such origin:ll) when the ownership changed bcause of a conveyance. A toul or partial as.signmel11 of this le:uc shall, to the extcl11 of the intereSt 
ass igned. n:licve and disch~c Lc:ssec of all subsequent obligations under this lc:3Se. If this lease is JS.Signed i.o its e:u:imy :u to only pan of tbe ~e. the right and 
option to pay rentah shall be apportioned as between the sevcr:ll owners ra.t.:lbly, according to the are:1 of each, and failure by one or more of them to pay his share of 
the rental shall not affect this lc:uc on the pan of the land upon which pro rau n:ntal.s arc timely paid or tendered; however, if the assignor o r assignee does not file a 
c:er-J lied copy of such assignment in the General Llnd Office before the next renul paying dat.e, the :ntirc lc:uc shall t.cmlinate for failure to pay the entire rcnul due 
under Pangr.1ph J. Every assignee shall suc::eed to all rights and be subject to all obligations. liabilities., and penalties owed to the St:ILC by the original !usee or lilY 
prio r l.S.Signce of the leJ.Sc, including any liabilities to the S~tc for unpaid roy:lltics. 

(B) ASSIGNME-<1 LIMITATION. Notwithstanding m y provision in P~ph 27(1), if the owner of the soil acquires this !e:l.Se in whole or in part by 
assipment without the prior wrinen approval of the Commissioner of the Gcncr.ll Lind Office. Ibis lt::lSc is void as of !he time o f assignment and the agency power 
of the owner may be forfeited by the Commiss ioner. An assignment will be tre3ted as ifit wen: made to the owner of the soil if the :usignee is: 

(I) a nomine: of the owner of the soil ; 
(2) a corpor:uion or subsidiary in which the owner of the soil is a principal >..oclcholder or is an employee o f such a corpor:U.ion or subsidiary; 
(3) a partne~hip in which the owner of the soil is a partner or is lll employ~ of such a partnership; 
(4) a principal stoclcholdc:r or employee of the corporation which is the owner of the soil; A CfRTlFIED COPY 
(s) . II" h" h . th fth ·r· IFITI!QRSTHESEAI.OFTME~CLERK a partner or employee an a partners tp w tc tS e owner o c sot • ArresT: J tJ _ .., 7';? 

®a:bm ...... 



(6) a fiducilll)' ~the owner of the soil; iDc:Juding but 110( liuUtcd to a JWIIdWl. trustee, executor, admiDis=r, ruciver, or tenservator for the 
owner of the soil; or 
(7) a family mcm.bcr o(tbc owner of the soil or related 10 the owner of the soil by~ blood, or adoption.. 

23. RELEASES. Under the conditions conujaed in this patag;llph md Pangr.tpll 29, L::ss= cn.y at my time= and deliver to the owner of the soil · 
an~ pl.ac:c: of reecrd a release or releasc:s CDvering any portion or portions of tbe leased premises, m d thereby surrendc::r this lease as 10 such portion or portioa.s, and be 
rel1cved o( all subsc:quCilt obligations as 10 =ge sum:ndered. It my pan of this lease is properly sum:ndered, the delay rent3J due under this lea.sc shall be rcduc:d 
by the proportion that the surrendered x:-eagc: bears to the am: age which "InS eoven:d by this le3se immc.iia.tcly prior 10 such sum:nder, however, such releau will 
oo t relieve Lessee o( any liabilitic:l whicl!. may have acaued I.IDdcr this lase prior to tbc: sum:ndc:r of such ~ 

29. FlUNG OF ASSIGNMENTS AND R.ELEASES. It all or my part of this lase is zssipxd oc relased, such u:sipunen.t or release must be recorded. 
the ecuaty where the land is situau:d, md tbc ruorde.d insuumcnt. or a ecpy of tbe reccrded i.usn amctlt c:r:rti1ied by tbc County Oc:rk o( the COI.IDty in which the 

111 

instrument is recorded, tnUSt be filed in tbc General Land Oflic:c within 90 days o(tbe last execution cW= accompanied by the prescribed filing fee. It any sucb 
assignment is DOl SO filed. the rights acquired I.IDder this lease shall be sub_jea to forfeiture U tbc option oftbc CQmrnissioner oftbc General Land Ofli~ 

30. DlSCLOSURE CLAUSE. All provisions pertaining ID the lease oftbe above·&saibcd land have been iDcluded iD this instrum.enr. inc!ucf"~ng the 
st31Cmcnt of tbc true considcntion to be paid for the cucution of this lease lllld the ricbts md duties oftbe patti.cs. Ally collarJ::nl ~ts conc:cming the 
de-velopment of oil md ps !rom the leased premises whicl!. arc DOt concained iD this lease render this le3se inY~d. 

31. FIDUCIARY DtrrY. Tbe owner of the soil own the Stuc a fiduc:i3ry duty sod must !Wly disclose any (acts~, the Slate's inter= in the IC33Cd 
premises. When the iatuests of the owner of the soil conflict with those of the Star.e., the owner of !be soil is obli~d to put the Slate's in=u be£ore his pcrsoaaJ 
in tcrcst:S. 

32. FORFEI1l.JRE.. If Lessee shall fail or refuse to make the p3)'TnCDt o( any= wichin thiny days ut.cr it bcecmcs da.c, or ifL=ec or an authoriz:d 
agent should lcnowiagly make any false~= or Cal~ report concerning production oc drill in&. or ifl..eslec shall fail or retuse 10 drill any offset well or wells in zood 
faith as n:qui~d by law and the rules and regulations adopted l7y the umm.issioncr of the C~c:r3l Land Office, or ifL= should fail10 fil e repons in the manner 
required by law or fail 10 comply with rules and regulations promulgated by the ~enl Lmd 0~ the School Land Board. or the JU.ilroad Commission., or if 
Lessee should refuse the prope-r authority a.;= 10 the reecrds pertaining to operations, or if I.= or m authorized agent should k.nowia~y fail or refuse tD live 
com:ct information to the proper authority, or knowia~y fail or ~fuse to furnish the Gcnc:rall..lnd Offic:: a ecrrcc:t log of :IllY well. or if L=ec shall lcnowingly 
violate any of the material provisions o( this lease., or if this lease is usigned and the :wignmeat is oot filed in the Gcnc=J Land Offic:: as required by law, the rights 
acquired under this le:J.Se shall be subjca to forfeiDJre by the Commissioner, 3.lld he shall forfeit same wben sufficie:ltly : . .-l:Cmaed of the facts whicll authorize a 
forfe iture, and when forfeited the arc:n shall~~ subjc:e: 10 le:tSe under the tJ:rnU of the Relinqui.shmcat Act. How.:ve!". oothing hcn:iD sh:J..IJ be ecnstrucd as 
waiving the :wtomatic: termination of this lease by opcr.Won of law or by re=n of any special limio.tion arising bcreundcr. Forfeitun:s may be set aside and this 
le:l.Se and :J..IJ rights thereunder rcin.s=ed before the :ights ofanothe~ intcrve:lC upon ntisfa.c:-..ory mdcnc:e 10 the Commissioner of :he Gcnen.J Land Office of.finurc: 
ccmplianc:e with the provisions of the law and o f this I= and the rules and regulations tha:t mzy be adopted relative be.'"CtO. 

33. LIEN. In accord3rlc.: with Texas Narura.l Re:so= Code 52..1.36, the Swc shaH b.ave a first lien upon all oil and gas produced from the ~-.c:rc:d 
l7y this lc::ue 10 sec:urc payment of :J..Il unpaid ro::o-:J..Itv 10d other sums of money that may become due: I.IDda this le:J.Se. By =i)WIC:.: of this (e:ISC, Lessee ~Iii~ 
State., in addition to tbe lien provided by TaJ.S :--:~.· :.--:J..I R.c.so= U:ldc 5:. :J6 and any other applic:u:•e su.tutory lien, an express contn.c:uallic:n on and~ 
interest in all leased minerals in and =c-..ed fro r.1 :.1e leased premises, all ;lr-oceeds which may 3COUC: to Le.ssc:e from the sale: of such (eJ.Scd minerals, whtth!r.,s~~!h 
proceeds 3rc: held by Lessee or by a third party, and all fixtures on 3lld improvements tD the l=d premises used iD ecnnection with the production or pro~ in, of 
such le:!Sed mineral.s iD order to secure tbe ?ayment of :J..II royaltie3 or other amounts due oc :o bcc::lme due under this lc:J.Se :~nd to sec:-.llC payment of any dama\~ gr 
loss that Lessor may suffer by rc:J.Son ofL=ee's brex..'l of any ecvc:ll3rlt or condition of this (c:::ISe, whether c:xp= or implied. This lien and security intcrc:attnul.!it 
foreclosed with or without court pro=dings in the manner provided in the Tide l, Chapter 9 of the Texas Business and Commerce Code. L=ee agrees thdl the: 
Commissioner may require Lessee to e:x='.lte and re=rd suc:.b instruments as may be reasonabl-y acc::ssary ltl a.;bowledge., ma.c!l or perfect this lien. Lcssc~ h~llr 
represents that there arc no prior or superior liens arising from and relating to Lessee's activities upon the above-4csc:n0c:d property or from Lessee's 3Cquisi~ll of 
this leJ.Se. Should the Commissioner ;11 my time determine that this repres=wion i.s not true., thc:1 tbe Commissioner may dec:lar: this I= forfeited as provided• 
hen:in. • •• • •• 

•• •• 
34. POOUNG. Lessee is hereby granted the right to pool or unitize: the royalty interest of the owner of the: soil uadc:r this le:J.Se with any other leaseho!~ • • 

or mineral interest for the cxplor.uion., development and production of oil or ps or either of them upon the same terms as shall be approved by the Sc:hool Lan! • • 
Board and the Commissioner of the Gcnc:3! Land Office for the pooling or unitizing of the in= of the State I.IDdc::r this lease pursuant to Texas Nawr:J..I Resourc:es 
Code 52151-52.153. The owner of the soil agrees that the inclusion oftbis provision in this le:zse satisfies th.e cx=.ltion requir=ents stated in TexJ.S Naturn.l 
Resourcc.s Code 52.152 

35. INDEMNITY. Lessee h.cre!:ly releJ.Ses and discharges the SCLe ofTcx.as aEd the owner of the soil, their offi~ employees, partners, ~ents. 
CDn!r.lctors, subcont:r:~etors.. guests, iavi~ and their respective suc:=ors md assigns. of :md from 3.11 and any a.;:ions aad ClUSes of action of ~cry nature. or other 
harm. inc:luding environmental harm, for whic.'l recovery of damages is sought. inc:ludinc. but aot limited to, all losses and cxpc:uc:s whic:.b 3l"C ClUSed by the 
activities of Lessee, its olfic:ers.. employee3, and agc:nts wing out oC, iac:ident.:ll to, or resulting !rom, the operations of or for L= on the le:J.Sc:d premises 
hereunder, or that may arise out of or be occJ.Sioncd by Lessee's bre:u:h of any of the terms or provisions of this Agreement, or by lDY other negligent or saictly liab_le 
ac:t or omission of Lessee. Further, Les..sc:e hereby agrees to be Ji:~ble for. cx.oncra.te, indemnify, dcfe:1d and hold lwm.lcss the Slate of Texas and the owner of tbe so•l. 
their offic:rs, c:nployCC$ and :~gents, their ruc:cessors or ;wigns, ag:linst 3llY and all claims. liabilities. Jossc::s, damages, ac'.ions, p~onal injury (inc:luding dea.th), 
costs llld expenses. or other h:um for whic:~ recovery of damages is sought, I.IDdc:r 311Y theory including tort, contnc:t. or strict liability, including a..aomeys' fees and 
other legll expe:lSes, including those related to environment.a.l haurds, on the leJ.Sed pn:misc:l or i.n ltiY w;ry related to Le3.sc:c:'s fai lure to ecmply with any and all 
c::w ironmcntal laws; those arising from or in any way related to Lessc::'s o~er:llions or lily o ther ofL:ssc:e' s activities on the leJ.Scd premises, those arising ~m 
L:ssc:' s usc of the: surf.u:::: of the lc:J.Sed pr::nises; and those that m:~y 3.1isc out of or be OCC:l.Sioncd by L:sse:'s breac.'l of any of the terms or provisions of thiS . 
A grceme:1t or any other ac: or omisSion of Le.s.see., its. direc::ors, offi~rs. cmployec:s, partners. age:Jts. contrxtors., subecntr:IC!ors, guests., invitees, and their resp"•.1ve 
succ::s.so~ and J.Ssigru. Eac:h J.Ss igne:: of t.'l is Agreement, or an in te~t thc::-cin. ayc::.s to l>e liable for, cxoncr.u.e, indemnify, defe:1d and hold harmless the State of 
Te:oc3.S Md the owner of the soil, their officers, employees. and agents in the same m3Mer provided above in COMection with the Jctivitic:s of U:ssee, its offic:~ 
employees, :llld :~gents as described abov e. E.'<:CEPT AS OTHERWISE EXPRESSLY LI:\-liTED HEREIN, ALL OF THE Il'-"DE:\-INrri OBLIGATION 
A.'iD\OR LIABILITIES ASSt;MED u1'iDER THE TER.\15 OF TIIIS AGREEML'I"T SHALL BE WITHOtrr LIMITS A.'<"D WITHOtrr REGARD TO TY 
THE CA USE OR CAUSES THEREOF (EXCLUDrNG PRE-EXISTING CO!'lDmONS), STRICT LIABILrri, OR THE NEGLIGL...,.CE OF A."'Y PAR 
OR PARTIES (INCLUDING THE NEGLIGE:"'CE OF THE INDDfNIFIED PARTY), WHETHER SUCH :"iEGLIGE:"'CE BE SOLE, JOINT, 
CON CURRE:'n", ACTIVE, OR PASSIVE. 



J6. ENVIRONMENTAL HAZAltDS. Lc::ssee shall usc the highCSl de~ o( caR and :all reasonable safe~ to pro:vcnt concamination or poll~n ~ · . 
~y cnvirollii1C'IIW mcdium. includinl soil. surfaa: 'W'1W'S, poundwucr, scdimczus., and S'UI'hc:t: IX subsu:fxe str=L ambi.c::Jt air ex zny ~ aMrozun.entaJ IDe~ • 
lJl., o~ ~r under, the leased p~ by JllY waste, polluwtt. or c:onwn.inant. Lessee s!Wloot brin1 or pcnnit to =aiD on the lnscd pmruscs :any asbestos 
con121n1111 maurioaJ.s. c:xplosivcs. toxic~ IX subswJc= reJUIUI:d as hzz.vdous wastes. hzz::lrdoUJ aw.cria1s. b3z:lrdous substmc= (as the lain~ 
Substance"' is defined in the ~ivc EovirolliiiCDal Rdponsc. Cocn~on :and Liability Aa (CERCLA). 42 U.S. C. Sc:tioas 9601, ct seq.). or toxic 
subsunc_es under 1ltfty !cdcnl. state. or loc:al bw or rczu!uion ("'!Uz:2r'deus MatcrWs'"). except ordinary products commonly used iD COilZICd.ioa lritb oil and ps 
c:xplora.uon and development operations and nored in the IISU:a.l = md quantities. LESSEl:'S VIOLATION OF mE FOREGOING PROHillmON 
SHALL CONSTITUTE A MATDUAL BJU:ACH AND DEFAULT BEREtJND£R Al'-1> LESSEE SHALL INDDfNIFY. HOLD HAR."riLESS AND 
DEFEND THE STATE OF TEXAS A.'ID THE OWNER OF THE SOIL FROM A.'ID AGAINST ANY CLU'\-15. DAMAGES. JUDGMENTs.. PE:iALTn:s. 
LIABILITIES. A.'ID COSTS (INO.UDING RE.A.SONABU: ATTOR.''fEYS' FEES A.'ID COURT COSTS) CAUSED BY OR ARlSING OUT OF (I) A 
VIOU.TION OF THE FOREGOING PROHIBmON OR (D) THE PRESENCE. RELEA.SE. OR DISPOSAL OF A.~ HAZARDOUS MATDu.u.s ON. 
tiNDER. OR ABOUT THE LEASED PRE.'\fl.SES DURJNG U:SSE.E'S OCCUPA."iCY OR CONTROL OF THE LEASED PRE.'tfl.SES. LESSEE SHALL 
CLE:Al'{ UP, RDiOVE, RE.'\iEDY A.'"D Rl:P AIR A."<Y SOU. OR GROUNDWATER CONT A.."rliNA TION A.'{D DA.'tfAGE CAUSED BY THE 
PRES~CE OR REl..EA.SC: OF A.i."<Y HAZ.UtDOUS MA TDUAL5 IN, ON, UNDEll. OR ABOUT THE LEASED PRDDSES DURlNG U:SSE.E•s 
OCCUPANCY OF THE LEASED PRDaSl:S IN CONFOR."rfA."'CE WTl1f THE REQtJ"'R..E."'tfL"(l"S OF APPUCABU: U. W. THIS 
INDE."rfNNFFCA TION A.'ID A.SSUMP'TION SB.U.L APPLY, BUT IS NOT I..IMITE.D TO, LIA.Bn..ITY FOR RESPONSE ACTIONS UNDERTAKE:'f 
PURSUANT TO Cl:RCLA OR ANY O'TBER ENVIRONML"rr.AL U. W OR REGULATION. LESSEE SHALL U.OID> lATELY GIVE Tin: STAn: OF 
Ti:US AND TilE OWNER OF THl: son.~ NOTICE OF A.i."<Y BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON 
l.LAR.~ING OF THE PRESL"iCE OF ANY HALUU>OUS MATERIALS. OR UP{)N RECEIVING A NOTICE FROM A.'{'Y GOVER.~! AI. · 
AGENCY PDITAINING TO HAZ.A&DOUS MATDUALS WIDCH MAY AFFECT THE LEASED PRE.-..OSES. THE OBUGATIONS OF U:SSiE 
HElU:UNDER SHALL StiRYTVE THE l:U'IRA TION OR EA1U...1LR TER."rliNA TION. FOR AJ."<Y REASON. OF l1iiS AGRE..DiE."'T. 

J7. APPUCABLE UW. This !C1SC is issued 1D1dc:r tbc prgvis:ions oCTc:ctS Nuun.l R=urc= Code 52.171 through S2.19Q.. commonly kno"'U u the 
RA=flllqui.shmcntAa, znd other ~plic::s.b lc swuu::s and illllC:Ddments thereto, and i!any provision iD this lc:1SC docs DOt conform lXl these s=tcs. the sta:utJ:s will 
prcv~ over my QOnc:.onformiDI lc::uc provisions. 

33. EXECUTlON. This oil :and ps lease must be ligned ;md :u±lowledgc:d by the I.ascc before it is filed of=rd in tbc c:ounr:y r=lrds and in tb.e 
General L3nd Offi= of the Swc oCTa.a:s.. Oac: the filinc rcqui.rcmcm:s Cound iD ~h 39 o(this le:uc !lave been satisfied, the effed:ivc d3Lc of this le3:sc shall 
be the dace found oa Pace 1. · · 

J9. l..EASE FU.ING. Pursuant to Clapter 9 of the Tc:us Busincs3 llld Commcn:e Code. this le:uc must be filed of record iD the offi~ of the UJunty 
Oerlc in any counr:y ia which ~~ ~ 311Y part of the lc:!.Scd premises is JOQted, and certified copies thereof must be filed in the Gcnc-:11l..and Office. This I= is not 
cffec::rive until 1 c:crti.fied copy of this lc:uc (which is made and c:.tt.ificd by the County Ocri: from his records) is Sled in the Gcncr.:U L3nd Offic:: in ac::ord:~nc:: with 
Tc:xas Narur.JJ iklow=s Code S2.18J. Add.ition~ly, this lease shaii not be binding upon the State unless it recites the ac:ual and true considcruion paid or ~romiled 
for cxccutioo of this lc:uc. The bonus due the St:~te and the p=cil::cd min, fe: sh.all accompany lU<:~ ccti.fied c:opy to the C-.:ne:al L3nd Offic::. 

••• • • • • •• 
•••• • • • •• • 
• 

•••• •. . . •• • 

/~~ 
~s? ~~ .Johnson 
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~---------~~~r------------
DATE:;_.s:::::::;.J(._bl-~7'-_L~j.J"=::.... ___ _ 

._;;.-\iji~~~ ~ STATEOFTEXA.S 

.ir; ;;<~~~-~~ ! 914f .J..~ BY:_,..,.....,-:-----:---~-:--::---~:-----
• .~di.,.jdually 3hd asa:g;;rfor the State ofT= I.odividually 3nd as ~cnt for the Swc;_ofTc::us 
•• ~ltgornery-Walker 1974 Trust, By Charlotte Wa lKer r·urrnar;ya;r-s:'bs~e 
• • 

STATE OF TEXAS 

BY:.~~--~----~-------------------
Individu~ly and as :1gcnt for the Suu: ofTc=s 

Date: _______________________ _ 

STATE OF TEXAS 

BY:~~--~----~~~--~~-------­
Individually and as 01gent for the Suu: of 1 cxas 

0~:--------------------------------

A CERTIFIED COPY 
IF IT BEARS THE SEAJ..M ~ CLE8K 
ATTEST: - -Cjtf' 

® azt"TiJ!:;_ 



STATE OF ____________________ ___ 
(CORPORATION AC'.olOWl..EDGME:Nr) 

COUNTY OF ____________________ _ 

BEFORE ME. !he undeai~ authority, oa this day per30oaily ~·--------------------------------------­

known tD me lD be the pcz30n whose D.mlC is subsc:n"bcd lD the f~&ein& iD.sutmlcnt. U•--------------------........:oC 

Given undu my lund md seal of ot!Ice this thc. _______ cUr of _____________ __, 19 ____ • 

N<!cry Public: in 311d for _______________ _ 

STATE OF ____________________ _ 
(CORPORATION ACXNOW!.EDGMENl) 

COUNTY OF _____________________ __ 

BEFORE ME. the ~mdcr3ip.cd ambority, oa this day pc::sonaiJy ~·---------------------------------------------
known ID me to be tbc pcnoa whose a.zmc is subscn"bcd to the w re&ein& instnms=t. zs, _____________________ of 

;:-:~-:-:-------:---:-:--..:---:--..-----:--:------:---~--=---:-----:-:-:--:--:-:--md ~!edged !D me that b.e c:xcc:utcd the nznc: 
fo r the purposes and c:onsidc:uioa lfl=ia expr=.cd. in the ~ty sated. md as tbc aa and ~ o ( said corpontioa. 

Given under my hand m d SQJ oCoffic: this tbe. ______ day of ___________ _. 19 ___ • 

Notary Public in and for __________ _ 

STATE OF ft-xAS 
CO~NIT OF ___ Et_~~io~r __________ _ 

{lNDrviDU AL ACQ{O\Vl...:L>G~ • • • • • 
••• 
•••• • • • • •• 

Before me. the undc:.~igned :lut.'lority. 0 11 this day ~onalJ:! ~pc;;r-:::f Cha r 1 ot te Wa 1 ke r Furman I T r ustee • 
of the Montg omery - Wa l ke r 19 / 4 T r u s ••••• 

known to me to be the pc:nons whose tUmcs are subscribed to the forc;oing instrume:lt, and a.clclowled~d to me tb.aL they aec:uted the =-ne fo r the p~sls-d 
consideration therein cxp=d. • • • 

• • • 
Given under my hand and sc:ll 

STATE OF _ ___.r;t.....::~:.:...(~...:...;.,:..----_,~..,._._ 
COUJ'oiY OF __ ~,,_m.!......::..1 . .lil:~~=.:~-=.------

J u I ~ . t9 __ qg.:.=:,___.. • • 
KRISTA GAYLE QUIRoZ'1J Rt-L~tJ.-1 ,dcv~-< GuL~ ..... · 
NOTARY PUBLIC t-: Wf -- ~ (J •••• 

State of Texas ~oury ?ublic: in and for : ••••• 
Comm. Exp. 10-04-99 :~ ----------------- • • 

.....-~ 5 
(INDrviDUAL A~OWLWGMDI) 

Before me, the unde!'ligned otut.'lority, on this Ca.y pmonally appc::ll'c:d ________________________ _ 

known to me to be the pe!'lons whose aarncs are subscribed to the fo~going instrwnot. and ac.'oow ledg~d to me thac they ::tec:uted the sar.:e fo r the putj)OSCS a.~~d 
considention therein expressed. 

1 

/ 

Given unde1: my hand 3tld se:ll of off)~ this the_,_....:A ___ ~..:......---day of m~c;o 
Ncury ?-Jblic: in and for _ ___,_[:_~---=::l<:....-----
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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 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 
full 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 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 e lapse between the completion of one well and the commencement of the next 
succeed ing 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 produc ing, 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 drill ing unit or production unit in accordance with the rules of the Railroad 
Commission ofthe 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 oi l and gas 
produced from the retained lands. The sole liability o r 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 provided above. 

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

li. TY OF CULBERSON L Linda Uri~~.a.Cierk oftheCoalltyCourtlund 

r wud Coun"- :j1jl &tate, do hereby ~tity that the ICin!lfOinr ~and ? J C> t1 f' 
orr<..:l<up) or ~- {).e q/hLLA_ .se_ dated ~ I _ 1 _ I 7 

~ a 1/ . flled ~rec:ordin1111oftieeth~daJof /Jciibe~ 
19--tf-a• g. /Q lt:,-...unJF{;Ierk'sEUe No. 5 /.P, 3'!£. ,tobe 
r ""'rded in th• Ot/ ( <.q.AJ a-nllofCalbertoD Ccllmty, 
Texu. 

lm-1111 band and otfie~~~J Van Bcn, tbla 

lj) · If d LINDA URIAS. COUNTY CLERK 
~ Oepu\Y. CULBERSON COUNTY, TEXAS. 

... .. . . 
• • • . ~ · · • • • . . . 
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IF IT EI£ARS THf '"'"' A CERTIFIED COPY 
"""'-OF;?] COU~EAI( 

AnEST· L - -7/ 
Cuenl Laad Office 
Rdlaqabllmac Acr LUJc Form 
Revised. September 1997 

PAID UP 
® cm~m_ 

on. AND GAS LE.ASE 

nilS AGREEMENT is~ md cntued into thiJ__l_]__day of JnJ y 19 bctwec:D the Sbt.e ofTcxas, ..:tin& by ;md tbrou&h its 
~= . R1chardson a ~ow of c. E. c decea ed 
---------------------------of 8 3 0 On tar i a 

Shreveport L A 71106 sa.idagcnr 
(Give Pamment Address) ' 

bcrein referred to as the awncr of the soil (wbc:tbc:r one Of' more). mdc......._~C~J~a!->yF-=-:,..Jua..,b~n....,s~a...,nu.....-=---:-:--~-::-:::--------
203 W. ·Wall. Sui t P 800 of 
Midland . TX 7970 1 

(Give P=anent Address) 

I. GRANI'ING CUUSE. FOf' md in ca:~Sidcr.l:tion of the mxmnts st3tCd below md of the COVCDants md acr=nc:ots to be paid.lcq1t md pc:formcd by 
Lessee llllder this lease. the State ofT cxas actin& by ;md thtou&h the owner o( tbc soil. bc:reby ~ leases aDd lets UI1D) Lessee. for tbc sole .and only purpose o( 

prospectincmd dnlling for and producing oil md z:u., Iarin& pipe: lines. buildin& tan1a. smrin& oil md buildi.o& power swicns.ll:lepbonc rmc3 .and ocbcr stNCllfts 
thereon, to produce. save, taJc.c: c:ll'e of. treat md transport said products of !.be IC3Se. the foUowin&lmds situ2ted in en 1 hers on Counry. Stak 
ofT CXc1S, to-wit: 

cont:Unin& 2 , 56 0 

Block lOOL 
Section 8: 
Section 9: 
Section 16: 
Section 17: 

Public School Land Survey 
All 
All 
Al.l 
All 

aacs. more or less. The bonu:s consideration paid for thiJ I= is as follows: 

To the S tate ofT=: Two Thousand Eight Hundred Seventy-nine 
Dollars (S 2.829 82 ) 

To the owner of tbc soil: Two Thousand Eight Hundred Seventy-nine 
Dollars (S 2.829 82 ) 

and 82/100 

and 82/100 

Totllbonusconsidcr.Woo: Five Thousand Seven Hundred Fifty-nine and 64/100 
Doii:D"S (S 5 . 2 59 6 4 

Tbc•te&fionus considcr.Ltioo paid represents 3 bonus o ( F j f ty- fan r aDd No /) 0 0------------------
• • • Dollars.~(S-::---~5~4......,~0:...;0;;;:..,o......._ ....... _......,~) ... pcr__...._ou:::-c. .... ·..-,_oo.......,J "":0~6~-;..;;6~6..;;n;..:ct;;..::;;=-'-=;::...:::.=~:..:;;..=....::..:;;...:;; 

•••• . . . . . 
• • • 2. TE;t.'vf. Subjec.t to the other provisions in this le:uc. this l~e shall be fo r :1 t.erm of Five ( 5) years 

(herdn c.:tlled "primary tctm ") and as loog thcn::ukr JS oil and gas. or either of them. is produGed :.n paying quantities from said land. 
from this cbu: 

~~this ICLSe, the tenn "produc:Q in paying quantities" mc;uu !hat the receipts from the sale or other iii.Uhoriud CXJmmcrc:ial usc of the subsunc:(s) co'lc:n:d 
cx~td o• o( ~lcet oper.Wonal c;tP.Cnscs fm- tbe six months ljSt !Last. 

*See .. EJG.hibit "A" attached for Pd-up Delay Rental Provision shovn as Paragraph #40. • • • . . . . 

tho. ••• 
al or its su=sorl (which shall continue as the depository regardless of 
said lanq,), the 31110unt specified bclo....-; ition, L.esscc sh3ll pay or taldc:T to the COMMISSIONE..Jt OF TilE GENERAL xm,.,.·.,..,=t 
~.!,:AT AUSTIN, TEXAS, 3 lilce sum oo o ore said cbte. hymc:.,ll under this par.lgr.~Ph shall opcr:ue ;u a ..:n~ma 
the commencement of :1 well for one (1) yc:u from s.U P:1ymcncs under this pangr.19b shall be in the foil · 

To the owner of the soil: ________ _::::::....,::::::-----:~...::::.;__ __ :-------------------

Dollan (S:-------------3~:E-------.J 
Tothe S~ ofT~=----------------~~~---~~~----~---------------------------­

Dollan(S 
To~Ren~: ---------------~~;__------------~~-J 

Dollan (S __ ~.......:=---------------------.J 



. 4. . . PRODUCTION .RC?YALTIES. Upon production of oil and/or z:u.I...e=:e ~·es to pay or c:w.se to be paid on.e-h.a..lf(l/2) of the royalty 
prov1~ed for Ill thuleasc to the Co= loner of the Genc:ral Land Office of the State of Texas., at Austin., Tcn.s, and onc-haJf( l/2) of such royalty to the owner of 
the SOil: 

(A~ . O[L R.o~ty _payable on oil, which is defined ~ inc:ludiog all hydroc:ui:oo.s produced in a li_quid fo rm at th~ mouth of the wdJ and also as all 
condensate, dLStiJI;ue, a.nd other hqwd llydrocarborLS =:overed from oil or gas run throup a separator or other cqu1pmcnt, as hc:rcuu.ft.er provided, shall be 

3/1 6 part of the gross production or the market value thereof; at the option o f the owner of the soil or the CAmmi.ssioaer of the 
General Land Office, such value to be dcu:nnined by 1) the highest posted price, plus pr=iwn. if my, offered or paid for oil, condensate, distill;ue, cw otha liquid 
hydroc:lrbons, respectively, of a lilc.c type md gravity in the genc:a1 ~ wbcrc produced and whc:n run, or 2) the hi ghat marlcct price thereof offc=d or paid in the 
gencn.l are:a where produced and when run, or 3) the gross proceeds of the sale thereof; whichevu is the grcattr. Ulsec agrees that befo~ my gas produce11 from the 
leased premises is sold, a.scd or proc:ased in a plant, it will be run free of cost to the royalty owncn through m ~~uate oil an.d gas scp:aruor of conventional type, cw 
other equipment :at lean as efficient, so tb3l all liquid hydroc:uborLS recoverable: from the: gas by suc:h mc:31U will be recovered.. The requi=cot thar such gas be nm 
through a scpanuor or other equipment may be waived in writing by the royalty ownct3 upon suc!l t.c::rms md condit.iorLS a:s they p=n"bc. 

(B) NON PROCESSED GAS. Royalty on a.ny ias (mc:luding flared ps), whic:h is deflllCd u all hydro<=bons md gaseous substanc:es not 11c:~ 
as oil in subp:ar:a&r.lPh (A) above. produc;ed from any well on said hUJd (cxc:ept as provided bc::rcin with respect to ps proccs.scd in a plant fot" the c:xtr.laion of 
&3SOiine, liquid hydrocarbons or other~} shall be 3/16 part o!tbe gross production or :he market value thereof; at the option of the 
owner of the soil cw the CArnrnis.sioncr oftbc General Land Office, suc:h v:Uuc: to be bued oo the highest marlc.ct price paid or offered for ps of c:omp:ar:ablc: quality iD 
the gcncr.U 3fe3 where produced and when run, ot the p-oss price paid or offered to the producer, wllichcver is the grater, provided that the maximw:n pressure base 
in measuring the ps under this lc:asc shall oot u my time exceed 14.65 pounds per JqWITC inc:h oabso~ and !be standard base tanpc:r= sbaJl be sixty (60) 
degrcc.s Fahrenheit, ~on to be~ for pressure .w=lrcfin& to Boyle's uw, and for ~ific ~ accordin& to tests ma.de by the Balan.<:: Method or by the 
most approved method of testing being a.scd by the industry u the time of t.c::stin'-

(C) PROCESSED GAS. Royalty on any ps p~d in a g;uolln.e plant or other plant fo r tbc =very of gasoline or other liqu id lly~ns 
shall be 3/16 part o f the residu.c gas and the liquid bydroc:arlxms c:xtrac:t~:d or the marlcct value thc:rco~ at the option of the 
owner of the soil or the U:!rnmis.sioner of the Gc.'leraJ Land Office.. All royal tic due herein shall be based on one hun~d pcrc..-nt (I 00%) of :.'le total plant 
production of n:.siduc gas aaribut:lble to ps produced from this le:ISC. and on fifty p=t (50%), or tha.t pcr=t acauing to Ldsc:., w hic:.'1cvc is the ~.of the 
total plant production of liquid hydroc:ubons aaributa.ble to the gas produc:d from this I=; provided tbat if liquid hydrocarbons are recovered from gas proc::=:d 
in a pla.nt in which l.c.s.sce (or its p~nt, subsidiary or affiliate) owns an interest, then the~ applic::lble to liquid hydro~orLS shall be fifty percent (5~/o) or 
the hig!lat perc::nt ac:cnJing to a third patty pro=ing ga.s through such plant under a proc.:ssing Jgreement oegotiatcd at ='s Iengt.h (or if the~ is no Sllc!l third 
party, the hig!lest pcr=t then being specified in pro=ing a.gree:nents or conlr.lc:'..s in the industry), whichever is the~- The n::spccivc royal tic on rc.!idue gas 
md on liquid bydroC3rbons shall be determined by 1) the highest marlcct price paid or offered for :111y ps (or liquid hydrc=bons) of comparable q=lity in the 
general are:1. or 2) the gross pric: paid or offered !"or such residue gas (or the: weighted :rverage gross .:elling price for the rcsp~ivc gra.des of liquid hydroc3rbons), 
whichever is the greater. In no event, however, shall the royalties payable under this par3graph be Ic.ss than the royal tic which would have~ due: had the ps not 
been processed.. 

(D) Onn:A PRODUCTS. Royalty on c:u';x)n black. sulphur or :my other produ~ prodllc:d or manufa=d .5-om gJ.S (excepting liquid hydrocarbons) 
whether said gas be "casing!lcad., • "dry, • or 111:1 other ga.s, by fractionating, burning or any other ;==sing shall be . 3/1 6 part of the 
gross production of such produc::s. or the maric:t valw: thereof. 31 the option of the owner of the soil o r the Commissioner of the General Land Office, such market 
value to be deter:nincd :IS follows: I) on the buis of the highest marut pric:: o f each product for the same month in whic.'1 such produc:: is produced, or 2) on the 
basis of the ave.""J.ge gross sale price of e:u:.'l product for the same month in whic:.'1 suc:h products an: produc:cd; whichever is the gre31er. 

5. MINIMUM ROYALTY. During :lilY ye31" J.fter the ~xpintion of the primary t=:n o f ;his le:ISc, if this lease is maintained !Jy production. th' lt:l\1~ 
paid under this le3Se in no event sbaJI be less than an amount equal to the toul annual delay rcntill ll=in prov ided; otherwise., there shall be due and payablt"on-or 
before the last day of the :nonth succeeding the: 3llllivcrsary da.te of this lease a swn equal to the: total :mnual rental less the amo unt of:oy:alties paid durin\ mf• • • 
prc:::.:ding year. lfP~ph 3 of !his lease docs not spcc:.fy a de lay rental amount, then for the pWJlOses of this paragr3p b., the delay rental amount shall bC one• 
dollar (Sl.OO) ~er ac:re.. • 

•••• 
6. ROYALTY IN KIND. Notwithstanding any othe~ provision in this lease, at any time or from time to time, the o wner of the soil or the Co~~Q~ 

of the General Land Office r=y, a.t the option o f either, upon not less than sixty (60) days no tic: to the holder of the lease, require tha.t the paymcru of m y toYaiP;s 
accruing to suc.'l royalty owner under this le:ISc be made in lcind. The: owner of the soil's or the: U:!mrnissioner of the Gene.--::U L:lnd Office's right to we its~'}'~ 
kind shall not diminish or negate the owner of the soil's or the Commissioner o f the: Gcncral La.nd Office's rights or Lessee's obligations, whether express or implied.. 
under this le:ISe . • ••• • • ••••f 7. NO DEDUCTIONS. U.UCe agrees that lll royalties ac:::n.aing under this lease (ioc:luding those paid in lcind) shall be without deduction forth; c:ost 0 

producing, gathering, storing, se;Jar:uing, tre:uing, dc..'lyc!r:uing, compressing, processing, tr:lnSporting. 31\d otherwise making the oil, ps and other produas. • • •: • 
he~under ~y fo r sale or use. L.css« Jgre'"...S to compute a.nd pay royalties on the: 6TQSS v:Uue !1:'""-::ived, including any re!mbursements fo r severanc: taxes !nd 
production related costs. 

8. P~'IT FUEL A."'D RECYCLED GAS. No royllty shlll be payable on atlY g:IS as may represent this lcJ.Sc's proportionate share of lnY fuel used 10 • 

process gJ.S produced he reunder in a.ny proc:.ssing planL Nor:withst.lnding any other provision of :his le:ISe, and subject to the written corLSenc of the owner ofth~ soil 
lnd the Commissioner of the Gener.ll Land Office, Lessc: nuy recycle g:u fo r gu lift purposes on the lc:J.Scd premises or fo r injection into any oil or g:u ?roduc:ng 
fonnation underlying the leased premises lfter the: liquid hydroc;.)Jbons conWzled in the: gas have bee!'l removed; no royalties shall be payable on the re=yc:!cd gJ.S 
until it is produce d at1d sold or used by L:.sse: in a manner which entitles the: royalty owne~ to :1 royalty under this le:ISc:. 

9 . ROYALTY PA YME)(TS A."'D R.E?ORTS. All royalties not wen in kind shall be paid to the Commissioner of the Ge:~c:rll L.:md Offic: at Austin.. 
TcxJ.S, in the following m3llller: 

Plyment o f royalty on production of o il at1d gas shall be 35 provided in the rules set fo rth in the Te:::as Register. Rules currently provide that royalty _on oil is :ue 
and must be received in the General Land Offic: o n or before the 5th day of the se cond month succ..-:ding the month o f production., and royalty on g:IS IS due. an fth 
must be rece ived in the Gcncrll Land Office on or before the I Sth day of the scc:ond month succeeding the: month of production, ac:compa.nicd by the affi~avlt ~. e f 

.,__d b th G raJ ' - - d Offi d h · th ount lnd dispositiOn ° owner, manager o r othe r Juthorized agent. completed in the fonn 3.11d manner prescnuo: Y e ~n~ ......,.., IC: a.n s owmg e gross am . d. "tion 
all oil at1d gas produced 3.11d the m:ulc:ct value o f the oil and gas , tog~ther with a c:opy of;ll l documc~ts. rec:ords or reports con tinning the gross produc:lon. 

1
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and market value !ncluding gas meter readings. pipeline receipts, gas line receipts and other dlecl::s or memoranda of amount produced and ~ut into pipel ines, ~ 
or poob and gas hnes or gas stor.~~e. and any olhcr reports or reccrds which the Gcncnl Land 0~ may require to verify the gross pcoduc:uoa. disposition and 

' market val_u~:. In ~I cases the authority of a mllllaC'CT or qcnt to aa for the Lessee herein must be filed in the GcncnJ Land Office.. Exh royalty P&)'mcnt shall be 
ac~mpan1ed by a ~lc stub, sdlc:d~e, summary or adler remittance advice sbowmg by the assip!Cd General Lmd Office lease number the amount of I'C)'1Jty be" 
pa~d on e~ lease. . If Lessee pays h1s royalty oo oc before thirty (30) days after the royalty paymc:nr was due, lbcn Lessee owes a penalty of S% oa the roy.~ty or ID& 
S2S.OO, wh1chever LS grcmr. A royalty payment which is over thirty (30) <Uysla~e shall accrue apculty of!~~ of the: ro~ty due or $25.00 whi~is ~ 
In addition to a penalty, royalties shall acaue interest at a rate o( 12% per year; such interest will begin ac:c:uing when the royalty is sixty (60) dzys overdue. • 
Affidavits and supporting doc:umcnts which are DOt tiled when due shall incur a penalty in m amount set by the General Lm.d Office a.dministra.ti~ rule Vthicll is 
effective on the dalr: when the afficin"its or supporting do=nts were du:c. The Lessee shall bear all rc3pOCSibility for paying or causing royalties to be paid as 
prc=ibed by the due date provided herein. hymem of the delinquency penalty shall in DO wzy opcr.ttc to prohibit the State's right o( (or(e1~ as provided by Law 
nor act to postpone the daLe on which royalties were originally due. lbe above penalty provisioas lha1l aot apply in cases of title dispute as to the State's PClftioa or 
the royalty or to tba.t portion or the royalty in cfispun: as to fair marX:t n!ue. 

10. (A) RESERVES, CONTRACTS AND OTiiE.R RECORDS. Lessee shall mnaally Nmi.sh the Commissioner of !he General L3nd Office with 
its best possible c:stiD'wc o( oil and ps reserves u:nderlyin& this lease or allocable to this lt:::lSe and shall furnish said Comm.i.ssioner with copies o( all contncu UDder 
which ps is sold ac processed and all sub:seqoc:nt a.grccncms and amendmcllts to such collti'3C:S within thizty (JO) days ut.c:r c:nt.ering into or making such~ 
agreements or amc:Ddment:s.. Such contrac::ts and ~ when rca:ived by the General Land Office shall be bc.ld lD confidence by the General Und Office UD.Icss 
otherwise authoriz:d by Lessee. All other c.omraa:s and r=tds pauinin& to the production. tnnsporwion. sale and mazX.eting of the oil and ps produced oa said 
premises, including the boolcs ~ accounts, receipts and ciischarges of all wells. tm1cs., pools, mc:tc:rs, md pipelines shall at aD timc3 be subject to impc:tion and 
c:x.3ZTlination by the Commissioner of the Genen1 Land Office, the Attorney Gencnl. the Govemor, or the rep =Wive o( 3D)' of them. 

(B) PER.\.flTS, DRll..LING RECORDS. Wria.cn notice of all opc:r.Woas DC this lease shall be submitted to th.e Commissioner of the GenaaJ 
Land Office by L=ee ~ opcntoc five (5) days before spod date, woclcovcr, re-<ntry, t=lporary abandonment or plug and abandonment of arry well or wells. Such 
written notice to the General Land Office shall include copi~ ofR.l.ilroad Commission forms for applic:alion to drilL Copies of well t.est:s;complctioo reportS and 
plugging reports .shall be supplied to the General L.md Office at the time they arc filed with the Texas R.illroad Commission. All applications, pennies. reports or 
other fil incs that n:fercnce this lease or any spceific well on the leased premises and tha1 aR submiaz:d to the Tc::xas Railroad Commission or any other govemmcntal 
agency .shall include the word "State" in the tit!~:. Addition.:illy, in a.ccordance with Railroad Commission rulc.s, any signa&e on the leased pre:niscs for the parpose o( 

identifying wells, tank ban.eri~ or other associated improvements to the ~d must also include the word "Stan:. • Lessee .shall supply the General Lmd Offi~ with 
any records, memoranda. accounts, reports. c:uainp and cor=. or other infurmation relative to the operation of the abovc-de:saibed premises, whicl'l auy be 
reque5ted by the GenuaJ Land Office.. in addition to those berein expressly provided fat". Lessee shall we an electric::11 and/or r.ldioactivity SUl'Ve)' made OQ t1lc 
bore-hole section, from the base of the surfac: casing to the total depth of well, o(all wells drilled oo the above desaibcd p=i..ses and shall transmit a true copy of 
the log of =ch suney on each well to the G=:U Land Office within fifttcn (IS) days zftcr the making of said survey. 

(q PENAL TIES. Lessee .shall inC'.u- a penalty whene-ver reports, documc::nt:s or other materials aR not filed in the General Ulld Offic: wbcn 
due. The penalty for late filing shall be set by the General Land Office administrative rule which is effcctin on the da.a: when the materials were due in the General 
Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURJNG PRL\-fARY TER.\.1.. U: during the primazy t=n bcr=fand prior to discovery and production 
of oil or gas on said land, Lessee should drill a dry ho le or hole5 thereon. or if during the primary t::m1 hereof and after the discove:·y and actUal production of oil or 
gas from the leased premises such production the.~f should cc:lSC from any cause, this le:lSe shall not terminate if on or befo re the c::cpira.tion of sixty (60) days from 
date of completion of said dry hole or cc:ssa.tioo of production ~e commences additional drilling or reworking oper:WorLS thereon. or pays or tenders the ac::xt 
annual delay rental in the same manner as provided in this lease. U: during the last yc;Jr of the primary te:rm or within sixty (60) days prior thereto, a dry hole be 
completed and abandoned, or the production of oil or gas should c= for any <::~use, Lessee's rights shall remain in full for= and effect without further apcr.uions 
until the expiration of the primazy term; and if Lessee has not resumed production in paying quantities ar the expir.l.tioa of the primary term, Lessee may maintain this 
le~~t~nducting :ldditional drilling or reworlcing operations pursuant to P:uagrapb 13, using the expiration of the primary term as the daiC ofc:essat:ion of 
produc:titn under Paragnph 13. Should the fi.m well or any subsequent well drilled on the above dcscn"bed land be completed as a .shut-in oil or gas well within the 
Pr;.n'l~ ~rm hereof: Lessee may resume payment of the annual rental in the same manner as provided herein on ~ before the rental paying date following the 
e:cphtiortof sixty (60) days from the da.te of completion of such shut-in oil or gas well and upon the failure to make suc."'' payment, this le:ISe shall ipso fa.ctn 
terminate. If :u the c::cpira.tion o( the primary tenn or any time thereafter a shut-in oil or gas well is loc:~ted on the lc:JSed premises, payments may be made in 
ac.ce~c;e with the shut-in provisions hcr;of. 

•• • 
•• • 12. DRILLING AND REWORKING AT EXPI:RATION OF PRIMARY TER.\( U: at the expir.uion of the primary tezm, neither oil nor gas is being 

pr'C¥iu~on said l311d, but Lessee is thc:n engaged in drilling or n:worlcing operations thereon. this le:LSC shall remain in fore: so long as oper.uioas on said well or for 
drilling or reworking of any additional well aR proseC'Jted in good faith. and in- woriananlike manner without iatem~ptions touling more than sixty (60) days during 
an~ ~g' suc."'' opernion. and if they =ult in the production of oil and/or g3.S. so long thereafter as oil and/or gas is produc:.ed in paying quantities from said land. or 
p!~, .. t~f shut-in a il or gas well royalties or compcnsawry royalties is made as provided in this lease. 

•: • • •! 13. CESSATION. DRlLLING. A.~ REWORKING. U: after the expiration of the primary term. production o( oil or~ from the leased premises. a.ftu 

once obtained. should cease from any cause. this lease shall not terminate if Lessee commcn= addiciona.l drilling or reworlting opcr.u:ions within s ixty (60) days 
after such cessation. md this l= shall remain in full force and effect for so long as such operations continue in good faith and in worlcmanlike manner without 
interruptions totaling mo~ than sixty (60) days. If suc."' drilling or reworking oper:Wons result in the production of oil or gas., the lease shall remain in full fore: Jlld 
effect for so long as oil or gas is produced from the le:ISed premisC3 in pay ing quantities or payment of shut-in oil or gas well royalties or payment of eompens310r)' 
royalties is made as provided he~in or as provided by Jaw. If the drilling or reworlcing opcr.uions result in the completion of il well as il dry hole. the lease Will not 
tcrmin:lle if the L:ss~ commences additional drilling or rework ing operations within s ixty (60) days ilfu:r the completion o f r.he well as il dry hole:, 311d this le3Se 
shal 1 remain in effect so long as ~ee continues drilling or reworlcing o perations in good faith and in a worlcmanlike manner without intemlptions totaling more 
than sixty (60) days. Lessee shall give wriaen notic:.e to the General Land Office within thirty (30) days of any c::s.sation o f pro duction. · 

14. SHUT-IN ROYAL TIES. For purpose5 of this pangraph.. "well" meU\S any well lh:ll has be:n assigned a well number by the state age;'IC)' ?avin_g 
j urisdiction over the production of oil and gas. If. at any time a.ftcr the expiration o f the primary rr.m o f a leJ.Se tha.t, until being shut in, was being maintained ;n 
foru and effe~c, 1 well c:~pable of producing o il or gas in pay ing quantities is loca.tcd on the leJ.Sed premises, but oil or gas is not being produced far lack ofsu1t.1ble 
production fac ili ties or lack o f a su itable marlcet. then Lessee may pay as a shut-in o il or gas royalty m ll!lount equal to doub le the annual ren tal provided in the 
leJ.Sc. but not less than S l.200 a ye31 fo r ea.ch we ll c:~pab le o f producin g oil or gas in paying quantiti es. lfP:=graph 3,fif~TF!e. g~A{~jJ..~~El1!1n:nul 
amo unt., then for the purposes o f this pan gnp h. the deL1y re ntal amount shall be one dollar (S 1.00) pe r acre. To be effjff~ T! each~nJei~Jl'&a;LJ9[' 
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must be paid on or before: (I) the expintioa o(tbc primary term, (2) 60 days alta the ~e ceases to produce oil or &liS from the !=sed Prem.iscs. or (J) 60 days 
afla Lessee c:o~pletc:s il drilling or reworong opcntioa in xeordana wilh the lease provisioc:s; whi~:'er. date is latest. s~ ~ayment shall be aw!c: ooe-h&lf(l/2) 
to the C~mmw1ona of the Gcac:r.U L=d Office and ooe-haJf (1/2) to the owner of the soil. If the shot-LD od or g~ royalty IS pa~d., the !usc shall be considen:d to be 
a producmg le&Se and the payment sha1.l extend the term of the lease for & period o( one year from tbe end oftbe prunary tam. or from the tim day of the month . 
following the mooch in whi~ production ceased. 111d, after that. if no Slliuble production bcilitic:s or suiuble market for the oil or ps exists, l.e:s$ee may e:ttQ!d the · 
lease for four more successive periods of one (I) year by paying the= amowtt each year oo or be !ore the expir.uion of exh shut-in year. 

15. COMPENSATORY ROYALTIES. It; durU1i the period tbe IC2SC is lcqlt in dfcct by p3)'ment of the shut-in oil or p;s royalty, oil or psis sold and 
dc:liv~d ~ pa~g q~tities ~m a we~ loated wilh.in oae ~o~d (1,000) feet o~tbc !used p~ acd compl~d in !be same producing re:scrvoir, or in my . 
ca.sc Ill whi~ dninagc IS oc:cumng. !be n&ht to continue to r::wnWll the le= by pzyu~& the shut-LD oil ot ps royalty sha1.l c=se. but the lease shall remain effective 
for the remainder of tbe year for whic:!l!be royalty bas bec:n paid. The Les.s.ec may maiat;Un tbe leasl: fot four more Sllc=sive years by L= paying co~ry 
royalty at the royalty rate: provided in the le:ue of the m&rUt value of production from lbc wen c:wsin& the dr.Unage or whic:h is complctz:d in the same producing 
reservoir and within ooe !ho=d (1,000) fc:t of the JC3Sed praniscs. The co~ry royalty is to be paid monthly, oae-haJf(l/2) to the Coauuissioner of the 
General Llnd Office and one-half (112) to the awne:r of the soil. betizminc oa ot before the last day o f the month following lbc montb in which the oil or :as is 
produa:d from the weU causing the drai.r::lacc or !hal is completed i.a the same producin& rcse:rvoir md l~d within one tboasand (1.000) feet of the lc:aud Jln:mises.. 
If the: compe~ royalty paid in MIY 12-moath period is in m amowu lCS3 t!wl the: moua.l sh.ttt-in oil ot gas royalty, Les:see shall pay m amown equal to the 
di.tference within thirty (30) days from cbe cad oftbe U-mooth period. Compensatory royalty payments which an: not timely paid will ac:aue penalty 3Zid ill~ in 
a.c:~rdanc:.e with P~h 9 oftbis lease.. None of these provisions will relieve~ of the obliprioa of =enable: devdopmet~t oor !be obliptioo to drill offset 
wells as provided in Tc::xas Natural Resoarces Code 52.113; bowc:Ya", Jt the detamina.tioo of the Commi.ssiona, and with the Com.missicnc:r's wrilte:n approvaJ. the 
payment of compensatory royalties c;m satisfy the oblig.uioa to drill o!U~t wells.. 

16. RETAlNED ACREAGE. Notwithstanding 3DY provision of this lease to the coa%r.l:ry, after a well producing or capable of producing oil or gas bas 
been completed on the leased premises, L=c sh.all exercise tbe diligena: of a reasonably prudent opentor ill drilling suc:!l additional weU or wells as may be 
re.:ISonably ne=ary for the proper dc:velopmc:nt of the le:ued premises and in marlc...-ting the production thcrcon. 

(A) VERTICAL In the evct this 1= is ia !or= and effel:t two (2) y= a1'te:r the c:x;-ir.Jtion date of the: primary or extl::lded tcm1 it .shall then~ 
as to all of the leased pn:misc:3, EXCEPT (1) 40 acres surrounding ea;;!l oil well capable of producing in p3ying quantities and 320 =surrounding tad1 gas well 
capable of producing in paying quantities (inc;luding a shut· in oil or &35 well as provided in P3.ragr:lph 14 bc:reof), or a well upon whlch Lessee is thea c:agaged in 
continuo~U drilling or n:worlcing oper.ltions, or (2) the number of ac:cs i.acluded in a produc:ing ;x>olc:d unit pursuant to Tc::as Natural R=urces Code 52.151-
52.153, or (3) such gn::u.er or lesser number of ac:es as may tbc:n be aiiOC3tc:d for production purposes to a pror.uion unit for c::1C:h suc.'t producing weU under the roles 
and regoJiations of the: !Uilroad Commission of Texas, or l1rf suc:-..essor Jgenc;y, or othc:r governmc:nt.aJ authority having jurisdiction. If at any time after the etfcctive 
date: of the partial termination provisions hcrecf; the applic::lble field rules iln: thilllged or the: ~U or wells loc:~tc:d tbc:reon ~ rec:lassiiied so that less acreage is 
thc::-e:lfter alloc;Uc:d to Sltid well or wells for production p~se.s.. this Ie:ue shall thereupon termina.tc: a.s to all a.c:r=ge not thc:rc:lfter allo=.tc:d to said well or wells for 
production purposes. Nocwithst:lnding the tc:mtination of this lc::!Se :u to l portion of the lands cov=d herl:by, Lessee shall nevc:nbc:lc:ss continue to have the right of 
ingr·ess to 3tld egress from the lands still subj= to this lc:1Se for all purposes descnoed in ?:lr.J.gr.lph I bem>f; together witb casements and rights-of-way for existing 
roads, existing pipelines and other existing facilities on. over and across all the: lands desc..,Oc:d in ?3r.lgr3ph I hc:-eof\the reclined lands), for ac~s to and from the 
ret.ltined lands and for the ga.thc:ring or tr.msportatioa of oil. g;a.s :~nd other minerals produc:d from tee n:!:lined lands. 

(B) HORlZONr AL In the: e-ve.:1t this lc:1Se is in !orc:e Jnd effect two (2) yc:us aftc.t the :xpir.Jtion daLe of the: prim:J.ry or CX'"...:::nded tam it shall further 
te:minate as to all depths below 100 f~..t below the total depth drilled (hereinafte-r "deeper depths") i.a each well Joc::u.ed oa :1~c: re:ained in P:u-agnph 16 (A) 
above, uniC$$ on or before two (2) ye:us after the: primary or c:xtc::lded tum Lessee pays an amount :qual to onc:-balf (1/2) of the: bonus originally paid as 
consideration for this le:ISe (as spc:c:ific:d o a page I hc:reoO. If suc:!lliT!ount is paid, this le= shall be in fon:e and eff= a.s to such de:pe:- depths, :~nd said 
tc:nnination shall be delayed for an additional period of two (2) ycm a.od so long the.-,::lfta as oil or gas is produc:ed ia paying quantities 5-om such decpc::r ~~· • 
covered by this le~. • • • 

•••• 
(C) IDENTIFICATION AND FTLING. The surfac: aaeage retained hereunder as to e::u:b well shall, as nc::uly a.s pr.~ctic:ll, be in the form of a sq~ ~th 

the well loc;Ued in the center thereof; or such other shape as may be approved by the: Commissionc:r of the: C-.:ncral L.lnd Offi~ Within thirty (30) days after 11aftial 
terr~ ination of this lc:3.Se a.s provided hc::-e:.O. L= shall execute: and m:ord a release or releases conc:Uning :1. s:~.tisfac:ory legal dc:sc.-Tptioo o fth.c: ~e ancUof • • • 
depths not retained hereunder. The recon:!ed rele3.Sc:. or a certified COP')' of same, shall be filed in the Genc:raJ Llnd Offic:, a.c:=mpanied by the: filing fee prJcn't:..c~ 
by the: General Land Office rules in c:ffea on the: l!.:u.c the rele:lSc: is filed. If Le.= fails or refuses to exea~te JDd record sucll rel~e o r n:!c:ases within aine~¥ (9~ 
d:~ys after being requested to do so by the: C..:nc:ral L.lnd Offic:, then the Commissionc:r a1 bis sole disc::-ction may dc:sign3LC by writtc:n ins::-.unent the aac:ll:~~t¥· 
dc:;:nhs to be relc:3.Sed hereunder 3tld =rd such instrument a1 L=c:e's apense in the counry or counties wb= the le:I.SC is loc::ltc:d and in the official rec:ords oftllf 
Gene: raJ Land Office md such designation shall be binding upon Lcs.sce for all PtllllOSes. • • • • • • 

•••• 
17. OFFSET WELLS. Neither the: bonus. delay rc:1tals, nor royalties paid, or to be p:lid.. under this le:ue shall relieve L= ofhis oblig:1tion to p~tc:::t 

the oil and gas under the above~escribcd land from being dr:linc:d. L=. sub!=:. rec:.eivc:r or other agent in conaol of the le3.Sed p=nises shall drill as ~ •: • 
wc:ll5 lS the: facts m:~y j ustify and shall use 3ppropria.t.e mc::!.tlS :~nd drill to a depth nC'"..essaty to prevent undue dr.Linage of oil and gas from :he l~ed premises. In 
addition. if oil and/or giU should be: produe:d in commercial quantities within 1,000 feet of the: IC3.Sed premises, or in any = where the lc::l.Sed premises is being 
drained by production of o il or gas. the L=sc:e, sublessee:, ree:ivc:r or other qent in c:ontrol of the: (c::lSed premises shall in good fai th begin the: drilling of a well or. 
wc:lls upon the: leased premises within 100 days after the dr.lining well or wells or the: well or wells completed within 1,000 feet of the: le3.Sed premises start producmg 
in commercial qu:llltitic:s and shall prosect.'te such drilling with diligence. F:1ilure to satisfy the: stl!UtOry offset oblig:1tion may subje ct this le3.Se llld the owner of the: 
soil ·s Jg~ncy rights to forfe iture. Only upon the: determination of the Commwioner of the Gc:ncr.ll Llnd Offic:.e 3tld with his written l pproval may the payment of 
compensatory royalty under applicable st:ulltcry par.uneten satisfy the: obligation to drill lll offset wdl or wells required under thil pang:-aph. 

18. FORCE MAIEl.JRE. If, aft.:r a good faith ~ffort. Lessee i.s prevented from complying with any apr--ss or implied covc:!"lant of this le:lSC, from 
conduc:ing drilling operations on the: le:ued pre:nise.s.. or from ;>roducing oil or gas from the: le:ued p=n~s by re3.Son of war, rebellion. riots, strikes, JC!S o(C-Qd., 0~ 
any valid order. rule or regulation of gove:runent Juthority, then while so prevented, Lesse:: 's obl igation to comply with suc:!l covenant shall be susJXnded and Lcsse­
shal I not be liable: for damages for fail \lie to comply with such covenants; additionally, this le:ue shall be extended while ~sc:c: is prevented, by any such ou.se, 
from conducting drilling md reworking operations or from producing oil or gas from the le:uc:d premises. However, nothing in this p~~h shall suspe~d the .

1 p:~y me::t of de: lay rentals in order to maintain this Jc:ase in ef"ect during the: primary te;m in the absc::~ce of such drilling or reworking oper::u!ons or producnoo of 
01 

or gas. 



--.. 

19. W ARRANrY CUUSE. The owner of the soil w=c.s and :lgrttl to defend ti tle to the le:=d premises. If the own a- of the soil defau lts in 
payments owed on_the ll:ased pmnjsc:s, then Leslee may redeem the rights of the owner of the soil in the lnsed premises by paying any mortpgc:. ta:ltel or oct\ r 
on the leased premtSCS.. If Lessee mUel payments on behalf of the owner of the soil uoda- this p~h, Le= m.zy recover the cost of thele paymenc.s froOl ~ letU 
rental and royal tiel due the owna- of the soil. 

. 20. CA) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less thm die entire undivided surbce c:state in the above 
descnbed land, whether or not Lcs.sce's interest is specified herein, then the roy:llti= and rc:nul ben in provided to be paid to the owna- of the soil shall be paid Ill hizza 
in the proportion which his iniUCSt bars to the entire: undivided surfa.ce estate and the royalties and I"Cital huein provided to be paid ID the Commis:sioner oftbc 
Gcner:ll Land Offia: of the Stau; ofTcxu shall be lik:wisc proPQrtionately reduc;ed.. Howe-ver, before: Lc:s:sec adju;sn the royalty or rcta.l due to the CornrnissioDa ( 
the Gcner:ll Land Offi~ Lessee or !lis a.uUlori:z:ed rc:presenw.ive must submit to the Cammissiona of the Gcnc:r.U Lmd Offic:e a written lt.l:ll:metU which c:xplaias ~ 
disacpancy betw=1 the interest p~ leased under !his lease and the actual inLc:rest owned by the owner of !be soil The Com.missioner of the Gcnc:31 Laud 
Office shall be paid dle value of the whole production al10C3ble 10 any undivided intc.rest not cove:n:d by a lease. less the proportion.ate developmc::u and procfue:j,ga 
cost alloQble to suc.h undivided interest. However, in no event shall the Commissioner of !be Gcnc:n1 L.md Offia: rc:eei-n: as a royalty on the p-oss production 
alloable to the undivided intc:n::st not le:ued an amount less than the value ofon.c·sixw:nth (1116) of such cross-produc:tioa.. 

(B) REDUCTION OF PAYMENTS. 1( during the primary c=n, a portion of the land c:ove:red by this le3.Se is inc:Judcd within the boundari= 
of a pooled unit thal has been approved by the School Lmd Bo3rd and the owner of the soil in ao:x~rdana: with N&DU'al Resow= Code Scaions S2..151-S2..1S., or 
U: at any time after the expiration of the primary term or the cxt=ded tc:rm. this lease covers a lc:s.sc:r number of acres ttw1 the total amowu desaibed herein. 
payments chat an made on a per aac basis hereunder shall be reduced xcordini to the number of acres pooled, relc:asc-d, sum::cdued, or otherwise severed. so aw 
payments dctt:rmined oa a per acn: basis under the tams of this lease daring the primary term shall be Q!eulued based upoo tbc: oambc:r of ;aaes outside the:. 
boundaries of <1 pooled unit, or, if .utc.r the expiration of the pri1:nMy tcnn, the number o( aoc:e:s ac:ua!ly retained and covered by this lease.. 

21. USE OF WATER.. Le3.3ee shall h.zve the right to use wau:r produced on S<Ud land n=.s3t)' for oper.uions under !his l=se except wou.cr from wdJs or 
tanJc.s of the owner o( the soil; provided, bo~er. Lesse: shall not u.se pouble wa~A:r or watc:r suitable for liY'C:SilXk or irrig:ltion purposes for wuerflood operations 
without the prior consent of the owner of the soil 

22. AUTliORIZED DAMAGES. Lessee shall pay the owna- of the soil for damages ca.used by its opcr:ltions to :1.11 personal property, improvements, 
liveltoclc and c:"Ops on S<Ud land. 

23. PlPELINE DE?TH. When requested by the: owna- of the soil.~ shall bwy its pipelin= below plow depth. 

24. WELL LOCATION LIMIT. No well sh:lll be drilled nc=-er than two bundled (200} feet tO any house or bam now on said ;=mises without the 
wrinen consent of the owner of the soil 

25. POLLUTION. In developing this area, Lessee: sh3ll u.se the highest degree of= and all proper safeguards to prc:Yent pollution. Without limiting tbe 
foregoing, pollution of coasuJ wetbnds. na.t\lr.1l watc:::ways. rive'S and impounded water s1ull be prc:vc:nt.cd by lhe use of cont:J.inment fa.c:::liti= suffic!ent to p~~t 
sp ill~e. seepage or ground w:lt'"T contamination. In the =vent of ;:JOIIution. Lessee shall use all m= at its disposal tO ree39tute :1.11 esc:apcd hydro=bons or other 
polluwu and shall be responsible for all d~e to public a:nd priv:ttc properties. L.clsee shall bu.ild aad tn.Jintain fences ir'Cund its slush., sump, and dninage pia 
and tank batteries so as to prot.cet live:stoclc l.pinst loss, dam~e o r injurr, and upon completion or abandonment of any well or wells, Lessee shall fill and levc:Jlll 
slush pits J11d cellars and complc::cly cle:m up the drilling site of all rubbish thereon. Lc= shall. wbile coaduc:ing opcr:ltions o n the le:tSed prc:mi5es, ke...'"'P said 
premises free of all rubbish., c:=s. boaJcs, pa.pcr cups or g:ubage. and upoo CQmplc:tion of opcr.Wocs shall rc:storc: the surface of the land to as ne:~r its original 
condition and contows as is prxtic:Jble. T3J\lcs and equipment will be kept painted and pre:s.enuble. 

• • • 26. RE~OV AL OF EQUIPMENT. Subjcc. to limiution.s in this paragr.1ph, Le:ssc:: shall have the right to remove rnac:.~inery and fixtures placed by 
~~~n. tke le:ued premises, including the right to draw and remove c::lSing, within one hundred twenty (120) days after the expiration or the termination of this 
le:ue unfcss the owner of the soil grana L.css= an extension of this 120-day period. However, Less= may not mnove casing from :my we !I Qpable of producin' oil 
andt{~ :n-,aying qu;antities. Additionally, Lessee nuy not dr.rw and remove casing until aftc:.r thirty (JO) d.:rys wriatn notice to the Commissioner of the Gcnenl 
LlncfOffic:! and to the owna- of the soil. The owner of the soil shall become the owner of any mac.'linery, fixturo..s, or casing wnic..'l are not timely removed by L= 
undc:rthe terms of this paragnph . 

• ••• • • • 
• • ~7. (A.) ASSIGNMENTS. Under the CQDditions conuinc:d in this pangr.:~ph and Paragr:xph 29 of this le:ISC, the: rights and c.staLe:$ ofc:ither patty to this 

le~c!'"'fY t= assigned, in whole or in pan, ;and the provisions of this le:ue shall extend to and be binding upon their heirs, dcvise:3, leg:U reprc:senw.ivcs, suc=ll 
3lld lssigfl!. How~er. a c:h311ge or division in ownenhip o f the land, rem:1ls, or roy:Uti= wiU not =large: the oblig:uions ofl.:ssec, diminish the rights, priviiC3= 
and C3Ul.CS of Lessee, impair the effc:~jvenc:ss of :1ny payment m:~de by ~ee or impair the effec:tiYencss of any act perfonned by Lessee. Alld no c. 'lange or 
divc.ieJtin ownership of the land, rent3Js. or roy:lltiel shall bind lesse: for any purpose until thirty (JO) days after the: owner of the soil (or his heirl. devisee.s, lcpl 
rep-,..•l&l~ves or assigns) furnishes the Lessee w ith s:uisf3.Ct0ry written =vidence of the change in ownership, including the original recorded munimc:nts of title (or 3 

cc:ni lied cepy of such original) wh"en the ownership changed be=e of a conveyanc.c:. A total or pa.rtial Ulignment oi this le:ISC shall, to the extent oi the intereSt 
ass~j;e~~ ~lic:vc: and dis~e L=e of all subsequc:nt obli,wons undc:::- this le3Se. If !his le:ue is assigned in ic.s entirety 3S to only part of the acre:lge, the right :~~~d 
option to pay rent:W sh311 be apportioned 3S between the sevenl ownell r:LU.bly, 3l:cording to the 3l'e:l of each, and fail~ by one o r more: of thc:m to pay his share of 
the rental shall not lffec: this le:J.Se on tlle p:ut o( the land upon which pro ra.u rcnt:W ~ timc:ly paid or tendered; hoWC'Vcr, if the assignor or :J.Ssign~ does not file 1 

certified copy of sue~ assignment in the General Llnd Office before the next rental paying daLe:, the entire: le3Se shall tcrmin3.LC for failure to pay the entire rental due 
undc:r Plr.lgnph J . Every assignee shall suc:::.eed to :1.11 rights and be subj ect to :1.11 oblig:l.lions. liabilities, and pct~altic owed to t.'le Sutc by the original lessee or ltiY 
prior lS.Signee of the le:J.Se, including any liabililic:s to the St:ltc for unpaid roy:llties. 

(B) ASSIGNMENT UMIT A TION. Notwit.'lst;lnding lilY provision in ?:=gr.~ ph 27(3), if the owner of tbe soil acquires this l~e in whole or in pillt by 
assi~Pment without the prior wrinc:n approv:ll o f the Commissionc::- of the Gc:ner.ll l.;lnd Office. this le3Se is void u of the time of assignment and the agc:nc:y power 
of the owner may be forfeited by the Commissioner. An assignment will be tre:~ted as if it were m3de to the owner of the soil if the assignee is: 

(I) a nomine: of the owner o f the soil; 
(2) a corpor3tion or subsidiary in which the ownc:r of the soil is a principal stockholder or i5 an employe: of such a c;:,rpor:uion o r subsidiary: 
(J) a pannership in which the owner of the soil is a partner or is ln employe: of such a partnellhip; 
(4) a principal stockholder o r employee o f the corpor.lLion which is the owner of the: soil; 
(S) a panner or employee in a partne!lhip which i.s the owner of the: soil; 



(6) a fiduciazy w the owner of the soil; includin' but DOt !muted to a JUUdi.m. trust=. executor, admioistntcr, receiver, or conserva10r for the 
owner of the soil; or 
(7) a family member oftbe owner of the soil or relaled to the owner of the soil by marriage:, blood, or adoption. 

23. RELEASES. Under the conditions contained in this paragraph md Paragraph 29, L::sscc IDJI)' at any time =.ste md deliver to the owner of the soil · 
ltl~ place of record a relc= or releasc:s covcrin' any portion or portions of the leased premises, md thereby s=oder th.is l=e as to such portion or portions. and be 
rel1cved ofaJI _subseq=t obligations as to acrca&e .surrendered. I! my part of this lease is properly~ the delay reut:a1 due ander th.is lease shall be~ 
by the _proporuon that the surrendered aaeagc be3n to the acn:age which was a:JVered by this I= immcdiau:ly prior to such surrender; bo~er, such release will 
cot rcheve Lcsse: of any liabilities which may ~ acaucd under this lease prior to the surraJdcr of suc:b acreage.. 

29. Fll..lNG 0~ ASS1GNMENI"S AND R..EI...EASES. I! all or my part ofth.is lease is a:ssigocd oc released. sach assipmcnt or release must be l=ordel! in 
the counry wh=: the land IS sitl.latcd. md the =rded instrument. or a copy of the rec:orded i.astnlment c;.ertificd by the County Ocrlr.: of the county in which the 
instrument is rceorded. must be filed in tbe General Land Offic;e within 90 days of the last exeQ!tioa dal: accompanied by tbe pre:saibed filing fee.. If any such 
assignment is not so filed. the rights acquired under this lease shall be subject to forfeiture at !be option of the Coavnissiooer of the General Land Offiec.. 

30. DISCLOSURE CLAUSE. All provisions pettaining to the lease of the ~-desc:i'bcd land have been included in th.is irutrumcnt. including the 
st:Uement of the true considc:r.uion to be paid Cor the executiQn of this lease md the ri~ and dvties of !be parties. AD.y collatz:nl agre:ments con=ing the 
development of oil md ps from the leased premises which are oot contained in this !e:asc: render tb.is !e:zse innlid. 

31. FIDUCIARY DlrtY. 'The owner of the soil owes the Stue a fiduciary duty aod must l\illy disl:lose my faas a;ff!:cting the Stale's intero:st in the leased 
premises. When the interests of the owner of the soil conflict with those of the State. the owner of the soil is obliglltcd to JNl !be Statc'l in~ befOT'C his personal 
interests. 

32. FORFEITURE. If~e shall fail or rduse to m.aJce the payment of my sum within thirty days after it beeomes due, or if Lessee or au authoriz:d 
~e:1t should_ knowingly make any false reNtn or false report conc:.'11ing production Ol drilling. Ol if Lessee shall fail or refuse to drill any offset well or wells in~ 
fouth ~ requ1red by law and the rules and regulations adopted by the CAmmi.s.sioner of the Gcne:r:lll.3nd Ot!ia:, or if Lese: should fail to file reports in the mmner 
required by law or fail to comply with rules and reg""Jla.tions promulgated by the Gcncnl Land Offic; the School L3nd Board. or the R.J.ilroad Commission. cr if 
Less~ should refuse the pro peT authority a.c:::es:s to the records pertaining to opc:r.uions, or ifL= or m authorized agent should knowingly fail or refuse to pvc 
com:ct information to the proper authoriry, or knowingly fail or refuse to furnish the Gcnc:ral I...and Office a correct log of any •..-ell. or if L=e:: shall !cnowin~ly 
violate any of the material provisions of this lease, or if this le3Se is usignc:d and the usig:nmcnt i.s oot filed in the Gcnc:rall..md Office :1:5 required by law, the rights 
acquired under this l=se shall be subject to forfeiOJ..rC by the Commissi.oner, and he shall forfeit same when sufficiently informed of the fucu whic:!l authoriz.: a 
forfeitu.rc.. and when forfeited the ate:1 slull :lgllin be subject to IC3Se under the tc:rms of the RclinquislunetH Ac:. However, ooth.i.ng he= in shall be construed as 
waiving the autornaric termination of this le3Se by operation oCiaw or by re:uon of any special limitation ...-s:ng h=der. forfcirurcs may be set aside and this 
le:ue 3Dd aJI rights thereunder n:insta1cd before the rights of anothe~ inte:vc:ne upou satisfac:ory ::vic!e:n~ :o the Conunissionc::- of the General Land Office of furure 
compliance with the provisions of the law and of this le:lSe and the rules and regulations tha.t mzy be adopted relative be..-e-.o. 

33. UEN. In a.c:ord31lce with Texas Natur:ll Reso= Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered 
by this lease to sec= payme:l[ of 0111 unpaid royalty and other sums of money tha.t may become due uoda 'llis lease.. By acc:;ltance of this lease, Lesse: grants the 
State, in addition to the lien provided by Texas ~atur:ll R.eso= CAdc S2.136 and any other applicable ;"..mJtory lien, a.a ::xpr:s.s contl'llallal lien on and sc:urity 
interest in 0111 le ased minc:rals in and e:xtr.:u;•..cd from the leased premises, all procc::ds whic:ll may 3CC'Ue to ~e from the sale of suc.'llcased minaals, whether suc.i 
proceeds arc held by Lessee or by a third party, and all fu:tures on and improvements to the leased pre:nises used in c:cnnec:ioa with the production or pro=ing of 
such leased mwnls in order to sec-.u-c the payme:~t of all royalties or other amounts due octo become due under this lease and to secure payment of any damag~ or 
loss that Lessor may suffer by reason ofL=e:'s breach of any covenant or condition of this 1=. whether express or implied.. This lien and security interes~ may be 
fore:losed with or without court proc....-eding.s in the manner provided in the Tide I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees tlijlt ft1; • • 
Commissioner may requ~ Lessee to exe....'"Ute and m:ord such instruments as may be =nably oec::ssary to a.clcnowlcdge., ~'l or perfect this lien. Lesse~ll'er&y 
re?n:sents that th=: are no prior or superior liens arising from and relating to Lessee's aaivities upon the above~cribed property or from L=ee's ~uisi~e~ el" • 
thiS lease. Should the Commissioner as any time determine thas this represenution is not true, the:1 the Commissioner may declare this lease forfeited as pi'IPt'id~• 
herein. • 

•••• 
34. POOLING. Lessee is hereby gr.111ted the right to pool or W1itizc the royalty interest of the owner of the soil unc!er this lease with ;my other l~e~iW• 

or mineral interest for the exploration. development and production of oil or g~ or either of them upon the same terms ~ sh.aJ.I x approved by the School LiQd • • 
Board and the Commissioner of the 01:ner.U L3nd Office: for the pooling or unitizing of the interest of the State under this Ia:= ;rursuant to Texas Narun.l R~~· 
Code S2.!Sl-52.!S3. The owner of the soil agrees thas the inclusion of this provision in this I= satisfies the exec-..1tion rcquir=ents stated in Texas Natural • 
Resources Code 52.152. •• •• • • •• •• 

35. INDEMNITY. Lessee ~by rele3Sc.s ;md disc.'largcs the St:uc ofTeus aEd lh.e owner of the soil, their offi~~ employ~ partners, agenu._ 
contr3ctors. subcontr.~aors. guests, invite::s, iUld their respective successors and assigns. of 3Dd from all and any actions and c:wses of action of every nature.~**:" 
harm, including environmental harm. for which recovery of damages is sought. including. but DOt limited to, all losses .llld cxpe= which an: C:lllSed by the • 
ac:.i vities of Less~ its offic:c:rs, employees, a.ad :~gents wing out o(, incidentll to, or resulting from, the operations of or fo r Lessee on the leased pre:uisc.s. . 
he:-eunder, or that may arise out of or be: occasioned by Les.se: 's br=:sc.i of any of the terms or provisions of this Agre:ment. or ;y any other negligent or stnc-Jy hab!e 
ac: or omissio n ofl.=ec. Furtl"'er, Les.se: hereby 3gn:::s to be liable for. exonerate, indemnify, defe..'1d and hold harmless the Suu: ofTexas .llld the owner of the SOil. 
their officers, employees md agents, their suc=sors or assigns, aglinst lliY 31ld :lll claims. liabilities, losses, damages, a.c:ions, p~onal injury (including deW!), 
costs and expenses. or otllc~ hann for which rccovc:rt of damages is sought. under any theory including tort, cont:r:~C., or strict liability, including a.ttomeys' fcc:s 311d 
ot.''ler leg3l expenses, including those related to e-="~Vironmental haurds, on the leased premises or in any w~ related to Lessee's faillll'C to comply with any and all 
environmental laws; those :uising from or in 3lly way rcla.ted to Lessee' s operations or 111y other of Lessee's activities on the leased premises; those wing £i?m 
L:sse::'s usc of the surfac: of the leased premises; and those that may :uise out of or be oecasiond by L:s.sce's bre:Jc.'l of any oi :he terms or provisions of thiS . 
Agreement or any other act o r omisSio n of L:ssec. its directors, offic:rs, employe--..s, panncrs. agc::1ts, contr.letDrs, subcontr:u:".crs, guestS, invit.ec.s, ;md their respcc:tlve 
succ:s.sors :111d assigns. Each assignee of this Agre:ment, or an inte~t then: in. agrees to be liable fo r, cxone!'":Ue, indemnify, cefend ;md hold harmless tlle State of 
Tc:x:as and the owner of the soil. their offic:rs, employees. and agents in the same manner provided a.bovc in connection with the activities of Lessee, it.s offic;::~. 
employees, and agents as described a.OOvc:. EXCEPT AS OTIIERWlSE EX.PRESSL Y LIMITED HEREIN, ALL OF THE Il"-'DDINITY OBLIGATI01'S 
Ai'ID\OR LIABILITIES ASSCMED tiNDER THE TER.\15 OF TIUS AGREEME.~'T SHALL BE WITHOUT Lil'rtiTS A."t"D WITHOUT REGARD TO TY 
TH:E CAUSE OR CAUSES THEREOF [EXCLUDING PRE-EXISTING CONDmONS), STRICf LIABILITY, OR THE ,'fEGLIGENCE OF A.'IY PAR 
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDE~f:'(IF1ED PARTY), WHETHER SUCH :"'EGLIGE:-.'CE BE SOLE, JOG'o'T, 
CONCURRE:'IT, ACTIVE, O R PASSIVE. 



36. ENVIRONMENTAL HAZAJU)S. Lc3.stc shall use tbe hlghc.st de~ o{ ~ ~d all n=oaable safe~ds to prrvent c:ontaminalion or pollution ~ · . 
zny cnviroruncnuJ mcdiwn,. includin1 soil. surbc:e wucrs, Jltlundwucr, sedimcrus. and surface or subsurbc:c str213. ambient w or 3riY other c:nvironmc1113111'1Cdi 0 

• 

in. on. or under, the leased premises. by aoy W2Stl:. poiiUWtt. or contaminanL Le=:e shall not brin1 or permit to remain on the le-ased premises 3ny as~s urn 
eonuininc rrw.erials, explosives. toxic m.a.t.crlals, or subswl= rcJUiaw:l as h.u.lrdo~a wastes,. h.zz:udous maurials, bazardo~a subswlca (u the tam •Hzz:ut!OUs 
Substance'" is defined in the Comprdlcnsive Euviroamcnw Response, Com~on znd Ua.bility Aa (CERCIJ.). -42 U.S. C. Sections 9601, ct seq.). or toxic 
subsunc_a under any fedcnl.. sau.. or loc:al 13w or rqujuioo (""Hzz::lrdous ~'"). cx=pc onfm.ary pt"Oduets commonly used iD c:ormec:loo witb oil and ps 
cxploraoon 311d development operations 0111d stored in the usual m.mncr and qumtitics.l.ESSl:E'S VIOLATION OF TH.E FOREGOING PROBIBmoN 
SHALL CONSTITUTE A MATDUAL BREAOI AND DE.FAUL T HEREtJNDER AAD u:.ssn: SHALL INDE.'iNIFY, HOLD BAR.'rll..E.SS AND 
DEFEND THE STAn: OF TEXAS A."m THE OWNER OF Tin: son. FROM AND AGAINST ANY Cl.AL'rJS. DA.'\iAGES. JUDGMLVI'S. P~ALTIEs, 
LUBrurn:s, AND COS"I'S (INC.UDING R.L\.SONABL.E ATTOR."a:YS' F'£ES AND COURT COSTS} CAUSED BY OR. ARl.SING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROHIBrTION OR (ll) Tin: PRESENCE, .RELEA.SE, OR DLSPQS.U. OF A.'V.Y HAZARDOUS MATDU.u.s ON 
tiNDER. OR ABOUT THE LEASED PR.E.'-IISES DURING L.E.SSD:'S OCCUP A. 'ICY OR CONTROL OF THE LEASED PRE.~ES. LESSEE SHALL • 
CLEAN UP, R.E:.~OYE, RE..'\fi:DY A.""D JU::P AIR A.'IY SOlL OR GROUND WATER CONT A.. 'rONA TION A."m DA..~GE CAUSED BY THE 
PR.ESD4CE OR R.EU:.A.SE OF A.'IY RAZ.UU>OUS MA TERlALS IN, ON, UNDER. OR ABOUT THE LEASED PRDO.SES DURING LESsEE'S 
OCCUPANCY OF THE LEASED l"RDDSES IN CONFOR.'rfANCE WITH THE R.EQL"'RL~ OF APPUCABLE LAW. THIS 
INDE.'r1NIFJCA TION A."m ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LlABn..ITY FOR RESPONSE ACTIONS UNDE:RTAI<D! 
PURSUA."'T TO CERCU. OR ANY OTBER !:NVIRONME'il'.AL LAW OR REGULATION. LESSEE SHALL IK\a:D fA Ttl. Y GIVE 11n: STATE OF 
TEXAS A.'lD THE OWNER OF THE SOn. 'W1Ul"rEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. UPON 
LEAR. 'liNG OF THE PRESL"'ICE OF A."fY lL\Z.ARD()US MA TE.RLU.S. OR UPON RECEIVING A NOTICE FROM A.'lY GOVER.~"TAL 
AGENCY PERTAINING TO HAZARDOUS :\iA TE.RLU.S WlllCH MAY AFFECT THE LEASED PRL'rllSES. THE OBUCA TIONS OF LEsSEE 
HElU:UNDER SHALL SL"RVIVE THE :EXPIRATION OR E.A..RLIE.R TER.'rliNA TION. FOR ANY REASON. OF TH1S AGRE..EME:."'T. 

37. APPUCABLE LAW. This lc:as.c is issued under the pnmsions ofT= Narun! R.csourc:s Cede 52..171 throuch 52..190. commonly lcnowu u the 
R.c:Jinquishmcnt Ac:t, V~d other applicable starutc:s and amcodmc:nts tb=:to, and if any provision iD this I= doa not con.form ID these SUQ!tes, the statuii:S .,..ill 
prevail over my DOnconforminl I= provUions.. 

3&. EXECUTION. This oil :md ps lc:~.Se must be si1=1ed :md :J.Cbowledged by the Less= before it is filed o{rc=rti in the county records and in the 
Gcnc."'3.1 Ur!d Office of the State ofT a=. Cue:: the fili.nl requirementS found in ?~It 39 of this lese have been s.arisfied, the cffcaive d.uc of this lease sh.a.ll 
be the dace four.d on Pa&e I. · · 

39. LEASE FILiNG. P'u=l.ant to Cupca 9 of the Tccas Business and Commen:: Code. this lc:1Se must be filed of~cord in the offic:: of the County 
Clerlc in any c:ounty iD wbic:11 .1.11 Of' 311y ;lart of the IC3Scd prcmiscs is lcx:::J.U:d. and c~:tified copics ther-eof must be filed i.n the Gcn=U l..Jnd Office. This lc:= is not 
effective until a certiiied c:opy of this le:ue (w!Uc:11 is made and e:.:'tified by the Councy C1c.-i: frcm hls rcc:ords) is filed in the C-c.ncr:LI Ur!d Offic: in ac:ordanc: with 
Texas Naru~ itcsou:= Cock 52..l&J. Ad.cfitionally, this le:ue shall not be binding upon the St:u.e unJcs.s it recitcs the =al >1nd tNc consider.uion p:lid or ~rcmisd 
for execution of this lc:I.Sc. The bonus due the S= and tbe prc:sc::ii:ed :lling fe~ slu.l1 accampany rue.':! certified c:opy to the Gene:-al Llnd Offic:. 

~~d;/ 
BY: ________ ~C~J~a~y~~,I~a~h~n~s~a~nu_ ______ __ 

••• • • • . . .. ~·----~~-~~~1~-~~~k ______ ____ 
DAT2. ____ ~c:J~------~/--~ ____________ _ 

•••• 
!;"[ NF'QF TEXAS 

• 
~~·~···~--~----~~~~--~~----------­Individually and as ag:ru for the State ofTc::us 

Dace:. __________________________________ ___ 

E . 

STA7E OF TEXAS 

BY: _______________________________ _ 

Indiv idually llld as :1gent for the State ofTc::us 
Richardson, deceased ss 

Date: __________ --:--------

STATE OF TEXAS 

BY:.~......,.--:-----:---:--::---:--:=----­
lndividuaJ.ly and as agent for the Sl.ltc of 1 c::cas 

Date: ________________________________ _ 

A CERTIFIED COPY 
IF IT BEARS THE i~ THE 1t:~i.6'1K 
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STATE OF ___________________ ___ 
(CORPORATION ACIOlOWl..EDGMENT) 

COUNTY OF ____________________ _ 

BEFORE ME, the UDdcmPJCd authority, on this cU)' peno!Wly 3Jipan:d•------------------------------------------
known to me to be the penon wbosc Q.liZilC is subsaibcci to !be fcmsoill& iDsawDc:m. u, ____________________ ___;of 

Given under rrry lwld md seal of otfic:c this the. ___ ___;day or __________ ___;· 19 ____ • 

Neary Public in md !« __________ _ 

STATE OF ___________________ ___ 
(CORPORATION AOO:OWl..EDGMENT) 

COUNTY OF ___________________ _ 

BErOR.E ME, the l.lllcicniped authority, on this cU)' personally ap~-------------------------------=------------
known to me to be the penon whose n.zmc is subsaibed to the fu n:&Qill& instrumcu, zs, _____________________ ,or 

;:-:-=------:---:-:---:--:---:-----~--:-----:----:---:---:---':""':'--:-::-:~md adcnawlcdgcd to me th.u llc c:xcc.&d the same 
fo r the purposes and con.sidc:r.uion tbc::-cin :xp=d. in tbc capacity =d. and as !be aa md deed of said c:orpor.uion. 

Given Wldcr my band md ~:U ofoffic: this thc, ___ ___;day o( ___________ _, 19 __ . 

Nobry P..Jblic in and for __________ _ 

57 ATE OF _ __:l::...::t>::.:'-'=-:..:.' ..:S:..,....:'_C!I.:...:...~....:...;C-=:::::_ _ _ _ (I}o "DrviD UAL AC:0/0\\i'L:""DGME'(l) 

COu~OF-~C:O~uC~~~d~o~-----
Before me. the undersigned J.ut.'lority. on this day pc:so=lly :JPpc=d, _ ___ DLL!.oLrt.....!..OL.!tL....h..u..,:y,_..tE:........ ---'Btl...lj..lC...;..L.huaur..ld..._..su,oJ..Du....'--..r.aL..llWL.l.L.. • .l.iduO..L..liiiW 
of C . E. Richardson . deceased 

bown to me to be the ?C.'SOn.s whose a.ames arc subsc:ibed to the fo~oing instrumot. and ;u;lc::owledg:d :0 me th3l they c:x:c-o.~ted the = e for the p~.:l~d 
c:•msidcr.Won therein cxpr-...s.scd. • • • • • 

Given under myhandandsc:U ofoffic::: thisthe, __ ....;.\..:\_'!D ____ dayof A v!t~.JS'\ 19 q g .. :!•:~ • .. -· 0 • • - --~~~~"~~~~---------J' ·,·• : ,t> r \1(\ • • . . • ~"~ 
~ lO- )'\~~ . · ..•• ~- .. 

• '"' ••• · -- J r-

' . RVT " ND E M RE JR. Notary ~~ •7 ~ ~: 
Noury ?-.1b l1c: '" m d fo r ... ~ · ' '. . - · • "· 

Caddo 1\II~b, Louowna : • •.• • .,.,' ~~ 
My Commission is for Lifo • •- • , ...,.., 

(I}o"DrYIDUAL A C1010Wl.EDGME••'T) • '"{ ",-STA. TE OF ___ ~-'-'::....=;__,c,...oc,.;;...::._ ___ __,. __ ..... 
• • •••• COUNTY OF_---L.m...!....I.Jl4.'().,..a.XA~~.aa£..JO,~- ..--r: 

Before me, the undersigned aut.'lority, on this day ;~e:sonally lppc~d. _ _ ____ ~C/~:.....t:a:J:::...+--J-==~ CJtfjv;'--1-'.JC:.....=:..:.Sffr..._..=:...:.....:........===--->; ... :• 

known to me to be the p~on.s whose names arc subsc:ibed :.o the (or:going inslrumot, md aclc::owledged to me that thc:y :xec-..1td the same for the ;lW?OS::S llld 
coruiderJ.tion ther:in e:q:rused. 4 

G;,., ~'"my h~d ~• ' " "' ofoOj~ ,.., U.o J. doy of ~19 C) g · 

~ 3~~-MONICA-MARLOWE 
f{;i*\~) NOTARY PUBLIC 
S \;~'- )~1 State of Texas 
l-~~~ Comm. Exp. 10-30-99 

..... .... :u • • 4 ••• 4 •• •• 4 ' 

Not.J.tY r.:blic: in llld for ___ ....JJjL.~=::........:....:=... _ __ _ 



. · ~ • • • • •• ..... 
• • • •• • 

•••• • • • •• • 
•• • • • • • •• 
• 

•• •• . . . ,. .. 
• •••••• • • 

EXHIBIT "A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JULY 
17, 1998, BY AND BETWEEN DOROTHY F. RlCHARDSON, A WIDOW OF C. E. RICHARDSON, 
DECEASED, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING 106.66 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 
a ll purposes shall be considered a fully Paid-Up Oil & Gas Lease. Said Delay Rentals have been. paid in 
full w ith the Bonus Consideration tendered herein. Delay Rental payment was based on a $1.00 per net 
mineral acre per year for Four (4) Years. 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 o f the primary term 
hereof or within I 80 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 dri ll ing 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 
succeed ing 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 a nd except for the proration uni ts 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 w"th 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 llol~ ~otwithstandiog 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 O( transpo[tation of ojl and gas 
produced from the retained lands. The so le liability o r 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. 

[n conducting such continuous drill ing program, Lessee shall be entitled to accumulate and later use time, 
if any, saved between wells, beginning with the second well under this continuous drilling program. If 
one well is commenced sooner than 180 days after the completion of the last preceding well. the portion 
of the prescribed 180 day period not used may be carried forward and added to the period between 
subsequent wells. 
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Geuenl Laad Omce 
Rdlaqaisluaat Act Lase FonD 
Rtvised, September 1997 

IF IT =u·.,TU~ "~·· A CERnFreo COPY 
~ '""~OF: THE COUI'(fY %AI( 

ATIEST: 7{) -e:s~ ..:Cjd 

®~-PAID UP 

OU.AND GAS LEASE 

nus. AGREEMENT is ~md CZltered io,tD this 17 day of Jnl :1[. 19....9..B...,_, betwea !be Sate ofTc:xas, .aiD& by llld tbrou&h its 
q~~ Dan1el L. Laird, d ea llng -rn-h i s so l~ a n d - sepa rat e pro p e r t y 

------- ----------------- -·of 1 3 3 West M i s t 1 et oe Ave 
San Antonio TX 78 21 7 wdq=t 

(Give Pcnn.anea& AddR:ss) • ' 

bcn:in ref=d to as the owner of the soil (wbc:tbcr one or more), and. __ ~C~J~a!-'y~:I-J...,a~b!:-'n ... s-:u:a .... n..._-=---:-:-- -:::--:::-:::-------
2 0 3 w • ·W a 1 1 • s u i t e 8 0 0 or 
Mi dland . T X 7 9 70 1 

(Give Pe:m.mcnl Address) 

1. GRANTING ct.AUSE. For md iD c:oosider.ltioo of the amounts stated below and of the covenants md qrcemc:ots tD be paid, kept and performed by 
Lessee IIOdcr lhis lease, the State ofTcxas ac:tin& by and throuJh the owner of the soil. bcrdJy p3lltS.Ieases aod lets UIUO Lessee. for the sole and only purpose of 
prospccing and drillin& for and prodU(:ing oil mel gas, laying pipe lines, building t.anJcs, Slllrio& oil md building power swions. tdepboae lioc3 md ocher sttuc:UireS 

thereon, to produc:e, save. taltc care o( ~real aod tnDspOrt wd produ(;IS oftbe lease, the foUowiog laod.s situared in en 1 be rsari County. SWc 
ofT cxas, to-wit: 

Block 100, 
Section 8: 
Section 9: 
Section 16: 
Section 17: 

Public School Land Survey 

All 
All 

All 
All 

containing 2 , 5 60 acres. more oc less. The bonus consideration paid for this le:uc is as follows; 

To the Stale ofTcxas: T w o Tho u sand Eight Hundred Seve n ty-nine 
Doll:us(S 2. 8 1 9 ~ 82 

To the owner of the soil: Two Thousand Eight Hund r ed Seventy-nine 
Dollars (S 2 , 819 82 ) 

and 82/100 

and 82/100 

Towbonusconsidmtioo: F i ve Thousand Seyen Hund r ed Fifty-nine and 64 /100 
• • • Dollars (S 5 r 1 5 9 I 6 4 ) • • ••• 

~~i;J bonus consideration paid represents a bonus of,-:=-__,;:F;....l::... -:=f..;;t:--y._-~f-=o;..:u::..r=---=a:.;n~d--.:.N.:..;o:::.L../..:l:...;O::...O::-:::-:-::-:----::-::-------------_-_-_-_-_-_-_-_ 
• • • Dollars (S 54 , 0 0 ) per =. oo 1 0 6 1 6 6 net acres. 

•: 2. TER.'vf. Subject to the other provisions in this leas~. this lease shall be for a term of F j ve ( 5} years from this cU!c 
~~Z:~called "primary term") and as long thercaftct as oil and gas, or either of them, is produced in paying quantities from said land. 
~us~ in this lease, the tcnn "produced in paying quantities" mc;ms that the receipts from the sale or other mlhorizcd cornmcrt:ial use of the substance(s) CO"V~d 

• p~e# out of pocket operational expenses for the six months last past. 
*~e~ Exhibit "A" attached ~or Pd-Up Delay ~ental Provision shown as Par~graph #40 

•: • • or its succc:ssors (which shall continue as the depository regardless of 
saitl land), the amount specified below; iD · · n, ~ce shall pay or tender to the COMMISSIONER OF TIIE GENERAL ...,..,.,.·"'t""::'T 
TEXAS, AT AUSTIN. TEXAS, a like sum on or 'd date. Payments under this paragnph shall operate as a ~!iUo-llllll 
tllc c:ommcnc:cmcnt of a well for one ( 1) year from said~. cnts Wider this pangrapb shall~ in the foil · 

To the owner of the soil: _________ ~......,::::---~,....c:::___~:-------------------
Dollan (S·--------------,~~-----.J 

TotheStaleofT~=------------~~~----~~---~-----------------------------
Dollan (S. _______ __,,...=---------~~ 

TowRenw: ______ ______ ~~~----------------------~~~------------------------------
Dollan (S. __ __,,...c::::::.----------------' 



<4. PRODUCTION ROYAL TIES. Upon production or oil and/or J&S. Lessee aqe.es to pay or cause to be paid onc-h.alf (112} or the royalty 
provided for in this lease to the Commissioner of the Genc:rallAnd Otiic:c of the State of Texas, at Austin. Tau. and onc-half(l/2) of such royalty to !he owner or 
the soil: 

(A) On.. Royalty payable on oil, wbic:h is defined as includinJ all hy~oc..s produc:cd in a liquid Conn at the moUlh of the well and also as all 
condensau, distillate, and other liquid hydroearbons recovered from oil or ps run tbrouih a sepantor or other equipmelU, as bereina&r provided, sball be 

3/16 pitt of !he gross production or the marlcct value thc:reo( at the option of the owner of the soil or the Commissioner of the 
General Land Offic:c, such value to be ddcnn.intd by I) the highest posted price, plus premium, iCmy, offered oc paid for oil, condensate, distillate, or other liquid 
hydrocarllons, respectively, o( a like type md gravity in the Jmeral aru wberc produc:cd and when nm, or 2} the highest .llWket pric:c lhc:rcoC offered or paid in the 
gencra.l area where produc:cd and when nm. 01' 3) the gross proc:ecds of the sale thereo~ whichever is tbe peater. Lessee~ that befOR my Jas produc:cd from lhe 
leased premises is sold., used or processed in a plant, it will be run free of cost to the royalty owners through an ~uate oil and J3S sejni"W)r or conventional type. or 
other equipment at least as efficie:nl, so that all liquid hydrocarbons recoverable tram the ps by such means will be recovered. The requim:nent that such gas be nm 
through a separator or other equipment 1112)' be waived in writing by the royalty OWDCt3 upoa such tcnns and conditions as they prescnl>c.. 

(B) NON PROCESSED GAS. RDyalty on any gas (mcluding flared ps), whic:h is deflJICd as all bydro<:arbons and gaseous substances not defined 
as oil in subpar;acraph (A) above, produced from any well on said land (except as provided hc:rein with respect to ps processed in a platll for tbe extraction or 
Ja.solinc:, liquid hydrocarbons or other prt>duas} shall be 3/16 part oftbe poss production or the nwkct value therco( at the option of the 
owner of the soil oc the Commissioner of the General Land Office, such value to be based on the biz,hcst awfcet pric:e paid or offered for ps of comparable quality iD 
the gcneral at"ea where produa:d md wbcn nm, or the gross price paid 01' offered to the producer, whil:bevcr is !he greater, provided that !he maximum p~ base 
in measuring the ps under this lease shall not at my time cx=d 14.65 pounds per square in<:h absolme.IDd tbe szaDdard base IA:m~ sball be sixty (60} 
degrees FahRnheit, eorrec:tioa to be~ for pi'1:SSUTC Keordioc to Boyle's uw, md for specific IJ'liVity according to tests made by the Balance Method or by the 
most approved method of testing being used by the indusny • the time oftcstinc. 

(C) PROCESSED GAS. Royalty on any ps processed in a gasoline plant or other plant for the recovery of gasoline or other liquid byc1rocarbons 
shall be 3/1 6 part of the residue gas and the liquid hydroc:arl>oas c:xtractc:d or the marltet value thc:reo( at the option of the 
owner of the soil or tbe Commissioner of the Genenl Land Office. All royalties due bcreia shall be based on one hundred perc:cnt (100%) of the total plant 
production of n:.sidue gas aaributlble to ps produc:cd from this lease, and on fifty percent (~0%}, or that pm:ent accruin& to Lessee, whichever is the: greater. of the 
total plant produc:tion oCJiquid hydrocarbons aaribuable to the gas produc:cd from this lease; provided that ifliquid hydrocarbons are recovered from gas proc:cssed 
in a plant in which Lessee (or its parent. subsidiary or affiliate) owns an interest, then the pc:ra:ntagc appli~le to liquid bydroe3tbons shall be fifty perc:cnt (5~/o} or 
the highest percent ~inc to a third party processing gas through such plant under a proc:cssing agrc:emcnt negotiated at ann's length (or iCthere is no such thin! 
party, the: highest percent thea being specified in proecssing agreements or c;()ntracts in the industry). whichever is the greater. Tbe respeaive royalties on residue gas 
and on liquid hydroc:ubons shall be detemtined by I} the highest marlcc:t pric:c paid or offered for any gas (or liquid hydroc::uboas) of comparable quality in the 
general arc: a. or 2) the poss pric:c paid or offc:rc:d for such residue gas (or the weighted average gross selling price for the respective: grades of liquid hydrocarbons}, 
whichever is the gn:a.ta. In no evenr. however, shall the royalties payable: under this paragraph be Jc:s.s than the royalties which would bzve been due had the gas not 
been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or :~~~y other products produced or manufaaurc:d from gas (exc:cpting liquid bydroc:arbons) 
whether said gas be "casinghc:ad., • "dry, • or any other gas, by fractionating, burning or any other processing shall be . 3/1 6 pan of the 
gross production of such products, or the rnari::et value thereof; at the option of the owner of the soil or the: Commissioner of the General Land Offic:c, such market 
value to be detennined as follows: I} on the basis of the highest marlcct price of c:acb product for the same month in which such product is produced., or 2) on the 
basis of the average: p-oss sale price of eacl1 product for the same month in which suc:h products an: produced; whichever is the: ~-

•• .. 
5. MINIMUM ROYALTY. During any year after the expiration of the primary tc:nn of !his lease:, if this lease is maintained by production. the fb¥aftits 

paid under this lease in no event shall be Jess than an amount equal to the total annual delay rental herein provided; otherwise:, thc:rc: shall be due and payable~~ "• • 
before the last day of the month succeeding the anniversary cla1e of this lease a sum equal to the txltal iWlual rental less the amount of royalties paid during ~ • • • 
preceding ye:1t. If Paragraph 3 of this lease does not specify a de: lay rental amount, then for the: purposes of this paragraph, the: delay rental amount shall be one • 
dollar ($1.00} per acre. • • • • 

• • 
6. ROYALTY IN KIND. Notwithstanding any other provision in this lease. at any time or from time to time:, the owner of tbe soil or the Commwtonc:;:. 

of the: General Land Offic:c may, at the option of either, upon not Jess «ban sixty (60} days ootic:c to the holder of the lease. require that the payment of any roy~cs • • 
accrui,ng to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the Gener:U Land Offic:c's right to take its roya1t}t ~ 
Jcind shall not diminisb or negate the owner of the soil's or the Commissioner of the General L:~~~d Offic:c's rights or Lessee's obligations, whether express or implied., •• •• • 
under this lease. . • • • • • 

7. NO DEDUCTIONS. Lessee agre.cs that all royalties acauinc under tbis lease (mcluding those paid in kind} shall be ~thout deduction for the cost~C • • ~ • 
producing, gathering, storing. separating, tre3.ting, dehydrating, compressing, processing, transporting. and olhcrwise making the oil, ps and other products · • 
hereunder re3dy for sale or usc:. Lessee agrees to compute and pay royalties on the gross value rec:cived., including any reimbursements for severanc:c taXes and 
production related wsts. 

8. PLANT FUEL AND RECYCLED GAS. No royalty sh3ll be payable on any gas as may represent this lease's proportionate sh~ of any fuel used to . 
process gas produced hereunder in any processing plant Notwithstanding any other provision of this le:lSe, and subject to the written coc..sent of the owner of th~ soil 
and the: Commissioner of the Gencr.U Land Office, Lessee nuy recycle: gas for gas lift purposes on the leased premises or for injection into any oil or gas producmg 
fonmuion underlying the le:lSed premises after the liquid hydrocarbons contained in the gas have: be:n removed; no royalties shall be payable on the recycled gas 
until it is produced and sold or used by Lessee in a manner which entitles the royalty ownc:n 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 Offic:c iU Austin, 
Texas, in the: following manner: 

P<~ymc:nt of royalty on production of oil and gas shall be as provided in the: rules set forth in the Texas Register. Rulc:.s currently provide: that royalty _on oil is due 
and must be received in the General Land Offic:c on or before the 5th day of the second month suc~ding the month of production. and royalty on gas IS due. and 
must be: received in the Gener.l.l Land Office on or before the I 5th day of the second month succ:cc:ding the month of production, accompanied by the: affi~avlt ~:the f 
owner, m:~~~ager or other authorized agent, completed in the form :~~~d manner prescribed by the: General Land Offic:c and showing the gross amount and dlsp?s•U~~ 0 

all oil :~~~d gas produced :~~~d the: market value of the oil and gas, together with a copy of all documenlS, records or reports confirming the gross production. dlspoSIUon 



·. 

and marlcet value .inc:ludin& g:u meter readings. pipeline r'C'"..cipts. ps line rec:dpts aDd other chec:ks or memoraoda ofamoWll produced :lnd ~ut into pipelines, tlnb. 
or poob md &as hnes or ps storaae. and any other reportS or records which the Gc.llc:nll..and Office auy require to veri!Y the gross produc::Jon. disposition and 

' market v~ue. In all ~c:s the authority of a auna&eT or a&cnt to act for the L=sec bcrcin must be filed in the Genenl L=d Office.. Eac:h royalty p:ayau:nt sluJI be 
:a.c:~mpanu:d by a cllcc:k: stub, !dlcd~e. surtll1atY or other renUttance advice showin& by the assip~Cd Gcnenl L.md Office l=s.e number the unowu of ro~ty bein 
pa1d on each le&U.. lfl.cs:see pays h1s I"'}'"alty oa or before thiny (30) days after the royalty payment was due, then Lc.uee owes a penalty o( 5% on the royalty or ' 
S25.00, whichever is greatcT. A royalty payment whlc:h is over thiny (30) days late shall acaue a penalty o( l<J--' of the royalty due or S25.00 whichever is~ 
In addition to a penalty, royalties shall K.CUe intcr"CSt ill a r.u.e of 12% per~ such in=t will bc:;in x.auing when the royalty is six:ry (60) day$ ovCf'duc.. • 
Affidavits and supponln& documents wbic:h are not filed when d\Je shall incur a penalty in :m amoant set by the General L=d Office admiDistrative rule which is 
effec:-jye on the date when the affidavits or supporting doaunents were due. 'Tl!e-L:ssee shall 'be:lr all responsibility for payiD& or c::wsin& royalties to be: paid as 
pl1:$albc:d by the due date provided herein. P~ of the delinquency penalty shall in no wrt o~ to prohibit the St:11t's right of forfeiture a.s provided by law 
nor act to postpone the date oa which roy~ ties were origUully due. l'bc above pc:Wty provisions shall not :~pply in= of title di.sp~ as to the S!a.tc's ponjoo oC 
the roy :!.I ty or to chat portio a of the roy.Uty in dispute :IS to fa.i.r m ark:t value. 

10. (A) RESERVES, CONTRACTS AND~ RECORDS. Lessee shall mnu.a.Jiy lUmish the Commiss:oner of the Gc::lc:nl L.lnd Office with 
its best possible estimate: o( oil md a as rc:sc:ves underlying this lease or alloable to this lc::ue and shallll.lrnis.h said Commissioner with copies of all contncu tulder 
which psis sold or processed and all subse-quent~ and amendments to such contr3CtS within thirty (30) day$ after c:a.tuin& into or malcinc such COClCI'acts, 
agre:ments or JO:tndmc:nts.. Suc:h aJntnc:ts md ~ts when recdved by the Gcncrall..md Ofii" shall be: bcld ill CQa.fidc;a~:e by !he Gcnaa1 Urad Offici: unla:s 
otherwise 3Uthoriz.ed by Lc:s.se:.. All ocher contrac::s and r=rd.s paai~ to the productioa.. transporwioa., sale llld marlc::ting of the oil and ps produced oa ~d 
premises, including the books md ==ts. rcc:ipts md dischaTgQ o( ~ w-ells, tmk:s., pooU, mctas, md pipelines sh.alJ at ill times be: subjee: 10 inspcetioa &ad 
c:x:lmination by ~ Commissioner of the C"CC!c:rall..ould Offic::, the AJ:torncy Gcner:l.(. the Governor, or the reprc:sencuive of any of tbem.. 

(B) PERMITS, DRll..UNG RECORDS. Wriiii:n ootic.: of all opcra.tions ou this I= shall be submiacd 10 the Commissioner of the General 
Lu!d Offic.: by L=cc or opcr.ucc five (S) d3ys before spud date. wori:over, n:-<:ntry, tcnponry ~donment or plu& aDd abandonment of any well or wells. Sue:!! 
written notice to the Gcn.cral Lmd Office shall include copies o fR.illroa.d Co1Jlllli.moa forms for applic:Woo to drill Copies o( well ~ CQmpletioa reports and 
plugging reports shall be: supplied to the G=er.l! L.md Offic.: ill the time they:= tiled with the Tex:u ~road Commission. All applications, permits, reports or 
otheT filinp that n:fercnce this lease or my ~ific well oa the le:ued premises and that are submitted to the Texas R.a..ilroad Commission or a:ny other governmental 
agency shall include the word 'Stille' in th.e title. Additionally, in ~ce with Railroad Commission rules, any signagc on the leased ;n-emises for the pUlpOse of 
ic!entifyin& welU, t.anlc bacaies or other usociaLed improvc:nents 10 the !.md must also inclua the -.rord 'Statz:. • l...:s3ee shall supply the Gcaera1 Ulld Offic.e with 
arry records, me:noranda, ac:.c:oWJts, reportS. c:uainp md cores., or otha information relillivc to the opcr.uion of the above-dc:saibed premises, wbic:!l may be: 
requested by the C-=er.U L=d Office. in addition to those herein cxpr=ly provided for. t..:s.s= shallluve aa cle1:trica.l and/or radklactivity survey marle oa the 
bore-hole section, from the base of the surfao: casing 10 the toW depth of well. of all wells cbillcd on the above desc::11:c1i pn:m.isa and shall transmit a tnle copy of 
the: log of =h survey oo e:l.c:h well 10 the Gcnc:nl Land Office within fift~ (IS) days after the making of said survey. 

(q PENAL TIES. ~ slla.ll inc-.u a pcn.Uty weenc:ver reports, documc::~ts or otheT rnaterial.s are not filed in the C-e:Je:"3.! L.lnd Office when 
due:. The penalty for late filin& shall be set by tbc: Gc:lcra.l Land Offic.: administrative rule wbic!l is :tfe1:tive on the date wb.= the matcrial.s we.~ due in the GcnerOl.l 
l..J.n d 0 ffice. 

II . DRY HOLE/C'=..SSA TION O F ?RODt:CTION DL"RRNG PRIMARY TERM. U: during the primary t:ml he.'1:of and prier to discovery and produc:tion 
of oil or gas on said land., Lessee should drill a dry hole or hol~ th=n. or iC during the prinury tcm1 ~l"C1)fand ai'..er the discovery and aaua1 produc:tion of oil or 
g;u from the leased premises sue:.. 'I production the:-eof should ce3Se from my cause:. this leJ.Se sball oot tcnninate iCon or befon: t.'le c:xpir.u:on of sixty (60) days from 
d:ue o f completion of said dry bole or c:ess:uion of production L,es.s(:e commences oldditiona.l drilling or l'C'NorXing ope::uions :hc:;."een.. or pays or tenders the next 
annu~ delay I'C;ll:ll in the s.une manner :u provided in this lease. U: dur...ng the last ye:u of the primary :.am or within sixty (60) d:rys pr.or !her:to, a dry hole be 
co~,pl~==d ~d ~andoned, o_r the production of oil or gas should ce3Se fer a.ny .c::a~c, ~·s rigb.~ sball n:m:Un_ in _full for= an~ effca without Nnbcr o~~ns . lln'tl! ~c CWCPir.uJon of the pnmary tenn; and if Lessee has not resumed productlon Ill p3}'tng qua.nuoes ill the cxpu·:won of the pnm:uy tcrnl, L.::ssc: may nwnr::un thu 
le:ue ~conducting olddition~ drilling or rcwori:in& operations pursu.:1.0t 10 P3ragr.aph 13, usin& the expintion of the primary tc.rm as the date of=atioo of 
p.o•~in under Pllr.lgr.lph 13. Should the: tim well or any subsequent well drilled on the :lbove desaibcd land be: completed a.s a shut-in oil or g:u well within !he 
pn~3.t)'~rm hereof: Lel.sce may resume payment of the annu.a.J rcntll in the same manner as provide::( ~in on or before the: renw paying date following the 
cxp'lntion of sixty (60) <Uys from the date of completion of sue:.. 'I shut-in o il or gJ.S well and upon the fa.ilun: to make suc!l paymeoc, this l=e shall ipso facto 
~.-ate. If at the c:x:p ir.ltion of :he primary term or ;my time there3l'tc J. shut-in oil or gll.S well is loctcd on the lc3Sed premise.s, payments may be made in 
aeeordlnce with the shut-in provisioll.5 her:o.t: 

• •• • 
• • .: 1:::!... DRlLUNG AND REWORK.ING AT EXPIRATION OF PRIMARY TE.'-\ol. IC. ill the apir.U.ion of the primary term. ne ither oil nor psis being 
J:WOduc:ed on s:lid land., but Lessee is then engaged in drilling or reworidng oper.uions thereon, this le= shall remain in fo re:: so long as operations on said •Nell or for 

• •4nij ing or n:working of l.lT)' oldditional well uc prosec~ted in :ood f:U th llld in- woltm;mlilce manner without interruptions toulin& more than sixty (60) ~ays during 
• u~ ene such operation, 3nd if they result in the produc:ion of o il llldlo r ps, so long lhcrc:lft.cr as oil and/or gas i.s produc.:d in paying quantities from s;ud land. or 

• payVJcnl of shut-in oil or l1lS well royalties or CQmpens3.tOry royalties is made as provided in this leJ.Se. 
:···· • 

13. CESSATION, DRILLING, A.'l'D REWOR..1GNG. U: alter the expiration of !he primary term, i'roduction ofoiJ o r p.s from the le:ued premises, :after 
one:: obtained. should CC3Se from any c;~u.se. this le:ue sball not 11:r:nin.u.: iCLc.s.se:c commence olddjtion.al drillin& or rcworX;ng opcntions within sixty (60) ciays 
after such cess:~lion, and this le= shall remain in full force and effec:t for so long :IS such oper31ions continue in good faith and in worlc:n.anlilce manner w ithout 
interTUptions total ing more than sixty (60) days. If suc:..'l drilling or rcwori:in& oper.Wons I"Cjult in the production of oil or gas. the le:ue sh~l remain in fu ll fore: and 
e ffect fo r so long as oil or gas is produc:cd from the leJ.Sed pn:mis~ in paying qu3lltities or payment o f shut-in oil or g:u ~ll royalties o r payment of compensatOry 
royalties is made: as provided hen:in o r as provided by Jaw. If the drilling or rcworlcing opcr:uions result in the completion of~ well as a dry hole, the leJ.Se will not 
ter.nina~e if the: L:ssc: commences additional drilling or n:working operations within sixty (60) d:rys after the completion o ftr.c: well as a dry hole, and this lease 
shal l remain in effect so long J.S ~ce continues drilling or rcworlcing ope.~ons in good f.lith and in a worlcmanlilce m=er without int.emJptions tc~ t:l.ling mon: 
than sixty (60) ciays. L:.s.sc:e shall give wric:en no tic:: 10 the General L=d O ffic.: within thirty (JO) days of lilY c:.s.sation of production. 

14. SHUT-IN ROYAL TIES. For purpos~ of this pangr.~ph. "well' means any well that has be:n assigned~ w ell number by the~ :~.g~c:y ~avi~g 
jurisdiction over the production of oil and gas. If, at any time :Lft=r the a'j)inLion of the prim:uy ~on of a lcJ.Se that, Wllil be:tlg shut in. was ~:ng ma.JnUJned ~ 
fo rce 3lld effect., :a well capable of producing oil or gas in paying qiW!tities is Joc:ued on the le3Sed p~miscs, but oil or gas is no t being produc:cd for l_:~clc ~f SUILlble 
production faciliti~ or lack of a suitl.ble m:ltlc:et. then Lesse: may pay J.S :1 shut-in oil or gas royalty lllllllount equ.a.J to double the a.JU1Ucl rcnt:l.l prov1de d In the 
leJ.Se, but not lcsl than S 1.200 a yeJr for e:~c!l well c:~pablc of produc:ng o il or gJ.S in paying qu3lltiti es. I!P:lr.lg:l"3pt\! ,t ~~.4c Heil?~ " a;Hit!:~y rental 
amount., then for the purposes of !his pan;.'";lph. the de l :~y rcnu.l ii.ITlc unt sh.UI be one doll;u- (S l.OO) per acre. To be,.¥f~§f1Ve , Cfciifrn fir. ya.I:Y 



must be paid on or before: (I) the expiration of the primary tl:nn, (2) 6Q d.ays atttr the Lessee c:cases to produ~ oil or gas fi:om the leased premises, or (J) 60 days 
after Lessee C:O~pletcs a drill inc or reworkiog oper.uion in XCQrdan~ with the lease provisioc:s; whlc:h:'cr. date is latest. S~ch ~ayment shall be made one-ha)f(lll) 
to the C~mtruss1oncr of the Gcncn.J Land Offi~ md one-half (112) to the owner of the soil. If the shut-m 011 or ~ royalty a pa~d, the lease shall be ~nsidcred to be 
a producmg lease and the payment sh&1l e:x::cnd the tenn of the lease for a period of ooc ~ fi:om the end of the pnmary term. or from the fim day of the month 
following the month in which production =uecf. md, after that, if no suitable production fac:ilities or suiu.ble marlcet for the oil or gas c::xisu, Lasee m.ay extend the · 
lease for four more suc:=ive periods of one (I) year by paying the same amount e=.'l ~on o r befcre the expir.ation of cacll shut-in y=:. 

l .S. COMPENSATORY ROYAL TIES. u; during the period the IC2SC is kept in effea by payment of the shut-in oil or gas royalty, oil or gas is sold and · 
delivered in paying quantities from a weD Jo=ted wil.bin one thousand (1,000) £cct of the leased pn::miscs and completed in the same producing resc:rvoir, or in :my . 
case in which drainage is oc..'"UI'Ting. tbc right to continue to maintain the lease by p.aying the .shut-in oil ~ ps royalty shall c:case, but the lease shall remain effeai"f1:. · 
for the mnainda of the 1= for which the roy;Uty has been paid. The Less« t=y mai.oClin the lase for !our more suc=.sive Y= by Less= paying CO~Upe:\sa1ory 
roy:a.lty a.t the royalty raLe provid~ in the I= of :he IDNkct value of production from the wen causing the dr.linage or whic:b is comp!etl:d in the same Producing 
reservoir and within one thousand (1,000) fed of the leased ptemUes. 'The compensatory royalty is to be paid monthly, onc-balf(l/2} to the Commissioner of the 
Gener.l! l..lnd Office and one-half (11.2} to the owner of the soil. beJincing on or befoi"C the last day of the mondl following the month in which the oil or :U is 
produced from the well causing tbe dn.i.nage or that is ~mpletcd in tbc same producing =voir m.d Joc::m:d wilhin ooc thoasmd (1,000) feet of the l=d ~ 
If the compensatory royalty paid in ury 12-month period is in an amount Jc:ss thloll tbc i!Mual shut-in oil or gas royalty, Les:see shall pay an :unount equal to the 
di.trerence within thirty (30) days .from lbe end of the 12-mooth period. Compc::u.a.tory royalty paytr.ents which :ue not timely paid will aa;c:= penalty and inten:st in 
ac:eordan~ w ith Pangnph 9 of this lase. None ofthc:sc provisions will relieve Lessee of !he obliprioo of=onahle dcvc1opmcnt nor the oblip.tioo to drill offset .· 
wells u ;:rovided in Taas Na.tural Rcsoan:cs Code S2.17J ; bowever, at the det=i.nation of the Commissioner, and with the Commissioners written approval, !be 
payment of compensatOry royalties c:111 S3risfy tbe oblipricn to dril.l otrset wells. 

16. RliTAINED ACREAGE. Norwithstanding arry provision of this lease to the contr.Jr)', ;after a well producing or c::~pable of producing oil or ga.s has 
been completed on the leased premises, Less= shall cxrn:isc the diligence of a reasonably prudent opc:r:nor in drilling such additional well or wells as may be 
I"C:l:Sonahly necessary for the proper development o( the leased premises ll.lld in nwiceting the production thereon. 

(A) VERTICAL. lo the evot this lease is in !'orce and e!fe..-t two (2) ye:1n :lf'.a the a;-iratioo date of the pri.nury or cxtl:nded tcml it shall then te:mi= 
as to all of the l=d premises. EXCEPT (1) 40 =surrounding C3C.1 oil well c:tpable ofproduc:.Og in ~g quantities and 320 = SUtTOunding each ps~U 
~able of producing in paying quantities (including a shut-in oil Of' g3S well as provided in Pangraph 14 bc:n:ol), or a well upon which ~ee is then atgJged in 
continuous drilling or rC"WOrlcing opcntions, or (2) tbc number of 3C"C.S included in a producing pooled unit pursuant to Tc::xas Narura.l ~urce:s Code .S2.1Sl-
.S2. I .SJ. or 0) suc.i ~=or != niDDber of aces as may the::~ be all~d for production PUJ?OSCS to a pror:uion unit for e:u:l'l sucl'l producing wen undc:- the rules 
and re!:'Jia.r.ions of the: R.3ilroad Commission ofTc:::us, or arry suc:-...cs.sor agency, or other goveromc:-'...tal authority havingjurisdidon. If a.t any time after the et!"ecive 
date of the partial te:mi=tion ;:revisions bcr=t; the applicable field rules are c;hanged or the well or wells I~ thc:eon :ue rcc!assifi~ so th.a.t tess a=::~g~ is 
the~u alloc.1ted to said well or wells fo r production PUI?OSC:S.. dW !cue sh:lll thereupon te:min:u.: as to all acrc::~ge not thc::-e:l.ftu alloc.::lt.cd to s:Ud well or . .,~ !Is for 
production purpose.s.. Norwiths-.:~nding the termination of this lc::ue ;u to :1 portion of the lands coven::d hc::'eby, L=: ~I nevertheless continue to have: the -ight of 
ing:e:ss to and egress fi:om the lands; still subjec: to this IC:ISe for all purposes described in P:~r.1pph I hereof; together with casements and rights-<>f-way Cor e;:;jsting 
roads, existing ;~ipe l inc:.s and other existing fa.c:ilitic:s on. over and =s.s all the: lands desc.-ibed in Paragraph I hereofrthe rel:lined lands"), for ;u;=s to and from the 
reu.ined lands 31ld for :he gathering or traruporution of oil. gas 3Dd lthc:r miner.l!s produc:d from tl:e rel:lin~ lands. 

(B) HORlZON'TAL. In the event this Je;uc is in fore: and e~cct two (2) yean after the :xpira.tion daL: of the primary or extended t= it shall further 
tcnninatc as to all dC?ths belo w I 00 fe:t !>=low the total depth drilled (bcreinaftc "deeper depths") in cac.h well loca.tcd on ac=:1ge retained in Paragraph 16 (A) 
above, unless on or before two (2) years a.ftcr the: primary or cxt.c:~dc:i t1:rm L= pays ao lJilOUDt equal :.0 one-haJf(l/2) of the bonus originally p:Ud as 
consideration for this le;ue (as specified on pag~ I hereof). If suc.'llJ!lount is paid. this lease sh.aU be in fore: and effe~ as to suc..i de:pe:- depths. and said • • • • 
termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produc:d in paying quantitic:.s from such de:~~ 
covered by this le:ue. • • • • • 

•••• 
(C) IDENTIFICATION A.'ID FIUNG. The surface acreage retained hereunder as to =!! w en shall. as ne:ltly as prac:jc::JJ. be in the: form of a sq~ ~th 

the well loC31ed in the ~tc:r thcrco( or such other s.'lape as m:ry be approved by the Commissioner of :he Gc:nc:r.ll Land Offic:.:.. Within thirty (.30) days after p~ 
tcrrnin;uion of this lc:;ue as ;:rovided hen::n, Lcsse: shall a:cutc and re::crd a relc:~Se or r=:leasc:.s containing l satisfac:ory Jeg3.1 dc:sc.'iption of the aC"C:lgC 311d/tr• • • 
depths not ret.Jined hereunder. The recoi'U:d re !c:asc:. or a c::rtific:d a:lpy of same, ~I be fil ed in tbe Ciene.ral Land Deice., =mpanid by the: filing fee prcsl!ribc~ • 
by the Gencr.J.I Llnd Offic: rules ill effec:! on the 6t.c the release is fil ed. If L= faili or refuses to execute and record such release or releasc:.s within ninety ~0~ • • 
days 011\c:r be ing requested to do so by the General Llnd Office., then the Commissioner at his sole discretion may dC3igna.tc by wria.:n instrument the ac::=ge ~~or 
depths to be re!c:;ued hereunder and ~rd suc.'l ios=ent at L='s ape: rue in the county or counties when: the le :ue is Joc::;u.ed aod in !he official rec:ords of the • 
Gene :-:II L311d Offi~ and such designation shall be binding upon l.esse: for :Ill pwposes. • • • • • 

••••• 
I 7. OFFSET WELLS. Neither the bonus. del:ry renUis., ncr roy:lltic:s paid, or to be paid, under this lc;ue shal t relieve L= of his oblig:~tion to prou::: ••• • • 

the o il 31ld g;u under the above-described land from being dnmed. L:ss.ce, sublessee. rec.:iver or ot.'lc:r agent in control of the Je:ucd premises shall drill as many • • 
wells u the: facts m:ry justify 311d shal l use :1ppropria.tc me311S and dt'JI to a depth n=sary to prevent undue drainage of oil and gas from the lea:sed premises. In 
addition. if oil and/or i:al should be produced in commercial quantities within I ,000 feet o f the lcJ.Sed premises, or in any c;ue where :he Je:ued premises is being 
drained by production of o il or :.as.. the L..::s.see, sublessee, re~iver oc other J.gcnt in control o f the IC3Sed premises sl:all in good faith begin the drilling of a ·Nell or. 
wells upon the leased premises within 100 da~ liter :he dn.ining ·.veil or wells or :he well or wells completed within 1,000 fc:: t of the Je;uc:d premises SUtt productng 
in commcrtial quantities and shall prosecute sucl'l drilling with dilige:1c::. Failure to satisfy the surutory offiet obligation may subje:t this !cu e and the owner of !he 
so il 's Jgcnc-t rights to forfeiture. Only upon the c!e~rmin:uion of the Commission a of the General Llnd Office 311d with his written approv:ll may the payment of 
compensatory royalty under applicable st.lnltory parame~ satisfot the obligation to drill an offset ·..,c:JJ o r wells required under this paragraph. 

18. FO RCE MAJEURE. If, wr 1 good faith ~ffort. lessc:: is pi"Cventcd from complying with 311Y cxpi"CS.S or implied covenant of this Jc:ase, from 
co nduct:ng drilling o perations o n the: le;ued premises. o r from producing oil or gas from the le;uc:d premises by re;uon o fw:lt, rebellion, riots, strikes., 3Cts ofC~d. or 
any v:ll id order. rule or regulation of govcmment authority, then while so pr:vcntcd, Us.see's ob ligacon to comply with such covenant shall be suspended 311d L:ssc: 
sha.l I not be: liable for damages for failure to comply with such cove:unlS; additionally, this le:ue shall be extended while: Lessee is preventcd, by :lilY such c:su.se. 
from conducting drilling and reworking operatio ns or from producing oil or gas from the Jeued pre:-:1isc.s. However, nothing in this paray:J.ph shall suspend !he • . 
pay me:H of delay n:nuls in order to mainuin this !cue in effect during the: prim;u-y term in the absence of such drilling or reworking opc:r:llions or produc:tioo 01 0 '

1 

or g:u. 



19. WARRANn' CLAUSE. The owner of the soil W31T31lts and agrees to defend title to the leased preml.scs. If the owna- of the soil defaults in 
payments owed on the leased premises, then l..cs$ee may redeem the rights of the owner of the soil in the lnsed premises by payin& any mortg,a&c. Wces or other liens 
on the leased premises. 1f Lessee malces payments on behalf of the owncr of the soil uackr this PIJ'3U&Ph. Les.see may recover the cost of these payments &o111 the 
rental and royalties due the oWDeT of the soil. 

20. (A) PROPORTIONATE REDUcnON CLAUSE. I! the owner of the soil owns Jess than the entire undivided surface csta%e in the above 
d=ibed land, whether or aol Lessee's interest is specified herein. !ben the royalties and n:nta.l herein provided to be paid to the owner oflbe soU shall be paid 10 hizn 
in the proponion wbith his intuc.st bears to the cntin: undivided surface cstatc and the royalties and rental buein provided to be paid to the Commissionu of the 
General Land Offia: of the SUII: of Texas shall be likewise proponlonaLely reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of 
the General Land Office, lessee or his wthoriz:d representative must submit to the Ccmmissioocr of the Gcncnl Lmd Office a writl:l:n staz=ncnc whic:b explains the 
discrepancy between the interest purportedly leased under this lt.1SC and the actual interest owocd by the OWDCr oftbc soil. The· Comntissioncr of the Gcnc:a~ Land 
Office shall be paid the value of the whole production alloc.able to any undivided intuc.st not covered by a lease, less the proponiona1.e development and produaioa 
cost allocable to such undivided interest.. However, in no event shall !be Commissioner oftbc GcncnJ Lmd Otlia: n:ceive as a royalty on the gross praduaioa 
allocable to the undivided ina:rcst not !cased an amount less than tbc value of one-sixteenth (1116) of suc.b &ross. production. 

(B) REDUcnON OF PAYMENTS. If; during tbc primary term, a portion oftbc land covered by this Jcasc is included within the boundmes 
o( a pooled unit that has been approved by the Scllool Land Board and !be owner of the soil in acalrdanc:e with Nanual Resources Code Scaions 52.151-52.154, or 
U: ill any time after the expiration of the primary tcnn or the c:xtcnded term, this lt:a$C covers a lcs.scr number of xn:s than the total amount described herein. 
payments thu an: made on a per ac:rc basis hereunder shall be n:dcc:ed according to the number of acres pooled, released, surn:ndcn:d, or otherwise scvcn:d, so tha 
payments determined on a per acre basis under the: tcmu of this lease durin& the primary term shall be c:alc:ulaed based upon the number of acres OU1Sidc the. 
boundaries of a pooled unit, or, if alter the cxpira.tion of the primary t.cnn, the number of acres a.ctually retained and covered by this lease. 

21 . USE OF WATER. Lessee shall have the right to usc water producc11 on said land necessary for opcralions under this lease cxc:ept water from wells or 
tanks of the owner of the soil; provided, however, Lc:sscc shall not usc potable water or watet suitable for livcstocJc or inigiltion purposes for WaJ:crflood opcntions 
without the prior consent of the owner of the soil 

22. AlJTHORIZED DAMAGES. Lessee shall pay the owna- of the soil for damages ~d by its operations to all personal property, improvements, 
livestock :and crops on said land. 

23. PlPa..INE DEPTH. When requested by the owna of the soil,~ shal1 bury its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled n= than two hundred (200) fe:t to any house or bam now on said premises without the 
written consent of the owner of the soil 

25. POUUTION. In developing this area, Lessee sh3ll usc the highest degree of can: and all proper safeguards to prevent pollution. Without lim.iting the 
foregoing, pollution of coasul wetlands, narural wa1aways, rivers and impounded W1Ua shall be prevented by the usc of containment f.u:llities sufficient to prevent 
spillage, seepage or ground w.w•r contamination. In the ~ent of pollution, Lessee shall use all means at its disposal to recaprure all escaped bydroarbons or other 
pollutant and shall be rcsponsiolc for all damage to public md private properties. U5sec shall build and maintain fences around its slush, sump, and dninage pits 
and tank batteries so as to protect livestock against loss, damage or injury; and upon completion or abandoruncnt of any well or welJs., Lessee shall fi ll and level all 
slush pits and cellars and completely clean up the drilling site of all ru.bbish thereon. Lessee shall, while conducting opcr:Wons on the lc:tSed prcmues, keep said 
premises free of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall reston: the surface of the land to as ncar its original 
condition and contouTS as is prxticable. Tanks and equipment will be lccpt painted and presentable . 

• •• 
• • • • • • 26. REMOVAL OF EQUIPMENt'. Subject to limitations in this paragraph.. I.cssce shall have the right to remove machinery and fixtures placed by 

I.e~ ~n the l=d premises, including the right to draw and remove casing, within one hundred twcnry (120) days after the: cxpira.tion or the tcnnination of this 
ll~;~litss the owner of the soil grants I.cssce an extension of this 120-day period. How~er, Lessee may oot n:~~~ove casing from any wetl <:;~pable of producing oil 
an~gas rn paying quantities.. Additionally, Lessee nuy not dnw and remove casing until after thirty (JO) days wria.en notice to the Commissioner of the Gcnenl 
L~~ ~ffice and to ~e owna of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or c:lSing whjc:h arc: not timely removed by Lessee 
~der ~c tenns of thiS p:uagraph. • • 
•• 

• • • : 27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and P;aragr.~ph 29 of this lease, the rights and estates of either pany to this 
lc;a.sc! !hay be assigned, in whole or in part, and the provisions of this le:uc shall extend to and be binding upon their heiTS, d~isccs, legal rcpre.scntativcs, suc=on 
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the oblig3.1ions of Lessee, diminish the rights, privileges 

• :~1fws~ of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
3Msion in ownership of the land, rcnt01b. or royalties shall bind Lessee for any purpose until thiny (JO) days after the owner of the soil (or his heirs, devisees, legal 

••4'Sgtf3enwivcs or assigns) furnishes the l..cs$cc with satisfactory written evidence of the change in ownership, including the original recorded muniments of ti tle (or a 
• cerd lied copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this le3.SC shall, to the extent of the intereSt 

assigned, relieve and discharge Lc:sscc of all subsequent obligations under this lease. If this lease is assigned in its entirery as to only part of the ac:rc:~.ge, the right and 
option to pay n:ntab shall be apporuoned as between the seven! owners ratably, according to the area of exh, and failure by one or more of them to pay his share of 
the rental shall not affect this Jeue on the part of the land upon whith pro rata rentals are timely paid or tendered; howt"Ver, if the assignor or assignc.e does not file a 
certi lied copy of such assignment in the General Land Office before the next rental paying daLe, the entire lease shall trnninate for failure to pay the en tin: rental due 
under Paragraph J . Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penal tin owed to the State by the original lessee or any 
prior il.SSignee of the leue, including any liabilities to the StilLe for unpaid royalties.. 

(B) ASSIGNMENT LIMITATION. Notwithstanding my 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 Commissioncr of the GcneraiLJJ!d Office. this lease is void as of the time of assignment and the agency power 
of the owner may be forfeited by the Commissioner. An assignment will be treated as if it wen: made to the owner of the soil if the assignee is: 

(I) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(J) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; A CERTIFIED COPY 
(S) a partner or employee in a partnership which is the owner of the soil; :::es::RS THE J 0 ~~Y 

~~c~ ~ ~)/[J_td{ 



(6) a .fiduciary fix the owner of the soil; including but DOl limited to a guardian, trustee. executor, administnlor, receiver, or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the oWDcr oflhc soil by marriage, blood, or adoption. 

23. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lc:s.sce auay at any time cxccutc and deliver to the owner of the soil · 
and place of record a release or releases covering any portion or portions oftbc leased premises, and !ben: by surrmder this lease as to such portion or portio115, and be 
relieved of all subsequent obligatioru as to acu.ge SUrTCildcred. If any partofthis lease is properly surt'CIIdcrcd, the delay rental due under this lease shall be rcdu~· 
by the proportion that the surrendered aaeage bears to the acreage which was covered by this lease immediately prior to such suneruler, bowever, such release will 
not relieve Lessee of any liabilities which may have accnJed under this lease prior to tbc sum:ndc:r of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any pan of this lease is assigned or released, .such assipuncnt or release must be ~rd.ed in 
the county where the land is situated, md the recorded insttumcnt, or a copy oftbc recorded instnlmcnt c:crti1ied by tbc County Clerk of the county in which the 
inslrument is rceordcd, must be filed in tbc General Land Office within 90 clays of the last exceution daic accompanied by the prc:scribed filing fee. If any sucb 
as.signment is not so filed, the righiS acquired under this lease shall be subject to forfeiture at the option of the Coovnissioner oflhc General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to tbc lease oftbc above-described land have been included in this instrument, including the 
statement of the tnle consideration to be paid Cor the execution of this lease md the rights and duties of !be parties.. Ally collau:n.l agrccmcniS concaning the 
cle'velopment of oil and ias fro at the leased premises which arc not contained in this lease render this lease invalid. 

31. FIDUCIARY Dl.ITY. Tile owner of the soil owes the State a fiduciary duty and must 1\illy disclose any facts affecting the State's interest in the leased 
premises. When the intcrcsiS of the owner of the soil conflict with those of the State, the owner of !be soil is obligated to put the State's inteTcstS before his Pf:~Sonal 
interests. 

32. FORFEITURE. lfl.c:ssce shall fail or refuse to maltc the payment ofarry sum within thirty days after it becomes due, or ifLc:s.sce or an authorized 
agent should knowingly make any false return or fal.se report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail to .file reportS in the manner 
required by law or fail to comply with rules and regulations promulgated by the Gcncrai Land 0~ the School Land Board. or the Railroad Commission, or if 
Lesse1: should refuse the proper authority ac:cess to the records pertaining to opcntioru., or if Lessee or an authorized agent should knowingly fail or refuse to give 
com:ct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well. or if Lessee shall knowingly 
violate any of the material provisions of this lease, or if this lease is assig.ned and the assignment is oot filed in the General Land Office as required by law, the rights 
acquired under this lease shall be subject to forfeiture by tbe Commissioner, and he shaJ.I forfeit same when sufficiently informed of the facts which authorize a 
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinqois.hmcnt Act. However, nothing herein shall be construed as 
waiving the automatic termination of this lease by operation oflaw or by rcasoa of any special limit:alion arising hereunder. forfeitun:s may be set aside and this 
lease and all rights thereunder reinstated before the righiS of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of furure 
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. UEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered 
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the 
State, in addition to the lien provided by Texas Natural Resources Code S2.136 and any other applicable starutory lien, an express contractual lien on and security 
interest in all leased minerals in and c::xtracted from the leased premises, all proceeds which may ac:crue to Lc.ssce from the sale of such leased minerals, whether such 
proceeds arc held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of 
such leased minerals in order to secure the payment of all royalties or other amouniS due otto become due under this lease and to secure payment of any damages or 
loss that Lessor may suffer by reason of Lessee's brc3ch of any covenant or condition of this lease, whether express or implied. This lien and security interest my.Sc. 
foreclosed with or without court proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commer= Code. Lessee agrees that•t~~ao • 
Commissioner may require Lessee to execute and m:ord such instruments as may be reasonably ~ to ac:lcnowledge, aitaA:b or perfect this lien. Lessee herwlrf • 
represents that there arc no prior or superior liens arising from and relating to l..essee's activities upon the above-described property or from Lessee's acquisitiol or •• 
this lease. Should the Commissioner at any time detcnnine that this representation is not tn1e. then the Commissioner may declare this lease forfeited as provided • 
herein. . :··. : .. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehQid • • 
or mineral interest fot the exploration. de-velopment and production of oil or gas or either of them upon the same terms as shall be approved by the School Land ~ • • • • 
Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest oflhe State under this lease pursuant to Texas Natural Resources • 
Code 52.151-52.1 S3. The owner of the soil agrees that the inclusion of this provision in lhis lease satisfies the execution requirements stated in Texas Natural • • • • • 
Resources Code S2.152. • • • • • 

3S. INDEMNITY. Lessee hereby releases and discharges lhe Swc of Texas aEd the owner of the soil, their officers, cml'loyces, partners, agents. : • •• :• 
contrnctors, subcontractors, guests, invitc:s, and their respective successors and assigns. of and froat all and any actions and C311SCS of action of every nature, or othcl 
hann, including environmental harm, for which recovery of damages is sought, including, but oot limited to, all losses and expenses which are C311Sed by the 
activities of Lessee, its officers, employees, and agents arising out ot: incidental to, or resulting from, the operations of or for Lessee on the leased premises 
hereunder, or that may arise out of or be occasioned by Lessee's btc:lch of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable 
act or omission of lessee. further, Lesse:c hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, 
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), 
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract. or strict liability, including attorneys' fees and 
other legal cxperues, including lhose related to environmental hazards, on the leased premises or in any way related to Lcs.see's failure to comply with any and all 
environmental laws; those arising from or in any way related to Lessee's oper:uions or any other of Lessee's activities on the leased premises; those arising from 
Lessee's usc of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement or any other act or omisSion of Lcs.see. its directors, offi~rs. employees, parmers, agents, contractors, subcontractors, guests, invitees, and their respective 
successors and assigns. Each assignee o f this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of 
Tex:as and the owner of the soil, their offic:rs, employees, and agents in the same manner provided abcve in coMection with the activities of Lessee, its officers. 
employees, and agents as described a.b<lve. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF TilE l?'tl)EMNITY OBLIGATIONS 
AND\OR LL\BILITIES ASSUMED UNDER THE TER..\15 OF THIS AGREEMEi'ff SHALL BE WITIIOUf LIMITS AND WITHOUT REGARD TO 
Tlt:E CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDmONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY 
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, 
CONCURRENT, ACHVE, OR PASSIVE. 



36. ENVIRONMENTAL HAZARDS. ~shall use lbe highcsz de p-ee or arc and all reasonable safeJU.D"ds to prevent conwninulon or pollution of · 
~Y cnvirorunctl1almedlum. includinc soil. surface watcn.lfOUIIdwucr, secfimcnl:s. Jnd swU.ce or su~ strata. ambicllt air or my~ cuviroiUI:IentallllCdiurn -
m. on. or under, 1hc leased premises. by a~~y waste, polluant. or contaminant. Lessee slWJ uoc brill& or pcnnit to remain on the leased prcnusc:s any asbestos 
containinc m.atcrials, explosives. toxic m.atetWs, or subsunc:d re~U~ucd as hazardous wasteS. ha:z:lnious materials, hazardous substmc:d (as the: tenD "'hzarccou.s 
Substance .. is dcf111ed in t.hc Comprdlcnsivc Environmental Response, Compensation and Liability Act (CERa...A), 42 U.S. C. Sectioas ~1. ct seq.). or toxic 
subsWiccs under any (eden!. stlltc, or local law or rcpbtioo ("'lh:zardous M.aurials'"), except orcfinazy products cocnmooly used in CoOaiiCClion with oil and ps 
exploration Jnd development opczuions and stored in the ~UUal mmnc:r Jnd qumtitics. LESSEE'S VIOLATION OF THE FOREGOING PROHIBmON 
SHALL CONSlTIVTE A MATERIAL BREACH AND DEFAULT HEREUNDER AA"D LE.SSEE SHALL INDEMNIFY, HOLD BAR.\ILESS AND 
DEFEND THE STATE OFl'DCAS A."'m THE OWNER OF THE son. FROM AND AGAINST ANY CLAJMS. DA.~GES.JUDGMENJS. PENALTIEs. 
LI.ABlLmES. AND COSI"S (lNCLUDING REASONABLE A TTOR.!'ofEYS' FEES AND COURT COSTS) CAUSED BY OR AJUSING OUT OF (I) A 
VIOLATION OF TilE FOREGOING PROHJBmON OR (D) THE PRESENCE. RELEASE. OR DISPOSAL OF A.W HAZARDOUS MATERIALs ON. 
UNDER. OR ABOlfTnu: LEASED PRE.\IISES DURING LESSEE'S OCCUPA."lCY OR CO~OL OF THE LEASED PRE~I.ISES. Ll:.S.SEE SHALL 
CLEAN UP, RE!'tfOVl:, R.E..~Y AA"D REPAIR A.'VY SOIL OR GROUND WA n::R CONrA.'\tlNATION A."m DA.~GE CAUSED BY TBl: 
PRES~CE OR RELEASE OF ANY ILUARDOUS MA TERLU.S IN, ON, UNDER. OR ABOUT THE LL\SED PRDliSES DURING LESSEE"S 
OCCUPANCY OF THE LEASED PRDflSES IN CONFORMANCE Willi THE REQt."IRL"\f&VV'S OF APPUCABLE LAW. THIS 
INDEMNITICA TION A.'lD ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, UABILITY FOR RESPONSE ACTIONS VNDERT~ 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IM)fEDI.ATEL Y GIVE THE STATE OF 
TE:'CAS AND THE OWNER OF THE son. WlUI"I'l:N NOTICE OF A.'VY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. UPON 
l.L\.R."liNG OF TilE PRESENCE OF ANY HAZARDOUS MA TE.RLUS. OR UPON RECEIVING A NOTICE FROM A."lY GOVER;'-4ME't"'TAL 
AGENCY PERTAINING TO HAZARDOUS MATERLU.S WIDCH MAY AFFECT TilE LEASED PRE~liSE.S. THE OBLIGATIONS OF LESSi£ 
HEREUNDER SHALL SL"RVIVE THE E:XPIRA TION OR EA1U..ILR TER..\11NA TION. FOR ANY REASON. OF THIS AGREL~-

37. APPUCABLE LAW. This lease is issued under the provisions o(Tc:xas Nuunl Raowu:s Code 52.171 through 52.190. COIIIIDOoly knoW~~ u tbc 
Relinquishment Aa, md other applicable .surutcs and amcndmCDIS thereto, and if any provisioo ill this lczc docs 110( conform tD lhcse swutcs., lbe sta.tutcs wiU 
p=rail over my nonconformin& lease provisioos. 

33. EXECllnON. This oiJ mel gas lease must be signed and xknowledgc:d by the l.cssce before: it is filed of record in the co~.mty records md in !he 
Gcncnl Land Office of !he State oCTc:us. Oocc tbc filinc rc:quirt:mcnts found ill Pangraph 39 of this lc:uc have been satisfied, the effective da.tc of this lease mall 
be lbe date found on Pace I. · 

39. LEASE FII.lNG. Pumlant to Quptcr 9 of !he Tcx3S Business and Commm:e Code. this lc:ase must be filed of rc:cord in lbe office of the County 
Clcrlc in any county in which all or :111y part of the IC3Scd premises is IOC3ttd, and ccrtillc:d copies thereof must be filed in !he GcncnJ Land Office. This lease il not 
effective until a cenified copy of Ibis lc:::ue (which is made and ccrufied by the County Ocri: from !Us records) is filed in !he GcncnJ Land Office in ;accordanc:: wilh 
T=as Natural Resources Code 52.133. Additionally, this lease shall not be binding upon th.e Stale unless it reci tes the actual and tnle consideration p:Ud or promised 
Cor c:xecutioo of Ibis lc:ue. The bonus due the Stale and lbc prescribed filing fee shall accompany such certified copy to !he General Land Office. 

~'----~~r-~~-------------
DA"IT:._____c..f~~__!..L-?j£_ __ _ 

Da~=·-----------------------------------
Due:. ______________________________ __ 

IF IT BEARs..,.~ A CERnFIEO COPY 
'"" S£Al OF THE ~NTJ~ 

ATTEST: • JO -of.(e-o/<f ® ~._4~-~~m-"'~'-L-~--~--



STATE OF __________ _ (CORPORATION ACl<NOWLEIXlMENT) 

COUNTY OF __________________ __ 

BEFORE ME. the Ulld.miped authority, oa this day pcrsoaally 3ppeared _____________________ _ 

lcnown to me fD be the pc::soa wbo.sc name is mbsc::ibcd tD the fo~&QiD& iD.suumcnt, u. ___________________ .......;or 

Given IIJl.da my hand and seal ofotr!= this the. ____ cby. of __________ ~- 19 __ • 

Noary PubUc: iD and for __________ _ 

STATE OF ________________ __ 
(CORPORATION AClCNOWUIXiMEN'I) 

COUNTY OF _________________ __ 

BEFORE ME. the undcnipcd authority, oa this day personally appeared. ______________________ _ 

known to me fD be the penon whose~ is mbsc::ibed tD the foR&oiD& insuumc::st, as. ____________________ o.r 

~-::------:---:-:---:---:--.,-----~--:----:---~~--:----:-:--~-=-~and K.knowled&ed to me that be executed the nmc 
for the purposes and c:onsidcratioa then:i.a c::x:pn:ued, ia the capacity .sW.td, and as the oaa and dc::fJ of said c:orpora.tioa. 

Given under my hand and seal or offi= this the. ____ d.ay or __________ ___. 19 __ . 

Notaty Public: iD and for _________ _ 

(INDrviDUAL ACKNOWLEDGMENT) 

Before me, the undersigned authority, oa this day personally ~pe:lred Dan i e 1 L . La i r d I de a 1 i n g i n 
bjs so le and separate property ••••• 

lcnown to me fD be the persons whose aarnes aR subscribed to the foR&Oin& instrument. and ac:lcoowledged to me that they executed the same for the p~c;,.,;uul 

,.,--/ , A//,~ 
STATEOF __ ~~~~~~~---~~---

COUNTY OF_!VI-...:...c'.=:...c;{{-=:...~----

c:on.sidcr.Won theRin expRSSCd. 0, 
Given under my hand and seal of offic:e this the ~·;·;:it"'u,. ... day of 

;..:t 0: .. ~!:.. .. 9-i'"''­
l ~ ,.·()~p.I'.Y Pu~ •• ~~' 
i$ :'~*"\ 0\ !~! \ ~" 
g f i i 
~ ~ ~' 0) i ~ 
\ \ ~Of'~ i ! 
~ v •. · I 
'~A :···!XP!I\ES,/ ..C\<::) /' 

\1).'! 'V~ ~ •• __......- \:)~~ 

-~,,~ c -~ qy 25, ~~ /1 I ---
..... m"""'''' (_)f Q 1/1 J A- -~ C jnA , 

BefoR me , the undersigned authority, on this day personally appc:ll'Cd, __________ ~~Y----"..._..liQfVlc:.c._..~<::..~·"";;;;nJI".-£E.Ioi:.:....;=. ___ _ 

(Il'l'"DrviDUAL ACKNOWLEDGMENT) 

• 
••••• 

••••• 

!···~· • 

lcnown to me to be the persons whose names aR subscribed to the foregoing instrument, and acl::nowledg~d to me thac they c:xcc:utcd the same for the purposes and 
c:onsidention theRin expressed. 

Given under my hand and seal of of!ice this the __ _,&....._ ___ day of 

Nowy Public: in and for __ __.T;_~ ___ V<J _____ _ 
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EXHIBIT "A" 

AITACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JULY 
17, 1998, BY AND BETWEEN DAl'\flEL L. LAIRD, DEALING IN I-ITS SOLE AND SEPARATE 
PORPERTY AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING I 06.66 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 
ful l 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, thjs 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 shal l 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 withi n 180 days after the completion of drilling operations being conducted on said land, or 
lands pooled therewith, at the end of the primary term hereof, whichever is the later date; and thereafter 
carry on the continuous drilling program until all proration units have been drilled, allowing not more 
than 180 days to elapse between the completion of one well and the commencement of the next 
succeeding well. Should Lessee fail to commence the continuous drilling program or subsequently default 
in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, 
save and except for the proration units surrounding each well then producing, capable of producing or 
upon which operations are being conducted. The term "proration unit" as used in this paragraph means 
any acreage designated as a drilling unit or production unit in accordance with the rules of the Railroad 
Commission of the State 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 liabi lity 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 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 Of lHE ~c1b 5 fY' 
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A CERTIFIED COPY 
IFITBEAASTHE~Of~~ 
ATTEST: Ill -~q I 

CCllcral Lud Omu 
R.dlaqaisluaat Act Lessc Form 
RCYiscd, September 1997 

@~~L 
PAID UP 

OU. A."'D GAS LEASE 

TinS AGREEMENt' is made md entered iDto this,..lJ_day of .In 1 y 19~ bctwcca die Sate ofTc:::as, actin& by 111d throop its 
aaent.Jagrace T.ajrd Flood, deal1nq in her sole and separate property 
------------------------__;of 3 2 3 Bn shn If' 1 1 Ave 

San Anton1o, TX 78212 ~dqQt 
(Give Pam.aDCDt Address) 

tac:.:iD n:f~ to as the owner oftbc soil (wbdba one or mon:). llld'---~Cl'":J~a'":lyf-:-::""Jua ... b~n...,s~a ... n....._-=---:-:---:::-~=--------
2 0 '3 W I ·W a 1 1 • s u j t e 8 0 0 or 
Midland. TX 7 9 7 01 

(Give hzmmcu Address) 

1. GRANTING CLAUSE. For md iD cccsidcratioa o(tbc 3IDOlml:S staled bc1ow md ofdx cov=ma md qrccmc:nts to be paid. kqlt llld paformcd by 
Le:ssee \IDdcr' this lease. tbc St= ofTcxzs xtinc by md throusfl the owner oftbe soil, bcftby z;rmu. leases llld lets UDID Lessee, !Or tbc: sole~ OC1ly ~ o( 

prospectinc111d dnllin& for md producizl& oil md ps. layin& pipe lin.es. builcfinc Wiles, SlllriD& oil md buildinc J)CJ'M:r staDons. ae.lepboae rma md alba stnac:t~Rs 
thereon. to produce, save. Wc.c c::arc o(, cn:a:t md tnnsport said produc:a oftbc lease. the foUowia& !&ads situared in Clll bp rson Coumy, Stuc 
ofTc:us, ro.wit: 

Block 1 00 , ~P:....;u::.b:::..::l:..::i~c=--=S~c:..:h.:..:o:::..o=l:..-...::L:::..a=n:..::d::.......;S:::..u=· =rv-=....:e=-y .... 
Section 8: All 
Section 9: All 
Section 15: All 
Section 17: All 

containinK 2 , 5 6 0 III:TCS. men: or less. Tbe bonus consider:Won paid for this lc:uc is J:S follows: 

TotheSt:UcoCTe:x.zs: Two Thousand Eight Hundred Seventy nine and 82/Jaa 
Dollan (S 2 , 8 7 9 . 8 2 ) 

••• • • • ••• 
To the owneroftbc soil: Two Thousand Eight Hundred Seventy-nine and 8 2/100 

Doll an (S 2 , 8 7 9 I 8 2 ) 

•••• • • • •• • T otalbonus=id.c:ratioa= Five Thousand Seven Hundred Fift - nine and 64 100 

• Dollan (S 5 , 7 5 • 6 4 ) 

"Th,c•w ~nus "considc:ratioa paid n:-pr=ts a bonus of . ..,.,._F_l::. . ..::f~t:..y~-...::f:-o::....;;;u;.;:r:...-..;;.;a..;;.n;...d7-..;..N_o;;.,:_/..;;l;....0"'--':0-:-=--7----:-=--7-_-_-_-_-_-_-_-_-_-_-_-_-_ 
.. • DoUars (S 54 a a ) per=. on 1 a 6 6 6 net aacs.. 
•• • • • • 
• .. 2. iB.."Yf. Subject to t!lc other provisions in chis lease.. this lc:uc shall be fora ::m of F j ve ( 5) years 

(he:'e'tn c::~Jicd •primary ':Cml j and u loag thcR3ftcr JS oil and ps, or tither of them. is produc.cd ln jlaying quantitia from said lao d. 
from this~ 

~ ~ this lase, the =m •produc::d iD pay in& qaa:ntioa• = t1w the n:ceipa from the sale or other :wthoriz:d a:anmacial usc of d'w: subst311c...-{s) c.ov=d 
c:c~~~ ofpocut opcr.stional apcnsc:s for tbe six months last past. 

*Se~.~ibit "A" attached for Pd-Up Dela . . Rental Provision shown as . . 

3nk.. 

#40 

ill or its suc=o!l (whidl shall c:.octinac u the dcyo5itory rcgat'dl~ o gcs iD the ownaship of 
said land), lbc 3mount specified below; ilion, Lessee slWI 7&Y or tcndcr to the COMMISSIOI'<'E.R OF TiiE GENEAL FFICE OF TiiE STATE Of 
TEXAS. AT AUSTIN, TEXAS, a lilcc rom oa o rc ~d d:uc. ~ts W~dCT this pvagnph .s!WJ opcr;ue JS 1 shall cover rbc privilege of dc:!c:rin5 
the c:.ommc:ncro~cnt of a well fo r one (1) y=c from sai 1"3ymcnt:s Wldct this pangr'3911 shall be in the ron . 

To the owner of the soil: ________ _::::,.,_,~---::..,_..::.---:-------------------
Dollan (l:.--------------::::::~=::------J 

TothcS~ ofT~=----------~~=---~~~--~~-----------------------
Dollan (S _______ ~...,c::;;;. _______ ...,.;;;......,~ 

TotaiRcn~: __________ ~~~-----------------~""'-o~--------------------Dollall (S __ --::o....,::.:::::.... _______________ __,J 



.. 

•· PROOUcnON ROYALTIES. Upon production of oil and/or i:U.. ~c aqces to pay or cause to be paid onc-half(l/2) or the royalty 
provided for in this lease to the Commissioner of the GcncTal Land Office of the State ofTcus, a.t Au.stin, Tens.. and onc-baU'(I/2) of such ro~ty ID lhc owner r 
the soil: 0 

{A) Oil.. Royalty pzyable on oil. wbic:h is defined u inc:ludini all hydroc:lrbons produced in a liquid fonn u the mouth or the weU and also as all 
~ndensate, distillate. :r.nd other liquid hydrocarbons =vo:rcd from oil or ps run throup a sepantor or other equipment. as here ina&: provide4, shall be 

3/1 6 pet oftbc pos.s production or the market value tbereo~ u tbc option or the own.ct' o( tbc soil or the Ccmmissioaer of the 
General L:r.nd Office, suc.b value robe dc:cnnin.cd by I) the hi~c:st posted price, plus premium, if Mrf, offered or paid for oil, cond~ distillate, or other liqui4 
hydroc::ubon.s, n:spc:c:tivcJy, of a like t)'l'C md JBYity in the ~ area whet~: produced md when nm. or 2) the hiibcst r.o.atXct price thc:rco( offered or paid ill the 
1e:1Cn! am wbcn: produced and wbcl nm. or 3) the: gross proceed.s of the sale thereo~ whic:hcver is the~- Lcsse: ap-ed that before my cas produced from tile 
lc:1Sed premises is sold, ased or processed in a plant, it will be run free of cost ID the royalty owners throup an adequate oil and p.s Scparaulr or conventional type. or 
other cquipmc.IU at !cart as efficient, so tbl all liquid hydrocarboo.s recoverable from the p.s by such mans will be =vered. The requirement that such p.s be nzu 
through a separator or other ~uipmcnt rray be ~vcd in writin& by the royalty 0vmc13 apon suc:h tcms and conditions as they presaibc. 

(B) NON PROCESSED GAS. Ro~ty on my ps ('mc:Judin& !bred ps), whic:h is defined as all hydroc:bons and pscous substances DOt dcfizlcd 
as oil in subparacnpb (A) above, produced from my well oa said land (except as proviclcl bc:rcin with rcpcc:t ID ps proc:es.sed in a plant fcc the c:xll'¥tioa of 
C:lSOiine, liquid by~ns or olhc:r ~)shall be 3/16 part oftbc p-os.s production or :he marlcet value thc:n:o( lllhc optioq of the 
ownct of the soil or the Commissioner of :he Gc=nJ Land Office. suc:b value to be based oo the hichcst market price paid or offered for p.s or comparable quality in 
the zcncnl ll'Ca when: prodw::d aad wbc2 nm, or the pos.s price paid or offered to the producer, wtUc:.bevct is lhc gre31C:r; provided that the :nuimum pn:ssure base 
in ITIC3SUring the ps under this lease shall oot ll my time exceed 14.65 po1mcb pet square iAch a.bsolmc, IDd the~ base tcnpc:rall.= 5ba1l be sixty (60) 
de~ Fal!Rnhcit, c:crrection to be~ for pressure a.ccordln& to Boyle's Law, and for specific~ ICCOrding to tc:sts ma.dc hy the Balance Method or by the 
most approved method ort=ting being used by the: industry" u the time oft.estin'-

(C) PROCESSED GAS. Royalty on any ps processed in a g:aolinc plant or other pla111 for lhc =very or gasoline or othc:r liquid bydroc;.;Wons 
sbaJI be 3/16 part of the residue cas and the liquid hydroc3lbons ~or the rnarlcet value the:=( at the option of the 
owner of the so il or the Ccmmissioner of :be Gc.'1cra.l Land Office.. All royalties due bc:rein shall be based on one hundred pc:e..-nt (100%) of the total plant 
production ofn:.sidue cas ilmibutLble ro ps produced from this !e3Se., and on fifty percent (50%). ot that pcn;cnt a~XNin& to Lessee. wbic:llcvet is the~. of the: 
total plant production or liquid bydnx:u'bons 1ttributa.ble 10 the gas produ~d from this lease; provided that ir liquid hydro<:az'bons are recovered from gas proc::sscd 
in a plant in which Le.sle: (o r its parent, subsidiary or lffi!ia.tc) owns an intcrest. then the~ applic:1ble to liquid hydroQrbons shalll>c fifty pcr=u (5~/o) or 
the !'!ighest pcrc:nt a.cauinz !D a third party processing :as through sue:!'! plant under a processing agre::ncnt aegotia.tcd at lml's length (or if there: is no suc:b thini 
pany, the highest pcr=t then being specified in proc:es.sing ~=ents or contra.c:-..1: in the: industty), wbic:bevcr is the~- The respecive royalti.c:s on residue ps 
and on liquid hyclro=bons shall be det=nincd by l ) the highest ma.ric:t price paid or offc:=i for any ps (or liquid hydroc:.3rllons) of companble quality in the 
general are3., or 2 ) the p-oss pri~ paid or o ffered for suc:b rcidue gas (or the weighted ;rvcrage gross selling price for the n::spc1:tive gr:ufcs of liquid hydroc:3rbons). 
whic:.'lever is the gre.:ua. ln no event, however, sball the royalties pzyable under this panvapb be !c.s.s than thc: royalt:es wl'tic:h would ~c ~due had the p.s not 
been processed. 

(D) OTHE:R ?ROD Ucrs. Royalty on c:;ubon black, sulphur or :1ny other produas produc...""tt or manufactur:d from g:lS (excepting liquid hydri~ns) 
whether said gas l>c ·c::JSinghca.d,. "dry,. or 3ll)' other gas, by frac:ionating, burning or any other pn:=sing shall be . 3/1 6 •• a~"f the 
gross production of suc:.'t produc:::s, or the m.arlcct value thereof. at the option of the owner ofthe .soil o r the Commissioner o f the Gener.U Land Office:, suc:~fl"{ltc:t 
v:Uue to be determined as follows: I) on t.he basis o f t.he highest marlc.c:t price of c3.C!l product for the sam.c month in wl'tic:.'l such product is produced. o~) ~~ •tltl:: 
basis of the average :ross sale pri~ of e:&~:.i product for the same month in whic:!t suc:!l products are produced; whichever is the gre=. • 

5. MINIMUM ROYAL 11'. During a.oy year after the expir:uion of the primary tcnn o f chis (QSe, if this !usc is mainuioed ~Y production. til a,~~es 
paid under this le3:Se in no event shall be Jess than a.o amo wtt cqu.aJ to the total JMual delay rental b~in provided; otherwise, there sh.cil be due and pafab!~dh or 
befo re the last day of the :nonth succ::cding the anniv~ date o f this !czc ;a swn equal to !be tDtal mnual rent:ll less the amount of royalties paid ~g ~· • 
pre::.:ding y~. [[P3r.1gr.1ph 3 oftb.U le::uc docs aoc specify ;a de lay rental OllTlOunt, then for the P\UllOSes of this paragraph. the delay rental mwunt shalltbt oat 
dollar (SI.OO) per aae. • 

•••• . . . . 
6. ROYALTY IN KIND. Notwithstanding any other provision in this !c:lSc, a.t any time: o r from time to time, the owner of the soil or t.he Co~ner 

of lhe General Land Offi~ may, at the option of either, upon not tess than sixty (60) days ooti~ to the holder of the lease. require that the paymCIU of ant' royalties_ 
a.c:c::uing to such roy:llty owner under this I= be made in lend. The owner of the soil's or the Commissioner of the C-enc.--:U Lmd Office's ri~t tD take ¢f~'~ty tn 

kind shalt not diminish o r negate the owner of the so il 's or t.he Commissioner of the General L:~~~d oe:~·s ri~ts or Lc:s.s='s ob!ig:uioos. whe:her express or implied. 
under this lease. 

7. NO DEDUCTIONS. 1.=: 3gr'CC.S that all royalties a.c:auing under this lease (Ulcluding those paid in lcind) shall be without deduc::ion for the cost of 
produc::ng, pthe:ing, storing, separating. !rc::Uing. dc.'tyd.r3.ting, ~mprc:ssing, processing, transporting, and othCl'Wise rnalciog the oil, ps and other products · 
here:.llldcr ~Y for sale or usc. ~ ~~ tD g)mpw.c Jtld pay royalties on the gross value ~~ived, including any re:mbursemcnts for scvcran~ u.xc:s and 
production related costs. 

8. PL~NT FUEL AND RECYCLED GAS. N o roy:Uty shall be payable on any ps as may reprcent this le3Se's proportiooaLC share ohny fuel used to . 
pro~e.ss gas produc:::d hereunder in lily proc:ssing p lanL Nocwithsunding any other provision of this le:lSe, and subject to t.he wria.cn consent o f the owner o f th~ 50

'
1 

and :he Commissio ner o f the Gcna:U Ulld O ffice, I..es3e: m.1y rc:c;yc:!c: g:15 for gu lift purposes on the le:1Sed premises o r for injection into :my o il or :as producmg 
fonn:uion underlying the le3.Se d premises :ulcr the liquid hyclroc::ubons conuinc:d in the :as have be:n removed; no royalties shall be payable on the reeyc:!cd gJ.S 
unti l it is produc::d and sold or used by L=ssc: in a manner whic:!l c:ttitlc.s the roy:llty owne:s to a royalty under this lc:3Sc.. 

9 . R OYALTY PAYMENTS A.."'D REPORTS. All io yaJtie.s not taken in lcind shall be paid to the Commissio ner o f t.he General Llnd Offi~ ;U Austin. 
Tex:u, in the follo wing manner. 

P1yment of royalty on production of oil and gas shall be as provided in the N ics set forth in the Tex3S Register. Rules c:um:ntly provide that royalty _on oil is :ue 
and must be rec::ivc:d in the General Llnd Offi~ on o r be fore !.he Sth day of the second month sue= ding the month o f p roduction. and royalty on &:U IS due. 

311 
f the 

must be received in the Gener.U Ulld Offic.: on or l>cfore the 1 Sth day o f the second mo nth suc:ce:din& the month of production, a.c:eomp:~nicd by the affi~:lVIt ~t. n o f 
· Ge - • ' ·-d Offi d h · th ount 311d d1spos• 10 

owner. mi1llager or other J.utho rizcd J.gcnt. c:o mplc:tc:d in the: form :ll'ld manner prcsc:nbcd by the ne,;u ._..., •~ an s o wmg e gross am . d' sition 
all o il and gas produc::d J.nd the market value: of the o il and gas, together with a copy of:lll doc:ume:lts, records or re po rts confinning the gross produc::Jon. •spo 



and muket value indudin& gas mctct readings. pipeline receipts. p.s line receipts and other~ or memoranda of amount prod~ and put inco pipelines, t1l1la. 
or pools and aas lines« p.s storaac. and any other repocU or =rds whic:h the Gcoc:r.al Land Offic:c may require to verity lhc pss production. disposition and 

' marltet value. In &11 cases the authority of~ m.macer oc qent to act Cw tbe Lcsscc herein must be tiled ill the Gcncnl Ulld Office.. Each royalty payment sllaJ1 be 
accompanied by a chcdc nub. sc:hcdulc. summary oc other remittance advice sbowiD& by the assipd Gcnual Lmd Office lease n~ the JmOWtt of royalty be inc 
paid oa each lease.. lfL:sscc pays his royalty oa oc befon:: tbiny (30) days after the royalty paymcDt was due, !hal Lc:s.scc awes a penalty of S% on lhe royalty or 
$25.00, whicbcvcr is peaccr. A royalty p.ymcm which is ovu thirty (30) days late shall acaue a penalty of to--' o!the royalty due« $25.00 whichever is P'Qle:r. 

In addition to a penalty, royalties shall acaue illr.crat ala rate of 12% per yur; suda ill=at will bc&in acc:ruin& wbc:n tbe royalty is sixiy (60) cbys overdue. 
Affidavits and supponinJ doCUIDCDIS wbic:h are not tiled wbcn due siWJ ill~ a pc:D&Ity in ao lmOGIIt set by the CicDcnJ Land Office administrative rule which is 
effective oo tbc ~ wbcn the affidavits or supportinJ documents WCR due. lbc.L:sscc shall bear all re:sponsibUity for ~yinJ or ausin& royalties ID be paid as 
prcxribed by the due !We provided herein.. Paymeut of !be dcliDqUCDCY pc:oalty shall ill DO vny opcnsc to prohibit !be State's riiJU o!Cwfeitnrc u provided by law 
nor act to postpone the date 011 whic:h royalties were ori(i.o.ally due. 1be above penalty provisions Jball aot apply iD c:ascs o!titJe dispuiE as to tbc Swc's portion of 
the royalty or 10 ~portion oftbc royalty in dispu~ as to fait maricct value. 

10. (A) RESERVES, COmRACTS AND OTHER RECORDS. Lessee slall annually furnish the Comm.is:siooer of the Gcnc:r.all..and Office witb 
its best possible cstilmtc of oU and aas reserves ~mderlyin& this lease or allocable to this lease and Jball furnish said Commissioner witb copies of all cootracu ttnder 
which J&S is sold or processed and all S\lbscqUCilt ~ and IIIICII~U to S\1~ WQ!n!(;U wiVliD thirty (30) cbys aft.er cntuin& into or makio& SliCb ~ 
agreements or IIDCDdments. Suc:h contracts and qrecmc:nts wbcn rec:eivcd by the Cicneral Laad Oftice shall be bcld ill confidence by the General Und Office unless 
ochc:wi3C authoriud by l.cssec. All ocba' c:.oatn~e:t~ aod records pataia.in& to the production, traasporwioa, sale and~~ oftbe oil and p.s produced oa said 
premises, illcludinJ the books md KCOUDts, receipts md ~ or all wells, tanks, pools, ~ and pipelilles shall u an times be subject to iaspcctioo and 
cx:unizwion by the CommissiOner of the General Land Office, the Anomey Gcnc:raJ. the Govcmor, or the reprcscnWive of aay of tbcm.. 

(B) PERMITS, DRD...LlNG RECORDS. Wriacn notice of all operations oa this lease shall be Sllbm.iucd to the Commissioner oflhe GcncraJ 
Land Office by Lc:s:scc or opcn101 five (5) days before spud eWe., woricover, ~try. temporary abandonment or plu1 and abandonment of any weU or wells. Suc:h 
written notice to the Gcoc:r.al Lmd Office shall include copies of R.lilroad Commission forms for application to drill Copies of wdl cau, completion reportS ·and 
pluggin1 reports shall be supplied 10 the General Land Office al the time they arc tiled with the Tens Railroad Commissioo. All applications, permits, repons or 
other fiJinp lhU refcrcna: this lease or my ~ific well oa tbc lca3Cd pn:miscs and thalarc subo:Uued to tbc Texas R.lilroad Commis:sion ot any other JOYCI11Itlcrltal 
agency slW1 include the word •swc• ill the title. Additionally, iD ac:.conW!ce witb Railroad Commission rules, any siiJU&'C on the leased premises for lhe purpose of 
identifyin1 wcll.s, taak banaies or other associab:1i improvements to the ~d must :a1.so ioc:ludc !be word "Stall:. • Lessee shall supply tbc GcoaaJ L.and Office with 
:ury records, memoranda, 1Ca)UD1S, n:pon:s, c:uuinp and cores, oc other informuion relative to tbc operation oftbc above-described premises, which may be 
requested by the Gcoc:r.al Land Offic:c, in addition to tbo3C herein expressly provided for. Lessee shall have m decttical and/or radioactivity survey made oo the 
bore-hole section, from !be base of the sutfa.ce c:asin1 to the cow depth of weU, of all wells drilled oo !be above dcsc::ibed premises and shall transmit a true copy of 
the log of eacll survey on tac:h well to tbc ~ Ul\d Office within fLft.ccn (IS} days after the malcing of said survey. 

(q PENAL TIES. Lessee shall illcur a penalty whenever reports, documents or other materials arc not filed ill the General Land Office when 
due. The penalty for late lilin1 shall be set by the General Land Office administrative rule which is effective on tbe date when rl:le materials were due in the General 
Land Office. 

II . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. I! duri.og the primary tz::rm hereof and prior to discovery and production 
of oiJ o1 1as on said land, Lessee should drill a dry hole or holes rl:lercon. or it during the primary tcm1 hereof and afta the disalvc:ry and aaua1 production of oil or 
,..., ~cr.tJie leased premises such production thereof should = from any cause, this lease shall oot tc:nninaiC it on or before the expiration of sixty (60) days from 
date .of ;~mpletion of said dry hole or cessation of production Lessee commences additional drilling or r:worlcin1 opcr2Lions thereon.. or pays or tcoders tbc next 
anAUal ielcy rental in rl:le same manner as provided ia tbis lease. U: during tbe last yar of the primary tcm1 or within sixty (60) day3 prior thereto, a dry hole be 
c:ompretccfand abandoned, or the produ.c:tioo of oil or gas should c:C3SC for any eau.sc, Lessee's rigbo shall remain in !WI force and effect without fw1her operations 
until t!te expiration of the primary term; and it Lessee bas not resumed production in paying quantities 3l the expi.r:uion ofrl:le primary term, Lessee may maintain this 
le~ !l !qnducting :ldditional drilling or reworicing opentions pursuant to Paragr.sph 13, usillg the expiration of the primary tcnn zs the due of c:e:ssalion of 
prodtattiorfunder Paragnph 13. Should the first well or any subseque:ot well drilled on the above described land be completed as a shut-in oil or gas well within the 
pri~ tetm hereo( l..c.ssee ~ resume payment of the annual rental in rl:le same manner as provided herein on or before the rental paying date following the 
expihtiotl"f sixty (60) days from lhe date of completion of such shut-in oil or gas well and upon the failure to malce suc:h payment, this lease shall ipso fac:to 
tcnniltllle. lf at the expiration of the primary term or any time thcreaft.er a shut-in oil or gas well is located oo the leased prcmi.scs, payments may be made ill 
ac~ with the shut-in provisions hcrcot: 

•••• 
el2. DRILUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. I( at tbe expiration oftbe primary term, neither oil nor gas is being 

pro~Uct ,n said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said well or for 
drilling or reworking of any additional well arc prosecuted in good faith and in-workmanlike manner without intcmJptions totaling more t.ban sixty (60} days during 
any one: such operation, and if they result in rl:lc: production of oil and/or gas, so long the:reafter as oil and/or g.as is produced in paying quantities from said land, or 
payment of shut-ill oil or gas well royalties or compensatory royalties is made zs provided ill this lc:ue. 

13. CESSATION, DRILLING. AND REWORKING. I( aft.c:r the expiration of the primary tenn, production ofoU or ps from the leased premises. after 
once: obtained, should cease from any cause. this lease shall not tcnninatc: itU= commences additional drillin1 or reworking operations within sixty (60) days 
after such cessation. znd this lease shall remain in full fora: and effect for so long u such operations continue ill good faith and in worlcnanlike manner without 
interruptions cotaling more than sixty (60) days. If such drilling or reworlcing opcr:uions result in the production of oU or gas. the lease shall remain io full force and 
effect for so long as oil or gas is produced from tbe leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensa!Dry 
royallies is made as provided herein or as provided by law. If the drilling or rcworlcing operations result in the completion of a well as a dry hole, the lease will not 
tenninare if the Lessee commences additional drilling or reworkin& operations within sixty (60) days after !he comple tion of the well as a dry hole, and this le3Se 
shall remain in effect so long as Lessee continues drilling or reworicing operations in good faith and in a wor!cmanlike manner without intc:mJptions cotaling more 
than sixty (60) days. Lessee shall give written notice to the General Land Office within thiny (JO} days of any cessation of production. 

14. SHliT-IN ROYAL TIES. For purposes of this par:1g13ph, 'well" mcms any well that has been assigned a we: II number by !he state agency having 
jurisdiction over the production of oil and gas. u: at any time a&r !he expiration of the primary term of a lease thal. until being shut in, was being maintained~ 
forc:.c: and effect, a well capable of producing oil or gas in paying quantities is locat.ed oo !he leased premises, but oil or gas is not be in reduced for laclc ofsu1table 
production facilities or lack of 01 suitable marlcc:t, then Lessee may pay as a shut-in oil or gas royalty an 3ZTIOU~\f 4QM ~vided in the 
lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. lfP ot'Uii s 1 R~ • tal 
arnount, then for the purposes of this par.~ graph. the delay rental amount shall be one dollar (S 1.00) per ac:re. o , "'l:hmr-i-"rl'tl~ihlrll!IU~Jq..-

UNOA Mci)()NAU), COUNTY CLERK 
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must be paid on or before; (I) the expiration of the primary ~enn, (2) 60 clays after the Lessee ceases to produa oil or &as fiom the leased premises, or (3) 60 days 
after Lc:ssee <XlmpleteS a drillinc or rewotkin& operation ill aa:ordance with !he lease provisioa:s; whichever date is la!CSt. Such payment shall be made one-half(l/2) 
to the: Coaunissioner of the General Land Office and ooe-half(l/2) to !he owner of !he soil. If !be shut-ill oil or p.s royalty is paid., the lease shall be considered to be 
a producinc lease and the: payment sha1J extend the term of the lease for a period of one year from the end of the primary term.. or fiom the fiiSt day of the month . 
fol!owinc the monlb ill which production ~ and., att.er tbal, if no suitable production flcilities or suitable IJ\.IrUt for the oil or ps exists, Lessee may c::xt.c:nd the 
lease for four more: successive periods of one (I) yur by payinc the sm~e amount ea.c:h year oo or before the expintion of each shut-in year. 

IS. COMPENSATORY ROYALTIES. I( durin& !he period the lease is 1cept in effect by payment of the shut-in oil or p.s royalty, oil or psis sold alld 
deliv~d in payinc quantities fiom a weD loc:arcd with.iD one lbous:and (1,000} f=t oftbe IRSed pr'CIIIiscs :m.d complewf in !be same producinc n:sc:rvoir, or in :my . 
case in which cfn.ina&e is occuninc, !be ri~ to coatinuc to m.ai.nQin the lease by payinc tbc shut-in oil or ps royalty shall cease, but !be lease sha1J remain effective 
for the remainder of the year for which !be royalty~ been paid. The L=scc mzy maintain !be lease for Cow more: successive yean by Lessee: payinc CXl~ry 
royalty at the royalty~ provided in the lease of the awktt value ofproduc:ti011 fiom !he well causinc the~ or which is <Xlmpleted in !be same produc:inc 
reservoir and witrun ooe thousand (1,000} feet ofthe leased pranises. The compensa10ry royalty is to be paid monthly, ooe-b.alf(l/2) to the Commissioner oftbc 
General Land Office and one-hal((l/2) to !he owner of the soil. bqinninc 011 or before: the last day of the month foUowillg lhe month ill wbic:h the oil or psis 
prod~ from the well causing the dninace or th3t is CXlmpleted in the same producin& reservoir and locatc:d wilhiD one thousand (1,000) feet of the leased premises. 
If the <Xlmpcnsarory royalty paid in any 12-molllh period is in :m amo1111t less l!wllbe annual shut-in oil or ps royalty, Lessc::c: shall pay m amount c:qual to the 
di1ferc:occ: within thirty (30} days from !be end of die U-moadl period. Compensatoty royalty payments which are not timely paid will acaue pc:nalty aad interest in 
aca>rdance with Paracnph 9 of this lease. None ofthc:se provisioas will relieve Lessee: oftbe obliptioo ofrc:asooable development DOt" tbe obliption to drill offset 
wells as provided iD Taas Natural. R.csoarees Code 52.173; bowcvu,at the determination oftbe Commissioner, and with the Commissioners written approval, the 
payment of co~ry royalties can sarisfy the obliption to drill offset wdls.. 

16. RETAINED ACREAGE.. Notwithstaodin& my provision ofthiJ lease to the CXlottary, attc:r a well producina or capable of producing oil or ps ~ 
been a>mpleted on the leased premises, Lessee shall exm::ise the diligc:oce of a reasonably prudent opcnzor in drillin& such additional well or welb as may be 
reasonably ne=ary for the proper development of the IC3Sed premises and in markc:tin& the production tbcreoo. 

(A) VERTICAL. lo the eveut this lease is in force and effc:a two (2} years a1b:t the exriration date oftbe primary or c:xttnded tc:rm it shall then terminate 
as to all of the leased premises. EXCEPT (1} 40 acres surrounding each oil well capable of producing in paying quantities and320 acrc:s swrounding exh ps well 
capable of producing in paying quantities (inc:Judin& a shut-in oil or cas well as provide1l in Pangr.aph 14 berc:of), or a well upon whlch Lessee is then eugaged in 
continuous drilling or rc:woricing opcntions, or (2) tbc number of acres included in oi producing pooled unit pumw~t to Tau Natural Resources COOe S2.1Sl­
S2.1SJ , or (3) such g:rc:a~eT or lesser numbc:T of acres as may then be allocated for production purposes to ~ prorarion unit for each such producing weU under the rules 
and regulations of the Railroad Commission of Texas, or aay succc:ssor agency, or other govenlli1C11a1 authority having jurisdiction. If at any time att.er the effective 
date of the panial te.rmioation provisions hereof; the applicable field rules arc: changed or the :well or wells I~ thereon are reclassified so that len ~e is 
tb~ allocated to said well or welb for production purpose.s. this lease shall thereupon terminate as to all acreage not tbc:reaJkr allocated to said well or wells for 
production purposes. Notwithstanding the termination oftbis IC3Se as to a portion of the lands covered hereby, Lessee shall ncverthc:less continue to have the right of 
ingress to illld egress from the lands still subject to !his le:1Se for all purposes described in Paragraph 1 berc:ot; together with casements and rights-of-way for existing 
roads., existing pipelines and other existing facilities on, over and a.aoss all the lands desaibed in Pva.gr.~ph I herc:orrtbe retained lands"), for acc:c:ss to and from the 
rcujned lands and for the: gatherioc or transportation of oil, gas and other mincra.l.s produced from the retUned lands. • • • 

• • • •• • 
(B) HORIZONTAL. In the event this lease is in force and effect two (2) years a1tc:r the expiration date of the primary or extended term it shall fwM • 

tc:nninate as to all depths below 100 fc:t below the total depth drilled (h~inaft.c:r "deeper depths) in c:ach wei110<:31Cd on aac:age retained in Paragraph 1tl(A).. • 
above, unles3 on or before two (2) years aft= the prinwy or c:xtc:llded tmn Lessee pays an amount equal to one·balf(l/2) of the bonus originally paid as • 
consideration for this lease (as specified on page I hereof). If such amouot is p.Ud. this lease shall be in force and effect as to such deeper depths, and said 
termination shall be delayed for an add.itional period of two (2) years and so loog there3.ftcr as oil or gas is produced in paying quantities from such dc:c:pcr ~· • 
covered by this lease. • • • 

• •• • • • 
(q IDENTIFICATION AND FlUNG. The surface acreacc: retained hereunder as to each wc:n shall, as nearly as practical, be in the: fonn of a sqf!!re .Jith 

the well located in the center thereof; or such other shape as may be approved by the Commissioner of tbe Gcncra.l Land Offi~ Within thirty (30) days after pattial 
termination of this lease as provided here: in, Lessee shall c::xc:cute and record a release or releases containing a satisfactory legal description of the acreage arvf!""" • • 
depths not retained hereunder. The rc:corded rele:1SC:. or a certified c:opy of same, shall be filed in the: General Land Office, accompanied by th.e filing fee p~!ll!d 
by the General Land Office rules in effect on the <!ate the release is filed. If Lessee fails or refuses to c::xecute and rcCXlrd such release or releases within oine:Y. ~~_l. 
days after being requested to do so by the: General Land Office., then the Commissioner 3l his sole discretion may designaLe by written instrument the aaeagc ancver 
depths to be released hereunder and =rd such instrumeol ilt Lessee's expense in the COWity or counties wbc:rc: the lease is loCited and in the official records of the: 
Gener.U Land Office md such designation shall be binding upon I.essee for all puqK>Ses .. 

17. OFFSET WELLS. Neither the: bonus. delay rentals, nor royalties paid, or to be paid, under this lease shall relieve: Lc:ssee ofhis obligation to protect 
the oil and gas under tbe above-described land from being drained. L~ sublessee. receiver or other agent in control of the leased ~ises shall drill as many 
we: lis as lhe facts may justify and shall use approprhuc IJ'Ie3llS and drill to a depth necessazy to prevent undue drainage of oil and gas from the leased premises. In 
addition. if oil and/or ps should be produc...ad in commcr-c:ial quantities within 1,000 feet oftbc IC3Sed premises, or in any case where: the leased premises is beinc 
drained by production of oil or :as. the L=ee, sublessee. receiver or other agent in control of the leased premises shall in cood faith begin the drill in& of a well or. 
wc:lls upon the leased premises w ithin 100 days after the draininc well or wells or the wc:ll or wells a>mplc:ted within 1,000 feet of the leased premises start producmg 
in ccmmercial quantities and shall prosecute such drilling with diligence. Failure: to satisfy the statutory offset obligation may subject this lease and the owner of the 
soil 's agency rights to fo rfeiture:. Only upon the: detennina.tion of the: Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable staoJtory parameteTS satisfy lhc: obligation to drill an offset well or wells requi:red under this paragraph. 

18. FORCE MAJEURE. lf, after a good faith ~trort, Lc:ssc:~: is prevented from complying with any express or implied covenant of this lease, fiom 
conducting drilling operations on the: lc:asc:d premises, or from producing oil or gas fiom the le:!Sc:d premises by reason of war, rebellion. riots, strikes. acts of God. or 
any valid order, rule or regl.llation of government aulhoriry, then while: so prevented, Lessee's obligation to comply with such a>venant shall be suspended and Lessee 
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be c:xtendc:d while: Lessee: is prevented, by any such c::~llSe, 
from conducting drilling and reworking operations or fiom producing oil or gas fiom the: le:1Sc:d premises. However, nothing in this paragraph shall suspc~d the . 
payment of de: lay rentals in order to mainuin this lease: in effect during the: primary tenn in the: absence of such drilling or reworking operations or producuoo of otl 
or gas. 



19. WAR.RANI"Y CLAUSE. The owner of the lOiJ WO!mlllts and 01gree.s to defend title to IU leasd premises. lfthe owner of the lOiJ defaults in 
payments owed on the leased prcntiscs. then l..c:slee may redeem the ri&]u:s of the owner of the soil in the leased premises by payinc any mortpge,. t&;!ces or other r 
on the leased premises.. If l..c:slec malces payments on behalf of the owner of the soil uoder Ibis Para.&l"3Ph. l..csscc ln3Y recover IU cost of these payments rro

111 
tJtc IUlS 

rental llld royalties due the owner of the lOil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. I! the owner of the soil owns less than the entire undivided .surface estaz1: in the above 
described land. whether or not Lessee's i.oterc:s1 is spcQ.ficd hen: in. lbcn the roy~ ties and rcna.l bc:rein pro-rid.c4 to be paid to the owner of the lOiJ shall be paid to hiua 
in the proportion wllic:b his intue:st be3n to tbc entire ~mdividcd surfx.e csw.e and lhc royalties md n:otal b.ere:in providc4 to be paid to the C«nmissioDct oftbe 
Gene~ Land Offia: of the State ofTcus shall be I~ proportionately reduced. However. before Lessee adjusts the royalty oc- re:na.l due to the Commissioner of 
the General Land Office. L=« or his authori%:d reprccnwive must submit to the CollliJ1issiona of the Gc::Dcr.U Land Office a wriacn su:D:mc:nl whic:h explains the 
discrepancy betwa:n the intcrat pwponcdly le&SCd Wldcr this lease and the KNal in=t owned by thc owner of the lOil The Coii'IID.issioner of the c~ Land 
Office shall be paid the value of the whole production al!OC3blc to my undivided i.otuest not covcr:d by a lease.. less the proportionuc dcvelopmc:u ;and prodoctioa 
cost alloQble to such undivided intuc:st. However. in no c:vent shall chc Clmmissioner of the Gcncnl Uad Offia: receive as a royalty on the gross production 
allocable to the undivided interest not lc:ucd m amowu less than tbc nl ue of onc-sixturuh ( 1/16) of S\lc:b poos:s. productio D.. 

(B) REDUCTION OF PA YMENrS. It during tbc primary tmn. a portion o(tbc land covcn:d by this IC3SC is included wilhin the boundmes 
o(a pooled unit~ has been ~pprovcd by thc Sc:bool Land Board md tbc owner of the lOil in x:cordana:with ~anznl R.csow=s Code ~ons S2..151·52.1S4, or 
~ lll my time Utcr the cxpir.Won of the primary term or the cxtc.ndcd tam., Ibis lease coven a lc:s.s.cr number of ace than the total amount described hcrciD.. 
paymCliiS that are made on a per ac:n: basis hereunder shall be reduced xcordin& to the number of= pooled, released. =dcrcd. or othe-rwise~ .so 11w 
payments dct=niocd on a per ¥n: basis 1111dcr tbc: tams o( tb..is I case darinc the primary term shall be a.lc:u.lue-d based upoo tbc: number of aac:s ou.tsidc the. 
boundarie.s ofa. pooled unit. or, ifa:ft.cr IU c:xpir.Won of the primary t.crm. the nwnbcr ofaac:s aaua.lly n:~ and covered by tb..is lease.. 

21. USE OF WATER.. ~shall have IU right to u:se water produced on said land~ for opc:r.uioas under tb..is lusc except -..r.uu liom wells or 
tanks of the owner of the lOil; provided, bowe-ver, l..c:slec skWl not usc pouble water or water N itable for lM::stocJc or irri'lrion purposes for wataflood opc:ntions 
without IU prior c:lCUcnt of the awnc:r of the soil 

22. AuTHORIZED DA.'-tAGES. l..c:sle: shall pay the O'Wtler of the soil for damagc:s ~d by ia opcntions to all pc:nona.l property, improvancnts, 
livcstoclc md crops on said land. 

23. PlPEI...INE DEP'TH. When requested by the owner of the lOil. ~shall bury its pipelines below plow depth. 

24. WELL LOCATION UMIT. No well sh~l be drilled =!ban two hundred (200) fe:t to my house or bam now on said ;n-emis.c:s without the 
written consc."lt of the owner of tbc: soil 

2S. POLLtrnON. In developing this are3., L=ec shall usc the highest degree of= and all proper safeguards to prevent pollution. Without limiting the 
foregoing. pollution of coasu.l wetlands. narur:11 waterways, rivers md impounded water shall be prevented by the usc of containment faCl itic:s suffic:ent to prevent 
spillage. seepage or ground W3t'"r coot:lminarion. In the n-ent ofpollution.l..c:slce shall usc all m= at its disposal to rcgpturc ~I e.sc:aped bydroC3rbons or olber 
polluunt and shall he rc:spoasibic for ill! da.m.a.gc to public and priv:w: propc:tics. L=ec shall build and maintain fc::1a:s around its slush. sump, and dr.lin:~ge pii:S 
anct tat~lr batteries so JS to protcc: livc:st.Oclc 3pinst loss. dam:1ge or injurr, and upon completion or ~andonmcnt of any ...-ell or wells. Lessee shall fill :llld level ;all 
sllt.li ,;.s• Jlld c;ll~ and CQmpletcly clc:lll up the drilling site ofilll rubbish the:·con. ~shall. while conducting opc:r:u.ions oo the leased premises, keep said 
pi'CIIliw free of all rubbish, c;uu. bottles, paper cups or prll:1ge,. and upon completion of opcr.Wons sh~l restore the swfac: of the land to as nc:u- its origi!W 
cd\Wt!o~Jild contoun as is pr.ICtiC3.blc. Tanks and equipment will be lc:pt pa.iruetl and pr=ublc:. 

• 
• • • • 26. RE.\ofOV AL OF EQUIPMENT. Subjcc: to limiutioas in this para.grJph. Lcssc: sh.al.l ~vc the right to remove rnx.'lincry and lixturcs placed by 

IA.sj~ortthe le:J.Sed premises, including the right to dr.lw llld remove casing, witbio one hundred rwcnry (120) days after the cxpir.Won or the termination oCthis 
lc:u.e.unl~ the owner of the soil gr:miS L=sse: an au:nsion of this 120-<:lay period. However. Lessee may aot mnove C35ing from any ~II c:~pahle of producing oil 
and g:. il9 paying quantities. Additiooillly, Lase: may not dr.lw and =nove C35ing until 3fter thirty (JO) days written notice to the Co mmissioner of the General 
L3n•d o Mce and to the owner of the soil. The owner of the soil shill I become the owner of any !U3c.'lincry, fixture.s. or C35ing whic.'l 3M: not timely removed by Lcsscc 
unde1 the terms of Ibis pangnph • 

•••• • • 
• • • • 27. (A) ASSIGNME-<rS . Under the conditions conuined in this pat:1V3Ph illtd ?~h 29 o{ this 1=. tbe rights :u1d e.s= of either party to this 

l~i~ ;wigncd. in whole or in part, illtd the provisions of this le:ue shall =nd to and be binding upon their heirs, dcvisc::s. lcg:J.I n:;m:.senutivcs, S\IC:C:SSO~ 
and"usiglh. However, a cblllgc or division in owncnhip of the land. rc.·ll.:ili, or ro~tie.s will not enlarge lbe oblig:uioas oft.:=. diminish the rights. privileges 
and e.st:u.cs ofL:ssce, imp:Ur the effectiveness of any payment made by ~ee or impair the effectiveness o!my act performed by Lc.ssce. And no change or 
division in ownership of the land, rentals. or :-oy~ties shall bind Lessee fo r any purpose until thUty (J O) days ~-=r the owner of the lOil (or his hcin. devise:s, leg:U 
rcprc3enL:Uivcs or ;wigns) furnishes the U:ssec with satisfa.crory wriacn evidence of the change io ownership, including the original rcCQrded munimcnts oftille (or 1 

certified copy of suc:b origin~) when the ownc.-ship cl!anged be=e of a convcyan= A touJ or patti.al assignment o f this lc:ue shall, to the extent of the inten:st 
ass igned, rtli~c: and disc.harge L::s:see of ;all subsequent obligillions under this lease. If this I use is a:s..signed in its entirety as to only part of the ac=liC. the right Jlld 
o ption to pay rentals shall be apportioned JS between the scver.ll ownen r:a.ubly, according to the arc of cac:b, and failure by one or more of them to pay his share of 
the rental shall not affect this le:ue on the part of the land upon which pro rau rentals arc timely j)aid or tendered; however, if the assignor or assignee doe.s not file ~ 
c;ni lied "'PY of such assignment in the General Lllld Office before the nat n:nt:ll paying date, the entire lc:ue shall tmninatc for failure to pay the entire rcnu.l due 
under P:uagnph 3 . Every assignee shall succ.:cd to all rights :~t~d be Nbject to :til obligations. liabilities. and penalties owed to the Sutc by the original le.ssee or ll'f'/ 
prior J.SSignce of the le:ue, including any liabilities to the St.lte fo r unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithst:lnding lilY provision in ?:lr.lg1"3ph 27(:~), if the owner of the so illCquirc.s this lc:LSe in whole or in part by 
:usig:~ment without the prior wrinen approval of the Commissioner of the Gener:U Llnd Of!ic.:. this lc:ue is void as of the time of assignment illtd the agency power 
of the owner may be forfe ited by the Commissioner. An assignment will be treated as if it we:-: made to the owner of the so il if the :u.signe: is: 

(I) a 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 an employee o f such a ~rpor.ulon o r subsidi3t)': 
(3) a partnership in which the owner of the soil is 3 panner or is lll employe: o f such a pannership; A CERTIFIED COPY 
{4) a princ :p~ stockholder or employee of the corpor.Uion which is th~ owner of the soil; IF rr BEARSTHESEAI..OFTHECOUNTY~ 
(S) a partner or employe: in 3 ;Jannenhip which is the owner of the so•l : ATTEST: ) () - C?--1.£ ;"" C./K 

®$J5Jnj1_ 



(6) a fiduciary (Of' the owner o(thc soil; iaclu.cfin& but DOt limited to a ~!.us. trustee. executOr, admioistnlor, r=civc:r, or conserva10r for the 
owner of the soil; or 
(7) & funily member of the ownc.r o(the soil or related to the owner oftbc soil by marri4ge, blood, or adoption.. 

2!. RELEASES. Under the conditions contained in this puagnpb znd P:rragr:Jpb 29, L=cc m.y u any time cx.ec:ute md deliveT to the owneT of the soil · 
and place ofrecol1l a rele:ue or relc~ c:ovcrin& any portion or portions o(tbe leased premises. aad ~hereby surrcndc:r this I~ as to S\lc:b ponion or ponions. and be 
relieved of all S\lbscqaent obliguions as to acreage .sum:ndcrcd.. If any part of this lease is properly~ the delay rental due under this !case shall be rcdu d 
by the proportion thu the sum:nda-cd ~e bean to the acn:~ whic:b was cavc:cd by this le3sc i.mmcdiU.cly prior to such surrender; bowcver, S\lc:b release Vtil~ 
oct relieve Lessee of any liabilities whi~ may~ ac:e:ucd under this lease prior to the S1llT'Cldcr o( sucll aacag:.. 

29. FIUNG OF ASSlGNMDlTS AND R..EI...EASES. If all or my pat of this lease is &SSicncd or released. such assipmcnt or release must be r=ordcd in 
the counry where the land is situated. aad tbc rca>rded instrumc:nt, or a copy oftbc recorded ia:stlamcutetnificd by tbc Ccuruy Oc:rlc of the county in whic:b the 
instrument is rec«dcd, must be frled ill tbc: GalcnJ Lmd Office within 90 days o{tbc last cxc<:Utioa date xeompanlcd by the prcsaibed filin& fcc. If any suc:ll 
assipment is not so filed, the rights x.quired under this I~ shall be S\lbjca to furfcil11R u tbc option of !be Coavnis.sioner of the Gcncnll.and Office.. 

30. DISCLOSURE CUUSE. All provisions pertaining to the !case of the above-described land have bcal illeluded ill this instrument. iacludiog the 
st:UCment of the aue consideration to be ~d for the ~n of this lease aDd the ri&Jus md duties oftbc ()attics.. AJJy collatc:nl ~:mc:nts coa=ing the 
development of oil and p:s !rom the lczstd pr=i.scs whic:b are aot contaiaed iD this lease rcnd.cr th.is le:ssc inv:a.l.id.. 

31. FIDUCIARY DtJIY. The owneT of the soil owes the State a fiduciary duty IDd must .!\illy disclose my facts affect.io& the State's inta-cst in the !cased 
pre:niscs. When the intcre:sts of the ownc:- oftbe soil con.flic:t with those of the Stile, the owner of the soil is obligm:d to put the s~·s in~ bcfon: his pcnoaaJ 
in tcr'CSts. 

32. FORFEITURE.. IfL.c:ssce shail f~ or refuse to malcc the payment of any sum within thirty clays after it becomes doc, or if Lessee or 111 authorind 
ag=t should lc:nowingly make any faLse = or false n:;x>n conc.:..'tling production or drill in&. or if Lc:s.scc shall fail or refuse to drill any offset well or wells in &ood 
faith ~ ~quired by law and the rules and ~gulaLions ;adopted by the Commissicncr of the C-=~ Land Offia:, or if L=-: should fail to file reports in the manner 
required by law or fail to comply with rules and regul:&.tions promulg:arcd by the General Land Offic:. the School Land Board, or the lUi !road Commission, or if 
Lessee sbould retwe the proper authority lC= to the records pc:n:a.ining to opcr.llions. or ifL=cc or 31'1 authorized agent should knowing!)' f~ or refuse to give 
~m:ct inionnatioo to the proper authority, or knowingly fai.l or refuse to tl.unisb the Gcnaal I...md Office a correc:t log of any well or if Lessee sba.lllcnowin~ly 
violate any of the: rn:ucriaJ provisions of this lease. or if this le:uc i3 ;wigncd 30d the assignment is oot filed in the GcncnJ Lmd Office 3S required by law, tbe right! 
acquired undeT this !case shall be S\lbjca :o forfeicurc by me Commissioner, and he 5ha1l forfeit same wbc:n S\lfficicnrJy informed of the f:aas whic:.!l authorize a 
forfe iture. and when forfeited the arc:s sltall Jg3.in !le subjca to lc:~Se under the ecrms of the Relinquishment Act. Howe-ver, aothin~ herein shall be construed as 
waiving the wtornatic t=inaLion of this !=se by opcr.lrion oflaw or by r=soc of3r1Y special limit:Uion wing ll=dcr. Forfeitures may be set aside Jnd this 
lc::uc and all rights tha-cunder reinstated before the rights of anothe~ intc:rvene upon sa!isflctory cvidc:nce to the Commissioner of :he C-oc.r::ll Land Office of 1\lrurc: 
c:ompliance with the provisions of the law a:nd of this lc:ISe md the: rules and fCiU):&.tions that mzy be adopted relative bc..-cto. 

33. LIEN. In =rdanc.: with Tcx.as Na:ur:U Resources Code 52..136, the St:lte shall have a first lien upon all oil and :as produced from the= covered 
by this lc:uc to secure payment of all unpaid roy:llty and other sums of money thou may become due under thi3 lease. By a.c:c:pl:Ulce of this lc;xsc:, Lessee ~ts tile 
Sut:, in addition to the lic.n provided by Texas Na:ur:U Resources Code 52.136 and any other lppli~lc swutory l ie::~, an express contr.I.C:Uallic:n on and~~ 
inte:est in all leased minc.rals in and c:xtl":le"..ed from the I =sed pmniscs. all proceeds which mzy xauc to l.essc:e from the sale: of suc..'l leased minerals., wheJ!Lcs ~c:.'l 
proceeds an: held by Lessee or by a third ?art)'. aod all fixtures on and improvc:mc:nts to the lased ;:remises used iD coa.nection with the production or pro~~' ef 
S\lc!l lc:ued min.cr:rls iD order to secure the ?ayment of JJI royalties or other amounts due or to bccor...c due undc.r this !c:ue and to sc:c-.m: payment of =Y dama\e:s or 
loss t/w Lessor may suffer by reason ofL=c:'s b='l of 31\Y covc=t or condition of this 1=-. whether express or implied.. This lien a:nd security intcrc:st may be 
fore:losed with or without court proceedingl in the m:umer provided in the lidc I, Chapter 9 of the Tc:us Business and Commerce Code.. Lessee ag:rc::s t5~c• • 
Commissioner may require Lessee to exc::-.10: llld tca>l1l suc:b instruments as may be reasonably acc::ssary to a.c:lclowlcdge. ma.c!l or perfect this lien. ~=~~by 
rc;m:scnts that thc.."'C arc no prior or superior licn.s arising !rom and relating to L=cc's activities upoa the abovc-dcsc::r."bcd property or from L=ec:'s xqu~ti~M. 
this lease. Should the Commissioner u my time determine that this n:prcscnution is not true. the the Commissioner may declare: this lc3SC forfeited as ptb'tide! 
herein. • .... 

34. PCOUNG. Lessee is here!:ly granted the right to pool or unitize: the royalty interest of the: owner of the soil under this lc:lSe will\ any othc.r rouoilll~ 
or mincr::ll interest for the exploration., dCYclopmcn t and production of oil or ps or ei!l\cr of them upon the same tcnns as slull x approved by the School ~d 
Board llld the Commissionc:r of the Gene:-JJ Land Office for the pooling or wtitizing of the intc"I::S: of the State under IJ\is lease purn1311t to Texas Natllr.ll W~ 
Code 52..151-52.153. The owner of the soil agrees thu the inclusion of this provision in this I= satisfies the exCC"Jtion requirements stated in Tex:u Na.tur:ll 
Resources Code 52.152. 

35. INC~. Lessee hc::-:!:ly releases and disch~e.s the State ofTcus .lEd the owner of the soil.. their effie.:.~ employ~ pannc.rs, ag:nts. 
ccntnctors, subc:onr:rxton. guests, invite:s, a.nd their respective S\IC:essors and assigns. ofllld !rom all and any actio ns and c:wses of action of ~cry nature. or other 
harm. including environmental harm. for whic:!2 recovery of dama~cs is sought. including. but DOt limited to, all losses ;uad expc= which arc: c:wscd by the 
:~ctiv ities of Lessee, its officers, employee3. :md agents Jrising out oC. incidc:nul to, or resulting !rom, the operations of or for Lcssc:: on the !cased premises_ . 
he:e-.lllder, or that :nlr)' arise out of or be cx:;35ioncd by Lessee's bre:!Ch of any of the tmns or provisions of this Agrem~cnt. or by lilY o!l\c:r negligent or stn"Jy lla.b!c 
3Ct cr omission of Lessee. Futther,l.cssc: !:lcrcby agn:::s to be liable for. cxon~. indemnify, dc!"c:~d and hold !wmlc:s.s the State ofTexas and the owner of the SOil. 

their officers. employees llld 3gcnts, their S\lcc.e.ssors or assigns. 3.gainst any a.nd all claims. li<lbilitics, losses. cbmagcs, aaions, pc:-sonal injwy (including deW~), 
ccsts llld expenses.. or otlle~ harm for whic~ recovery o f damages is sought. under my theory inc:!udin' tort, conlr:lct. or strict liability, including a.aomcys' fees and 
othe: legll expenses, including those relat.:d to env ironmental haz.ltds, on the leased premises or in lny W3'f related to Les.see's failure to c:omply with any and all 
e:JVironmental laws; those llising !rom or in any w3y related to Lesse:·s oper.u.ions or my oth~:r ofL::sse:' s activities on the leasc:i prc:nisc:s, those 3rising ~m 
L:sse:'s use o f the surf:~c:.: of the leased pr::niscs; and IJ\osc that may lrise out of or be oce:lSioncd by L:ssc:e' s bre3c..'l of lilY of t.hc tc:mu or provisions o~ thiS . 
Agreement or lilY other act or o misSion of Lessee. its directors, offic:.:rs, employees, parmc:rs.. agc::lts, con!T.ICtOrs, subcontnc:ors, guests, invitees, and IJ\cr.r ~pcC'.lVe 
suc~ssors and :usigns. uch assignee of t.'lis Agn:ement, or an interest therein. agrees to be liable fer, exonerate, inde:nnify, defc::td and hold harmiC:.:S IJ\e S~;~te of 
Te:c:u and the owner oftllc soil, their offic:.:rs, employees. and agents in the same manner provided lb<lve in coMection will\ the 3C::ivities o f Lessee, Its office~. 
employees, llld agcnt.s ou described 3bovc. E.""<CEPT AS OTIIERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE Il'"DE~INITY OBLIGA TlOr;S 
A.'fD\OR LIABILITIES ASSt:MED ul'iD ER THE TER.\15 OF THIS AGR.EEME."iT SHALL BE WITHOUT LIMITS A.'iD WITHOUT REGARD TO TY 
THE CAUSE OR CAUSES TIIER.EOF (EXCLl."DfNG PRE-EXISTING CONDmONS), STRICT LIABILITY. OR TifE NEGLIGE.'fCE Of A."N PAR 
OR PARTIES (fNCLUDL'IG TEE 1'/EGLIGE:"<CE OF THE INDE~fNlFlED PARTY), WHETHER SUCH :"<EGLlGE:-.'CE BE SOLE. JOJ:I';'T, 
CO!"<CURREXT, ACTIV'£, OR PASSIY"E. 



. 36. ENVIRO~Af-- HAL\JtDS. ~shall use tbe hi &/lest dec:= oC can: and all te:3SOaable saCe&UU~ to ~cnt con~on or pollution of · 
~y cnvii'OnmctiUJ medium. 111cludU11 soil. surfxe wuczs, crcunctwua. sediments., and sutfaa: 01' subsu.rfxe .s:trata. ambiC1t au or my~ CZIVU'OnmcaQJ lllcdiuna . 
an. on, or Wider, the lc:ascd pn:miscs, by my waste, poll own. or contlmlnanL Lc:s.sce shall DOt brina or pcnnit to rcmaiD on the lc:ucd prczzuscs my asbestos 
c:ontainin1 materials. explosives. toxic IULC:rials. or subst:anc:.::s reJU)atcd as hzz3tdous ~ ha:z:lrdous IJW.Cria1s. bzatdous substmc:cs (as the tam "lbz:uccous 
Su.bstlnc:.e- is defined in the Comprchc:o.sivc Eaviroomcntal Response. Compcnsarion md Uahility Aa (CER.a.A). 42 U.S. C. Scaioas 9601, ct seq.). or toxic 
subsunc:cs under arry fcdcr.aJ. stsr.c. or loal t.w or rqulatioa (."Hzz:lrdou.s Ma&cm!s'"). cxc:.epc orcrawy products commonly u.scd ia c:onncaica wit.b oil and ps 
aploration and development operations 3.!1d stcn:d iD the I!SUa.l au.nnc:r and quantities. LESSl:E'S VIOLATION OF THE FOREGOING PROHIBmON 
SHALL CONSTITUTE A MA TElUAL B.REAO! AND DE.FAUL THEREUNDER AA"D LESSEE SHALL JNDDfNIFY, BOLD BAR.\ILESS A.'m 
DEFEND THE STATE OF TE:US A.'lD THE OWNER OF THE SOD. fROM AND AGAINST A.~ ~1.5. DA.'HAGES. JlJDGMENI"S. Pl:'tU.'riES, 
LlABII.lTIES, A."'D COSTS (INO.UDING REASONABLE A TIOR.-.n'S' FEES A."'D COURT COSTS) CAUSED BY OR ARlSING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROHJBmON OR (II) THE PR.ESE:'40:.llELE:ASE. OR DLSPOSAL OF A.'VY HAZARDOUS MATDUALs ON, 
l.JNDER. OR ABOUT THE LEASED PRE.~ES DURlNG I.E.SSEE'S OCCUP A. "'CY OR CONTROL OF THE LEASED PRE.'\iiSES. LESSEE SHALL 
CLEAN UP, lU:liOVE, RE..'\1EDY A.'o"D REPAIR A.~ SOD. OR GROUND WATER CONTA.'IoflNATION A."'D DA.'dAGE C.-\USED BY THE 
PRES~CE OR JtE1.EASE OF A.~ IUZ.lRDOUS MA TElUALS IN, ON, UNDER. OR ABOUT THE LEASED PROOSES DURlNG LESSEE'S 
OCCUPANCY OF TilE LEA.SD> .P1tDiLSES IN CONFOIUfA.~Q; Willi THE .R.EQL'"IRL'\fE.VI'S OF APPUCABLE l.AW. THIS 
IND E."rfNNFFCA TION A."'D ASSUMPTION SHALL APPLY, BUT IS NOT L.Uri1TED TO, UA.BILITY FOR RESPONSE ACTIONS UNDERT Al<l:'f 
PURSUA.~ TO CJ:RCIA OR A.'N O'T'HER ENVIR.ONMI:'ITAL l.A W OR REGUU TION. LESSEE SHALL J?r£\fEDlAn:L Y GIVE TH1: STAn: OF 
Tl:US A.'m l1IE OWNER OF THE son.~ NOTICE OF AJ.'N BREACH OR SlJSPECTED BREACH OF THIS l"AR.AGRAPH. UPON 
LEAR."'ING OF THE PR.ESL"o'Q OF A.'VY HAZ.UDOUS liATE.RLU.S, OR Ul"QN RECDVING A NOTIO: FROM A.~ GOVE:R.~"TAL 
AG~CY PERTAINING TO HAZARDOUS l1A TElUAl..S WHIO! l1A Y AFFECT THE LE.A.SED PRL'IollSES. THE OBUGA TIONS OF LESSEE 
H.E.R.EUND£R SHALL St.i'Rvtn THE :E:XPDU TION OR E.AlU..tER TER..\ilNA TION., FOR ANY REASON. OF THIS AGREL~. 

37. APPUCABLE UW. This lc:asc is issued 1111dct :be provisions ofTc::as Nma-al R=w= Ccx!c 52.171 tbrou&b 52.190. COCIII'DOaly kno"<ftll u the 
Relinquishment Aa. md othc- ~plic.:lb le sz:anncs and amcndmors thcrc1o. md if my provision iD this I= docs not co11fonn ID tbcsc .swutes. tbc SWUIC:S will 
prcnil over my oonconforminc IC3Se ;mrrisiom. 

33. EXECUTION. This oil :md ps lease mu.st be siped :md J.c:lcnowlcd~d by the L=c before it is filed of record i11 tile county records and ia the 
Gcnct:l.l Ulld Offi~ of the Sw.c ofT= ODe= the ti.lina rcquircmcna found iD P~h 39 of this lase b.ne been larisficd. the ctrcc::ive cW.c of this IQSC s.ball 
be the date found on hce I. · 

39. l.EA.SE FILING. Pursuant» Cupta 9 of the Tcus Business :znd Commcrc: Code. this lase mu.st l:c filed of record ia tbc office of the County 
Ocrlc in any county in whic:!l ~I or m y patt of t.bc lased prcniscs is IOC3b:d. and c:.e:tificd copies thereof mu.st be filed in the Gcnc::-Jl Lmd Office. This le:lSC is not 
effective until~ certi.ficd copy of this lase (which is made and c:.-tified by the C;,unty Oeric from llis records) is Sled ia the Gcncnl Llnd Offic: in a.c:ord~c: with 
Tau N:uur:ll Rcsourca Code S2.1&J. Additionally, this lease sll:lll not be binding upon the Sw.c unlCSl it recites the: .w.uaJ ltld O'UC coruidcr.uion p:lld or ;~remise:! 
for ::xccution of th i.s lase. The boou.s due ::he Stau: a.ad tbc prc:scibcd filing fc: slull a.c:=cmp;u1y suc:!l cc::rti£ied copy ID the: Gcner:ll Lmd Offic::. 

••• • • • ••• 
•••• • • • •• • 
• 

•••• • • • •• • 
•• • • • • . . .. 

lE~v.:Jfb;/ 
BY: C lay .Tahnson 

~-------------~~~------------
DATE.:. __ .!,...r>(____;~:;,__.o_.!../.L...<J!~----

~= ..... - .... , 
~9·~· ~rd F: ood, deal~fu-;:~!.~~'"-,,sole 
Date: ~::2.· 'fJJ ~ /'S ... ~o*~~v ~~~0\ ., ~ . . ~ 

#</ \ -:t. % 
STATE OF TE<AS § : : § STATE OF TEXAS 

By ·. \ \ ~, ~ j t BY·. 
·-,-,--,--,-----------------~~ ....,....,...·:...·· -~Of~- ./ § '-:-:--::----:------:---::--::-----=::::-------

Individu3lly ilnd u ~:nt for the Sl.3te of T cas ~A~···.~Pr~E~ •• ·'~~/ Individually and J.S ;Jge:'lt for the Sw.c ofTc:x;u 
~·yu ._.. ~v ~-

03te: "'4>,, ~ RY 25 ' ,,,,.<-'' D~: 
·-------------------------~"'"Nt""nm"'"''"l ------------------------------



STATE OF ______________________ __ 

COUNTY OF ___________________ _ 

BEFORE ME. the undasiped autbority, oa this d.zy penooally 3ppcared'----------------------------
known to me to be the pczsoo ~bose a.amc is ~.b:saibed to the Co~aoiD& izlsaumcDt, .,, ____________________ __;oC 

Given under rrry b.a.nd md seal of omc.e this tbe. ________ doly or ___________ _,· 19 ___ • 

Nclary Public iD 311d fOI' __________ _ 

STATE OF---------------------- (CORPORATION ACXNOW!.EDGMENT) 

COUNTY OF---------------------

BEFORE ME. !he IIZIC!crsi~ aulbority, oo tbis d.zy pcnonaUy ~~----------------------------
lalown to me to be !he pc:soa whose a.mx is subscribed to the !Dn:aoiD& in.strumcnr. zs, _____________________ of 

Given under my band md SC3J oC otfic.e this the--______ day oC ___________ ~ 19 ____ . 

STATE oF T#.L;fto 
cm:m-Y o: d-#:JI&vl 

NoUI}' Public in and for __________ _ 

(INDIVIDUAL ACO<Q\liL::JJGMD/1') •• • 
• • • •• • 

known to me to be the pe:3ons whose names ~ subsc;ibed to the fon:;;oing instrumc:JC. m d acbowlc:dgc:d to me: that th~ a c:01tc:d the = e fo r the: pWjlOSCS llld 
considc:ntion therein apr=c:d. 

Given under my haad llld sc:ll ofoff)ce this :hc. _ _ _ &~---day o ( 

1'~ MONICA MARLOWE 
(!{~ *~f_;\ NOTARY '=.U9LIC 
, ... '· /.'"' J State of 1 e.x a:3 
'..:~~-;_+''/ ~· Comm. Exp. 1C--30-99 '-

V'J·~'~"· 

~ .19~1!_ 
/;1.~~ 

Now:- ?-Jolic in llld for __ k.~.-_~--------
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EXHIBIT "A" 

AITACHED TO AND MADE 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 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 Renta l 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-i n 
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 shal l have commenced a well with in 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 cont inuous 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 we ll. Should Lessee fa il to commence the continuous drilling program or subsequently default 
in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, 
save and except for the proration units surrounding each well then producing, capable of producing or 
upon which operations are being conducted. The term "proration unit" as used in this paragraph means 
any acreage designated as a drilling unit or production unit in accordance with the rules of the Railroad 
Commission of the State of Texas. Further, the term "commencement" shall mean that point in time when 
the pertinent well is spudded and the term "completion" shall mean the date upon which the initial 
potential test report is filed with the 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. Notwithstand ing 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 pescribed in paragraph 
l hereof, together with easements and rights of way for roads, pipelines and other facilities on over and 
across all of the lands still 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 required or permitted in this lease sha ll 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 we ll is commenced sooner than 180 days after the completion of the last preced ing wel l, the portion 
of the prescribed 180 day period not used may be carried forward and added to the period between 
subsequent wells. 
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PAID UP 

on. AND GAS LEASE 

THIS AGREEMENT is made md ez~rered iDtD th.is~ciay of J11l~ 19~ betwecD the~ ofTc:x:as, ldin& by mel throo&h its 
q~ Charlotte Walker Furman ,-clefaling 1ff her sole and separate property 
_________________________ of ? gog East 1 7 t h 

Odessa TX ?g761 saidaa;cu 
(Give Pc:nuancn1 Addr'c:ss) 

bcrein referred to as the owner of the soil (wbc1hcr one or more), md, __ ~C~J±-'!:a~y~,.&.JL.Jo~b!:..ln~s"':oJ.JDU....~--:~--="'="'=--------
Z 0 3 W • ·Wa] J , s n i t e 8 0 0 or 
Midl(!nd, TX -79701 

(Give Pammcnt Address) 

1. GRANI1NO CLAUSE. For md in ax~Si~a of the JmOants st3tCd below md of the covenants md acrecmcna tD be paid, lcept md performed by 
Lcssc:c under this lease. the Stw: ofT cas xtin& by md throu&h tbc owner of the soiL bc:dJy p311t1, JQSCS md lets lmiD Lessee, for !be sole md only purpose or 
prospcctin& md drillin& for and produc:ing o il 3Dd ps. Iarin& pipe I iDes. buildin& Wllc.s, =riD& oil md buildin& power mtions., Dclepboac I iDes Uld otha stNCU~rcs 
thcnoa. to produce, save, talce c;are ot: tn:<ll md lr'mSpOrt s~d produm of the lease, the foUowinJ lands situm:d in cu 1 hers on Counr:y, State 
ofT c:us, toe wit: 

Block 100.!. 
Section 8: 
Section 9 : 
Section 16: 
Section 17 : 

Public School Land Surve y 
All 
All 
All 
All 

coni:Uning 2 , 5 6 0 acres, more or Jess. The bonus consideration p~d for this I= is ;zs follows: 

••• • • • ••• 
•••• • • • •• • 
• 

Tothc State ofTc::us: T1vo Thousand One Hu ndred Sixty a nd No/100 - -----------­
Dollars (S__.o.....L.....I....l~~~---.....J 

To thc ownc:r of tbc soil: Two Thou sand One Hun d red Sixty and No/100-------- - -­
Dollars cs. __ ..,.2 ..... , _.1...,6.._o::o.<..:.._,.o'"'o..__• _ _, 

T oCI! bonuscoasidc:::ltion: Four T})ousand Three Hundr e d Twenty and No/ 100 
Dolla:rs (S 4 , 3 2 0 I 0 0 ) 

Tb;.~!il bonus consideration paid ~=ts a bonus of Fifty-foJJr r~nd No/1 00-------------------
• • • Dollars (S 5 £1 a 0 } per acre. = 8 0 net aces. • . 

• .. • : 2. TEL'vl Subject to tbe other provisions in r.h.is Je;u~ this Jc:ue shall be fo r a t.erm of F j v e ( 5 ) year~ . from this cW.c 
(h: rein• ~led ' p rimary tc:m ') and u long thereafter 3S oil and g:u, or either of them, is produced :n paying quantitiC3 from said Janel 
As Used in this le;ue, the term "produced in p~in& quantitiC3" mc:ms t1ut the receipts from the sale or other :wrhori.z.cd c:omm=:ial usc o f the su!iS'tanc:(s) co-vend 
~!!trfC¥~t ofpoc!cet operational expenses fer the six months last past. 

•see··E~hibi t "A" attached fo~ Pd- U d e l a r E;!ntal rovision s l;tovn ~s Parag.ra h # 40. 

In a like manner and upon like nts or t.end~ annually, the commcnc:menr of a well may be further defem:d for rue: riods of one (I) ye:sr e3c!l during 
the primacy t.erm. Al l ts or tenders of rental to the owner of the soil may be made by chc:c:Jc or sight dr:1ft of Lessee, or any u s - of this Je:uc:, and may .be 
delivered on or the rcnt:ll paying d.ale. l f the ba.nlc design~d in this paragraph (or its succe.ssor bank) should cease ro exist, suspend · ss, liquid31.C:. fa~l or 

by another banlc, or fo r any reason fail or refuse to ac~pl rental. Lasee shall aot b~ held in dcf.wl~ for (~Jure to malc:e such paymen_ts o dcrs of 



. 4. PRODUCTION ROYALTIES. Upon production of oil and/or &as. Lessee ag:rc.es to pay or cause to be paid one-half(l/2) of the !1)Yalty 
prov1ded for in this lease to the Cornmi.ssionc::r of the General lAnd Ofli~ of the State of Texas. at Au.stin. Tens, and one-half(l/2) of suc:h !1)yalty 10 the owner ( 
the soil: 0 

(A) oa.. Royalty payable on oil. wbic:h is defined as including all hydroc:arbollS produc:ed in a liquid form at the mouth of the well and also u all 
condensate, distillate., and other liquid hydrocarbons =vered from oil or ps run through a scpantor or other equipmcn.c, as hereinafter p!1)vided, shall be 

3/16 part of the gross production or the Cl.alUt value thereof: at the option of the owner of the soil or the Commissioacr of the 
General Land Offic:e, suc:h value to be dc:u:nnined by I) the hig.bcst posted pric:e., plu.s pr=Uum, if any, offered or paid for oil. condensate., distillate, or other liquid 
hyd.rocatbons, respectively, of a like type md g!T(ity in the gc:ncra1 aru where produ~ and when run, or 2) the highest marlcet pric:e thereof offered or paid in the 
general area whc:R produc:ed and when nm, or 3) the gross Pf'OC"ds of the sale thereo(, whichever is the greater. L=ee agr=s that before my gas produ~ tro111 the 
leased premises is sold, used or proc;:esscd in a pi ant, it will be run fr= of cost to the !1)yal ty ownas through m adeq ua.tc oil a.od cas separaulr of conTe:ltionaJ type, or 
other equipment at least as effic:ient, so that all liquid hydrocarbons recovc::ra.ble from the cas by suc:h mean.s will be rea>vered. The requirl:ment that suc:h gas be nm 
through a separator or other equipment may be waived in writing by the royalty~ upon such LCnnS and conditions as they prescribe.. 

(B) NON PROCESSED GAS.. Royalty on my gas (mcluding flared gas), whic;h is defmcd as all bydroc:arbon.s and gaseous substan= not definc.d 
as oil in subparagraph (A) above, produced from any well on said land (exc:pt as provided herein with n:spcc:t 10 p:s processed in a plaAt fW the c:xtl'al:tion of 
gasoline, liquid hydroc:arbon.s or other prociua:s) shall be 3/16 part o!tbc uoss production or the rmtlcet value thc:ROf: at the option of the 
owner of the soil or the Commiss.ionc:r of the Gc:nenl lAnd Offic:e., suc:h value to be based oo the highest rnarlc:t pric:: paid or offered foe p.s of comparable quality iD 
the general area where pro<luc::d and when nm, or the uoss price paid or offered to the producer, wltic:hcvcr is the greater; provided that the max:imum pressure base 
in measuring the gas undct this lease sh&ll oct at my time exceed 14.65 pounds per square inch absolute_ acd the standard base tcmpc::ratUte shall be sixty (60) 
degree.s Fahrenheit, ~oa to be made for pi"CSSW"C a.c:cording to Boyle's uw. and for spcc:i.fic gravity ac:cording to tests made by the Balanc:.: Method or by the 
most approved method ofte3ting being used by the industry ill the time ofte3tin'-

(C) PROCESSED GAS. Royalty on any gas p=d in a gasoline plant or other plant for the recovery o( gasoline or othc::r liquid bydroc:arbons 
shall be 3/16 part of the residue gas and the liquid hydroc::ubons extracted or the marlcet value thereo~ ill the option of the 
owner of the soil or the Commissioner of the Gcner.U Land Oflic:e. All royalties due herein shall be based on one hundred pc:c..-nt (100%) of the total plant 
produc;tion ofn::sidue gas a.aributable to gas produ~d from this le3Se, :ind on fifty perc:cnt (50%). or that percent accroing to Less~ wbic.'lever is the~. of lhc 
total plant production ofliquid hydroc:lrbons a.aributable to the gas produc:d from this lease; provided thai illiquid hydrocarbon.s are recovered from gas proc;essed 
in a plant in whic:h Lessee (or its parent, subsidiary or 3ffilia.te) owns an interest. then the pcr=tage applic:l.ble :o liquid hydroc=bons shall be fifty pcreeru (50"1.) or 
the highest pcrc::nt accn~ing 10 a third patty processing gas through suc:!l ;Jlant under a proc.-ssing agre:ment acsotiued at = 's length (or if there is no suc:h third 
party, the hjghcst pcrc:Ilt eben being speci11ed in processing agreements or conaac-..s in the industry), whic:hever is the ~- The n:spec:ive royalties on residue p:s 
and on liquid hydro=bons shall be detemlined by I) the highest marlc:t pri~ paid or oE~-ed for any gJS (or liquid hydroc::Jrbons) of comparable qualiry in the 
general area. or 2) the gross pric:e paid or offered for suc:h n:sidue gas (or the weighted :rv~-age gross selling pric:: for the respcc-jye grades of liquid bydroc:arbons), 
wnic:hever is the gr=ter. In no event, however, shall the royalties payable under this pangraph be less than the royalties which would h3ve be= due had the g;u not 
beenp~d. 

(D) OTHER ?RODUCTS. Royalty on ~n black, sulphur or any other products produ~d or manufactured from gas (exc:pting liquid hydroc:arbons) 
whether said gas be •c:asinghead, • •dry, • or any other gas, by fractionating. burning or any other ;Jro=sing shall be . 3/1 6 part of the 
gross produc:tion of such produc:ts., or the market value thereof. at the option of the ownc::r of the soil or the Commissioner of the General Land Offi~. suchoarlt:t 
val ue to be detemtincd as follows: I) on the basis of the highest market pric:: ofe;u:!l produc:t for the same mooch in whic!l suc;h produc: is produc:ed, or !)liJfl•rJ/;1;• 
basis of the average gross sale pric:e of eac.'l product for the same month in whic:h such products are produc:d; whic.'lever is the gre:ucr. • • • • 

• • • • •• 
5. MINIMUM ROYALTY. During any year after the expir.ltion of the primary term of this lease, if this lease is maintained ~y produc:tion. the roy;Jties 

paid under this lease in no event shall be Jess than an amo unt equal to the total annual delay rental herein provided; otherwise, there shall be due and payab~e. ~~or 
before the last day of the month succ:eding the anniversary date of this I= a sum equal to the tol:ll mnual rental less che acoount of royalties paid durin& t!Jc• • • 
pre:::ding yeM. lfPlr.lgraph J of this le:ISe does not spc:c:ify a delay rental amo unt, then for the purposes of this paragraph, the delay rental amount shall 6'e one 
dollar (Sl.OO) per ac:r-e.. : • • • • .. . 

6. ROYALTY IN KIND. Notwithstanding any other provision in this le:!Sc, at any time or from time to time, the o wner of the soil or the Commi.ss!oner 
of the General Land Offic:e may, at the option o f either, upon not less than sixty (60) days notice to the bolder of the lease. require that the payment of anr.~ll!i~ 
ac:cuing to such royalty owner under this IC3Se be made in lcind. The owner of the soil's or the Commissioac::r of the Genc.-al Land Office's right to take its~ lD 

kind shall no t d iminish or negate the owru:r of the soil's or the Commissioner of the Gene...U Lmd Offi~'s rights or L=ee's obligations, whether express ~r.~J'li~d. 
under this lease. • • 

7. NO DEDUCTIONS. ~ auees tru1t all royalties ac:cn~ing under this lease (inc:luding those paid in kind) shall be without deduc::ion fo r the c:ost of 
producing, gathering, storing. se;Janring. ~g. dehydrating, compressing. P=ing. transporting. and otherwise m:Uc.ing the oil, gas and other produ~ · 
her: under re.3dy for sale or use. L=ce agre""..S to compute and pay royalties on the gross value =ived, inc:luding any reimbur:oements fo r ~erance taxes and 
production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may repn:sent this le3Se's proportionate shan: of any fuel used to . 
process gJ.S produc:cd hereunder in any proc:essing plant. Notwithstanding any other provision of this leJ.Sc, aod subject to the written consent of the ownerof th~ soil 
and the Commissioner of the Gener:lll..lnd Office., !.esse:: m.1y rec;yc:le p.s fo r gas lift puryoses on the leJ.Scd pre:nises or for injec:tion into any oil or gJ.S produetng 
fo rmation underlying the le3Sed premises after the liquid hydrocarbons conuined in the gas have be:n removed; no royalties shall be payable on the re;yc:led gas 
until it is produced and sold or used by L:.s.see in a manner whic!l entitles the royalty owners to a royalty under this lease. 

9. ROYALTY PAYMENTS A.."'ID RE?O RTS. All royal ties not taken in lcind shall be paid to the Commissioner of the Gene :-a! Land Offic: J.l Austin. 
Texas, in the following manner: 

. . . ti . ... T R . Rul tJ "d ... ·• roy airy on oil is due P1yment of royalty on production of oil and gas shall be as prov1ded 10 the rules set orth 10 .. ,e exas eg1ster. es curren y prov1 e .,,... . d 
and must be received in the General Land Offic: on or before the 5th day of the second month succ:c:ding the month of production. and royalty on gas 15 due. anfth 

· ... f d · · d b the J.ftidav1t o e must be received in the Gener.U ~d Office on or before the I 5th day of the second month suc:c:::dmg the mon1.11 o pro uc:uon, ac::.ompame Y . . . of 
. ffi d h . th I Jlld diSpOSitiOn owner, manager or other authorized Jgcnt. completed in the form and manner presc:nbed by the General Land 0 c: an s owmg e gross amoun . . ·u·on 

. (all d fi . th oduc:tiOO. diSpOSI all oil and gas produced and the market value of the oil and gas. together w1th :1 C<JPY o ocume~ts. records or repor'..s C<Jn 1rmmg e 6TOSS pr 



and market value: !ncluding gas meter readings, pipcli.oc: n:c:eipts, au Jlnc: receipts and other dlc:cJa or memoranda of amoWit produced and ~ut into pipelines,~ 
or pools and gas hnes or a;as Stof'3&C, and any other reporu or m;ords whlc:h the: Gcnc:ral La.ad Office may require: to v~ the g%t)U producuoa. disposition llld 

• marlcet val_uc:. In all casc:s the authority of a~ oc qcnt to act !or the t.c:s.s= bc:reia must be lilcd in the Gcncnl Land Officx. Exh royalty P-rmcnt sbll be 
ac:companu:d by 1 check: stub, schedule, SWtll1lV)' oc ocher remittance advice sbowiac by the as:sipled Gcnc:nJ Ulld Otfic:c !use number the amount of royalty bein& 
paid on each lea= Itl..c:s.s= pays hls royalty oa oc before thirty (30) days after die royalty paymc:Dt was due, lbcD Lc:s.s= owes 1 penalty of S% on the: ro~ty or 
$25.00, whichcvc:r is P=ter. A royalty pll)'lDc:nt which is ovc:r thirty (30) cay, late shall acaue a pc:nalty of 1o-~ of the: royalty due oc- S25.oo whic:hcvc:r is P'=c:r: 
In addition to a pcn&lty, royalties shall acc:rue intcn:st all r:alc: of 12% per yc:3r, suc:b in~Cn:St will bcPJ ac:c:uina wbcn tbc royalty is sixty (60) dzys o~ • 
Affidavits and supporting documents wbic:b are oot tiled when due slWl incur a penalty in m 31l10aut set by the General Land Office: a.dministruive rule~ is 
etfc:ctivc: on the dill: when die affidzvits or supportinc do=nts w= due. The Lc:s.s= slW.I beat 3ll raponsibUity fer payica or c:msing royalties to be~ as 
p~bed by the due: date provided herein. hymcnt of the deli.oqaenq pcu!ty slWl in DO VlfrJ opcr:!%: to prohibit !be: StaLe's ri~ offorfc:illll'c: as provided by law 
nor aa to postpone: cbc date oa wbic:h royalties w= oririmJiy due:. Tbc above: penalty provi.sioo.s shall aot apply in cases of title dispute: as to lhc St:alc:'J portioo of 
the rc)'3lty or to chat portion of the royalty in di.spu%1: as to f.air mat1ctt value. 

10. (A) RESERVES, CO~crs AND OTIIER RECORDS. Lc::s.sc:e siWI mnually tumish !be: Commissioner of the Gcnc:ral Land Oftia: vnth 
its best possible estimate: of oU J.Dd ps rcsc::vcs u;ndcrlyinJ th.is lease oc allocable: to this lc::ase and shall fun1isb said Commissioner vrith copies of all con ~nets liDdc:r 
whic:b gas is sold oc- procased and all subsc:qocnt acr=:ncm:s and amendments to suc:b coaax:ts wi1h.in th.irty (30) days a&r entcrina inlO or aWc.iag suc:b CCIIO'acts, 
agrcc:mc:nts or mxndments. Such contn~;U and agrec:mcn.ts when rec::ivcd by the Gcncrall..and Ofticc sbaJJ be bdd in confidence: by !be Gcncnl L.md 0~ unless 
otherwise authoril:d by Less=. All other contnlctS and reoJrds pczuininc to tbc productioa.. 1nmp0rution, sale: and~~ of the: oil md ps produa:d oa wd 
premises, including the: boola and 31Calunt:s, rec:ipts md disclw-&es of all wells. tm1a, pools, IDod.C1, md pipdincs siWI ll aD times be subjca to inspcdioo and 
~ation by tbe Commissioner oC the Gcnc:ra1 Land Office, the Aaxlmcy General, the: GoTC:rDOr, oc- tbc rc:prc:scn%a.tivc: of azry of tbc:m. 

(B) PER. \.fiTS, DRn..l..ING RECORDS. Wriac:a oodcc: of all opcr.Woo.s oa this lease shall be submitll=d to the: Commissioner of the GcncnJ 
Land Office by L=ee oro~ five (5) cays before spud c1.w:. wodcover, re-entry, tempo=>< ;abandcnmc:nc or plug and aba.ndorunc:nt of arry weD or wells. Such 
written ooticc: to tbc General Land Office: sh.all include copies ofR..lilroad Commission forms for appliC31ioo to drill Copies ofwcll tcsts;complc:tioo reports w1 
plugging reports shall be supplied to the: Gcnc:raJ l=d Office at the time they are .liled with the Texas R.illrcad Commission.. All appliations, permits, reports oc­
othc:r filings that n:fuencc: this lease oc any ~ific wen oo the: lcascd premises mel tl:w are sub!!Uaed to the Tcx:as lUi !road Commission or my other govanmc:ntaJ 
a&enc:y shall include the: word •stue• in the: title:. Aclditionally, in accordance: vnth R.Ulroad Commission rules. wy si~ on !be lc:ascd premises for the: purpose of 
identifying wc:lls, tank baa.c:ries or other ~d improvements to the J.md must also include the word "St2n:. • Lc::s.sc:c: shall supply the Gc=r:U l..:lnd Office: with 
any records, rnemoi"UUda, KCOWIIS, reports. c:ua:inp and cores. or other infunn.uion relative to the: operation of the abovc:-dcsaibed premises, whi~lt may be 
requested by the: C-cnaal Utld Offia:.. ill ;a.ddjdoo to those bc:rein c:xprcssly prcvidcU for. Lc::s.sc: shall have: m c:Jc:euil::ll md/or radioadivity sut'V'c:)' made 011 die: 
bore-hole: S«tion, from the base: of tbc surfx:e c:asing to the total dc:pcb of well, of all wells drilled oo the: above described p=iscs aod shall tnn.smi.t a true copy of 
the: log of =::h survey o n e3Ch well to the Gcncr.l.l Land Office: with in fift=a (15) dzys J.fta the: making of said survey. 

(q PENAL TIES. Lc:sse e shall incur a penalty whe-ncvc:r n:ports. documents or other ma.te rials are oo.t filed in the C-.:ner.t.l Laod Offic:: wbc:n 
due. The penalty for late filing shall be set by the Genc:ral Laod Office administrative rule: wbicl! is effective on the: daa: when the auLc:rials were due: in the: Gcncnl 
Land Office:. 

1 I. DRY HOLE/CESSATION OF PRODt:CTION DURING PR!MARYTER.'Yi If. during the: primazy tam hereof and prior to discovc:ry and production 
of oil or g:l.S on said land. ~should drill a dry hole: or holes thereon. or if during the: primary t= hc:reof ;111d after the: disct~vc:ry and a.c:ual production of oil or 
g:l.S fro m the leased premises su~'l production th=f should cc:.:asc: from any C3USC., this lC:l.Sc: shall aot tamiaa.te if on or Xfon: the: c:xpir.uion of sixty (60) days from 
daft!• cafc~ctplerion o f said dry hole: or ces.sation of produc::ion ~ commc:acc:s additional driUin& oc reworlting oper.Wons th=n. or pays or !J:ndc.rs the: next 
ann.1:U•<felay rental in the same: m:mncr :as prcvid:d in this lease:. U: during the last yc:3r of the: prim.:uy t= or within sixty (60) days prior thc:rc'.o, a dzy hole be 
co~,4!~ and abandoned, or the: prodw:tion of oil or ps should cease for any QUSC, Lc::s.sc:.:'s rights shall remain in full force and effect without furtbcr operations 
untiP !he: ~pi ration of the primazy term; and if Lessee: h:l.s not rc:sumc:d production in paying quantities ill the: cxpir.uion of the primary Lerro, Lc:s.scc: may maincin this 
lc::u.:ty conducting :J.dditional drilling or n:wor!cing operations pumJan.t to P:lr.lgl'3pb IJ, using the: c:::cpir.uioo of the prim.ary tc:nn :as the: date ofcc:ssarion of 
P"6<futSieg under ~'¥!graph 13. Should the: first well or any subsequ=t well drilled on the: above: dc:scnl>cd land be complc:tc:d as a shut-in oil or ps well within the: 
pri~ t«m hereof; l.asce may resume payment of the annual renUl in the: SUilC manner :as provided bc:n:in on or beiore the n::1c:al paying date following the 
c:x~incionoofsixty (60) days from the date of completion of such shut-in oil or g:l.S well ;111d upon the: f~lurc to make suc:.'l payme:lt, th.is le:JSc: shall ipso facto 
tcnnin:ta! If ilL the: c:xpir.uion of the: primary tc:rm or ltlY time: thCJ'C3ftc:r a shut-in oil or g:l.S well is !~ted oa the l=ed prcnisc:s, payments may be made: in 
accoriancc with the: shut-in previsions h=( 

•••• 
• •••• •12. DRll..LING AND REWORXING AT EXPrRATION OF PRL'vtARY TER.'Yi If. ilL tbe c:xpintion of the primary t=n, neither oil nor gas is being 

produ~d go said land, but lessee: is then engaged in drilling or rc:woridng opc:r.uions thereon. this lelSC shall remain in force so long as opcntions on S3id well ~r for 
dritl%tft~orking of any additional well ;u-c prcsc:c:-.Jtcd in good faith and in- worlcm:mlike ma.nnc:r without iot.c:rrUptions touling more than sixty (60) da)'l dunng 
any one: suc:b operation. and if they ~ult in the production of oil and/or g35, so long thc:re3ftc:r :as oil 31tdfor gas is produced in paying quaotitic:s from said I~ or 
payment of shut-in oil or z:as well roy:Utic:s or compcns;uory rcy:Utic:s is made: :lS provided in this !c::ue. 

IJ. GSSATION. DRllliNG, A."'D REWORKING. If. afta the: cxpir.Won of the prima:y tc:rm, production o f oil or ps from the: leased i'rcmisc:s. 1ftcr 
once: obtained, should cc:ase from ;111y c;ausc:. this le:l.Sc: shall not tcrmi.n.u.c ifLc:sscc: commcnc::5 additional drilling or reworking opcntions within s ixty (60) days 
after suc:b =aticn, and this lc:.-1SC shall remain in full forc:c and etfc:::! for so long as such opc:r.uions continue in good faith and in work:manli.k: m;llUlCr without 
interruptions toLlling mort than sixty (60) days. If suc!l drilling or reworking oper.uions result in the: production of oil or gJ:S. the IC35e shall rem.lin in ful.l fore: md 
effect for so long as oil or g:as is prcdu~d from the: IC:l.Sed premises in paying quantities or payment cfsbut-in oil or g:as well royalties or payment of com~atOry 
royalties is made: as provided herein or as provided by law. If the: drilling or reworir:ing opc:ra.tioiU rc:sult in the: completion of a well :lS il dry hole:, the lease Will not 
tc:rminJ.te if the: L::sse: commences 3.ddition31 drilling or rcworking operalions within sixty (60) days after the completion of the well as a dry hole:, ;111d this le:lle 
sh:UI remain in effect so long :as Lessee continues drilling or ~orlcing o pc:r:uions in good faith and in a worlcmanlike manner without int.c.l'T\IPUOIU to[;l)ing more 
than sixty (60) days. Lessee sh311 give written notice to the: General Land Offi~ within thirty (30) days of ;111y ccssJ.tion of production. 

14. SHUT-IN ROYAL TIES. For purposes of this pangr.1ph, •well" me=s any well thJ.t has be::a assigned a well number by the stue ag~::tC)' bavin_g 
jurisdiction over the production of oil and g:as. If. a.1 JnY time: :Utcr the: c:xt~ira.t.ion of the primary tc:nn of a le3Sc: tha.t, until being shut in. was being maintained :n 
force: ;111d effect,~ well capable: of producing oil or g:as in paying quantities is loc:u.cd on the lelSCd pn:misc:s. but oil or gas is not being produced for lade ofsuJtable 
production facilities or lack of a suitable: marlcet. then Lessee: may pay as a shut-in oil or gl5 royalty lllllllOunt equ;U to double: the: annual renLll provided in the 
le:l.Se, but not less than S 1.200 a year for each well caposble of producing o il or gas in paying qu:111titics. If ?~h 3 of ~is lc::u.: d~ri<ft!Jj)ei!Jl? edei'Jy_rc1 
01mount. then fo r the purposes o f this paragraph. the: de lay rc:nul ;rmo unt shall be one dollar (S !.CO) J:er acr: . To be "!!J!is~· ~- ~frM~)Ifji.fjlfj~ ty 

®~~-,_ 



must be paid on or before: (1) the cxpinlion oflbc primary ~rm. (2) 60 days~ the Lessee c:easc:s to produu oil or cas from the leased premises, or (3) 60 days 
~Lessee ccmpl~ a drillin& oc ~, opcn.tioa in xccrtbncc with the lease provi.sioa:s; whl~c:ver date is latest. Such payment shall be made ooe-hal!(l/2 
10 the C~mmissioner of the Gcncn.l l.md Office and ooc-half(l/2) to the owner of the soil It the shut-in oil or~ royalty is paid. the lease shall be CCII.Sidcred to~ 
• producUI& lease and the payment shall extend the tcTm of the lease for a period of one ye:~~ from the end of !be prunary tam. or from the first day of the month . 
followin& the month in wbic:h production c:eased. md. after that, if no suitable production f.ac:ilities or suitable market for the oil or ps exists, Lcuec may extend the · 
lease for four more suc:us.sive periods of one (1) yar by payinc the same amount each year oo or beti:lR lbc expiration of exh shut-in year. 

15. COMPENSATORY ROYALTIES. U: durin& the period the lease is kept in e1I"cct by payment of the shut-in oil or ps roya.lty, oil or psis sold and 
delivered in payia, quantities from a .._n located withill one thousand (1,000) f=t of !be leased pn::m.isc:s md ccmplett:d in !be same produeinc reservoir, or ill my . . 
case in whi~ dninare is oc:cunin&. !be ri~ to continue to maintaill the lease by~' tbe shut-in oil~ ps royalty sh.a1l c::c:ue, but tbe lease shall =a.ia cffi:~- · . 
for the remainder oftbc yev for wllic:.!1 !be royalty 1w be= paid. The~ may ma.inta.ill !be lease foe !out more su=ive ye:= by L=ee payin& co~ · 
royalty at the royalty rate provided in tbe lc::;ue of the ID.ai"Ut value ofproduaioo from lbc well causiD& the~ orwbic!l is completl:11 in the same produc:in& 
~crvoir ;and within ooc tho=d (1 ,000) fc:t o(lbc IC35Cd premises. The ccmpens310ry royalty is ID be paid monthly, ooc-!W!(I/2) 10 the Qlaunissioner of the 
General Ulld Office and onc-IW( (112) ID the owner of !he soil, beJinninc on~ before the last day of the znonth followin& tbc month in wbic:h the oil or :as is 
produced from the well causing the dn.itta&e or that is completed in the same produeill& rcsc:voir and loc:au:d wilbin one thoa.sand (1.000) fcc1 of the l~d ~ 
If the ccmpcnsuory royalty paid iD my l:Z-month period is in m amollllt less Ibm tbc annual shut-in oil oc ps royalty, Lcs:sce slu.IJ pay m amo1111t cqu.alto the 
difference within lbirty (30) d.ays from !be cad o!the U-moatb period. Qlmpc:nsatOfy royalty paymcuts whic:h an: oot timdy paid will ac:::ue penalty and illtcn::st iD 
ac:.ordanc:c w ith P~b 9 of this lease. None of these provisioii.S will ~licvc L=e of the obliprioo o!rcasoaablc development oor :be oblip!ioo to drill offset 
wells u provided io Tc:xas Natur.ll Rcsoar=s Code 52.173; however, ll the dctc:rmina.tioa oftbc Commissioner, and with the Ccmmissjcma's written approval, !he 
p~ymcnt of C()mpc:lSatory royalties c::;m satisfy the obliptioa ID drill offs~t wells... • 

16. RETAINED ACREAGE... Notwithstanding uy provision of this !c-ue 10 the ccattary, a&r a well producing or capable of-producing oil or ga.s has 
been C()mplcted on the leased premises, Les.scc shall c:x~.se the diligccc of ;a r=sonably pnuicru opc:r.uor io drilling suc:."a addition~ "M:U or wells as may be 
r=sonably necessary for the proper development of the l=d prc:mi.ses and in marlc=ting the produ.c:ion thereon. 

(A) VERTICAL I.n the event this lease is ill !'ore: and effect two (2) y= attcr the ~ir.ltion elate of the primary or cx=dcd term it sNJI thea len!tiJwlc 
u to all or the leased premi:scs, EXCEPT (1) 40 acres surrounding ea:!l oil wen c:.3pablc of producing in ~g quantities and 320 aces StUTOuncfmg cxh ps 'oftU 
Qpable of producing in paying quantities (mc!udin& :1 shut-in oil or 13S well as provided in Pangn.ph 14 bcrect). or a well upon which Lessee is lhCl cnpged in 
continuous drilling or reworking opcr.ltioa.s, ot (2) the numbcrofxrc.s included in a producing ?DOled unitpunuant to Tc:x:asNarural Resourc:.cs Code 52.1Sl-
S2.1 SJ, or (3) suc:."a grc:uer or lesser number of= ;u may then be aiJOQ!Cd for produc:tion purposes to a proration unit for c::s.c:.'l suc:."a producing well under the rules 
and reguhuions of the Railroad Commission ofTc:xas, or uy sue-...essor agenc:y, or other govemmc:ual :wthority having jurisdiction. Ifa.t any time :lfter the effective 
date of the partial termination ;:revisions hereof; the applic::1blc :i: ld rules are c:haaged or the well or wells l=d thereon are reclassified so that less a<:rc3ge is 
thc:t1::1ftu aJioc:ucd to said well Jr wells for production pwyosc.s, :his l=e shall the:-cupon terminao: as to all .==.ge not thc:r=ftcr alloe:w:d ID said well or wells for 
production puzposc.s. Notwithsunding :he tcmtination ofthi:s le:uc l1S to J. portion ofthc lands ccv=d ~by, Lcssc: shall nevc.-·tbe!c:ss :.ontinuc ID h3ve the right of 
ingrcs.s to and egress from the lands still subject to this I= for J.ll purposes described in ~h I bet=( together with easemcnt3 and rights-of-way for cxistin: 
roads, c::cisting pipelines and other existing facilities on. over J.Dd J.Cross all the lands desc:.-·ibed in ?angnph I hereofrthe ret:t.incd lands"), for access to and from the 
retained lands and fo r the gathering or rnnsporuec n of oil, glS and other minerals produced from t:U reClined lands. 

(B) HORlZOl-11 AL In the evc.'lt thi:s lcJ.Sc is in !"orce J.Dd effect two (2) ye:lrS ilft.cr the :::r,Jir.uion daL: of the primary or =ded t= it shall ~· • 
terminate lS ID all depths !>c!ow 100 fe-...t below the to t.J.l c~c?th drilled (ben:ina&r "de=PCT depths'") in each weU loc:u.cd on J.c::nge re:aind in Paragraph 16 ~) • 
a.l:ove, unless on or before two (2) y= after the primary or :xtcldcd t1:m1 L= pa:ys an ilmOunt :qual to one-baJf (112) of the bonus of.giaally pa.id as • • • • 
consideration for thi:s lease (as specified on page I hcrcQf). lf suc:.!1ll!lount is pa.id. this le= shall be in force and effect as to suc:h deeper depths. and said : • • • • 
termination shall be delayed fo r an .uiditional period of two (2) yc:us a.ad so lone thc."""C:lftcr as o il or~ is produced in paying quantities from such deeper depU.S 
co vered by this 1=. • • • • 

• • • 
(C) IDENTIFICATION AND FILING. The surface a=ge ~tained hereunder l1S to eac!l weU shall, as ne:u-ly as prac:ie:U, be io the form of a siuare:~m 

the well loc::ued in the center thereof; or such other s..'lape as may be approved by the Commissioner of the Genaal Ulld Offic:.:.. Within thirty (30) cl3ys ~r ~ 
terr.1ination of this le:ue as provided hcre!.n.. Lessee shall o:ecut.: and m:ord a rele:ISC or re!C3Ses C()ncining a sati.sfac:ory legal desciptioo of the acrc3ge :metier 
dc:;::ths not reuined bereund~. The rec:.orecd relc:ue. or 1 ~fied c:opy of same, sh:lll be filed in the: Genc:.r.U Ulld Offic:::, a.c=panied by the filing fc: ~c:n"txd 
by lhc Gcncr.U Land Office rules ia cifect o n the c!:w: the rele:!Se is filed. I! Le:ssce fails or refusc3 to execute and rec:ord suc:!l rclc:uc: or releases within aintty t!1<1) • 
days after being requested to do so by the Gen.c:ral Ulld Offic:::, then the Commissioner 3l hu sole disc:::-ction may dcsign:ue by wriae:t ins:r--=ent the =g:•~MJr 
de;:Hhs to be released hereunder and =rei suc:."a instrument 3l Lc:ssc:'s c;(pcrue in the c:.ounty or (:()unties where the le:uc is loc::ucd and in the official reco~.pf~. 
<ft:neral Llnd Office and suc:!J designation shall be binding upon L.Gssee for all p\Ul)OSCS. • • 

17. OFFSET WELLS. Neither the bonus. delay rent.lls.. nor royalties pa.id. or ID be pa.id, under this lc:uc: shall relieve ~of his oblig3tion to proteCt 
the oil and :J.S under the abovc~escribed l311d from being dr:J.ined. Lessc:, sublc:ssc:.:. ~c.::iver or othc:r agent in C()ntrol of the leased ;1re::nises shall drill as ruany 
wells lS the fac:ts may j ustify ;and shall usc 3ppropri:ue mc3ll.S J.Dd drill to a depth o=sary to prevc:tt undue dr.lin:1ge of oil and gJ.S from the le:!Scd ~rem.iscs .. In 
addition. if o il and/or gas should be produced in C()mmcrciaJ quantities within I ,000 fec:t of the IC3Se:l ;m:miSC3, or ia any C3Sc where :he IC3Sed premr.sc.s IS bcmg 
dr:linc:d by productioo of o il or :as. the Lessee, sublessee, ~c:iver or other agent in control of the l=d premises shall in good faith begin the drilling of a well or_ 
wells upon the lc:ued pre:nises within 100 days after the draining well or wells or the well or wells c:;)mpletcd within 1,000 fe::t of the leased premises Start produc:nc 
in commercial quantities and shall prosec:ne such drilling with diligenc::. Failure to satisfy the s=ry offici obligation may subject this le:ue J.Dd the owner of the 
soil's lgenc:y rights to forfc irure. Only upon the determination of the Commissioner of the Genenl Ul1d Office J.Dd with his wrir:tcn lpprova.l may the payment of 
compensatory roy alty under applic:lble sUOJtory parame~ satisfy the obligation to drill J.D offset well or wells required under this p;u-ag:ra;:h. 

18. FORCE ~URE. If, a.."tcr a good fa.ith ~ffort. Lcssc:: is prevented from C()mplying with illiY express or implied C()vcnant of this lc=. from 
co nduc:ing drill ing oper.uions o n the le:ued premises, or from t~roduc:ng oil or gas from the lc:ued p=ises by re:uon o f war, rebellion. riots, strilccs. :u::s of C-od. 0~ 
any v31id order, rule or re5lJiation of gove:-:unent authority, the:t while so pr:vcnted. ~ce's oblig:1to n to comply with sue:!! covenant shall be suspended and L:$Se­
shJ..I l not be liable for damages for f:lilure :o c:.omply with such covc:tants; addition3lly, this le:ue shall X c:ttended while ~sse: is prevcnt.:d. by any such C31.1.5e, 
from conducting drilling and reworking operations or from producing oil or gii.S from the le:ued premises. However, nothing in this p~h shal l suspc~d the .

1 pay ment of delay re:tt.J.ls in orde r to m:lint.J..in this I elSe in c ffec: during the primary t.c:.-m in the :lbsenc:e of such drilling or reworking oper:uions or produc:JoD of oa 
or glS. 



19. WARRANTY CUUSE. The owner oftbe soil W31T3nts and :~&Tta to defend title 10 lbe l=d prcmi.se:s. lftbe owner of the soil defaults in 
payments owed on tbe leased premises. then l..eslee IJI2)' redeem tbe rights of !he owner oftbe soil in tbe lnscd pr=Usa by payinc any monpgc., ~es or otha- r 
on the leased premises. If Lessee makes payments oa behalf of tbe owner oftbe soil uadcr this parauaph, I.e= may recover the cost of the3e payments frol!l rhe r=s 
n:ntal 311d royalties due the owner of the soil · 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of tbe soil owns less thm !be entire undivided surfxe c:stU1: in the above 
dC$Crlbed land, whether or aot L..e:ss.ee's int:Tcst is specified hen: in. then the roy:altia and n:naJ bc:Teia provided 10 be paid to lbe owner of the soil shall be paid to hiua 
in the proportion which his inlctC$t bears to tbc entin: undivided nufacc csw.c and the royalties md rcaw hcrcia provided to be paid to the Cocnmis.sioacr of the 
Gcner:al Land Offic: of the State of-r:cxa.s ~I be likewise p~portioaar.cly ~duced. How:'e:r• before Lc:ssee lldjusa the royalty or. rcaaJ due to the CoDUIIis:sioncr of 
the Gcner:al Land Office. Lc:ssec or his ~tboriz:d n:prc:scnta1lve must subnllt to the Commw1o11CT of the Gcnc:ral Lmd Offic:c a wna:n .sutc:mcar which explains the 
disaepancy between the intc:n:st purponcdly l~d under this lease and the K%U&I interest owned by !be ownc:: o(tbc soil The Comntis.sioncr of the C~ Uad 
Office shall be paid the v:aluc of the whole production :allocable to any uadivided interest not covcrc:d by a lease. less the proportionar.c develoJ)fli.ClU and prodlletioa 
cost :alloc.able to such undivided interest. However. in DO event shall the Commissioner o(tbc GcncralL.and Offic:c ~ive as a royalty on the gross production 
allo=ble to the undivided interest not lased an amount less than the v:alue or one-sixtun.tb (1116) of roc.b p-oss.productioa.. 

(B) REDUCTION OF PAYMENTS. U: during tbe primal)' term. a portico oftbc Wid eovcrc:d by this lease is included within the bouncbrics 
of a pooled unit that has been approved by the School Lmd Board and the owner of the soil in accordanc: with Namn.J Rcsow-ces Code Seaions S2.151-.S2.1S4, or 
it: u any time alta the expiration of the primary tum or the extended tenn. this lease covers a lc.sa aumbcr of acn::s Ibm the total =u.a.t desaibed hm:iu. 
payme:aa dw a~-e m3ode on a per ac-e basis hcre=det shall be n:duecd accordine to the number of acres pooled. relc:ucd. .sum::ndercd. or otbc:wisc SCYcred. so that 
payments detcm1ined on a per a.= basis uad.et the 11:tms of this lease dwinc the primary term shall be alculmd b~ upon the aumbcr of acres ou.tsidc the. 
boundaries of a pooled unit. or. if &ttct the c:xpir.u:ion of the primary tum. the numbcT of aaes ac:ually ret1.iued and covered by this lease. 

21 . USE OF WATER. l..e3.see shall have lbe right to u:sc wa~r produced on said land~ for opc.-atioas under this le.ue except wuer from wells or 
tanks of the owner of the soil; provided. bowever, L.c:ss« shall not use pouble wau:r or ww:r roitable for livcstoclc or ini&:uion purposes for watcrllood operuions 
without the prior consent of !.be owner of the soil 

22. AUTHORIZED DAMAGES. l..eslee shall P3Y the owneT of the soil for damages caused by its opcnrions to ll1 personal pi"'pCC'ty, improvements, 
live:stock and crops on said land. 

23. PlPELlNE DEPTH. W'hc:l requested by the ownCT of the soiL r.ess= shall bwy its pipelines below plow dejldt. 

24. WELL LOCATION LL\.iiT. No well shall be drilled nc= than two hundred (200} fe:t to any hou.se or bam now on said pre:misa without the 
wriaen consent of the owner of the soil 

2.S. POLLUTION. In developing this azn, Lessee sh;ill use tbe highest degru of= and all proper safeguards to prevent pollution. Without limiting the 
foregoing. pollution of coa.sul wetlands. nUl.ln! wat~ rive:rs 31\d impounded W1l!CT shall be ;:~rcven~d by the use of a:mt3.inmcnt fac:lities sufficient to prevent 
spill age, seepage or ground wat'"r eoot3minarion. In the ~ent of pollution. l..eslcc shall u.se all m=n.s at io disposal to rec.:1p!\lre all CSc;lpCd hydroc:.ubons or oltlcr 
pollut.:ll'lt and sh:all be re.sponsii:lle for all dam.age to pub lie md priv3fe propen:ics. L=ee shall build and maintain fences around its slu.sh, sump, and d.r:lin3ge pits 
and tank baaeries so as to pro~ct live:stoclc ~loss, damage or injury; and upon completion or abandoruncnt of any well or wells, Lcsse: shall fill 3lld level all 
slush i~ and cellatl 3lld comple~ly cle:m up the c!rilling si~ of all rubbish thereon. Le= shaJl. while coaduc:ting oper:Wons on the lc:JSed jlrcmises, lc::p said 
p~s~<&ee of aJI rubbish. e~ bolllc.3., papcT cups or prbagc.. and upon completion of opei"3Lions shall restore the swfac: of the land to as De:lr its origin:ll 
con•dit!on :111d contours as is pr.loct.ic;Jble. Tanks and equipment will be kept painted and pn:scnublc. •••• • • • 

• • • 26. REMOVAL OF EQUIPME'IT. Subject to limiw.ions in this pa.ra.graph. Lcs.se: shall have the right to remove rn.ac;!lincry and fixtures placed by 
Less!: on the l=d premisa, includine the right to dnw and remove casing. within one hundred twenty (120) days after the expiration or the termination of this 
le~~ the owner of the soil gnna Le3se: an extension of this 120-<lay period. How~cr. Lc:sse:: may aot remove C:I.Sing from my well c::1pable of producing oil 
and~ irt paying qumtities.. Additionally, L=ssee may not dnw and re:nove casing until 31\u thir.y (30) dzys wriit:n no tic: to the Corrunis.sioner of the Genc.'"11 
~If~ and to the owner of the soil. ~e owner of the soil sh:all become the owner of any roac.;inery, !inures. or e:uing wltic.; 31"':: not timely removed by Lessee 
under ~~nns of this p~h . 

• 
• • • • 27. (A) ASSIGNMENTS. Under the conditions conuined in this paragr:~ph md PJngr.~ph 29 of this lease, the righo and es~ of either party to this 

le::l!.,~\e assigned. ia whole or in part. and the provisions of this le:ue shall extend to and be binding upon their heirs. devisce3., leg:JJ n:jlrescnw.ivC3.. succ:.:.s.sors 
md assigi¥. Howo:ver, a change or division in ownenhip of the land. rc..,uls. or royalties will aot enlarge tbe oblig:uioa.s of~ diminish the rights.. privileg~ 
anc! ~ ofLessc::. impair the effective:1ess of 311Y payment made by L:sse: or impair the effectiveness of any ac: ;:cr!ormed by ~e::. And no change or 
division in ownership of the land. renLlls. or :"Oy:Jltie.s shall bind Lesse: fo r any purpose until thirty (30) days alter the owner of the soil (or his hein, devise:.s, legli 
repre5eni.:ILives or assigns) furnishe.s the Less:: w ith satisfa.ctory written ~idence of the change io ownership, including me original re:xJrdcd muniments of title (or a 
cer.ified copy of such origin:JJ) wheo the ownc.-ship c.banged because o f01 c:onvcyanc:. A total or pattial as.signmeDL of this le:uc shall, to tbe cx~nt of the intcrc.st 
assig.ned. relieve and discharge L.c:ss« of all subsequent obligations undc this IC:I.Se. If this le:I.Se is assigned in iu c:;atircty a.s to only part of the ~C.. the right md 
option to pay rentals shaJI be apportioned as between the seven! owners raubly, according to the are3 of each, and failure by one or mon: of the:n to pay his share of 
the rental shall not Ufect this le:I.Se on the part of the land upon which pro rau rent:ll.s an: timely paid or ~ndercd; however, if the assignor or assignee does not fil e :a 
cer-Jfied copy of such :ISSignment in the General Land Office befon: the next rental paying date, the :ntin: le:I.Se shall trnninate for failure to pay the entire rental due 
under Pangr.~ph J . Every assignee shall succeed to all rights and be robject to all oblig:uioru. liabilities, and penaJtie3 owed to the St:Ue by the original lessee or lrfY 
prior J.SSignee of the le:I.Se, including any liabilities to the S t.:lt.e for unpaid roy:JJtie.s. 

(B) ASSIGNMENT UMIT A TION. Notwith.st:lnding 311Y provision in PJr.~gTJph 27(:a), if the owner of the soil acquin:.s this !case io whole or in pill1 by 
:ISS ig:unent without the prior written approval of the Commissioner of the <ftner.JJ Llnd Offic:. this lc:I.Se is void as of the time of assignment and the agency power 
of the owner may be forfeited by the Commis.sioner. An iLSsignment will be ~~d iLS if it wen: maee to the owner of the soil if the J.SSigne: is: 

(I) a 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 an employee of such a cor;x>nl1ion or subsidiary • 
(J) a partnership in which the owner of the soil is a partner or is 311 employe: of such i1 parmership; 

(4) a principal stockholder o r employee .of th~ co~or:uion which is th~ owner of the soil; IF rT&ARSTHESEA)~c:;.~~;~ 
(S) a parmeroremployee in a partnership wh1ch IS the owncrofthe so1l; ATTEST: .LJ!_ -~ _ ZL 

®~~-



(6) a fiduciary for the owner of the soil; inclu.dinr; but DOl limited to a JU&Riian, trust=, executor, administruor, receiver, or conservator !'or the 
owner of the soil; or 
\1) a bmily member of the owner of the soil or related to the owt!C' of the: soil by mmriagc., blood. or adoption. 

23. RELEASES. Unde:- the conditions contained in this patagr.Jph md P21"3.gr.lph 29, L::ss= 111.1)' at any time cx=tt md deliver to the owner or tbe soU · 
and plaee of record a relc= or rele&.SC3 covcrinr; any portion or portions of !be leased pmniscs, md thereby surrender this I= as to such portion or portions, and be 
relieved of all subsequent oblig~on.s 3S to acreage Sl.ltT'elldc:rc4. If azrt patt oftbis lease is properly~ the delay rentaJ due under this lease shall be reduc:d 
by the .proportion that the sun=dered at=3ge bc3TS to the ac:re3ge which W2S covered by this le3se immcdiaLely prior to suc!l s=ndu; boWI:Yer, such relase will 
cot rehcve Lessee of any liabilitie3 which may h3ve ac:aued under this lease prior to !be sum:Ddcr of sud! 3a'C3&e.. 

29. FILING OF A.SSIGNMENTS AND REI..EASES. If all or my pet of Ibis lease is assip!ed or released. ~ usi puncnt or release must be recorded iD 
the county whe:-e the land is situated. md the r=rded instruznc.nr. or a copy of !be ~d i.c:stnlmcnt ~ed by !be County Clcrl: of the county in which the 
instrument is =rdccl. must be filed in the Gclc:ral Land Office within 90 days of the 1.ast cxcartioa dau: accompanied by the prescribed filing fee. If any sucb 
assignment is not so tiled. the rights acquired under this lease shall be subject to forfeitur= at tbc optioo of the: CQO'IIllissiooer of the: General Land Office.. 

30. DISCLOSURE ~USE. All provi.sions pertaining to tbe lease of !be ~-dcsai'bcd land have bcc1l incluC.ed in this instrument. including the 
st:Uemc-nt oftbc ttue considcntion to be paid for the c:xceution of this lease md the ri&}tt3 md duties oftbc partia. AzJy col!a=-al a.gre:mcnts ~occ:ming the 
development of oil and :as from the lased pn:mises which are not cootliocd ill this lease render this I= invalid. 

J I. FIDUCIARY DUTY. The owne:- of the soil owes the Stue a fictuc:iary duty and must JWJy disclose my !ads a:ffec;-.ing the St:Ltc's interest in the leased 
pn:mise3. When the int.c:n:sts of the owner of tbc soil conflic:t with those of tbc Stale, tbc owner of tbc soil is obliga:rcd to put the StaLe's LniCT'c$t$ before his peTsooal 
inte=. 

32. FORFEITURE.. lfl.=e shall fail or refuse to malce the paymc:ut of any sum within thirty days aft.er it becomes due, or ifl.c:s5ce or ;m authorized 
agent should knowingly make any false rerum or false report concerning produdion Of drilling. or ifl.ascc shall fail or refuse to drill my offset well or wells in &00<1 
faith a.s required by law and the rule3 and regulations adopted by the CQmrnissioner of the General l..and Offio:, or if Lesse: should fail to file reports in the aunnc:r 
required by law or fail to comply with rules and rego.Liations promulga.tctl by the Genaa.l Land Offic.:. the School Llnd Board. or the !Uilroad Commission, or if 
Lessee should refuse the proper authority a.c:::.css to the records pc:rtain.ing to operations., or ift..:ssce or m authorized 3gen1 should knowingly fail or n:fusc 10 &ive 
c:onea iniomwion to the proper authority, or knowingly fail or refuse to fu.misb the General I....md Office a corTCc:t log of any well. or if Lessee shalllcnowin~ly 
vio late any of the material provisions of this le~ or if this lc.'lSe is :lSSigncd and the assignment is :lOt filed in the Gcn~ l.=d Office :15 required by law, the rights 
acquired under this le:ue shall be subjcc:t 10 forfeiture by !be Coaunis.sioner, and he shall forfeit same when sufficiently informed of the fa.c:ts whic!t authorize a 
forfeiiUlc., illld when forfe ited the arc::s sh.:lll J.gain be subject to le~e UDder the ICnlU of the Rclinqui.shment Act. However, co thing herein sh:lll be ctlnstructl as 
waiving the automatic termination of this lease by operation oflaw or by r=son of any spccial limio.tioo arising bCTCunder. Forfeitures may be set aside md this 
le:uc and all rights then: under reinstated before the :ights of mother intcrvetle upon satisfactory evid=ee to the Commissionc:- of the C..:nc:.-:11 Lind Office of furure 
compliance with the provisions of the law md of thi.5 leoase and the rules and re;uJations that may be adopted relative hc.:e10. 

33. UEN. In =ord:ll'lce with Texas NatUr.IJ Resourc.:s Ccxfe 52.136, the St:11.e shall have a first lien upon all oil and gas produced from the area ctlverctl 
by this lc:ISe to secure payment of :Ill unpaid royalty and other sunu of money that may become due under this lease:. By ii.CC::jlt:UIC:: of this le~ Lessee g:r:mts the 
Sute, in addition to the lien provided by Te:us Natur.1l R.csourc.:s CQde S2.1J6 a.nd a.ny other applic:lble swutory lien, an CX?= ctln.1l"::.C:U::llien on and se:llrity 
interest in all leased mincr:ll.s in and c:xtr3c-..ed from the leased premises, all proceeds which may a.c:aue to Lessee from the sale of suc:."' IC3.Sed minerals, wh~!r;!,.'t 
proceeds are held by Lessee or by a third party, and all fiXtures on a.nd improvements to the le:JSCd pre:niscs used in eonnc:c:ioa with the production or ?~lhg~( 
such le3Sed mincr:lls in ordc.r to secure the paymc:lt of 311 roy:ll tic.s or other amounts due or to be~r:::e due under this lease :1nd to scc-.Jrc payment of any ~ts'Or 
loss that Lessor may suffer l:ly n::I.Son of~e:'s br-.. =h o ( my covenant or condition of this le:lSC. whether express or implied. This lien md security intelWS% m&)t ~ 
forec losed with or without court proc..-ecfmgs in the m:mnCT provided in the Title I, Chapter 9 of the Tc:xas Business a.nd Comrncrc:: Code. Lessee agrees that th1 
CommissionCT may require Lessee to c:xe..-uo: and m::ord such instnunents as may be rc=na.bly ~ to OJ(;lcnowledgc., u:ac!'l or perfect this lien. L=~ ~y 
rei)resenu that there an:: no prior or superior liens arising from and relating to Lessee's a.ctivitia upon the above-«saibcd property or from Lessee's ~uis4ioft ~' • 
this le:J.SC. Should the CQmmissionc.T at my time dct.ennine that thi.5 represctUOILion is not ll'Uc., the:2 the Commissioner may declare this lease forfeited as prQvid~ 
herein. : • • • • 

• 34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil unccr this lease with my other le~e~old 
or m inerJJ intcr.::st for the CX?Ior:uion, development and production of o il or ga.s or either of them upon the same terms as shall be approved by the School Usn~ • 
Bo:ud llld the Commissioner of the Gener:ll Land Office for the pooling or uniti:zing of !he intcn::St of the Sute under this lease pursuant to Tcx:u NatUr.ll R~~ 
Code S2.lSI-52.1S3. The owne:- of the soil agrees that the inclusion of this provision in this lase salisfies the e:xa:utio n requirc:nents SUI.Cd in Te:us N~••• 
Resourcc.s Code Sl.l 52. • • 

3S. INDEMNITY. Lessee hereby relcase3 :ll'ld discharges the Sute ofTcxas afd the owucr of the soil, their office.~ c:.'T'Iployees., parm~. agents. 
contr.lc:ors, subcontr.'letors, gue3ts. invitees. and the ir respective suceessol:l and wigns. of and from all and any a.c:tions and c:wsa of action of every nature. or othc:r 
harm, including environmental harm. for whicb recovery of damages i.5 sought, including. but oot limited to, all losses md expc= which an:: c:wsed by the 
activities of less~ its offic::n, employee3, and agents arising out of; incidcnt.ll to, or resulting from, the operations of or for U:ssc: on the le:ued premises. . 
hereunder, or that may arise out of or be oc:asioned l:ly Lessee ·s bre:u:."' of any of the terms or provi.sions of this Agreement, or by any other negligent or smctly ha.b!e 
act or omission of Lessee. Further. Les.see hereby agrees to be liable for. exonerate, indemnify, defe:~d and hold harmless the Sw: of Texas llld the ownc:r of tbe SOil. 

their offic:l:l, c:nployee3 m d 3gents, their suc=ol:l or assigns, a.glinst a.ny and all claims, liabilities. losses, chmages, ac:ions. p~onal injwy (including del.lh), 
costs llld expenses. or o tlle: harm for which recovery of dam3ges is sought, under lilY theory inc!uding tort, conD":!Ct, or strict liability, including aa.orncys' fc:s and 
otller lepl expenses. including those rclat.c: d to c~vironrnenu.l haz.Jids, on the lelSed pre:nise3 or in m y way rellted to Lessee's fai lure to comply with any ill!d all 
env ironment.al laws; those lrising from or in my way rel:ued to Lesse: ' s oper:uions or J.nY other of Lessee's :u:tivities on the leased premises; those lrising ~m 
L:sse:'s use of the surf.lc:: of the leased pr.::nises; and those that m3y arise out of or be occasioned by L:s.see's bre3ch of lilY of the terms or provisions o~thiS . 
Agrccme:H or <lriY other OJ(;: or o misSion o f Lessee., its dir.:ctol:l, office~. employec.s, partners. agents. contr:IC".ors., subcontr.IC:cn, guests, invitees, md thetr respcc-.Jvc 
suc c.:ssors md :l.Ssigns. Each :usignc: of this Agreement, or an in terest therein. agrec.s to be liable: fer , exoner.ue, indemnify, dc:fc:1d a.nd hold harmless the St;~te of 
Tex:3S Olnd the o wner oft.he so il, their office~. e:nployees. and 3gents in the same m3Mer provided alxlvc in connection with the ac::ivities o f lessee, its offic:; 
cmployc:s. :md :>gents~ described 3.bove. E..'XCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN. ALL OF 11iE 11'-"DDL'IITY OBLIGA TIOr"" 
A..'ID\OR LIABILITIES ASSt:MED vi'iDER TilE TER.\15 OF TiiiS AGREEME.'i'I' SHALL BE WrniOtrr LD1ITS A.'i'D WITHOliT REGARD TO TY 
TII.E CAUSE OR CAt:SES TIIEREOF (EXCLt:DING PRE-EXISTING CONDmONS), STRlCf LIABILITY, OR THE NEGLIGL'ICE OF Aa'iY PAR 
OR PARTIES (JNCL UDJ]';G THE NEGLIGE:"CE O F THE L'IDDfNIFlED PARTY), WHETHER SUCH :"'EGLIGE:"CE BE SOLE, JOIJ'I, 
CONCUR.HE:-.'T, ACTIVE, OR PASSIVE. 



. 36. ENVIRONMaiT AL HAZARDS. l..Q.sce shall usc lbe highest de p-ee o£ c:are Uld all reasola.ble saf'eruatds to prnent CQnEamilwion or pollution ~ · . 
~y envll'OruncnuJ mccliwn., irleludinc soil. surfx:e wuc:s, s:roundw2ur, sediments. ~d surfac.e or subswfx:c s:trU:a. ambiat air or my~ c:uviro~ lllecfi 

0 
_ 

U1. on. or ucdu, the l~d premises, by aay waste, pollatmt, or ccnaminant. Lasee shall noc brinc or pamie to rc:mairJ on the IHKd prcnusc:s my asbestos 11111 

eonta.ininc nwui~ explosives. toxie awaia1s, or substances rezu.latcd as lw:3rdou.s wu:c, h.zz::udous ~ lta:Dnlou.s svhsur:lc:a (as lhe lam~ 
SI.Lbsan~~ is ckfined iD the ComprchensiYC Environmental Response. Compc:nntion ;and I...iability Aa (CERCLA), 42 U.S. C. Sections 960 I , et 1eq.). or lDxic 
subsanc:es Wider any £cdcnl. nzc, or IOQJ law or rqubljoa ("~u.s Mu.tri.aLs'"). exapc cmfm.ary producu ccmmooly u.scd in c:onnectioa with oil and ps 
exploration and development operations 3nd stored iD the usual = and quantities. L.ESSLl:'S VIOLATION OF TllE FOREGOING PROBlBffiON 
SHALL CONs-rrnrrE A MA TDUAL JlREACH A.'ID DEFAULT m:REUNDER A.' "I> LE.SSE.E SHALL INDE.~IFY. HOLD HAR.'rn..ESS A."(l) 
DE:F"U"'lD THE ST A Tl: OF TEX.AS A.''D THE OWNER OF THE SOU.. FROM AND AGAINsr A.'N Cl.AL\15. DA..'tUGE.S, JlJDGMENrs, PDIALTn:s., 
LIABILITIES, A.'ID COSTS (INO.UDING R.EA.SONA3LE ATTOR.'I~ il:ES A.'ID COURT COSTS) CAUSED BY OR ARlSlNC Our OF (I) A 
VIOLATION OF THE FOREGOING PROHJBmON OR (II) THE PRESL'ICE. R..ELEASE. OR DISPOSAL OF A.'N HAZARDOUS MA"'DUAt.s ON. 
tiNDER., OR ABOtrrTHE l.EA.SD> PRE.'\flSES DURING LE.SSD:'S OCCUP.A.'ICY OR CONTROL OF THE LEASED PRL'tUSES. LESsEE SHAu. 
CLEAN UP, RE.'r10VL. RE.'riEDY A.'"D RU AIR A. 'N SOU.. OR GROUND WATER CONI"A.'rllNA TION A..'ID DA..'tUGE CAUSED BY THE 
PRESE:"lCE OR RELEA.SL OF A..'IY IUZARDOUS MA TDUALS IN, ON, UNDER. OR ABOUT THE LEASED PRDOSES DURlNG LE.SsE.E"S 
OCCUPANCY OF THE L.E.A.SED l'RDCSES IN CONFOR.''tfANCE WTI1f THE REQt;nu:.~ OF APPUCABLE LAW. THIS 
INDE."rfMFFCA TION A..'ID A.SSUMPTION SHALL APPLY, Bur IS NOT LIM1TED TO, LIABILITY FOR RESPONSE ACTIONS UNDERT AlCE:'f 
PUllSUANT TO Cl:RCLA OR A.'IY 0TI1ER &'llVIRONML'ITAL U W OR REGUlATION. LESSEE SHALL l?tOIEDlATI:L Y GIVE THE STATE OF 
T'EXA.SANDTIIE OWNER OFTB:ESOU.. WlUJ"I'E'(NOTICE Of ANY BREACH ORSlJSPECTED BREACH OF THIS PARAGRAPH. UPON 
LEAR.'IING OF THE PRESL'ICE OF ANY HAZARDOUS MATERLU.S. OR UPON RECDVING A NOTIO: FROM A.'N GOVE&~1AL · 
AGENCY P£RT.A.INING TO HAZARDOUS M.ATE.RULS WHICH ~y A.FFEcrTHE LE.ASE.D PRE.'r!ISES. THE OBUGATIONS OF LEssi.E 
HE.REUNDER SH.U.L StiRVIVE THE EXPIRATION OR £AlUlE.R TER.'rllNA TION. FOR A.'IY REASON, Of THIS AGR.E.OfLVI'. 

37. APPUCABLE LAW. This lease is issued wdcr lhe provUions ofTc:::as Nuunl R.eso= Code S2..17Ilhroucb 52..190. c::ommoaly kno~ u the 
~linquisbrnentAct. ;and other appliablc: suan.e:s md mlaldmena tbc:mo, and if any provision in this lc::zsc: docs DOC ccofonn tD these SU%lltes. the: na:uta will 
prevail over my ooncaaformiD1 le:;uc provisioas.. 

33. EXECUT10N. This oil :md ps tc::LSC must be: sicned md xk::owledged by lbc l..Q.sce before il is filed o(rccord in the c::ounty =rds and ill the 
Gc:ner.U L3nd Office o(the Swe o(Te=s.. Oac:: the tiline rcquircmena found in P~b 39 o(this lc:ue !lzvc: bc:cn .wistied., the: e1feaive date o(this lezsc shall 
be the date found on Pa&e I. · 

39. LEASE FtL.ING. P..ll'SUallt to Clapccr 9 o(the Tc:us Business md Commc:rc: Code. this le:ue must be filed o(:-eCQrd in lbe office of the County 
Cleric in any eounty in wbiQ .111 <K my pan o( the l=ed premaes is loc::u.ed. and certified copies there1lf must be: filed in the Gend Llnd Office. This I= is not 
effective until a c:ctilied CQPY o£this l=c (wruQ is made and c::nified by the County Oeri: from bis records) is filed in the C-cer-.11 Llnd Offic: in ac:;or~c: with 
Texas Na.rur:U Resow= Code 52..1&3. Additionally, this IC3Se sluJl not be: binding upon the Swe unless it rccite5 the ac:ua.l J.lld !l"UC CQnsider.uion paid or ~remise:! 
for execution of this lc::l.Se.. The bonus due the Sw.e and lbe prescribed filing f~ shall :u;;ompany suc!l c:rtified CQpy txl the: Gc:ler:U LJ.nd Offic-e. 

••• • • • ••• 
•••• • • • •• • 
• 

•••• . . . . 
•• • 

• • 

STATE OF TEXAS 

& t<Jiihcso!Y' 
LESSEE I 
BY: Clay ,J oh nson 

TITL2 ______________________________________________________________ __ 

1-~-r~ 
DA~-------~-k~~~.~GL~---------------

STA!E OF TEXAS 

BY:~~-----~----------~~~-----~------------------------­
IndividuaJiy and as :~gent for the Sw.e ofT ow 

dea l i ng i n he r so l e a nd sepa r ate p r ope r a t 

STATE OF TEXAS 

BY:~~-------------------------------
lndividually and as :LS:nt for the State ofTc:us 

BY:.~~--~-------~~~~~--------­
lndividuaJJy and ou 33e:1t for the Sl;lt= ofTexou 

Date:: _______________________________ _ 
0~=·---------------------------------



: 

STATE OF _____________________ _ 
(CORl'OR.A TION AC"..olOWl.EDGME:m) 

COUNTY OF ____________________ __ 

BEFORE ME. the u.odcm~ authority, on this day persooally 3ppared. __________________________________ _ 

known to me to be the person wbcsc name is subsaibcd to the ro~soiD& ~ u. _____________________ or 

Given under my lwld md seal ofomc:e dUs thc. _______ .day or __________ __, 19 ____ • 

Notuy Pablic ill md !or __________________ _ 

STATE OF _____________________ __ 
(CORPORATION AClOlOWLED<:iMENT) 

COUNTY OF ___________________ _ 

BEFORE ME. the Ulldc:rsip:w:d authority, on this day personally appcal'ed•------------------------------''-----------

la!owu to me to be the pc:son wbose rta:mc is subscribed to !be fun::&OiDI instnmlcnf. zs, ____________________ _,..:oC 

';'"""-.-----:---~---:--,----::------------:,--~--,--,---~--:-:--~-aod K.lclowlcdg:d to me that he =.acd the same 
fo r the purpo$C$ md ccruidcr.uion tbc::'cin cxpre:sst:d. ill the apac:ity =d. and as the aa and dc::d o!s~d corpontio11. 

Givrn undc:r my hand md sc.;U o( office this thc. ______ day of __________ __, 19 ____ . 

57 ATE OF I EtAS 
COt.NTY OF G,_fo Y 

NoUry P'.lblic ill and for __________ _ 

••• • • • •• • 
Before me, the: undc:sip:~d 1Ut.':ority, oo this day ;>c--sonally 3ppc::Ir:d Char 1 at t"" Wa 1 k e r Fu rma o, .... 

daa 1; n g in h er s o le and seQarate grooerty : • .. • 
lclown to me to be the: i'C.-son.s whose :umes are subsc:ibed to the fo~oing instrument. and a.:.lc::lowledg:d :o me :h:u they c:x::utc:d the: same for the: ;~u:pos9,and 
c:onsice:ation therein cxp=ci 

SIATE OF ___ ~~~-~--~~---

KRISTA GAYLE QUIROZ 
NOTARY PUBLIC 

State of Texas 
Comm. Exp. 10-04-99 

~"DMDUAL AC!OIOWLEDGME'fn 

•••• • • • • •• 
• •• • • • •• • 

• 
•••• • • •••• 

• •••••• • • 

COtr.-<TY OF_(Vl~(~dt..:..::::.W-=-..::..:..__ __ _ 

Before me. the undersiped 1Ut.'loricy, on this day i'ersonally lppc:1ted. _____ ~C{~~av=-:-+-.s.JP.L...:::{)::.;Jt!...X:!~..:::::~::.!..-· ==------
known to me to be the: persons whose names are subscribed to the foregoing insttume:'lt. and acl::!owledged to me that they executed the s;une for the pUtj)OSC:S llld 
c:onsider;ltion the~in expn::ssed. 

Given under my hand and se3l ofoff}c:: this the. __ .;,.;(_:_1;,._ ___ day of 

.$!~ MONfCA MARLOWE I 
i;(.A-')*' NOTARY PUBLIC 
\v:-.~i:d State of Texas 
~~ Comm. Exp. 10-30-99 

~- . 0 4 • .. • u •• u ••••• ,~ 

~ ,19~9!_ 
7n~/Yl~ 
Nct.J.rY ?-Jl:lic in 311d for __ ...-JUL....:.~-_::::: ____ _ 



-.. • • • ••• 
•••• • • • •• • 
• 

•••• .. . . .. . 
•• • • • • • •• 
• ..... . .. ... ,. 

• •••••• • • 

EXHIBIT "A" 

ATTACHED TO Al'ID N1ADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JULY 
17, 1998, BY Al'ID BETWEE1 CHARLOTTE WALKER FURL\II.A1\I , DEALlNG IN HER SOLE A1'ID 
SEPARATE PROPERTY, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, Al'\ffi COVERING 80 

fET tvliNERAL ACRES, MORE OR LESS, ALL IN CULBERSON COUNTY, TEXAS. 

-+0. No[\.Vithstanding 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 S 1.00 per net 
mineral acre per year for Four (4) Years. Concluding a S-+.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 operat ions on said land o r 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 th~ end of the primary term hereof, whichever is the later date: and thereafter 
carry on the continuous drilljng program until all proration units have been drilled. allowing not more 
than 180 days to elapse bet\veen 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 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. Furthc.::·, the term "commencement" shall mean that point in rime 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 Commiss ion of the State of Texas. if a productive wel l. or 
the date of filing the plugging report with the commission, if a dry hole. l'orwithstanding the termination 
of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the 
right of ingress to and egress from said land sti ll subject to this lease fo r purposes described in paragraph 
1 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 oi l and gas 
produced from the retained lands. The sole liability or penalty for the failure of Lessee to drill any well or 
wells required o r 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 shal l 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 bet\veen 
subsequent wells. 
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A Ct:RTIFIED COPY 
IF IT BEARS THE SEAl. OF THE~ CLERK IY' 
ArrEST: /0- - iJo 

Carral Laad Omce 
JU!Iaqauluuur Act l.ule Form 
ReYiscd, Seplcmber 1997 ®~ot.__ 

PAID UP 
on. AND GAS LEASE 

(Give PcmaDc:nt Addn::ss) 

1. GRANI"ING CLAUSE. For md iD comidcntioo of !he amounts Sblcd below md oftbe covenants md ap-CCDC!Its to be paid, kept md paformcd by 
L== under this lease. the SWc ofTcx.zs adinc by md tJuou&h the owner oftbc soil. badly~ lc:a.scs aad lets umo Lc:ssce. fOr the sole md only PUlJ'OSC of 
prospcc:tinc md drillinc for md prod111:ing oil md ps. laying pipe lines. builamg tanks. SZIXi.Dc oil met INildinc powa- saDom. tdepbocc rmc:s md ocher~ 
th~oa, to produce, szve, talcc = o( t=rt md tnnsport s.a.id products oftbc lease, the foUowiq l.aacis situarl:d in en 1 hers on County, SQ!c 
ofT ens. 11>-wit: 

B 1 oc k 1 0 Q.!..___::P=--u=b-=lo..:i::..c=--=S'-'c::..:h=o-=o-=1=----:L=a;.;;;n:;...;d~S.:::;_:;;u;.;;;rv'--'--e.::...L.y 
Section 8 : All 
Section 9: All 
Section 16: All 
Section 17: All 

c:ontaiainr 2 , 56 0 IIC'1:S, more or less. The bonus considcr.ltion paid for th.is IC3SC is as follows: 

To~eS~ofTcx.zs: __ ~F~o~u~r~~T~h~o~u~s~a~n~d~~T~h~r~e~e~H~u~n~d-=r~e~d~~T~W~e~n~t~y __ a~n~d~N~0~/~1~0~0~---------------
Doll:u-s (S 4 I 3 2 0 • 0 0 ) 

To~eownaofthcsoil: Fou r Th8usand Three Hundred T'venty and No / 100----
DoUan (S 4 1 3 2 0 • 0 ) 

T oblbonuscoa.sic!.e:r.Woa.: Eight Thousand Six Hundred Forty and No/1 00-- -
Dollan (S 8 I 640 . 00 

Tbi topJ bonus considc:ra.tion paid n:pr=ts a bonus of • .....,.. __ ...:F'-1=-· .;:f,...;t:-y~-,.;;f;,-o:;...;;;u-=r'--..;;;a;.;.n~d;..._..;.N_o"-'-/-l_O"""TO.,.-...,-"~"---------_-_-_-__ -_-_-__ -_-_-__ -_-_ 
• • • Doll~ (S 5 4 . 0 0 ) per a..r::;"C, on l 6 0 net aces. 

• • •: • • 2. TE..'t.'vl Subject tD tbe other provisions in ~is I~ ~is lease sll3.l1 be fo r a t.crm of . F j ve ( 5) years from ~is cb.tc 
(heMn ~led •primary term) and u long theruftcr as oil and gas. or ~idler of~cm.. is~ in paying quantities from said land. 
As ~ed in this lease. the term 'produc::d iD pzyin1 quantities"= chat the receipts from the sale or otha lUthoriz::d co=ia! usc of the substanc:.:(s) co'iaed 
C¥~!4 316C o( pocket opcntiooal expenses for the six months Jut past. • • 

~se~ E~ibit "A" attached for Pd-Up Delay Rental Prov1s1ons shown as Paragraph #~ .. . --
• • 

on er~n: 
the • aruc, 
at • • • • or its su=sol3 (which shall continue u ~e depository regardless of cs in the owncnbip of 
sa.ilf talul), the amount specified bc:lo • ition, Lessc: shall pay or tcndCT 10 ~e COMMISSIONER OF TiiE GENEAL . FFICE OF THE STATE Of 
TEXAS• AT AUSTIN, TEXAS, a liJce sum on n: laid date. Payments under this par.lgl"lph shall operate as a shall cover the privilege of deferring 
thea~~nccment o( a weU for one (1) 'f'!3r from sa~ . Pa.ym~nts under this pangnpb shall be: in ~e foil · 

To the owner of the soil: ________ .=:::.-.....:::::::----:'7"'...:::::..._ __ ~-----------------
Dollars (S·--------------------.....:::!~~-------.J 

To~c S~ ofT~:: __________ ~~~----~-.....::~--~~---------------------------
Dollars (S·-------------...,..-=:.-------------"'......._:::--' 

TowRrnw=----------~~~-----------------~~~---------------------------
Dollars (5 ___ ___,-~--------------------------------J 



. 4.. . PRODUCTION ~C?YALTIES. Upon production of oil and/or ps, ~-=~to pay or C311SC to be paid one-h.alf(l/2) of the royalty 
provt~ed for Ill this lease to the Comzrus:stoner of the General L=d Office of the State ofTcx.as.. at Austin, Tens. and oae-hal£(112) ofsu~ roy~ty to the owner of 
the seal: 

(A? . OU.. Ro~ty.paya.ble on oil, which is dcfi.ned as includiaz all hydrocarbons produced in a liquid form at th~ mouth of~ well and also as all 
condensate, dLStilbtc., and other hqutd bydrocarlxms m:ov~d from oil or ps ron throuib a separatOr or other equipmc:u, as hc:n:inafter provuied., shall be 

.. 

3/16 part of the gross produetion or the marlcct value thaw' at the option of the owna of the soil or the Commissioner of the 
Gcnerall..and ~.such v~uc to be~ by I) the hlg.bcst posted price, plus prcmiwn, if my, offen:d ex paid for oil. amdcnsate, cfistillatc., ex other liquid 
hydrocarlxms, ~ely, of a like type and zravity in the ~ i1lU where produced and when nm, or 2) the hlJbc.st m.atXet price thereof" otrcmt ex paid in the 
genua.l area_ whc:re produced and wben nm, or 3) the .gross proc=ds of the sale thereo~ whicllCYU is the p-caD:r. Lcssc: agre:s that before my gas produced from the 
leased pr:mues IS sold, a.scd or prcxascd in a plant, It will be nm free of cost to the royalty owners through m ad~ua.tc oil a.nd gas scparazoc o( conventional type, or 
other equapmcnt a least as effic:ient., so th3t all liquid hydrocarbons n:c:overable from the p.s by such = will be m:ov=d. The requir=cnt that such ps be run 
through a separa.ur or othe:r equipment may be waived in writinz by the roy~ty owners apoa such tams mel conditions as they prescribe.. 

(B) NON PROCESSED GAS. Royalty on any ps (meluding flared ps), which is dcfl.ned u all hydtoea:rbons and gaseous substances oot defined 
as oil in subp~b (A) above,~ from a.ny wcU on said land (except as provided h=:in with rcsp«:t to p:s ~in a plant for the extraction of 
gasoline, liquid hy.rrocarbons or other products) shall be 3/16 · part of the zross production or the marlcet value thcnot: a.t the optioo of the 
owner of the soil or !he Commissioner of the Gc=nll..and Offi~ such value to be based on !he hi ~best maiUt price paid or offered for ps of comparable quality iu 
the ga!et3l area wtlcre produced and when nm, ot the zross price paid or offc=j to the producer, whlcbcve:r is the greater, provided that !he m.zximwn ~ b-uc 
in measuring the ps under this lease shall oot u my time cx=d 14.6.5 pounds per square inch absol=, and the staDdard base tcmper.uun: sball be sixty (60) 
de&r'=3 Fal!Rnheit. eom:ctioo to be !ll.J.dc for pressure ac.eording to Boyle's L.tw, and for spcei.fic v.rvUY according to tests made by the ~ance Method or by the 
most approved mdllod of!l:3ting being ascd by tbe industty u the time ofteStin'- . 

(C) PROCESSED GAS. Royalty on any gas pro<:ascd in a gasoline plant or other plant for the recovery of gasoline or othc:r liquid bydrocarboas 
shall be 3/1 6 part of the residue gas and the liquid hydrocarbons extrac'..cd or the marlcet value thereof; at the option of the 
owner of the soil or the Commissioner of :be Gcn~ L..and Office.. All royal tic due herein shall be based on one hundred pc=t (I 00%) of the total plant 
production of n:siduc gas attributable to p:s produced from this lease, and oo fifty percent (50%), or that percent accruing to Ussee. whic:hn<a is the ~r. of the 
total plant production ofliquid hydroe:lrbons attributable to the gas producea from this lease; provided that ifliquid hydrocarbons are recovered from gas pro=ed 
in a plant in which Less~ (or its pare:1t. subsidiary or Ufiliate) owns an interest. then the~ applie3ble to liquid hydroe.:ubons shall be fifty percent (500/o) or 
the highest pcrco:nt ac..-.-uing to a third party proc:ssing gas through such plant under a proc..-ssing agreement negotiated at :urn's length (or if there is no such third 
pany, the highest pc:cent then being sped.iied in processing agre=ents or eontrac'..s in the industry), whichever is the gre=. The respective royalties on residue p:s 
and on liquid hydroc:uboas shall be determined by I) the highest m.arltet price paid or offc:n:d for any~ (or liquid hydrocarbons) of comparable quality in the 
general are3, or 2) tile gross price paid or offered for such residue gas (or tbe weighted :rver-age gross selling price for the n:spec-.ive g:ra.cles ofl iquid hyd.roc:lrbons). 
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would hllvc been due had the gas not 
been processed. · 

(D) OTriER ?RODUCTS. Royalty on carbon black, sulphur or any other produ~ produc:..--d or manufa=d from gas (exc:.epting tiquid hydrocarbons) 
whether said gas be 'casinghead, • 'dry," or any other gas, by fractionating. burning or any other ?fll=sing shall be . 3/16 part of the 
gross production of such products., or the market value thereof, a:t the option of the owner of the soil or the Commissioner of the General Land Office, such market 
vaJuc to be determ.iucd as fOllows: I) on the basis of the highest market pric:: of eaeh product for the same month in which such product is produced, or 2) on the: 
basis of the average gross sale pric:.e of eac."' product for the same month in which such products are produced; whichever is the grc:u.er. 

5. MINIMUM ROYALTY. During any year after the expir.ltion of the primary term of Ibis lease, if this lease is mainuined !Jy production, the rovalties 
paid under this lease in no event shall be less than an amount equal to the total annual delay rr::1tal hero:in provided; oth~ then: shall be due and pay?Jtle-oo•rx 
before the last day of the month succeeding the annivenary da.te of this lease a sum equal to the total mnual rental less the amount of royalties paid during~~ • 
pre:::::ding yc:~. Ifl"::ragr:lph 3 of this lea.se docs not specify a de lay rental amount, then fo r the purposes of this paragraph, the delay rental mtount shall!¥:·~~· • 
dollar (Sl.OO) per acre:. • • • 

• 
6. ROYALTY IN KIND. Nocwithsunding any other provision in this lea.sc, a.t 3l1)' time or from time to time, the owner of the soil or the Co~lorl;r 

of the: General Land Office may, a.t the option of either, upon not less than sixty (60) days ootice to the holder of !be lease, n:qui.n: that the payment of an,-roylllies 
~c::uing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the Gener.ll L.lnd Office's right to take i'! "?l~ in 
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Lmd Offi~'s rights or Lc:ssee's obligations, whe:ber express -.mplic:d. 
under this lease. • 

•••• 
7. NO DEDUcnONS. I.=: agrees that all royalties a.ccn.aing under this lease (including those paid in kind) shal l be ~thout deduction for!!!;~ t>f 

producing, gathering. storing. sepa.ra.ting, tre3Ling, dehydrating, compressing. processing, transporting, and otherwise m:J.lcing the oil, gas and other produ<;s · 
her:::lllder rc:ady for sale or usc. ~ ~..s to eompUl.C and pay royalties on the gross value l'C"· ... dved, including any reimbur.~ements fo r severance t:IX=$ Met: • 
production related costs. 

8. PLA"'T FUEl.. AND RECYCLED GAS. No royalty shall be payable on any g:lS as may represent this lease's proportionate: share of any fuel used to . 
process gas produe..--d hereunder in any processing planL Notwithsunding any other provision of this le:ue, and subject to the written consent of the: owner ofth~ soil 
and the Commissioner q( the Gener:ll L:Jnd Office, Lcssc:o: may recycle gas fo r gas lift purposes on the le:lSc:d premises or for injection into m y oil or gas producmg 
formation underlying the leased premises lfter the liquid hydroe:ubons conuined in the gas have be:n removed; no royalties shall be payable on the re;ycled gas 
until it is produced and sold or ~d by L.:ssee in a manner which entitles the royalty owners to a royalty under this lease. 

9 . ROYALTY ? A YMENTS AND RE?ORTS. All royalties not taken in Ic: ind shall be: paid to the Commissioner of the General L.=d Offic:.e :U Austin, 
Tex:u, in the following manner: 

Plyment of royalty on production of oil and gas shall be as provided in the Nles set forth in the Tc:::c:s Register. Rules c urn:n_tly provide that royalty _on oi l ;:ue 
and must be received in the General L:Jnd Offi~ on or be fore the 5th day of the second month suc=dang the month of production, and royalty on gas as due. fth 
must be received in the Genc:r.!.l Land Office on or before the 15th day of the second month succeeding the month of production, accompanied by the afti~avlt ?. e f 
owner manager or othe • authorized ag~nt, completed in the form and manner prescribed by the General Land Office and show ing the gross amount :md dtsposatl~~ 0 

all oil .and gas produced. and the marke~ value: of the oil and gas, together with a copy of all docume nc.s, records or re ports confirming the gross production. disposauon 



• and mmet value !ncludinc gu meter readings. pipeline receipts., cas line: recc:ipu ;and other cbec.b or cnc:moraada of amount produced and ~ut into pipc.linc:s, Qn1a. 
or pools ilnd gas hnes or p.s stora&e. and any other reports or n:cords which the Gcncnl Lacd 0~ may require to verify the p-oss production. disposition and 

• marlcc:t val_ue. In all eases the :authority of a ~ or qc:nt to .a for the Le:sste bcreia mmt be filed in tbe GcDc:raJ Lm.d Offiec. Each royalty P&)'ment shall be 
acc.omparued by a checlc stub, sdlcduJc, summary or ocher rmUttanec a.dvi" sbowi.ac by the assipcd Gc:ncnll....md Office lease number the amount of royalty be' 
paid on~ lease.. liLcnec pays his ~ty oa or before thirty (30) d.ys after the royalty paymc::Jt'\ftS clue, tbc:n Ldsee ~ a penalty of S% oo the royVty at" 112& 
.$2$.~. _whachc:ver IS p-c:Uer. ~ rcya.Jty payment which is over thlny (30) days late shaJIICCl"Ue apcmlty of 10% ofth.c royalty d~ ~ $25.00 whicbc:ver is~. 
In addauoo to a penalty, royalties shall accrue interest at a rate of 12% per year; such inccn:st will bq.iD xauinc when the royalty IS siX%)' (60) days overdue. 
Affidavits and supporting doeumcnr:s which lire DOt filed when due shall incur a penalty iD m m~CGDt set by lbe Genua~ Lmd Office administrative rule 'll'hicb is 
etfec:tive on the d.ul: when the afficavits or supportinc doc:umena wc:re due. 1be Ldsee slWJ ~ 311 responsibility for payinc or c:lUSiDC royalties tD be paid as 
pn:=ibed by the due~ provided herein. hymcDt o(the delioqoc:ncy pcn.alty shall in DO wzy opcnte to proh.i'bit the Sta.t.e's riiJu of forfeiture: as provi~ by lht 
nor aa to postpOne the dare 011 which royalties wen: originally due. lbe above penalty provis:ioas shall aot apply in c:ases of tide dispU%1: as to the Swn ponioa of 
the royalty or to that ponioa of the royalty in dispuze as to fair mark:t value. • . 

10. (A) RESERVES, CONTRACfS AND OTHER RECORDS. Lessee s!W1 mnu.ally furnish the Commissioner oftbe Gc:ncnl Lmd Office with 
its best possible estimate of oil and ps rcscrves tmderlying this lease or allocable ID this le=: and shall dlmish said Com.aUssioner with copies of ;all Olntraas UDder 
which ps is sold ot processed and all subscqaent ~ md amendments to such eoaaaas witiUD tbitty (30) days a4er enteriD& inm or malting such coctncts, 
agreements or~~ Such contrxt:s md agrcancntS ~ IU:eived by tbe Geuenl I..aad Oftlc:e shall be beld in confidcDc.c by the Gc:ncnl Lmd Office liDless 
olhc::wisc authoriz:d by Less=. All odler c:omraa:s aad records pertaininc to tbe production. traas:pona.tion. sale and awb:ting of the oiJ md ps produc:c:d oa said 
premises. includinc the boob and aca:Ju.ats, n=ipts md disch.a.rges of all ~ tmla, pools, mea:n, md pipelines sb.aJJ • an times be subject to ~00 md 
cx.:un.ination by lbe Comrois3ioner of the C'Cleral l...md Otfic::; ttle Aaomey Gcncnl, the GoTCme~", or the representative of azry of~ . 

(B) PER..\fiTS, DRII...LING RECORDS. Wriaen aotice of all operadoas.PG this I= shall be submiul:d to the Commissioner of the Gcnc:nJ 
Lind Office by Lessee cw opcr.uor five (S) days before: spud dare. woclcovc:T, n::-cnay, tz:mpol"3r)' abandorunc:nt or plu1 and aband<lnmc:nt o( ury well or wells. Sucb 
written notice to the GcncnJ Land Office sh:all include copies ofR.lilro&d Commission forms fur :~pplic:ILion ID drill Copies of well tcts, Olmplc:tioo n:pons ;uad 
plugging reporu .shall be supplied to the~ L3nd Office u the time they :ll'C filed with the Tc:as R.Wroad Commission. All applications, pennia., reports or 
olhc:r filinp that ~ferc:ne: this !case or any specific wdl oa the le=:d premises md that are submiaed to the Te:us R.ailtoad Cocnmissinn or zny other go~taJ 
a&eney shall include the word "Stuc" in the title. Addition:Uiy, i.a accordance with IUilroad Commission rules., any si&na&"C on the !usc::i j)rC:mises for the purpose of 
ide.ntifyin1 wells, tanlc ba=ies or other usociatc:d improvements to the Lmd must also include the word 'Stall:. • Lessee shall svpply the Gcncnl Urld Offiu wim 
any =rds. mc:mor;anda. K-COUDU, reports, cuai.ap md Olrc:3, or other information reJa.tivc to the openlioo of the abovc-d.esaibcd prcmisc:s, which aay be 
requested by the Gcru:ra.l Land Offi~ iA add.itioa to those bc:rc:i.a expressly provided for. Lcsscc shaU b.zve m c:lc:etric:l.l md/cr ~activity survey made oa the 
bore-hole section, from the base of the surl';ace casing to the to raJ depth of well, ohll wells drilled ou the above described premis.es and shall tranSmit a true capy of 
the logo( exh survey oa each well to the Gc:ncnl L3nd Offi" within fift.ecn (IS) days zt\c:r the aW:ing ot'said survey. 

(C) PENAL TIES. Lessee shall incur a penalty wlu:nc:vcr reports. do<::wnenr:s or other materials are aot filed in the Gc:::aeral ~d Office wbc:a 
due. The penalty for !au: filing shall be set by the Gcner.U L:lnd Office ildministra:tive rule whicll is effective on the date wbeo the material..s wc:rc: due io the Gcnc:r.!.l 
L311d Office. 

II. DRY HOLE/CESSATION OF PRODl:CTION DURJNG PRIMARYTER.'-t It. dtzring the primary t.c:rm b=fand prior to discovery and production 
of oil or gas on said land. ~ should drill 1 dry hole or holes tb=n. or if during the primary tc'l!1 hereof illld after the discovery illld ac.ual production of oil or 
gas from the leased premises such produc:ion the:-:of should CC:3.SC from lll}' cause, this I= shaJlllO( t.enninaLe if on or before the c:xpir:uion of sixty (60) days from 
date of completion of said dry hole or cessation of production Lessee Olmmenc:s additional drilling or rc:workins opc:r.Wons thereon.. or pays or tendc::s the next 
31lnual delay ~ntl! in the same m:lMet as provided ia this le=:. If. durin& the last ye:u- of the primary tl:nn or within sixty (60) d:JYS prio.r thereto, a dry hole be 
completed illld abandoned, or the prodw:tion of oil or ps should = (or Jny c::1usc, L=ssee's rights shall ~main in fuJI fore: and etfect without fUrther opc:r.ations 
until the: :xpir:ation of the primary tc.-m.; and ifL=c:e h.u not =ed production in pzyiog quantities .u the expir.Won o fth.e prim:ll)' tam, Lessee may maiat:lin this 
le~ b¥.conductin~ lddition.aJ drilling or reworic:i:ng operations pursuant to P3r3gr3ph 13, using the c::cpir:ation of the primary term as the dau: of cessation of 
pre~!\ under ?3r:agr:lph 13. Sbould the first well or any subsequent well drilled on the l.bove dcsc:l'bed land be Ollll9letc:d u a shut-in oil or gas well within the: 
pri'ifl.ICrm hereot: I..essc:e may resume payment of the annual renc;U in the s.am.e cnanc.er as provided bc:rein on ot before tbe rcncll paying d3tc: following the: 
eXfJit;lior:ofsixty (60) day1 from the dare of completion of such sbut- io oil or gas well md upon the faiiiii'C to malcc su~ p3)'meot, this l=e shall ipso~ 
terminate. If J1 die c:xpir:nion of the primary term or any time thez=ftcr a shut-in oil or gas well is J()C;Itc:d on tbe !e-JSed prcmlsc:3, payments may be made m 
3ccotdance with the shut-in provisions b=t: 

•••• • • • 
• • •12. DRll.l.ING AND R.EWOR.IC.ING AT EXPIRATION OF PRIMARY l'E.\{ U: u i:be expir.uion of the primary te.'"III., ncith.cr oil nor gas is b!:ing 

prw~lf~d%Jn said land, but Lessee is then e:1gaged in drilling or reworking opc:r.uions thereon. this :cue shall remain in fore:: so !onc as operations on said •.wdl or for 
dtiltlng efrc:working o ( my additional well an: proseC'Jted in ~ faith 111d in-worlcmanlike =without iatc."TUptions touling more than sixty (60) days during 
any dhe such operoion. 3lld if they ~ult io the production of o il Jndlor i:U. so long thcreJ.ftet as oil ill\d/or gas is produc:d in p:l)'ing quantities from said land. or 
pal1'11t11r if shut-in oil or ps well royalties or compensatOry royalties is made as provided in this !c:;ue . 

••• • 
• 13. CZSSA TION. DRll.l..ING. A.~ REWORKING. It. after the expiration of the primaly term., production of oil or ps from the le:lW! premises. after 

onC: ~t~ed, should c::ase Crom ilnY c:ause. this l~e shall not tennilwc ifLcsscc commence3 additional drilling or reworiting opc:r.~tions within sixty (60) days 
after such cess:1tion, and this leue shall rc::nain in full force: md effect for so long as such opcr.uions continue in good faith and io worl::nunli.U m;!.llDer without 
interruptions to~ing mon: th3ll sixty (60) d:lys. If sue.'! drilling or rc:woricing oper.uions result in :he production of oil or gn. the lc:;ue sh:lll remain in IWI fore: md 
effect for so long as oil or gas is produ~d from the leased prc:mise.s in paying quantities or paymot of shut· in oil or gas well royalties or payment of compc:nsa10ry 
royalties is made as provided herein or a.s provided by law. If the drilling or rc:worlcing ope:r.uions ~tin the: completion of 1 well as a dry hole. the lease will not 
terminate if the L:sJe: commences additionJ.! drilling or reworking opc:nlions within sixty (60) dzys after the completion of !.he well as a dry hole, illld this le~e 
shall remain in e:fect so long u L::ssee continues drilling or rc:worlcing oper.uions in good faith and in l workmanlike m3Nler without intcn~ptions totaling mo~ 
!han sixry (60) days. Lessee shall give written no tic: to the General Llnd Offic: within thirty (30) day1 of any C:llation of production. 

14. SHtrr·rN ROYAL TIES. For purposes of this pan.gr.~ph., 'well" mell\S illlY well !bat has be:n assigned a well number by the sta1c agency llavin.g 
jurisdiction over the production of oil 3lld gas. If. a.1 lilY time after the expiration of the primary te:m of a leue that. until being shut in, was being maintained~ 
fo rce and effect, a well capable of producing oil o r gas in paying quantities is IOC3tc:d on the le:ued premises, but oil or gas is not being produced for lack ofsuauble 
production facilities or lack of 1 suitable marlc:t. then Lessee may pay as a shut· in oil or gu royalty m :unount eqll<ll to double the :1ru1ual rental provided in the 
leue, but not Jess than Sl.200 a ye:u (o r e:1ch '-"ell c3p:lble of producing oil o r gas in paying qu:111titics. lfP~h J of this l e":~.Setf~rmf · 1 delay rcncl 
Ollllount.. then fo r the pur,:~oses of this par3VJph. the del;~y ~ntal amount shall be one do!l;u (S 1.00) ;xr acre. To !IJc:~~ tB!cfilkuoo 1 ~ royalry 
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must be paid on or before: (1) the expintion oftbe primary tmn, (2) 60 days a1tc:r the Lessee ceases to produc:e oil or cas from the leased Prcm.ises. or (3) 60 days 
a&r Lc:ssce \:Qmpletcs ~ drillin& or rcworkin& opcntion in ac.corcW!u with the lease provisions; wf\ic;hevu da.tc is lucst. Sudl p~t ~I be made oac-ha.lf(ll2) 
to the C~mmissioner of the: General Lmc1 Office: and ooc:-b.alf(l/2) to the owner of the: soil If the: shut-in oil or&~ royalty is paid., the le ase ~I be CQIUidered to be 
a prod~CUll lease 111d the payment .shall c::xtcnd the tc:nn of the I= Cor a period o(ooc year from the c:nd o(tbe prunary terra. or from the first day of the month , 
followmc the month in which production cea.sc:11, md. a&:r t1w, if no Slliuble production fxilities or suiuble marlcet fur the oil or ps exists, Lcuee 11\2)' CXlCnd the 
lease for four more suc:c.cssive periods of one (I) yar by payinc the same amoWI1 cacb 'Jf:ll oa or befon: tbc c:xpintioa o( cxh shut-i.o year. 

• . 15. C::OMPEN~TORY ROYALTIES. ~ cfurin& the: period the lczsc is lc.ept in dfcc:t by ~aymcn.t of the shut-_in oil or ps royal~, oil or psis sold and . 
dehvucd 111 payu~c quaruwes from a wclllocal.cd widlio ooe thousaz~d (1,000) fcct o(tbc !used prcml.SICS md Ctlmplcu:d m tbc same producinc n:scnoit, or in any . . 
QSC in wh.ic;h dn.ioage is oc:cuzrinc. tbc richt to cooti.auc to m.ainb.izllhe lease by payinc tbc shut-in oil or ps royalty sh.a1l =ue, but the I case shall rcmaiza cfre~· · .. 
for the remainder oCtbc yt:V for which tbc ro~ty 1w been paid. The 1...c:s3C'C tuy maintain tbc lease for tour more su=ivc ye:JrS by Lessee P~& co~ · 
ro~ty _u the ~y~ty raLC provided in the Jc.sc oC tbc autkct value of production from tb.c wen ~me the: ~ or wbic:b is complc!J:d in tbe same prociuc:inc 
rcsc:rvo~r and Within ooe thous.and (1,000) f=t of the !c:tSCd pre:misc3. The compcn.s;u.ory royalty IS to be pa~d monthly, oac:-ha.lf(l/2) to tbc: Commissioner of tile 
General Land Office and one-half(l/2) to tbc owner of the soil, bqinnjnc on or be!orc tbc last d.ay oCtbc month followi.q the month i.o which tile oil or p.s is 
produced from the well causing tbc Qra.iaace or lbal is CQmpl=:d in the same producin& rc:scrvoir and Joc:arcd within ooc thoasand (1.000) feu o(thc: IC3Sed ~ 
If the compensatOry royalty paid in .-y 12-monlh period is in m amowu less t!wl the annual shur-in oil or ps royalty, Lessee shall ~ m amcnmt ~ tD the 
dilferencc wilhin thirty (30) days from tbc c:nd of the 12-moatb period. Compc::uar.ory royalty p.ymcuts which~ oot timely pajd will ac:::ue penalty md in~crest in 
accordance: w ith P~b 9 of this lease.. NoDe of these provisioiU will relieve~ of !he obliptioa oC=nablc dt:vdopmcnt nor the obliption tD drill ofl'sct 
wells u provided iD Texas Natural Rcsoun:c::s Code 52.113; however, u the ~oa oftbc Commis.sionct', 111d with the Commissioner's written app~ the 
payment of compensatory royal ties c::m sar:isCy !be obi i plio a to drill o trs~ wells.. . . 

16. RETAINED ACREAGE. Notwithswlding my prorision ofthU lease to !be CQotrary, a&:r a well producing or capable: of. producing oil or ps has 
been complctc11 on the IC3.Scd premises, Less= ~I exercise the diligence of 1 reasonably prudent opcntDr iD drilling suc:.'l ilddition.aJ well or 11n:lls as may be 
=onably nc~ for !be proper dt:velopmcnt of the lc:ued prcmisc:s md in aurlcctinc the produ.c:tion thereon. 

(A) VERTICAL. Ia the event :his lc::ISC is in force and effect twO (2) YC3rS after the cq:"in.tioa date oftbc prim.zry or c:xtcnded tenD it ~I then~ 
as to all of the: lc:a.sed prcmilc::s, .EXCEPT (1) 40 ac-es surroundin& cx!l oil11n:ll capable o( producing in paying quantities iltld 320 = surrounding eadl ps well 
Qpable of producing in paying quantities (J.JlC!uding 1 shut-ia oil or ,as well as provided in Parag:npb 14 bcrcof). or a W'CU upon which Lessee is thc:a cnpged in 
continuous drilling or reworlcing opcr.Wo ns, or (2) the number ofx;-cs included in a producing pooled unit pursuant to Texas Natural R=urc:cs Code 52.15 1-
52.153. or (3) suc:h gre:ua or lcss.cr number o(ac-cs as may then be uloc;ucd for production purposes to a pror.uion. unit for c:::u:h suc:h producing well under the rules 
and regulations of the Railroad Conuniss.ion of Texas, or 3IIY suc:-..cssor agency, or other gavermncnul authority having jurisdiction. If a.t any time after the dfca:ivc 
ci.ltc of the partial tcnni.nation provisions bcrcof; the applic:3ble field rules ar1: cbaaged or the well or wells loc:uec1 thereon :u-e rec:Jassificd so that less acreage is 
the=U\.er alloc::ued to said well or we lls for production purpoSt.S, this lczc shall tbc:rcupon te:min;u;e a.s to all ac:-=ge not th=.fter alloc:u.:d to s:Ud well or wells for 
production purpoSt.S. Notwithstanding the I.Cmlination of this lc=e as r.o ~portion of the lands CQvcred hal:by. Lessc: shall never'.helcss CQntinue to 1\zve r.he right of 
ingress to and egress from the: lands still subjca tD this lese for all purposes described in Patagr.!ph I hereof; together with casements and rights-of-way for rutin: 
roads. existing pipelines and other existing facilities on. over md =ss all the lands dc.sc . .-ibed in P~ph I hc:eof rthe n:t:l.ined lands"), fo r ac=s to and from the 
rcu,jncd lands and for the gat.icring or tt=sporution o f oil, gas and otbcr :ninc:rall produ~d from the ret:Uned lands. 

(B) HORlZONTAL. In the cvc . .-1t this le:ue is in force and effect two (2) ye:us aftct the e::cpir.l.tion date of the prim:uy or c:xtcnded t.crm it shall further 
terminate as tD all depths below 100 f~ below the total depth drilled (hereinafter "deeper depths") in e:J.c:h 11n:U locmd on 3C"C3ge n:tained in Pangnph 16 (A) 
:lbove, unless on or before two (2) y= l1tcr the primary or c:xtcndd tcrm L= pays an amount : qual to one-haU'(l/2) of the bonu.s origi.D:!..IIy paid as 
consideration fo r this lc:~Se (a.s specified on page 1 hereof). If suc:.i amount is paid., this I= shall be in force and elf= a.s to such dc:pc:T dc;~ths. and said 
termination shall be de layed for an :~dditional period of two (2) y= illld so long thcre:lfter as oil or psis produced in paying quantities from such deeper dCii'U. 
covered by this 1= • • • • • • 

(C) IDE'ITlFICATION AND FlUNG. The surfa.c: aac:~ge rel:lined hen:undu as to cac:.'l wcU sh:J..il, as nc:1rly as pr.~ctiC3.l. be in the fo rm of a sp·~lb 
the well located in the center thereof: o r sw:b other shape as may be approved by !Jie Commissioner of the General Land Office.. W ithin thirty (JO) days af'Jr paMal 
term ination of this lc:ue a.s provided herein..~ shall execute and m:ord a rele:1SC or rele:uc.s containing :1 satisfactory lcp.J desc:iptioo of the: ac:rc:1ge :mdlo~ 
depths not retained hereunder. The recorded rele:ue. or 1 c:nifie d capy of same. shall be filed in the Gcnc:r:l.! Land Offic:.:, a=omparucd by the filing f~ ~~ 
by the General LAnd Offic:e rules in effect on the c!:uc the release is filed.. l! Lessee fails or refuses to execute and retQrd sue:!! relC:lSc or relc::ISes within Din~ (~ 
days after being n:quc.stcd to do so by the Ge:t.cral Land Office, then tbc Corum~ioncr 31 his sole dis~tion m1)' design~ ~y wricr= i~c-..uncnt ~c ~ 3£1~~ 
depths 10 be relc :ued hen:undcr and =rd suc:.i ins=ent 31 ~·s expense ID the c:.ounry or CQUOOes where the I= IS to=d md 111 rr.c: officaal records ~fthc 
Gcner.U Land Offic:: md such designation sh.l.ll be binding upoo Lessee fo r Jll purposes. • 

•••• 
17. OFFSET WELLS. Neither the bonus. de!ay rentals. nor royalties paid. or to be paid. uodcr this lc:uc shall relieve ~ of his oblig:ltion to·~· 

the oil and gas under the above-described Imd from be!ng dr.line d. L~ sublc:ssu. re~iver or other agent in control o f the lc:ucd pn:mises shall drill as iWIY 
wells lS the facts may justify and shall usc :1pproprim mc:uu 3.11d drill to a depth ncc;::ssary to preve nt undue dr:tinage of oil md g:u from the lezed prem_is4~ ,at: • 
addition. if oil and/or gas should be produe:.-d in commcr;iaJ quantities within 1.000 feet of the le:1Sc:l premises, or in any c:uc when: the lc=ed premisc.s as bemg 
dr:Uned by production o f oil or gas. the Les.sce, sublessee., re~ivuor other agent in control o f the lc=cd prcmilc.s shall in good f;Uth be6in the drilling of a 'Nell or_ 
we:! Is upon the lC3.Scd premises within 100 days after the dr.lining well or 'Neils or the well or wells completed within 1,000 feet of the leased pn:miscs surt i'roducll1g 
in commen:ial qumtitics and shall prosecute such drilling with dilige:~c:. Failure to s:~tisfy the s=tory offset obligation may subject this lc:ue md the owner of the 
soil 's Jgenc:y rightS to forfei~. Only upon the de:ermiru.tion ofr.he Commissioner o(thc General l..J.nd Office and with his writte n approval may the paymc:1t of 
compensatory royalty under applic:Jblc st:I!!J!Ory panrnet.en satisfy the obligation to drill :lD offset well or wells n:quire:i under this p~;:h.. 

18. FORCE MAJEURE. l(, ~r a good fait.i ~ffort. Lessee is prevented from complying with any express or implied covenant o f this lca.sc. from 
conduc:ing drill ing oper.uions on the lc;ued premises. or fro m producing oil or gM from the lc=ed premises by re:uon ofw:1r, rebellion, riots, Strikes, x:s of C-od. 0~ 
any vJiid order. rule or re5Ulation of government 1uthoricy, then while so pr:vented. Lessee's oblig:~tion to comply with sue!'! covenant shall be suspended illld Less e. 
shall not be liable: for damages for failure to comply with such cove:unts; additionally, this lc:ue shall be extended while Lessee is prevented, by any such Clll.Se, 
from conducting drilling :IJld n:woricing operations or !rom j)roducing oil or giU !rom the lelScd premises. However, nothing in this p~h sh.J.II suspe~d the 'I 
p3yment of delay n:nt.lls in orde: to mainuin this !elSe in effect during r.he prim;u-y te:m in the abse:1c: of such drilling or r"C"..,.orJcing operations or producuoo of 0 1 

or gas. 



19. WARRANTY CLAUSE. The owner of the soil W1lmlllts and :lgl"tel to defend title IJJ the leased premises. If the owncr of the soil <kfaults in 
payments owed on_the leased premises. thea Lessee may re<kcm the ri~ of the owner of the soil in the le-ased premises by p-ayin& any morta.il&e.. WcC$ or other [i 
on the leased prem=.. lfl.esse1: mak= payments oa behalf of the owner of the soil undcr this parap11.ph,l..cslec mzy rec:ova the c:ost of these payments &ocn 0c ll:fU 

rcntiJ and ro~ti= due the owner of the soil. 

. 20. (A) PROPORTIONAn: REDUCTION CLAUSE. If the owner of the soil owns less tb.m the cntin: undivided surfx.c cstue in !be ~ve 
dc:scnbed land, whether or not Lessee's int=t is specific::d h=in. tbca the royalti= and rental herein pro'rid.ed to be paid to the owner oftbe soil sbll be paid 10 hirn 
in the proportion wbi~ his interest bc3n to the entire undivided surface eswc and lhe royalties md rcatal herein provided to be paid IJJ the Commissioncroftbe 
Gcner:U Land Office of the SUte ofTc:u.s sbll be lik&wi.se proportiona1ely reduced.. However, before L= adjusu the royally or rental due ID the Conuuissioacr ( 
the General Land Oflic:c. Lessee or his :wthorizz:d n:pn::scnt:Wve must submit to the Ccmmissiooc:r of the Gcncrll.l Ulld Office a wriaz:n sa%l::mcnt which explains~ 
djscrepmcy between the intc:r=t pu:rpon.edly l~d under !his lease a.od the M:tUa.l in.o:rc:st owned by the OWDC:r oftbc soil. The Commissioner oftbc General Ua.d 
Office shaJJ be paid the value of the whole production alloable to any undivided interest not CQvcred by a lease.. less the proportiorw.c dcvelopmcn.t and prod11Ctioa 
cost alloQble to such undivided intc:rcst.. However, in oo event sbalJ thc Comm.issiona o( chc Gcnc:n1 Uad Office rec::: ivc as a royalty on the ~ productioD 
alloable to the undivided inru=t oot I =sed a.o amount less than tbc value of one·sba=th (1/16) of suc.b pass. produc:tioa... 

(B) REDUCTION OF PAYMENTS. ~during tbe primary t=n. a portion oftbe la.nd c;oy~ by this lease is im;Ju<kd within the boun~= 
of a pooled unit that has been approved by tbe School Lmd Board and the owner of the soil in accotda.oc::e with NallUal Resources Code Scaions S2.1.Si·S2.1S4, or 
i( u :111y time Olfta the expin.tion of the primary tum or the a=ded tcnn, this IC3SC c:ovc:n a lc:ssa number of ;w:::re:s than the total :amount described hcreiD.. 
paymentS dw aR made on a per acre basis hereunder shall be ~duced ac:ording to the nwnbcr of= pooled, relc:ued. sun=dercd.. or otherwise SC'VCTCd, so tbu 
payments detc:nnined on a per acn: basis under thc tams of this lease darinc the primary term shall be cal~ based upon thc number of aaes ouui<k the. 
bound.1ries of 01 pooled unit, or, if altu the c:xpir.Liioa of the primary Lerm. the numbCT of acres aau.ally rer:ainc::d md covered by !his lease.. 

21 . USE OF WATER. L=sec shall have the right :o usc wau:r produced on said land o:cccs.sary for opcn.tions under !his IC3Se except WOUl:r &om wdls or 
tanks of the owner of the soil; provided, however, Lc:sscc shall not usc potable wuer or wucr suitable for livcstoc:lc: or irrig1tioa purposes for w.ucrtlood opc.ruions 
without the prior cocucnt of the owner of the soil 

22. AIJTHORIZED DA.\-tAGES. Lcs.se: shall Jnr the owncr of the soil for damage c:;wsed by its opcniions to all personal properly, improvcnc:nts, 
livcstodc and crops on said land. 

2J. PlPEI..INE DEP"TH. When requested by the owncr of the soil.~ shall bury its pipdin= below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled ne= th:m two bundRd (200) fc:t to any boiUe or bun now on said ;:m=is= without the 
wri a.:n consent of the owner of the soil. 

25. POLLUTION. In developing this uu, Lessee sh3ll usc the highest degree of= and 01U propa safeguards to prevent pollution. Without limiting the 
foregoing, pollution of c:oasul wetlands, natUr.ll waiCT"'Ir.r)'S. riv= 3lld impoun<kd w:ucr shall be pr.:venu:d by tbc: usc of containment f.=liries suiJiC:ent to prevent 
spill age, seepage or g:rotmd wat""T coat:uni.narion. In the ~cnt of pollution. Lcs.se1: sha.IIIUe ill me3ll.S :u its disposal to recapture 3.11 escaped hydroc:31"1Xms or other 
pollutant and shall be re:sponsioie fo r all damage to public: lllld priv:ttc properties. Lessee sh3.11 build and m.a.incin fenc= around its s lush. rump, and dr.lin:~ge pitS 
and tank baaeria so as to protect livcstoc:Jc Olg3.inst los.s, damage or injury; and upon c:omplcrion or abandonment of any well or wells. Lcs.se: shall fill 0111d level illl 
slush pits and cellars and c:omplctely c:lc:ut up the drilling siu: ofallNbbish thc:eon. Lc.ssec shall. while coaduc:ing opcr:Wons on the le:lScd premises, !ceq said 
pre:niscs free of aiiNbbish. C3I1S, boales., paper cups or prbag:, and upon c:omplctioo of opcra.tiOD.S shall r=tore the surfac: of dle land to a.s ne:~t its origi!W 
condition and contours as is prxtic:;,.ble. Tanlcs and eqwpmeot will be lc:;lt painu:d and pn::scnuble. 

26. RE.\10V AL OF EQUIPMENT. Subje.c:t to limitations in this pan.g:nph. Lesse-e shall have the right :0 remove machinery and fixtures plac:d by 
L:~"" the le35Cd premises, including the right to draw :and remove c:uing, within one hundRd twenty (120) days after the expir:uioo or the tennination ofthls 
lc::l!i ~~ the owner of the soil gr:ll\ts L=:ss« :an extension of this 12()....cby period. However, Lc:sse: may not remove cuing from my well capable of producing oil 
and ;i\i" paying quantities.. Additionally, I.=: may not dnw and remove casing until :Lftu thirty (JO) d.zys wrii1C'I ootic:: to the Commissioner of the General 
Lui~ ?'fit= :111d 10 the owner of the soil. The owner of the soil shall bec:ome the owner of any rn.ac.'linery, fi.xnJres.. or COI.Sln§ which 3I"C not timely rc:noved by L= 
under. the t.erms of this p~h. 

• • •: • W.7. (A) ASSIGNMENTS. Under the c:ooditions conuined in this p~h :and P:u:J.gr3ph 29 of this lease, the rights illld es= of either party to this 
le:ul ~y k OI.SSigncd, in whole or in part. and the provisions of this le:ue shall extend to and be binding upon the:r heirs, devisees, leg:U ~prc.scowives.. succ:essors 
:an~ ~ignl However, a change or division in ownership of the land. re:I[.:U.s, or royalti= will not c::Uarge the obligJl:ions of L:s.s.e:, dim.inish the rights., privileges 
and !scuM' of Lesse:, imp.Ur the etfec:tive!'less o f :any payment maee by ~ce or impair the etrectiYcncss of illlY act ;:Jerfonned by ~ce. And no c.'lange or 
divisi"n in owne~hip of the land. ren~. or roy3lties sh3.11 bind lessee for any purpose until thltty (J O) days after the ownc::- of the soil (or his hcin, devisc:s, legal 
rep~~vcs or iWig:ns) furnishes the Lessee with satisfJ.CtOry written evidence of the change ia ownership, including the origin.aJ rec:oreed munimots of title (or 01 

c:nifi!cfetlpy ofsuc.b original) when the ownership changed be=e of;~ c:onv~ce. A total or paztial iWignmen.t of !his le:ue shall. to the extent of the intatSt 
assij.;ii.11ieve and disch~e Lessc: of all subsequent oblig:Wons under this le:ue. If !his lease is asJigned ill its e;atirecy lS to only palt of the ~e. the right md 
option to pty rentals sh3.11 be ipportione:i a.s between the several owne!'l 1"3Ubly, ilCtording to the ~of eu:h, and f2ilure by one or more of them ID pay !tis share of 
the rental shall not affect this le:ue on the pan of the land 11p0n which pro rau rental.s are timely p.Ud or t.endc.red; however, if the ilSSig:nor or :wigne: does not file i1 

cenilied copy of such a.ssignment in the Generall.3nd Office before the nC"Xt rcnt:ll paying d.ue, the ::ntin: le:ue shall ttrrninue fo r failure to pay the entire renul due 
under PJ.r.~gr.tph 3. Every a.ssigne1: shall succeed to all rights and be subject to all oblig:uions. liabilities., and pcnalti= owed to the Swe by the original lessee or lllY 
prior JSSignee of the lclSe, including lilY liabilities to the Suu: for unp.Ud ro~tics.. 

(B) ASSIGNMENT LIMITATION. Notwithst:lnding 3t1Y provision in P~ph 27(a), if the owner of the soil JCquircs this lc:ue in whole or in P~ by 
a.ss ig:1ment without the prior wrinen approval of the Commissionc:- o f the Gcner:U Land Office. this le:uc is void a.s o f the time ofOI.SSignment and the agency power 
of the owner may be forfeited by the Commissioner. An ousignment will be trc:JU:d ou if it were made to the owner o f the soil if the ;us ign~ is : 

(I) a nominee of the owner of the soil ; 
(2) a ccrpor:uion or subsid iOI.I')' in which the owner of the soil i.s 01 principal stockholder or is an employe: of such a ~rpor:uion or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is :m employe: of such a partnership; 
(4) a princip3.1 stockholder or employee: o f the corpo ration which is the owner of the soil; 
(S) a partner or employee: in a partnc~hip wh ich is the owner of the soil; 



(6) a .fiduciary f~ the owner of the soil; includlns but DO( lilnicccl to a &'IJ&I"cci.ui,.IIUStce, executor, admini.stnlor. reecivc:r, or conscrva10r for lh 
owner of the soil; or e 
(7) a family mc:m.ba oftbc owner of the soil or n:la.tcd to tbc owner of !be soil by marrla&~ blood, or adoptiol\. 

23. REl.E.A.SES. Under the c:oncfitions conuincl in this paragnpb :110d Paragraph 29, L:::ss= !D.II)' at any time= md deliver to the owner of the soil · 
an~ place of n:cord a n:lease ~releases c:ovcrins my portion or portions of the I~ pmni.sc:s. mel thc:n:by sum:ndcr tbU le:~Se as to S1Kh portion or portioD.S, cl be 
relieved of all _subscqucnt oblisUions as to aacage ~ I! ;any part of !his lease is properly S'1ln'C%Idered, the de~ rental clue under this lease shall be r:u 
by the _proporoon that Lhc surrendered aacage be:ll'S to Lhc acn:agc which was c:ovcrcd by tbU lc3sc: immediately prior to such surrendu; however, SUCb release wil~ 
oot reheve Lcllec of any liabilities wb.ich may have acaued under this lease prior to tbc ~of such ac:ugc.. 

29. Fn.ING OF ASSIGNMENTS AND RELEASES. I! all or my pan of !his lease is assi~ ~released. such usipuncn1 or release mi.I.St be ~rcled. 
~e county ~here the land is siDJatcd. md tbe =:o«<ed instrument, or a copy of !he recorded instttzmcnt ccrtiJicd by tbc County Clcri: of the county in whic:b the Ill 

~ent ~ recorded. must be filed in tbc Gc:nc:nll.md Office wi:thin 90 d.ys of !he la.sl cxe=tioa dasc acaJmpanicd by !he prescribed filins fcc. If any SIICb 
&S.SIJlllllent LS not so .filed, !he rights acquired under this IC3SC shall be subjea tD furfcinw at tbc option of the CQmmis.sioner of !be Gcnc:nl Land Office. 

30. DtSCLOS~ CUUSE. All provisioll$ penaining to !be JQSC of the abovc-dcsc:ibcd land have bcal includ~ in this insttum.ent. including the 
statement of tbe true consJdcrUioa to be paid fur the =cutioa of this lc:JSC aDd the ripa and dutie of tbc patties.. ADy collatazl a.gx=mcnt3 coac:anins the 
~lopment of oil 010d :as froD'\ the leased prc:miscs wtUc.b are oct contained iD this lease ~ this lease innlid. 

31 . FIDUCIARY DUlY. The owner of !be soil owe3 the State a .fiduc:i2ry duty aod nmst twly disc!ose my !acts affi:etin& the St:u.e's iattn:st in the leased 
premises. Wbeo the iaterest3 of the owner of me soil con.flic:t wilh those of the Stare, tbe owner oftbc soil is obijgmd to put the State's inleT'eStS before his JIClSoca.l 
in tc::'CSt'S. 

32. FORFEITURE. If Lessee shall fail or refuse to malc.e !he pa)'TI'IC:lt of my sum within thirty days after it becomes clue, or if Lessee~ an authorized 
~e:u should_ knowingly make any false return or false n:port concerning produc::ioa ot drillias. ~ if Lcllee shall fail ~refuse to drill my offset well or wells in &OOd 
fouth as requ1red by law and lhe rule and regulations ~pted by the: <Ammissionc:r of the Gencr.al Land Ot:l'ic:::. or if Lessee should ;'a;l to file repons ia the aunner 
required by law or fail to comply with rules and re:uJations promulgated by !he General Land Offic:::. the School L3.nd Board. or the Railroad Commission., or if 
Less~ should refuse the proper aulhority ace= tD the records pertaining to operations. Of i!Lc:s:see or an authorized agent shouJd knowingly fail or refuse: to pve 
~m:ct informatioo to the proper authority, or lcn.owin&Jy fail or n:fuse to furnisb the <Jcner:ll Unci Office a com:ct lo~ of 31lY welL or if L.::ssee shalllmowin'tlY 
V1ol:ue a.ny of the material provis ions o f this leue. or if this le:ue is usigncl :llld the assig;nment i.s oot fil ed ia !he Genc:r:ll 1...1nd Office as required by law, me rights 
acquired under this lease shall be subjea to forfe iture by tbc: Commissioner, :lOci he shall forfcil s;ur.c wben sufficiently informed oftbe f:a.cu which authoriu a 
forfcilllrc, a.nd when forfeited the are3 sh3.11 3gllin be subjca tD lase under !he terms oftbc Relinqui.sbmcnt Ac:t. Ho"M:"Ver, aotlting herein shall be construecl as 
waivin~ the lUtomatic; termiaation of this IC3Sc by opcra.cion oflaw or by re3SOCI of lily spcaal limitation arising hcrc=der. Forfci= may be set aside lllcl this 
le:l.Se and all rights thereunder reinswecll>e!"orc the: :ight3 of mothe~ interVene upou satisfactory rnc!cnc= to the Comm.is.sione: of the C-encr.al Land Oflic: of future 
compliance wilh the provisions of the law and of this lase and lhc rule and regulations that mzy be adoptc11 relative hcre<.o. 

33. UEN. In ~ord:~nce with Texas Narural Resources Code S2.136. the St:ltc shall b.ave a lint lien upon all oil and gas produc=i from the are3 covered 
by this lc:~Sc to secure payment of all unpaid royalty 31ld other sums of money !haL may become due under !his lease. By acc:j)t.:IIJC: of this leze, Lessee gr.mts the 
Sutc, in addition to the lien provided by T= Natur:ll Resources CQdc 52.136 and any other 3pplic:able swutory lien, an express concnc:u311ien on and sc-:urity 
interest in all leased mincr.Us in and ~.::d from the le:ucd pn:mises. all proc=ds which may accrue tD Lessee from the sale of suc.i leased mincr.lls, whether suc.i 
proceeds are held by Lcll~ or by a third party, and all fixtures on and improvements to the l=d premises used in conne ction wi1h the produc.tion or proc::::ssing of 
such le:ISecl miner.Us in order to secure me ;r.tYIDCDt of all royalties or other :IIDOunts due or to become due under this lease mel to sec:-.m: payment of any damages or 
loss tlw Lessor may suffer by ~3.Son ofL=ee's b=i of ;my cov=t or condition of lhi.s le:JSC. whether ex-p= or :mplied. This lien md security in~ auy be 
fore:losed with or without court pro=ding3 iD the manner provided in the Tide I. Chapter 9 of the Texas Bw;incss and Commerce Code.. Lessee agTC::$ that the 
Commissioner may require Lessee to execute ;md record such in.strument3 as may be I'C3SOnably oca:ssary tD aclmowledge. art:ac . .'1 or perfect thi.s lien. Less~ T!.~.y 
n:presents that the.'"= are no prior or superior liens arisin& from and relating to Lc:s::see's aaivitie upon the ~ve«sc:ibed property or from Lessee's acquisitro•n ot 
this lease. Should the Commissioner at m y time det=ine !hat this n:prcen13rion is not true. lhc:t tbc Commissioner may declare this I= forfeited as pr&J~!t! • 
herein. • • • 

• 
34. POOLING. L:s..see is here!ly granted the: right to pool or unitize the royalty interest of the owner of !he soil under this lease with my other l~lltfl~ 

or mineral inter:st for the cxplor.u.ion., development and production of oil or gas or either of them upon the: same tcnns as shall be approved by the Schoolltmcl• • 
Board 311d the Commissioner of the Gcncnl Land Office fo r the pooling or unitizin~ of the: interest of the State under this lease pursu:mt to Tcx;u N atllt"31 ~~ 
Code 52.! 51-52.153. The owner of the: soil agrees !hal the inclusion of thi.s provision in this I= salisfic:s the cx=tion requi=cnts sta.tcd in T cxu N~ • 
Resources Code 52.152. • 

•••• 
3S. IND~. L.essee h.cre!ly ~leases and di.scharg:.s the Swc ofTc:us 3Ed !he owner of the soil. Lhcir ofli~ c.'T'Iploy=s, partners, agents_ • • • • 

contnctors, subalntnc:ors, guests, invite:s, and their rcpcctive suc::s..sors mel usigns. of md from all and any x tions and awes of action of every natur;. or other 
harm. including environmenuJ harm. for whicll recovery of d:unagc:s is sought. includins, but not limited to, all losse and expe:=:s whicll arc awed by tht• • • :• 
t~ctiY ities of lessee. its officers., employees, and 3gcnts wing out o (, incidenul to, or resulting from, the oper.u:ions of or fo r Lc:sste on the leased premises 
hereunder, or that may arise out of or be oc::asioned by Lessee's brcxh of any of the terms or provisions of this Agreement. or by any other negligent or strictly li:l.b_le 
:let or omission ofl.cllee. Further, L:::s.se: b~by agrees to be li3ble for. cxonera.tc, indemnifY, defe;1d 311d hold harmless !he Suu: of Texas and the owner of the SOli. 

their officers, e mployees and agents, tbcir suc::s..sors or J.SSigns. ag:linst my and 111 claims. liabilities, losses, d:unages, actions, p~onal injury (including de3Lh), 
costs llld expenses. or other h31lT'I for whic!'l re::overy of damages is sought. under any lheory including tort. concnc-.. or strict liability, including a.aomeys' fe :.s Jlld 
othe~ legll expe:'I.Sc:s, inc!uding those relaz.:d to environmental haurds, on the le:ISed premises or in lilY way rel:ued to Lessee's fail ure to comply with any and all 
environmental laws; those arisin~ from or in any w3y related to Lessee 's oper:llions or any other oiL::ssce's activities on the (e;ue:l pre:niscs; those :uising ~m 
~sse:'s use of the surfac:: of the le ;ue d pr::nises; and those that m;1y Jrise out of or be occ:uioned by L:sse:'s bre3c.'l o f any of the terms or provisions ofthJS . 
Agreement or any other act or o misSio n o f Lessee. it3 directors, officers, employees, parmers. agents. contr3Ct0rs, subcontnc:ors, guests., invitees. :111d their respective 
succ::ssors and :ISSigns. Each :ISSignce of this Agreement. or an inter:st therein. agrees to be liable fo r, exoner:u.e. indemniiy, defend :111d hold harmless the S!3te o( 
Tex:IS and the owne r of the soil. their offic::~ .• employees. and agents in the same m:mner provide d above in coMection with the :1dvitics oflcsse::, its office~. 
employe::.s, :111d ;1gents ;u dc.scribcd abQve. E.XCE?T A.S OTHERWISE f.X.PRESSLY LIMITED HEREIN, ALL OF THE ~"DDL'IITY OBLIGA TI0 1'iS 
A..'lD\OR LlABIUTIES ASSt.:MED v"l'iDER THE TER.'rtS OF THIS AGREEME."'"T SHALL BE WITHOUT LfMITS A.""D WITHOUT REGARD T O TY 
THE CAUSE O R CAt.:SES THEREO F (EXCLl."DJ'NG PRE-EXISTING CONDmONS), STRlCf LIABILITY, OR THE NEGLIGE.'lCE OF ,t,..'lY PAR 
O R PARTIES (J'NCLUD ING THE N E GLIGE;>;CE OF THE L"<DE~fNiflED PARTY), WHETifER SUCH :"'IEG LIGE:-.'CE BE SOLE, J OIJ"o"'T, 
CONCURRE:'IT, ACTIVE, O R PASSIVE. 



. 36. ENVIRONMENrAL HAZARDS. Lessee s!WI use the hi &}lest de~ of care and all =a.able wcp.ards to prevcntcontamizwion or pollution ~ .. 
~y cnvlll)nmcnuJ medium. includin& soil. surfxc w-uas, s;roundw21a, scd.imctu:s. and surfac.c ~ subsurfx:c SU3I:a. alllbic:lt air or ~ny other aMrotlmct!WliiC~ • 
LD.. o": ~r under, ~ leased pRmiscs. by any waste, polluunt. Ot conwninmL ~ s1WJ noc brin& or pcmUt to r=Wn on the leased premises my as~ 
conWnlllJ matcna.l.s, explosives. toxic:~ (W s:ub5unccs rezu.l;au.d ~ h.az=!oiD W2Sti::S. hzz:lrdous znaterW.s, ~ substmccs (as the tam~ 
Subst3nc:c~ is dcf111ed in the Comptdlc:nrive E.:lvironmcnal Response. Compensation and l...ia.biliJ:y Aa (CERCI..A). <42 U.S. C. Sections 9601, ct seq.). or !oxic 
substances u.ndct any !edcnl. stzc. Ot JOQJ law or rqullllloa ("~us Mar.crials"). c::lt"J)t ordiD.aty products commoaly used in c:oa:DCCtioa with oil and ps 
cxploruioa ;md development opcntions 01nd ~in the usual= 3lld qumtitics. L.ESSn'S VlOUTION OF THE FOREGOING PROHmmoN 
SHALL CONSTITUTE A MATERLU. BREACH AND DEFAULT BEREUNDERAl"iD I.E..SSD: SHALL INDE.\iNIFY, BOLD BAR."tll.ESS ..4..1.'(1) 

D £FEND THE: STATE OF TEXAS .A.'ID THE OWNER OF THE son. FROM A.'ID AGAINST ANY CLU"t1S, DAMAGES. JUDGMLVfS. PE:'f..U.TIE.s. 
LIABlLnn:.s, A."lD COS"TS (INO.UDING REASONABLE ATTOR.~ FELS A. "'a> COURT COSTS) CAUSED BY OR ARlSING Otrr OF (I) A 
VIOLATION OF THE fOREGOING PROHIBJTION OR (II) THE P.RE.SENO:. RE1.EA.SL. OR DIS?OSAL OF .A.'lY HAZARDOUS MA"l"DUAI..s ON 
UNDER. OR ABOUT THE LEASED PR!:."'tflSES DURING LE..SSEE'S OCCUP A. "iCY OR CONTROL OF THE LEASE.D PRL'\11.SES.. LESSEE SHALL • 
CLEAN UP, RE~OVl:, RE."'tU:DY A.'"D JU:PAIR .A.'f'f SOU. OR GROUND WATE:R CONI".A."tliNATION .A."in D.A.~GE CAUSED BY THE 
PRESE:'ICE OR R.El.E.A.SE OF k'f'f HAZARDOUS~ TERLU..S IN, ON, UNDER. OR ABOUT THE LEASED PRDOSES DURING l.ESSEL•s 
OCCUPANCY OF THE u:ASLD PRDQSES IN CONFOR."wf.A."''CE WTTHTHE R!:QL"'R.E.'ofi:VTS OF APPUCABl.E LAW. THIS 
INDE."rlNNFFCATION Al''ID ASSUMY!ION SHALL Al"l"LY,.BUT IS NOT L.IM1TED TO, LIA.BIUTY FOR RESPONSE AcriONS UNDERTAla:'i 
PURSUANT TO CERCU OR ANY OTIIER ENVIRONMENTAL LAW OR REGUUTION. LESSEE SHALL IM.'\-a:DIATEL Y GIVE THE Sf An: OF 
TE'U.S A."lD THE OWNER OF TH!: son. WlUl'TE:'I NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS l"ARAGRAPH. UPON 
l.E.AR.'IING OF l1:IE PRE.SENC!: OF ANY H.AZ.UU>OUS MA TERLU.S. OR UPON R!:CEIVlNG A NOTICE FROM .A.'f'f GOVER.~"TAL 
AGENCY POITAINING TO HAZARDOUS ~TERLU.S WHICH~ Y AFFECT THE LEASED PRE."tOSES. THE OBUCA TIONS OF LESStt 
HE.lU:UND£R SHALL StiRVIYE THE :£Xi> IRA TION OR EARLIER TER"tliNA TION. FOR ANY RE.AS0N. OF THIS AGlU:L'tfi:'IT. 

37. APPUCABLE LAW. This lease is issued under the provisions o(Tc:c:tS Nuunl R=urc:::s Code 52..171 throu&h 52.190. commonly lcnowu u the 
R.clinquishmClU Act, md o!h.cr ;appliable swutc:S and mlCldmcaa thc:ro:1o, md it ;any provWoa in this IC3Se does aot conform to these =tcs. the sta.tutcs ...ut 
pro:nil over my ncJnc:on!orminc IC3SC proYisioas. 

3!. EXECUTION. This oil md ps 1c:3se must be Jigncd :md xr.owlcdged by the~ bcfoR it is filed ofre=rd in tbe c:ouncy rcc:ord.s and ia th.e 
Gcncn.l l=d Offic:c of the St.111: ofTc:us.. Ouc:: the filin& m;uircmcms found ia P~h 39 of this lc:ue bYe bccl Ja.Cisfied. the effective c1:uc of this I~ Jha.ll 
be the date found on Pa&e I. · 

39. l.EA.SE FUlNG. Pursuant to Cl.apter 9 of the Tcxu Business md Comm= Cede, this IC3Se must be filed of record in the effie: of :he Cowuy 
Clerlc in any eouncy iD wllic:.!l 3.11 or any pan of the IC-l.SC'd pre:miscs is !=d. and c:crtified copies :he.-=! must be filed in the Gene:':~.! l..Jnd Offic:e. nis lc= is not 
effc:c:rive until ;a c:crtilied eopy of this l= {whio is m:ldc and c:::rtified by the County Cie..-k from !Us records) is filc:d in the Gc."lcnl Land Offic:: in a.c::ord:~~~c: with 
Tau Narur:U Rcso= Code 52.1 &J. Additionally, this !cue Jhall not be bindin' upon the Su.t.e unless it rec: i~ the ac::ual and c-ue c:onsideruion p.Ud or ~romiJe:i 

fa. =~tioo of<hO I=~ Tho >_••~ '"' <ho s~~;mi""Y w~' "'"'"'' ~PY ~ <ho Gononl Lmd Offi= 

~~fsii ~y .Tahnsan 

••• .. . . 
• •• 

• 
.... 

&Y· • 

T.ITL2 _______ ~~~~~~1 ......................... __ 

DAT2_~=--~-........L.,;;.-tp __ _ 

STATE OF TEXAS 

BY:--:-:---:-::----:-----:-:----::----::-=-----­
ladjvidual1y :md u :1gc:nt :or the Swc ofTc::us 

dealing in his sole and separate property SS 
~=----------~------

STATE OF TEXAS 

Ineivid~ly illd ~ ~:nt for the St;atc ofT= 
BY:.--:-:---:-::----:-----:-~--::----::-=-----­
IndividwJ..ly and a.s :13c:nt fo r the Sua: ofTex;u 

03t~------------------------------------- 0~=-----------------------------------

IF IT BEARS THE SEAl~ CE=~OPY 
ATTEST: ;0- ;;J(o tq'} 

UNOA 1.4c00NALD. COUmLERK dmffiT ~·{)l 'il~~ 



STATE OF __________________ ___ 
(CORPORATION AClOlOWl..EDGMENr) 

COUNTY OF __________________ __ 

BEFORE ME. the uncl=i~ au1bcrlty, cc this cby petSCIWly 3ppca:red·------------------------------------
known !Q me tD be the person whose a.amc is suh:scribc1i tD !be fo~ill& ~ as. _____________________ .or 

Given under my hand md seal of of!ic:c this tbc,_ _____ .cby of __________ ___, 19 ___ • 

Noary PubUc: ill md foe' __________ _ 

STATE OF _____________________ _ 
(CORPORATION ACXNOWl..EDGMENr) 

BEFORE ME. the uncl=iped authority, OD this cby personally appaRd ______________________________________ _ 

lc:lown to me to be tbc person whose cmx is subscn"bcd tD tbe fon:&Oill& icstnmlc:nr. as ____________________ .or 

Given under my band ;md sc:l.l of office this th: _____ clay. of __________ __. 19 __ • 

STATEOF ~~QV) 
coUNTY oF tDa Ua.':i 

Not:uy P..1blic: ill and for _________ _ _ 

Be fore me. the undersigned :1Ut!~ority, oa t!W day ~onally :tppc=:d Joe Men tgome r y Brooks ' d e a 1 i ng 
in his sole and separate prope rty 

len own !Q me to be the pcrsons whose names an: subsc:ibcd to the fo~oin& instrument. and a.c:lclowledged to me th.u :bey c:xec:-.1ted the =e for the p\Ul)OSCS and 
c:.onsiCcration t."tereill exp=d. • •• • • • 

Give under my hand and sc:l.l of office this the _ __ ~...,...:·---

e NANCY MAlONE 
Notary Public, Slate of Texas 

My Commission Expires 
~ &.17~ 09-02-01 

STATE OF~t~·~~AV~~~~~~~~~~~~~~~~~ 

flJ \) ••• 
--'++-'-~-__,.,......: ••• 

• •• 
• 

•••• • • • • •• 
• •• • • • 

(INDIVIDUAL AC!OIOWLEDGME'l'T) • • • 
• 

COl i'l"•TY OF __ ....:tll.......;._f~::;____;:....._ ________ _ 

Before me. the unde:lignc:d :tut.'lority. e n this day personally appe:tred,_ ____ ---=.C{....l::...:&J-=-+-.:J=-..;Olvtv::......!:..._...:....:::..WV'--t=...:.---=. ____ _ _ ~:~··•:• 
•••• • • •••• 

k."'own to me to be the pe r> ens whose: namc:s :tre subsc::ibe d to the foregoing instrumc::1t, and ac:k=ow lc:dgcd to me th:~t :hey c:xc:c:utcd the s:une fo r the plllj)OSCS llld 

c:.onsidc.~tion tl':e:-c:in expressed. 4 
Given under my hand ;ltld sc::l.l o f offjc:e this the ___ ~ ____ _ day o ( 

~~ MONICA MARLOWE 
f~{.j;;;~\ NOTARY PUBLIC 
~~~)ti State of Texas 
~.;9' Comm. Exp. 1 0-~99 

Noury ?-..z!: lic: in md for _ __ T--'-~---"'"--"-----



••• • • • . · ~ 
••• • • • « 
•• • 
• 

•••• • • • •• • 
•• • . . . 
• •• 
• 

,. ... . .. 
•• •• 

• •••••• • • 

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 HIS SOLE AND 
SEPARATE PROPERTY, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING 160 
NET NITNERAL 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 
minera l 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 w ithin 180 days after the completion of drilling operations being conducted on said land, or 
lands pooled therewith, at the end of the primary term hereof, whichever is the later date; and thereafter 
carry on the continuous drilling program until all proration units have been drilled, allowing not more 
than 180 days to elapse between the completion of one well and the commencement of the next 
succeeding well. Should Lessee 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 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 fi led 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 faciliti es 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. 

IF rr =· .... TU" A CERnFreo copy 
....,... • ~SEAL OF TH~ cpu~RI( 

ATTEST: /Q -p(_fp -/ti 

@~~~---
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Geatral Laad Omce 
lt&llaq~mat Act Lease Form 
Revised, Scplembu 1997. 

PAID UP 
On. AND GAS LEASE 

nus AGREEMENT is m.adc and c:nll:red ioto this_l.7_day of :Tn 1 = 19-9..2,_., bctwca !be Stat.c ofTc:as, -=tin& by aad thtou&h its 
agent. Lee Wayne Moore, Trustee for PeMl ::Moore Carter 
-------------------------·of 4QJ N Mari o pfeld 

M1 d l and T X 797Ql ~d~=t 
(Give Pcnnanc:Dl A.ddrcs:s) 

bcrcin ~fared to u the owner of the soil (wbctbcr one 01' more). and. __ ~C~J~a~¥J-:-:;L'T"-'o~b~nu...:s'"':o:"-n..._--=---:--:--~-:::-::::-------
201 W • .Wall, Sui te 800 or 
Midl2od, TX 79701 

(Give PcmaDc:nl A.ddrcs:s) 

1. GRANI"'NG CLAUSE. For and in CXlCSidentioA oftbe m10tmts stued be!ow and ofthe covenants and acreemc:na to be pajd.lcept md performed by 
Less= lmdcr this lease_ the Stale ofTc:us aamc by and throu&h the owner oftbc soil. bcrcby p2IUS. leases and lets UIUD Lc:ssc:e, b the sole and only p~ of 
prospectinc aad drill in& for and producing oil md p.s. !~inc pipe lines. building tanks, szoriDc oil md buildinc power stadoas. lltlepboae rmcs and orbcr muaares 
thcn:o11, 10 produce, szve, take C3te oC. treat ;md transport wd products oftbc lease, the foUowi.!lg lands situ2zN in cu 1 hers On County, SlUe 
ofTc:us, to-wit: • 

Block 100, Publ1c School Land Survey 
Section 8: All 
Section 9: All 
Section 16: All 
Section 17: All 

containing 2 , 5 6 0 aacs. more or less.. The bonus considcntion paid for this I= is as follows: 

• •• • • • . .. 
•••• • • • •• • 

To the Sw.e ofTexas: Two Thousand One Hund r ed Sixty and No/ 100-------------
Dollars (S 2 , 1 6a aa ) 

To the ownaoftbc: soil: Two Thousand One Hund red Sixty and No/1 00------------
Dollzn (S 2 , l 6 0 . 0 0 ) . 

T oralbonuscoosidcratioo: Four Tboq sand Th ree Hundred Twenty and Noll 00--
Doll:lrs cs 4 • 3 2 o . a a > 

The~ul bonus consideration paid represents a bonus of Fifty-four and N0/100-------------------
• ••• Dollars (S 54 . 00 )pera..r;:;c.on aa nctac:es.. 
•• • . . 
u • 2. TEiL\ol. Subject to tbc other provisions in this lease. this lcJSC slu11 be for a tc:rm of F j ye ( 5 ) years from this iU1e 

(hUci~ ~led •primary term") and as long thereafter as oil and ps, or either of them, is produced in paying qiWlritics from said land. 
As ~~&c:d in this lc:l.Se, the rem "produc:::d in p~in' quantities" mc:=.s that the n::~ ipts from the sale or other authoriud c:c=ial usc of the sub.sunce(s) CO'Yc:n:d 
a~;ci eut of pocket oper.1tion.al cxpcnsc:s Cor the six months !;LSI past. 

'*Ses.&Xhibit "A" attached f~r Pd-Up Delay ~ental _Provision as shoYD #40 . 

onorM«tc nivc:rsary dare L=e: shall pay or tender 10 the owner of the soil or to his CTCdil in 

me ____________ ~~~----------------------~------~~~~~~~--~~--~----~--~--~~~y·~ 
&I.-:-:-:--::--:------:-::-~::..-.::::--:---:-~--:----:--:-> in the ownc:r1hip of 

.Nl)~FlCE OF TiiE STATE OF 
cover th.e privilege of deferring 

To the owner of the soil: ________ :::::.."""'=-----:::::::o,.......:::::._--:-------------------
Dollan (S ____________ __,;;"":::ool::""";;,_-----' 

TotheSw.eofT~: _________________ ~~~---~~--------:-------------------------------
Dollan (S __________ --:::,.....c:::::..-----------'::......<:::""--' 

To~Rc:n~:--::------------:~~-------------------------~~~-----------------------------Dollan (S __ .....,_.,.c:::::.. _______________ -J 

In a like manner and upon like p , c.s or tendc:n annually, the commenc: mc:nl of a well may be: further deferred for succcs:s1 riods o f o ne: (I) yc:3f each during 
the primary term. All p t.s or tenders of~n!.1.l to the owner o f the soil may be made by check or sight draft of Lessee., or any a.m of this lc:35c:, and may _be 
delive~d on or the ~nul paying date. If the banlc de.signa.tc:d in this paragraph (or its succe.ssor bank) should ceJSC to a i.st, suspend b liquidall:. faJl or 
be sue by mother banlc, or for any reason fa.il or ~fuse 10 ac~pt renul, Lessee shall act be: held in defa.u.lt fo r failure 10 malce such payment.s or ers of 

tiiiUHhiny-(30} daY' ttft · · · 



· .. 
' 

. 4.. . PRODUCTION ROYALTIES. Upon production of oil and/or ea.s. Lessee aen:.cs to pay or c:ause to be paid one-half(l/2) of !he royalty 
provt~ed for LD ttu.s lease to tbc Commissioner of the General lAnd Office of the State ofTc::u.s. a~: Austin, Tens. and one-llaJf(l/2) of such royalty to the OWtlcf C 
the SOtl: 0 

(A) 0!1.. Royalty payable on oil, which is de fined u includios all hydrocatbon.s produced in a liquid form 31 the mouth of the well and We zs all 
condensate, distillate, and other liquid bydroarlxln.s rceovcnd from oil or p1 run throu!lh a sepan.tor or other equipment, as llcrcinaftu provided. shall be 

3/1 6 pet of the poss production or the lZ1arUt value thc:reo~ n tbc option of tbc own.cr of the soil or the Commissioner of the 
General Utld Office, .sueb value to be dc:tcrmincd by I) the higbc:st posted price, pi u.s pmnium. if any, otrc:rcd oc paid for oil, condensate, distillate, oc other liquid 
hydroc.arixlns, rcspcc:tivdy, of a like type md p-nity in the lcner.J.i a.ru wbcte produced and when ran. or 2) the hiibc.st market price thereof offered oc paid in tbc 
lcnc.nl am when: produced and wbc:n nm, oc 3) the voss proc:ecd.s of the sale therco~ whicllcvcr is the lf'Ca.~Cr. Lessee~ that befo11: my IU produced frotza the 
l=scd premises is sold, used or procc:sed in a plane, it will be run fra: of c::ost to the royalty ownen throup m adequate oil and gas ~r of conventional type. oc 
other cquipmc:n.t at least u efficicnl, so that all liquid hydrocarbon.s recovcnble from the ps by such means will be rceovc11:d.. The requirement that such ps be run 
through a separ.uor or other ~uipmcn.t may be waived in writin& by the raya.lty ownm upon such tz::rmS and condition.s as they prescribe. 

(B) NON PROCESSED GAS_ Royalty on any p.s ("mcludin' flared p:s}, which is defined u all bydroarbon.s and pscous sub.stan¢:s not d.efuled 
as oil in subpancrapb (A) above, produc:d from my well on said land (except as provided bcrein with respect to ps processed in a plant for the c:xtractioo o( 
psoline, liquid by~ns or o!hc:r prodw:ts) shall be 3/16 part of the voss production or the nwkt:t value thereof: at the optioa oftbc 
owner of the soil or !he Commmioncr ofttle Gc=:raJ Ulld Office, such value to be based oo the bi~c:st IJWUt price paid or offered for ps ofcompanble quality iD 
lhc ~ <=a when: pro<luc:d and when nm, or the voss price paid or otfcrcd to the prod=, whic:hcYcr is the vca=; provided tba11he maximum J)rc:SsUrc hue 
in mC3Silring the gas under thi.s lease sJWJ oot at my time exceed 14.65 pounds per square inch absoluti:.IOd tbr: standard base tempcranll1: .shall be sixty (60) 
dcgn:c.s Fahrcn.bcic, c:orT'Caion to be made for pressure 3(;COrdin' to Boyle's Law, and for specific y.rvity ~rdina to tcsts made by the Balance Method or by the 
most approved method of tc:stina be ina u.scd by the: industry n the time of tcstine- · 

(q PROCESSED GAS. Royalty on any gas processed in a gasoline plam or otha plant for the recovery of gasoline or other liquid bycfrocarbons 
sbaJI be 3/16 pan of the residue ,as and the liquid bydrocarl>on.s ~or the marl::t:t value thcn:o~ ilt ttiA: option oftbe 
owner of the soil or the Commi.ssioner of the Gencra.l Llnd Office. All royalties due bcrcin shall be based on one hundl'l:d percent (l 00%) of the total plant 
production of n:.sidue gas aaributable to gas produced from thi.s le3Sc, and on fifty p=t (.50%), or that percent aocauin& to Lessee. whichever is the gr=r, of tbc 
total plant production of liquid bydrocvbon.s amibuta.ble to the gas produced from this lease; provided tlw if liquid bydroc::arbon.s arc recov=:d from gas pr1X::S3cd 
in a plant in which U.Ucc (or its pa=u, subsidiaty or affiliate) own.s ill1 ina:..-cst. then the pc:rc:e:llt3gC applic:3ble to liquid bydro<:.lrl:on.s shall be fifty pc:n;au (SO"/o) or 
the highest pcrc::nt ac...-ruing to a third party procc:s.sing p.s through sue:~ plant under a pnx:.:ssing agr::ment acgotiab:d n :urn's length (or if there is no su~ third 
patty, the highest pc=.."'"'lt then being spceificd in proccs.sing agree:ncnts or conD"3.C".s in th.c: industry), whic:hcver is the~· The: respcc:tive royalties on I'C$idue ps 
and on liquid hydroarbon.s shall be de!A:Tm.ined by I) the highest marlc=t price paid or otrcrcd for any gas (or liquid hydroc=bon.s) of compar.lble qual icy in the 
general arc:~.. or 2) the gros.s price paid or otrc:rcd for such residue gas (or the weighted avenge gros.s selling price for the respective grades o[liquid bydroc::\t1)ons), 
whichever i.s the ~. In no cvenc, however, shall the roya.ltic.s payable: under this pan.graph be le.s.s than the royalties wltich would have been due had the gas not 
beenprocc:s.sed.. 

(D) OTHER PRODUCTS. Royalty on ~n bl~k, sulphur or :my other produe";l produced or manu.Ciu:tured from g3S (excepting liquid bydroc;ubons) 
whether said gas be "casinghead. • "dry, • or any other gu, by frac:ionat.ing. burning or lilY other pro=sing shall be . 3/1 6 PV\O£.the 
gros.s production of such products, or the market value thereot: at the option of the owner of the soil or the Commissioner of the General Utld Office, suc:~Jte; • 
value to be det.c..-ntined as follows: I) oo the basis o f the highest market pric:: of e:11:!! produa for the same month in whic:h suc:h product is produc:::d, or 2) on the 
basis of the average gro.s.s sale price of .:ac.i product for the same month in whic.i suc:h products Jre produced; whichever is the gre:u.er. • •! • • • 

• •• 
S. MINIMUM itOY ALTY. During any year after the apir.ltion of the prinury te:r.n of this IC3Se, if this IC3Se is ma.inuined by production, the royal\ic.s 

pa.id under this lease in oo event sha.ll be lc:s.s thm an amount equal to the toul annual delay rcnul b=cin provided; otherwise, thae sbzll be due and paya.Qic! Ott 8~t. 
before the last day of the month succeeding the annive~ dale of this !c.= a swn equal to the ICtal :mnual rcnt::ll lc:s.s the amount of royalties pa.id durin~e • • 
preceding ye:u. ICP:uagraph 3 ofthi.s lc:ue doc:s not specify a de lay rcnul31l'lount. then for the purposes of this paragnph. the delay rental amount shall bto~~· • 
dollar (S 1.00) pc:r aac.. • • • 

• 
6. ROYALTY IN KIND. Notwithstanding any other provision in this IC3Se, at any time or from time tc time, the owner of the soil or the Comrniui~ 

of the General Land Offic: may, at the option of either, upon not lc:s.s than sixty (60) days ootic: to the holder of the lease. requi.rc that the payment of any~~ 
Jequing to such roy3lty owner under thi.s I= be made in lcind. The owner of the soil's or the Commissioner of the Gcnet:ll Ulld Offi~·s rig.ht to !3lce its,royalty in 
kind shall not diminish or n~a!: the owua of the soil's or the Commissioner o f the Gcncn.l Lmd Offic:'s rights or L=='s obliptiou.s, whether express c¢MI'Ir. 
under this lease. 

7. NO DEDUCTIONS. ~ agrce.s th:u all royaltic.s ac:::ruing under this lease ("mc:luding those paid in kind) shall be ~thout deduction for the c:ost of 
producing. gathering, st.oriog, sej)araring. tinting. dc.iydr.uing, compressing. pi"'c:S.Sing. tr:lllSportiog. and otherwise ltl3king the oil, g.:IS and other products · 
her: under n:.3dy for sale or u.se. Lcs.sc: ~ to compu.te and pay royaltic.s on the gros.s value rcc:.::ived, including any reimbllt'5ements for SC"Yer.lnC: tlXC:S and 
production related costs. 

8. PLANT FUEL A..'ID RECYCLED GAS. No royalty shall be payable on lilY gas as may represent this le3Se's proportionate share of lilY fuel used to . 
process gas produced hereunder in any prcx::ssing pl:u1t. Norwithst.:lllding any other provision of this lea.se, and subject to the written c:on.sent of the owner ofth~ sotl 
and the Commiss ioner o f the Gcncr.!.l Land Office, Lcsse:: rruy recycle g-:u for gas lift purposes on the lea.sed premises or for injection into any oil or ga.s produc:tng 
fonn;uion underlying the IC3Sed premises J.fter the liquid hydroc:arbon.s conuined in the glS have be:n removed; no royalties shall be payable on the recycled glS 
until it is produc:d and sold or used by L:.s.se:: in a manner whic:~ c::llitles the royalty owners to :1 royalty under this le3Se. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not talcen in lcind shall be paid to the Commissioner of the Gcnerall..:llld Offic: iU Austin. 
TexlS, in the following manner. 

P1yment of royalty on production o f oil and gas shall be as provided in the rules set forth in the Texas Register. Rule.s eum:ntly provide that royalty .on oil is ~ue 
and mu.st be rec:ived in the General Land Offic: on or be!"ore the 5th day of the second month suc:c..-:ding the month of production, and royalty on za.s 15 due. 31'1 fth 
must be n:c:eived in the Gcnc:r.l.l L:llld Offic: on or before the I Sth day of the ~c:ond month suc:c::ding the month of production, ac:::ompanied by the ;Uli~av tt ~. e f 
owner, man~er or o ther authorized age;,t. completed in the fonn and manner prescribed by the Gcncr.l.l L:llld Offic: and showing the gros.s amount 311~ durstU~~ 0n 
:UI oil llld gas produc::d and the market value of the oil and gas. together with a c:opy of all docume:lts, records or reports con tinning the gros.s produc:oon. tspost 

0 



and matltct value .including gas meter readinp. pipeline n:c:cipts, ps liD~ re~ipts md other~ oc mcmormda oC amouot produced and ~ut into pipelines, ~ 
or pools and gas hnes ~ ps StoB&e. and any otha repons or r=o«ts wh.ic:h the Gencnl L.Uid Office may ~uin: to vuify lbc p-ass producuoa,. disposition and 

' marlcct v~uc. In all cues the authority of a ~Da~~.qeT « accnt to Kt !Dr the Lcsscc bcrein must be filed in tbc GcDcn.l Lmd Offioc. Eacll royalty paymcu sh&lt be 
~mparued by a c:beck stub, schedule. summary ~ ochcc remittance advice sbowiog by tbc assiCDCd Gcncnll..md Ol!icc lease number the amowu of ror-lty be" 
p&ld on each lease. llLcs:sc:e pays his royalty oa ~before lh.i.rty (30) days afta the royalty paymc:~twa due, tbocD Lcs:see owes a penalty ofS% on lbc roy.lty cw ID& 
$2$.00, whichc:vcr is greater. A roya.lty payment whicb is over thirty (30) days IMe shalt acauc a pcaatty of 10% of !he royalty due or $25.00 whichcTcr is~ 
l.n ;addition to a pc:n.alty, royalties siWI acaue interet at a rate of t:r~ per :yur, such in~~:n:st will bqin xcruing wbcn the royalty is sixry (60) days avaduc. · 
Affidavia md supporting documcna which an: not filed when due shall inc::ur a penalty in au~ set by !be Gcncnl Und Offi~ a.dmini.strative rn1c whic:b is 
etfcc:tive on the~ when the affic!Ma or supportinc documents 'NI:TC due.. The Lc:s.sc:c shall bar JIJ responsibility for payiDc « cau.siDg royalties to be paid u 
prc:saibed by the due cWa: provided ben: in.. Paymcut of the cfdioqacncy penalty shall in DO wry~ to prohibit the Swc's ri&ht o(forfciulrc as provided by ~r,y 
nor aa to postpone lbc cWa: on whicb royalties 'NI:TC ori&inaJfy due. 'The above penalty provisioas s11a1.1 oot apply in cases of tide dispu%1: as to the State's portioa of 
tbc royalty or to I!W postioa of the ro-yalty in dispua: as to flair nutX:ct value. 

10. (A) RESERVES, COmRACTS AND OTii:ER RECORDS. Lessee shall ammally furnish the Commissioner oflbc General Und Office -.with 
its best possible estimate of oil and gas rcsCTVCS ~mdcrlyinc this lease ~ alloc:able to this lc:asc aod shall furnish said Commission a with a>pic:s of 01.11 contraas IDidcr 
wbic:h psis sold oc processed and all subsc-qocnt ~ md amcndmc:Dts to sucb coalrad:S within thirty (30) days after entering Into or making SQch c:oatncts. 
agrcancnts or IIDCIIdments.. Such cnntracts and agn:czncnU when received by the GcuenJ Uad Otfia shall be bdd in con.fidcnc:e by the Gcnaa1 Uad 0~ lllllcss 
odlc:wi:sc aut.bormd by Lcsscc. All ocbcr c:oatnlaS aod I"CQlCds pcnaillin& to lbc production. tnmportatioa, sale and marla:ting of tbe oil md ps produced 011 said 
premises. including the boolcs ~ ac:alWits, receipts md ~ of all wells, tanlcs, pools, IDdl:n, md pipcliDcs shall • aD times be snbjcc:t fO inspectioa and 
cxamirw.ion by the Commissioner of tbc Gcncnl Land Office, the AnDmcy Gcncnl., lhc GoTCmCr, oc lbc reprcsc:n.tative of my of tbcm. • 

(B) PERMITS, DRn..LING RECORDS. Wrinc:o aodu of all operalioaspa this lease shall be submiucd to the CQmmissioncroCthe Gcncnl 
Land Office by Lessee Of' Opcn!Or five (5) days before spod date, woclcovcr, re-<nay, tz:mpor.uy abmdonment or plug and abandonment of my weU or wells. Suc:b 
wriacn oodu to the General Ulld Offic:c shall include cnpics oCR.lilroad Commission forms for JPPiiCllion ID drill Copies of well tests. i:omplction n:pons and 
pluging reports shall be supplied to tllc GcncnJ L=d Office u the time they are filed with the Texas Railroad Coaunission. All applic:ations., pcnnitl, reports or 
other filinc:s that refercnc:c this lease~ my spcc:ific: wen oa the leased premises and dul are submim:d to the Texas Railroad Commission or a:ny other rovemmcntaJ 
a&cnc:y shall include tbe W(lrd "Stuc" in the title. Adcfitionally, in :ac;(:OnWlce with Railroad Commission rules,~ signace on the leased pre:niscs for the pwposc of 
idcntif)'inc wells, tao.lc baacries or olh.c:r associated improvancnu to the ~d must also include lhc word "S12tc. • Lessee shall supply the Gc:n.cra1 Land Offic:c wUh 
any =nis. rncmormda., :ac;(:OUDU. repon:s, cuttinp md cores. or other information relative to the operation of the abovc-dc:sc::ribcd pn:m.iscs, which may be 
~ucs~d by the GcncnJ Ulld Office, iR addition to those bcrciD expressly provided Cor. Lc:ssc: .stWJ b.zve m clcdric;:ll and/or radioac:tivi:y surve-y made oa the 
bore-hole section, from the base of the surface c:asin& to the toW depth of well, ohll wells ctrillcd ou the above described premises and shall transmit a true copy of 
tllc loa of e.3dl SUIVey on each well fO the Gc:ncnJ Land Office within fii'tecn (lS) days zftcr the making of said survey. 

(C) PENAL TIES. Lc:ssce shall illc:ur a penalty whenever reports, documentS or other materials are not filed in the General ~d Office when 
due. The penalty for late filiua shall be set by the General Land Office ad:r:ninistruivc rule which is effective on the: dan: wbcn the amtc:rials were due ill the Gcncr.ll . 
Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURJNG PRIMARY TER.\L If. ctcrina the primary tam hereof and prior 1D discnvery and production 
of oil or g:u on said land, Lessee should drill1 dry hole or holes thereon, or if during the prim.1ly t::m hereof and afta the d.isc:cvery and aauaJ production of oil or 
gas .&of! the le~ed premises such production the:·eofshould =from any c::wse.. th.is l~c shall cot terminate iCon or before the expiration of sixty (60) days from 
daaC •I c:o.npletlon of said dry hole or c:cssa.tioo of produc:rion L=tc commences additional drill in' or reworking opcra.tions thc:eon. or p~ or tenders the next 
a.nnlbN'c:lay renla.l in the same maMCT as provided in this lease.. U: durini the last yc:u of the primary tcm or within sixty (60) days prior thereto, a dry hole be 
co~,~~ and abandoned, or the prodw::tion of oil or ps should c;c:u.c fo r any QUSC, Lcsscc's rig.b.ts shall remain in full for= and effect without furtha operations 
untif !he &pi ration of the primary te.:m; and if Lc:ssec has not resumed production in p~g quantities Jl the expintion of the primary tcm, Lessee may maintain this 
le= ty conductinc ;ufditionaJ drilling or rcworlcing opcntions pwsuant to P3ragr:Jpb 13, using the expiration o f the primary ~nn as the d;w: of cessation of 
P"'.~8f1 under Plr.lgr.lph 13. Should the fim well or any subsequent well drilled on tbc 3bove d=ribed land be comple~d as a shut-ill oil or gas wdJ within the 
pri~ tc:fm hcrc:ot; Lc.sscc may resume paymeot of tbc annual rcnw in the same ma.n.ncr as provided herein on or before the: reo tal paying date following the 
c-xpir.ltion_,fsiltty (60) days from the dale of completion of such shut-in oil or gas well and upon !be !'3ilurc fO make such payment, thls IC3Sc shall ipso facto 
tcmv.nata:Itll the ocpiration oftbc primaty tcm1 or any time thcrc:J.ftcr a shut-in oil or gas well is loc:3tcd oo the l~ed prcmise3, payments may be made in 
accor4anc:c with !he shut-in provisions hcr=ot: 

•••• 
• •••• "12. DRILLING AND REWORXING AT EXPlRATION OF PRL\iAR.Y TER.\L If. u tbe expiration of the primary tc.:m, neither oil nor gas is bcin& 

produ~d C¥1 said land, hut Lc:ssee is then engaged in drilling or reworking opcntions thereon. this !e:uc: shall rmuin in fore: so long :u opcn.tions on said well ~r for 
driiPI~l tf D:worl:ing of any additional well are proscc:u~d in good faith ll!d in- woricnanlike manner without intem~ptions touling more than sixty (60) days dunng · 
any one such operation, and if they result ill the production of oil and/or gas. so long thereafter as oil and/or gas is produced in paying quantities from said land. or 
payment of shut-ill oil or ,as well royalties or compensatory royalties is made :u provided in thls !c:lSc. 

13. CESSATION, DRILLING, A.'ID R.EWORK.ING. If. after the expiration of the primazy term, production of oil or~ from the leased premises, .after 
once obtained, should cease !rom any cause:.. this lC35e shall not tcnni.twt iCl.cslce commc:nc:c:s additional drilling or rcworiting opcntions within sixty (60) cbys 
after such ee.u:~tion, 2nd this !CUt shall rctTWn in full force and cffec:t for so long :u such opcr.Uions continue in good faith :and in worlcmanlike rn3110Cr without 
in terruptions totaling more than sixty (60) days. lfsuc.IJ drillin& or rcworlcina operations result in :he production of oil o r giiS. the lc:uc shall remain in full force and 
e ffect for so long as oil or gas is produced from the lc:lSed premises in paying quantities or p&ymcnt o( shut-in oil or ,:u well roy:l.lties o r payment of compesu110C)' 
royalties is made as provided herein or as provided by law. If the drilling o r reworlcing opcr:uions :-csult in the c:ompletion of 1 well as a dry hole, the lease will not 
terminalc: if the L:ss~ commences additional drilling or reworking o perations within sixty (60) ~after the completion of the well:u 1 dry hole, and this lc:3Se 
shall remain in effect so long :u Lessee continues drilling or reworking operations in good faith and in a worlc:manJilce m31Ulcr without int.c::rTUptions totaling more 
than sixty (60) cbys. Lessee shall give wriaen no tic.: to the Gcner.ll L..lnd Offi~ within thirty (JO) days of any c:cssa1ion of production. 

14. SHl.IT·fN ROYAL TIES. for purposes of this pan.graph, •well" meJnS any well thai has been assijp"led a well number by the state age:~c:y ~avin.g 
jurisdiction over the production of oil and g:u. If. a.t ~y time after the expiration of the primary tc:m of a lease that, until being shut in, was being maintamed ~ 
for~ and effect, 1 well capable of producing oil o r gas in paying q~W~titics is loc3LCd on the leJSCd ;1remiscs, but oil or g:u is not being produ~d for lack ofsuatable 
production facilities or lack of1 suitable marlcet. then Lessee may pay as a shut-in oil or gas royalty an Jrnount equal to double the annual n:ntal provided in the 
lease, but not less than S 1.100 a year Cor each well capable o f ;1roducing o il or gas in paying qu;u-atities. If P3ragr.1pl\)...,.of th~l.HS~ dOG§ fl0~~15~~1,ay rent:U 
amount. then for the purposes o f this pany-:~ph the del:~y n:nul ;unount sh:l.ll be: one dollar (S 1.00) per acre. To be ~'fl'et!tf¢c, ~5'Eh5~-<lf f~FigliBifoY:alZ, /7u 
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must be paid on or before: p~ the c:xpinlio~ of the p~ t=n, (2) 60 ~ys attcr the: Lessee ceases _trJ produce o~l or ps from the leased premises, or (3) 60 days 
after l.=e C:C~plctes a driJhn& or rewotkin& OpcnliOn ID X:COr~ With the lease pnlYisioos; wftichcver. date IS Jue:st. S~ch ~aymcnt shall be ma.dc ODC-haJf(l/2) 
to the Commw•ooc:r of the General Lmd Offiee md ooe-h.alf(l/2) to the owner of the soil Ittbc shot-in 011 or p.s roy21ty IS pau1, the lease shall be CCIUidcred 10 be 
a produc:inc lease and the payment shall c:xtmd the tmn of !he lease for a period of one ycat from !he end of the priawy tmn.. or from the first day of the rnonth . 
followinc the month in which production cased, md. afta t1w. if no suitable production Cxilities or suitable marlcet for the oil or cas aists, ~ ln2Y CX!end the · 
lease for four more suecc:s.sive periods of one (I) year by payioc the Sat1IC amowtt ea.c:h ycar on or bcfotoc the c:xpintioo of exh shut-in ye:<U. 

15. COMPENSATORY ROYALTIES. ~ durinc !he period the lC3Se is la:pt in effect by ~of the shut-in oil or gas ~ty. oil or cas is sold and 
delivuc:d in pa)'Uic quantities from a wen loc:alcd within oae tbowaod (1,000) .fi:et of !be !used premises md c:ompletcd in tbc same producin& n:scnoir, or ia my 
case in w!Uch ~ is oc:cuninc, the ri&bt to eoc.tinuc to m.aintaiD tbe lusc by payinc tbc: shl-'l·in oil or ps roy21ty shall ~ bl.'l tbe leaK s.IWJ mnaia eff.e~· 
for the remaindc:r oftbc year for which tbc royalty has bcc:D paid. The Lasee may nWnt:aill tbc !usc for four osore su=sive yc:sn by L= payinc eo~ 
royalty a: the royalty rate provided iA the leaK of the~ value ofprodua:ion from the wdJ c::w.smc the~ or which is completz:d in the s.ame producinc 
re3ervoir and within one tbousaod (1,000) feet of the le:tSCd ;nmiscs. The c:ompcnsnory royalty is trJ be paid monthly, onc·!Wf(l/2) to the Co=issioncr of the 
General Ulld Office and onc-!Wf(l/2) trJ !he owner of me soil. beti=in& on c:~ be(ore the last day of the month foUowinJ the month in wbic:h the oi1 or psis 
produced from the weU =sine !be dnina&e or dial is ccmplcud ill the- producin& reservoir md loc:aa:d wilb.izl ooc cboa.sand (1.000) feet of the lased~ 
If the COmperu.alOry royalty paid iu aay Jl-monlh period is in m 31110uat less lhm !be: mnual shal-in oil or ps royalty, l..csscc shall pay m amouat equal to the 
diirerena: within lhirty (30) days from the end of the 12-a!Otllb period. Comp=satary royalty paymcms which are DOt timely paid will -=ue pcn.alty and illtcrest iD 
aculrdana: with P~h 9 of this JQSC. Nooc ofth.c:se provisioas will ~licvc ~of the obliptioo o(n:3SOOable development DOt the obliptiooto drill offset 
wells u provided in Te::us Natun.l Reso= Code 52.173; bo~,lt the dctemUnation of the CommissioncT, and with !he Comm.is.sicnc's written approval, the 
payment of compcnntory royalties c:aD satisfy the obliptioo tD drill ot!3~ wells.. 

16. RETAINED ACREAGE. Notwithstandin& 3llY provisioa of this IC2SC to the eoll%r3r}', alta a well producing or capable of pnlducing oil or p.s has 
beea completed oo the leased premise:s., I...cssee shall exercise tbc dilize:na: of a reasonably prudent opcrlt.Or ia drillin& such acfcfjtional well or wells u may be 
reasonably neussary for !he propc:r dcTclopmcnt of the lc:ucd pn:miscs and iA markctinc the pro<luc:tion tbc:reoa. 

(A) VERTICAL. lD the event this lc:ue is iD !oree md effect two (2) yc:us alta the ~iration d.w: of the primary or c:xt=ded tmn it shall then tennirwJ: 
as to all of the l=d premises, EXCEPT (1) 40 aaa surrounding eacb oil well capable of producing in paying quantities and 320 ac:es surrouncfmg ea.c:h p:s wcU 
capable ofproducinc in paying quantities (includin& a shut-in oil or liS wcU as provided in Paragraph 14 bc:eof). or a wcll11p0n which Lessee is then cnpged in 
continuous drilling or rcworlcing opc:ration.s. or (2) the numbc:r of ac-es included in a producing pooled unit punuantto Tens Narura.l Resources Code 52.151-
52.153, or (3) suc.'t creau:r or lcssc:r number ofaaa as may then be alloc:atcd for production purposa to a proration unit for e:u:h suc:h producing well Wider the rules 
and ~gulations of the Railroad Commission ofTcxas, or ar:ry suc:-..e:ssor :J.Jenc:y, or othc:r governmc:::u.aJ :wlhority havingjurisdic:tioa. If at any time aftl:r the effective 
date of the partial tennination provisions hereof: the applicable field rules arc chanced or the :Hell or wells loc:;ucd thereon are ~=la.ssified so tha: less aaeage is 
thcn:aftu allo~ed to said well or wells for production puzpo~ this le:lSe shall thereupon tenninate as trJ all ac:-eage not ther=fter alloe:u:d to said well or wells for 
production puzposcs. Notwith.st!.adinc the tcmlination of this lc::~Se as ro ~portion of the lands covered hereby, Lesse: shall nevertheless continue ro have the right of 
in~ to and ep-ess from the lands still subject to this le=e for all purposes d="bed in Paragr.l.ph I bm:Qf; together with easements and rights-of-way fer existin; 
roads, c:xistinc pipelines and other existing facilities on. over and across all the I:LOds described in P3r.1gr.~ph I bereof("the reClined lands"), for ac=s to and from the 
reu.ined lands and for the gathering or lr.lrupOrution of oil. gu :lnd other min=Us produc:d from the ~!::lined lands. · 

••• 
(B) HORIZONTAL. In the event this leue is in fora: and effect two (2) yc:us a.ft.er the c::xpir.Won date of the primary or =ded term it shall ~rr • • 

tenninate u to all depths below 100 fe-....t below tbe total depth drilled (hcreina.&r "de:pe:r depths'? in e3Ch weU lOC:lU:d oo aange retained in Paragraph 16 (A) 
above, Wllc::s.s on or before two (2) yc:us after the primary or c:xtclded 11:m1 L=ee pays 3ll iiiDOunt :qual to one·!Wf(l/2) of the boniU originally paid as • •: • • • 
consideration for this le3Se (as specified oo page I hereof). If such iii!IOunt is paid, this le3SC shall be in fora: and effea as to suc:h deeper depths. and said • • • 
tennination shall be delayed for an 3dditional period of two (2) ye:us and so long thcrc3ft.cr as oil or g::u is produc::d in paying quantities from suc:h de cpa depth! 
c:oven:d by this 1= . • •:• • • 

• •• 
(C) IDENTIFICA TlON AND FTL.ING. The surface aaeage ~t:ained hereunder u r:o cac!l weU shall, as ne:uly as practical, be in the fonu of a sq~ ~ 

the well loc::ued in the center thereo( or such other shape as may be approved by the Commissionc:r o f the General Wt!d Office.. Within thirty (JO) days ai\ct 'attial 
terr.~ina.tion of this le:ue as provided herein. L= shall execute ltld m:ord a re!e3SC or ~leases coccining a satisfac::ory legal desc..-fptioo of the ~e md/or • 
de;Jth.s not retained hereunder. The recorded rele:uc. or a certified copy o f same. shall be filed iA the Gcner.U Land Office. accompanied by the filing fee ~lribc4 
by the General Land Office rules in effect on the 6te the ~le:J:Sc is filed. lfl.=ee fails or ~fuses :o execute and ~cord sucb rel~e or releases within oin~("Q)t • 
d3ys aft.cr being requcsted to do so by the Gcnerall..lnd Office, then the Commissioner :u his sole disc:-ction may designate by written instrument the ~· and/or 
dej:lth.s to be rele;ued hereundc:r and =rd suc:h instruroeot :u L='s expense in the county or counties wbere the le3SC is loQtc:d and in the official ~c:ord.t"t"t!¢ • 
Gcner.U Ulld Office and suc:h designation shall be binding upon Lessee for all pwposes. 

17. OFFSET WELLS. Neithc:r the bonus. delay :otals, nor royillties paid. or to be paid. under this l~e shall ~licve ~of his obligation to prote..~ 
the oil and gu under the above-described lmd from being drained. L~ sublc:ssc:c. rec:.civer or othc:r agent in conaol of the le;ued premises shall drill as many 
wells :u the facu may j ustify and shall usc appropriate mc:ms and drill to a dept.'l oec:.ess:uy to prcve:1t undue dr.linage of oil 3.1ld ga.s from the le:lSed premises. In 
additjon, if oil and/or Ja.s should be produc::d in c:ommercial quantities wilhin 1,000 feet of !he le;uc:d premises. or in any case where the l~d p~mise.s is being 
dr.Uned by produc:tioa of oil or :as. the Lessee, sublessee, ~c:iver or other qc:nt in control or the leased premises shall in good faith begin Ole drilling of a well or. 
wells upon the IC3.Sed premises within 100 da}'3 J.fter the drainjng '>lei! or wells Of' the well or wells c:omple~d within 1,000 feet of the le3Sed premiscs start producmc 
in commercial qu:ullities and shall prosec::ne such drilling with dilige:1ce. Failure to sa tisfy the starutory offset obligation mOl)' subject tiUs lease and the owner o(the 
soil's agency right.s to forfeiture. Only upon the detennin:uioc of the Commissioner of the Ge neral Land Offiee and with his writte:1 approval may the payment of 
compensatory roy:Uty under applic:3ble stanJtory panmeten sati.sfy the obligation to drill :111 offse t well or wells required under th is paragnph. 

18. FORCE MAJEURE. If, after a good fait. ... ~ffort. ~ee is ;~rev~ted from complying with any express or implied cove:1ant of this le:=, from 
conduc:ing drilling oper.u.ions on the l~ed premises, or from producing oil or g:s.s from the le:ued premises by ~:uon of war, rebellion, riots. strikes, lets of God. or 
any valid order, rule or regulation of govc:;nmc:nt authority, the:! while so pr:vc:~ted, Lessee's oblig:1tion to comply with sue:!\ covenant shall be suspended and L.=-ssc: 
sh;U I not be liable (or damages for failure to comply with such c:ove:-:ants; additionally, this le:ue shall be ex~nded while ~ssee is preve:1ted. by any suc:h C311le, 
from c onducting drilling and reworking operations or from producing oil or gas from the le:ued pre:ni.ses. However, nothing in this p~~h shall suspe~d the . 
payment of delay rentals in o rder to mainu.in this lease in effect during the primary te;m in the abse:1c:e of such drilling or ~worlcing oper.uiofiS or producuoo ofo•l 
or gas. 



19. WARRAl'ITY CUUSE. The owner of the soil w:Jrnltlts and :lgrees to defend title to~ leased prc:mi.=. If the owneT of the soil dcfa.ults in 
payments owed on the le:a.scd pn:mises. !ben L.es.see auy redeem the ri~ts of the owner of the: soil in the ~d p~ by payinc any IDOftJJ.&c:. Wtes or ocher r 
on the: le:a.scd premises. I! Lessee malces payments oo behalf of the own.c:r of the soil undeT this parq:rapb., Les.s.c: auy recover the cost of 121c:sc ~Ylllcnts frlxn rbc ~ 
rental and royalties due: the ownet" of the soil. · 

20. (A) PROPORTIONATE REDUCTION ~USE. lflbc owner oflbc soil owns less thm !be c:atirc: undividd sut!x.c: c:st:a%: iD the above 
~c::sc:ribed land, whether or ool Lc:sscc:'s intcrc:st is .specified heR in. then lbc royalties and rc:ntaJ ~in prcmdcd to be paid to the owner of !be soil .sh.all be: paid ID hizn 
m the: proportion which his intuc:st bean to lbc entire: Wldividcd surfa.ce c::n.au: and me royalties and rc:nw llcrc:iD provided to be: pl.id to the Commis:noocr oftbc: 
General Land Offia: o (the S I3Lc: ofT c:xas shaJ I be Jik.cwisc proportionately rc: duc:ed. However, be: Co rc: i...cs:scc ldjusts the royalty or rc:n tal due to the ComnUs:siooc: f 
the General Land Office, Lcssc:e or his authoriz:cd rc:prc:sc:ntative mu.st submit to the Ccmm.issioocr oflbc Gcncn1 Lmd Office a wriacn ~c:n.c which explains~ 
discrepancy between the intenst pwponcdly lc:zscd tmdc:r this lease and the a.c:tual iJuuc:st ownc.d by the: O"WDa oflbc soil The Comm.i.ssiouc:r oftbc GcDCra.l Unci 
Office: shall be paid the: value of the whole produc:tioo allocable to my undivided interest ooc covc:rcd by a Jc.asc. less the proportlotw.e development and produetioq 
c:ost allowle to sud1 undivided iDtaat. However, in DO event shall tbc CQmmi.ssiooc:r of !he GcncnJ L.alld Offic:c ~ive as a royalty on the pos:s productioq 
alloable to the undivided intac:st nollcucd an amount less thaD the value: of onc:-si:a.ccn.th (1116) o( such p-oss.produc:tioa.. 

(B) REDUCTION OF PAYMENTS. It during the prinwy tcnn, a portio a oftbc land covc:rcd by this !cue is included within tile: bouncbries 
of a pooled unit thallw been approved by !be School Lmd Board and the owner of the soil in aca:lrdana:with Namn! Resources Code Sec:tions S2.1Sl-S2.JS4, or 
it at any time U\a the cxpintion oftbc primary tc:rm or the c:xta~dcd tc:nn. this I~ covc::3 a Jcs.sa number ofaac:s than the total amount described hc::cin. 
payments tlw arc made on a per acre: basis hereunder shall be redua:d aa:ordinc to the number ofacrc:s pooled, rc:lcascd. $1UTCDducd, or olbctwisc SCVcretJ, so 12w 
~ymcnts dclcnninc:d on a per a=: basis under the terms of this lease darinc the primMy tctm sb.&11 be c:alc:u.lazed b~ upon the nambcr of aac:s ou.tsidc the. 
bouncbric:s of a pooled unit, or, it after the c:xpin..tioo oflbc prinwy tczm, the number of ac-c:s =ally rc:Wned and covered by this lease. 

21 . USE OF WATER. ~ shall have the right to usc water produce11 on said land acccssary for operations undc:r this lc.uc·c:xcepc wa.tJ:r &o~n wdJ.s or 
tanks of the owner of the soil; provided, bowcvc:r, L.c::sstc shall not usc pocable wata oc wucr suitable for livcstoclc or inic:Ltioo purposes for wucrflood opcntioos 
without the prior consent of the owner o( the soil 

22. AtrrHORlZED DA.\-iAGES. ~shall pay the owneT of the soil for damages CULSCd by its opcntions to all personal property, improvements, 
livc:stoclc illld crops on said land. 

2J. P!PaiNE DEPTH. When requested by the: owneT of the: soil, ~shall bury its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be: drilled nc=:T thilll two hundred (200) Cc::t to illly bouse or bam now on sl.id premises without the 
written consent of the ownc:r of the soil 

25. POLLUTION. Ia developing this arc3, Lessee sh:ill usc the: highest degree of= and all proper ~egu.ards to prevent pollution. Without limiting the 
foregoing. pollution oC coasul wetlands, na.rur:U watc::ways. rivc:rs and impounded water shall be prcven~ by the usc of ccntainmc:nt ~lities sufficient to prevent 
spill age .. seepage or ground wat~r cool:lmination. lo the e-vent of pollution. Lessee shall usc :ill mC1111S :u its dispos.al to recap cure: all escaped bydro~ns or other 
pollutant and shall be rc:sponsioie for all d~e to public md priv:ttc properties. Lessee shall build. and maintain fences around its slush, sump, and dninace pits 
and tanlc batteries so as to protect livc:stoclc ~lou, damage or injury; and upon ccmplc:tioo or abandonment of iliiY well or wells, Lcs.sce shall fill and level all 
slush eilS and cellars md completdy cle:ln up the drilling site or all rubbish thereon. l..ess« shall. while conducting operations on the le3Sed premises, lc:ep said 
p~s~«rce of all rubbish. c::m.s. boalc:s, pa.pcT cups or prbagc. and upon completion ofoper.Wons sh:ill restore the surfal:: of the land to as Dc::lr its original 
corlliit!on and contours as is p~C3ble. Ta.nlts and equipment will be kept painted and prc:s.cnublc:. 

•••• • 0 • 

• • 
0 

26. REMOVAL OF EQUIPMENT. Subject to limit.J..t.ions in this paragrJpb.. Less= sball h3ve the righl to remove: mac.l)inc:ry and fixtures placed by 
Lcs.s<!t on the lc:ucd premises, including the right to dnw and remove casing, within one: hundred twenty (120) days ilftcr the c:xpir.uioo or the termination of this 
lc:ut~~ the: owner of the soil p-:lllts Lcss= an c:xtcnsioo of this 120-day period. However, Lcs.sc: may not remove casing from any well Qpable of producinc oil 
an3 ~ in"paying quantities.. Additionally, L:s.sc: may not dnw and remove casing until after thirty (JO) days wrin=n notice to the Commissioner of the General 
Llntl ~ffi« and to the owner of the soil. The owner of the soil shall become the owner of any mac.'linery, fi.xnu-...s. or C3Sing which arc not timely removed by Lc:sscc 
un~v tl;ekrms oftbis p:u-agnph. 

• 
•• • • 27. (A) ASSIGNMENTS. Under the conditions conuined in this p~h and Paragr3ph 29 of this l=. the rights and cswa oCeitbeT pany to this 

lc::Ltc:.'Pn8c 3SSigncd, io whole or in part, and the provisions of thi.s lc3SC shall extend to and be binding upon their heirs, devisee. legal rc:prc:scnt.J..t.ivcs, succ:cs.sors 
and owi~ HowCYer, a change or division in ownership of the: land, rc.:'lt:W, or royalties will not enlarge the oblig:uioas oflc=. diminish the rights.. privileges 
an~~~f Less~ impair the effectiveness of any payment made by Lc3.see or impair the e!rectivenc:ss of lilY act j)erformc:d by Lcs.sc::. And no change or 
division in ownership of the land, rentals. or roy3.ltie3 shall bind Le55e: for any purpose until thirty (JO) days 3ftcr the owner of the soil (or his heirs, devisees. lcgill 
reprcsenutivc:s or assigns) tumishe3 the Lc3.sc: with satisfactory written evidence: of the cb.ang: io ownership, including tbe original recorded munimcnts of tille (or a 
certified copy of such origin:U) when the: ownership changed because: of a convcy:an= A toul or partial ;wignmcnt of this le:lSC shall, to the: extent of the interest 
assigned, relie-ve and discharge Lcssce of all subsequent obligations undeT this le3Sc. lfthi.s le:ue is assigned io its entirety as to only part of the ac=tgC:. the right and 
option to pay rcnt.aU shall be apportioned as between the sever:ll owners raubly, according to the: arc:3 of cacb, U~d wlw-c: by one or more of them to pay his shan: of 
the rcncal shall not Ufcct this le:1Se on the part of the: IU~d upon which pro rau rencals arc timely paid or tcndc:rcd; however, if the assignor or 3.5Signce docs not file a 
certified copy of sue!'\ assignment in the General Llnd Office before the next rc:nul paying daLe, the entire: lease shall tmnin:ttc for failure: to pay the entire: renal due 
under Pangnph 3. Every assignee shall succeed to all rights and be subject to 311 oblig:uions, liabilities, and penalties owed to the State: by the original lessee or Ul'f 
prior owignee of the le3Se, including 311Y liabilities to the Sute for unpaid royalties. 

(B) ASSIGNMEJ'jT LIMITATION. Notwith.standing lilY provision in P:uagr:~ph 27(a), if the owner of the soil acquires this lc::1Se io whole or in part by 
assipmenl without the prior wrinen approval of the Commissioner of the Gcnerall..Jnd Office. this le:ue is void as of the time of assignment and the agency power 
of the owner may be forfeited by the Commissioner. An assignment will be: treated as if it were made to the owner of the soil if the: assignee is: 

(I) a nominee of the owner of the soil; 
(2) a corpor:uion or subsidiary in which the owner of the soil is a principal stodc.holdcr or is an employee of such a corpor:uion or subsidiary; 
(J) a partnership in which the: owner of the soil is a partner or is lll employe: of such a partnership; 
(4) a principal stockholder or employee of the corpor:uion which is the owner of the soil; 
(S) a partner or employee in a partnership which is the owner of the soil ; 



(6) a fiduciary foe the owner of the soil; including but DOC liuUted to a 11J&tdi=. trustcc. executor, :admiDistntor, =iver, or c:onsc:rvator for the 
owner of the :soil; or 
(7) a family mc:mbc:r oftbc owner of the soil or related co the owner of the soil by marriage, blood, or adoption. . 

21. R.ELEASES. Under the eonditions c:onuined in this paragr.zph md P'zragrapb 29, Lessee m6'f at any time =c-.ztt: md deliver m the owner o( 11\e soil · 
and pi~ of rec:ord a release or releases covering my portion or portions of !he leased premises, m d thereby surrmdc:r th.is l=sc a.s to such portion or ponions, and be 
relieved of all subsequent obligUions as to~ =dered. If az:ry part of this lease is properly~ the delay rental due under th.is lease shall be recfuc:ed. 
by the proportion that the surrendered :ac=age bean to the aaeage which was covered by this l=se immcdiau:ly prior to suc:h surrender; however, such release will 
DO 1 relieve Lasco: of any liabilities which may have acaued under this lease prior to lbe SUITCider o( suc:h KZ""Ca&C. 

29. FILING OF ASSIGNMENrS AND RELEASES. If aJ.I or any part of !his lease is zssip:led oc released. sacb as:s.ipunent oc release 111ust be ~rded · 
the c:ounry where the land is situared, mel tbe =:onied inst:um.cnt. or a c:opy of !be =ded insaiAI&Ol1t =nified by !he County Cieri: of !he CX>IlJity iD whic:.h the ID 

instrumem is recorded. must be filed in !be Genc:ra.l Ur!d Office wil:hm 90 days of the last executioa daD: accompanied by the pn::saibed filing fee. lhny such 
as.sipmem is not so tiled, the riglns ~d under this lease shall be subject to Cor!eitl.lre at the option o(lhc Coavnissioncr of the General Land Office. 

30. DISCLOSURE CU. USE. All provisions penaining m !he lease oftbc ~~land b.ave bml iD~uded in this instrum.c:nt. includin& tile 
stalal1ent of tbe !rue considentioo to be paid fer the ex:Qitioo ofthls lease md the ricJ!t:s md duties o(lbe parties. AlrJ colWenl agre:ments conceming the 
development o( oil md ps &om the leased premises which D"C oot coott.ined iD this lease r=da lhi:s le3se invalid. 

31. FIDUCIARY Dt.rrY. Tbc ow=r of the soil owes the State a fictaci.-y daly aod must JWly disclose my f.ac::s ~tine the Sl3.te~ in~ in !he leased 
pn:misa. Wheo the interests of the owner of the soil conflict wilh those o(tbc Stlte, tbe owner o f !be soil is oblicmd to j)\ll the Sl3.te's iJ:ll.m:sts before his J)eT$OGaJ 
in[ac:sts.. 

32. FORFEITilR.E.. I! Lessee~ fa..il or refuse to m.alcc the payment of my sum with.in thirty days 11\a it bec:omes due, oc ill=~: or an authorized 
agent should lalowingly make any false return or false n:pon co~g produc:tioo oc drill mg. oc if Lessee shall fail or refuse to drill my offset weU or wells in IOOd 
Ca.ith as requin:d by law and the rules and regulations adopted by the Commissioner oftl-..c Galen! Land Otfic:e, oc ifL..c:sse: should fail to file repons io the m3Mtt 
requird by law or fail to comply with rules and te~Ulations promulgated by the GencnJ Land Offic; the School Land Bo:ll'd.. or the Railroad Commission, or if 
Less e.: should refuse the proper authority K= to the rec:ords pertaining to openrio.u, oc i!L:ssee or m authorized J&Cnt should knowin&Jy fail or refuse 10 &ive 
com:ct information co the proper authority. or lcnowin~y fail or refuse to furnish the Gencn! Land Office a correct log of =Y well. or if Lasee shall lcnowin~ly 
violate any of :he material provuions of this lease, or if this le:ue is assigned and die usipune.nt is oot filed in the Gencnl ~d Office 3S required by law, die rights 
acquired under this lease shall be subj ect to forfeiture by !he Commissioner, and he shall forfeit nme when sufficiently informed of the fucu whic!l authorize a 
forfeiture, and when forfeited the area sh3ll again be subject m lc:3Se under the tcms of !be Relinquishment Act. However, ooth.ing herein shall be construed as 
waiving the illltomatic tenuillation of tl\i:s lease by opcr.uion oflaw or by -c:lSOO of lilY special limita.tioo arising hereunder. Forfeitun:l may be set aside and this 
le= and all rights thereunder reinswt:d before !he :ights of another intc:.-vene upon s:uisiaG!OtY evidence to the Commissioner of the C..:ncnl Land Office of future 
c:ompliance with the provisions of the law and o f this lc::~Se and tbc rules and regulations that mzy be adopted relative hereto. 

33. UEN. In ;u;cordance wilh Texas Na..tural Reso= Code 52.136, the S~:~~.e shall have a first lieu upon all oil and gas produced from the area cov~ 
by this le:lSe to secure payment of lll unpaid royalty and other sums of money that may bealme due Wider this le:ue. By ac=jlt:liJCC of this le=. Lessee grants the 
~tate, in. addition to the lien provided by Texas Natur.LI R.cso= Code 52.136 and any other applicable SWU!OfY lien, a.o ::xpr=s conO"l.ctU:Il lien on and s~wilY • 
mterest m all leased mincnls in and c:xtnc-...ed &om the leased premises, all proceeds wh..io may acaue to Lessee from the sale of suc.'l_le:lSed m.iner.Us, wheltlif.S11C.'P 
proceeds are held by Lessee or by a third party, and all fixtures oo and improvements to the leased pn::mi.ses used in c:onncc:ion with the production or process inS oJ 
such leased min.er:Us in order to se= the payment o f all royalties or other amounts due or to bec:omc due under this lease Jnd to sec-.m: payment of any da:mies• oe,.. 
loss that Lessor may suffer by reason of Lessee's br:3.ch of 3.11Y c:ove=t or condition of this 1=. whether express or implied. This lien :md security interest NY k 
fon:~:losed with or without court proc..~cfmg.s in the m:umer provided in the Tide I, Chapter 9 of the Texas Business and Commerce Code. Les.s~ ~es that the • 
Commissioner may require Lessee to exc:t:'.Jtc md rea>rd such insttument:s as may be reasonably nee:ssary m aclalowledge, anac!J or perfect this lien. Lessc; ~et~. 
represents that there an: 110 prior or superior liens arising &om 3J1d relating to Lc:ssee's activities upoa the above~c:ribed property or from Lasee's acquisidbn d(• 

this lease:. Should the Commissioner al my time de :amine that this rcpresenra.tioo is not crue, the:t the Commissioner may <koare this lease forfeited as proJ id&ct • • 
he~~ •• • 

• 
34. POOUNG. Lessee is here!ly grant:d the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other le~.t• 

or mineral interest for the explor.ltion, developmCOit and production of oil or gas or either o ( them upon the same tcrnu as shall be approved by the School tlnd. • • • 
Board and the Commissioner of the Gener:U Land Office for the pooling or unitizing of the interest of the S~te Wldc:t this le= ?UfSU311t to Tc:n.s N~ RQfOurc:es 
Code 52.151-52.153. The owner of the soil a.grc:::s that the inclusion of this provision in this lease satisfies th~ c:xec:ution ~ircments swcd in Texas Nant.!J• •: • 
Resources Code 52.152. 

35. INDE.'ANITY. Lessee hereby rel=ses and discharges the Swe of Texas aEd the owner of the soil, their offic:n. employees. partners. agents. 
can tractors, subcontr.ICt013, guests, invi~ a.od their respective successors 3Jld assigns. of 3Jld from all and any Ktions and C3Wes of action of everr nature. or other 
harm, including :nvironmental harm. for whic:h recovery of damages is sought, including. but DOt limited to. all losses and expeo.scs wh..ich are C3Wed by the 
activities oftcssee., its offi~n., employee3, and agentJ w ing out o(. incidental to, or resulting from, the opcr:lLions of or for Lessee on the le3.Sed premises . 
hereunder, or that may arise out of or be oc:;:uio~d by tasee's brc:~c.'l ofarry of the tcms or promions of this Agr«ment, or by 3.11Y other negligent or saic:tly hab!e 
act or omission oftasee. Further, Lessee bercby agrees to be li:lble for, exonerate, indemnify, defcd and hold lwmless the State ofTexas and the owner of the so•t. 
their officers, employees a.nd :1gents, their suc=rs or assigns, agJ..inst any a.nd all claims. liabilities. losses, damages, actions. per-sonal injury (including dca.th), 
casts and expenses. or other harm for which recovery of damages is sought, under any theory including tort, c:ontr.~Ct. or saict liability, including a.aome ys' fees 3Jld 
other legll expenses. including those relat:d to ~vironment.al haz.:~tds, on the leased premises or in any way related to ~ce's failur: to comply with any and all 
environmental laws; those Jtising &om o r in any w3y rel31ed to Lessee's opcl"31ions or lilY other of Lessee's activities on the leased premises; those arising 0:0m 
~sse:'s usc o f the surfuc: of the leased pr:mise3; and those thu mJy arise out of or be oceasioned by L:ssec's breJc."a of any o( :he tc:nns or provisions of thiS . 
Agreement or any other act or omisSion. of Lessee. it:s dir:ctors, officers, employees, paztncrs. agents, contncUlrs., subc:ontrac:ors. guests, invitees, and their rcsperuve 
suc~ors and assigns. Each ~signee of this Agreement, or an in te~t therein. agre:s to be liable fer, exonerate, indemnify, defend and hold harmles.s the State of 
Tex;u and the owner of the soil. their officel"l, emplo yees. and 3g:nts in the same manner provided above in coMec:tion with the activities of Lessee, its office~. 
employees, and :~gents as described above. LXCE?T A.S OTHERW IS E EXPRESSLY LIMITED HEREIN, ALL OF TiiE L',-DE~L"ITY OBLIGATIO~S 
A.~D\OR LIABILITIES ASSUMED UND ER THE TER.\1.5 OF THIS AGREEME.~"T SHALL BE WmiOtrr LIMITS A.'iD WITiiOUT REGARD T O 
THE CAUSE OR CAUSES THEREOF (EXCLt:DING PRE-EXISTING COl'·iDmONS), STRICf LIABILITY, OR nn; NEGLIGL'iCE OF ANY PA RTY 
O R PARTIES (INCLUDL'iG THE NEGLIGE;o;CE OF nn: L'fDDf.'flFlED PARTY), WHETHER SUCH :"<EGLIGE:-.'CE BE SOLE. JOL"ol, 
CONCURRE:'IT, ACTIVE. OR PASSI';'"E. 



,• 

. J6. ENVIRONMENTAL HAZARDS. Lessc: shall use the highest de~ o( c:.arc and all reasonable safe~ to prevent conwnilwion or pollu&n ~ · . 
~y envtrorvnenuJ medium. iDcludin1 soil. surfxe ~ pcundwuc:T, sedimentS, and SUl'fau: Of' subsurfx:l: stt#1. ambient air ot my~ environmenQJ IIICdi~ . 
an. o": ~r Wider, ~ leased prcmisa. by my W1lStC, polluwrt. or con=inanL l=sce slWJ not brinl Of' pc:nnit to remain oa the leucd pn:nusa JDy asbc$tos 
eonu..nm1 rnatc:Uls. explosives. toxic IJW.Crials. Of' S1.1bsUnCCS reJUIUed as bzzatdous wastes, haz:udous ~ h3zXdous subst.mccs (as tbe tz:nn ~ 
Substance .. is defined ia the ~ivc Eavironmeatll Response,. Compensation md Liability Aa(CERCLA), 42 U.S.C.. Sectioas 9601, etseq.). ortoxjc 
substances under any (eden!. state, or local law or rqubtioa ("Hzz:lrdous Maltrials'"), ex"J)t onfinary ~ducts c:ocntDOilly used iD cocmectioa with oil wt ps 
c:xplon.tioa 3nd development operations mci storl:ci iD the usual aww:r and quantities. LE.SSE:E'S VIOLATION OF l'BE FOREGOING PROHmffiON 
SlULL CONSTlTUTE A MATDUAL BREACH AND DEFAULT HEREUNDER AND LE.SSD: SHALL JNDDfNIFY, BOLD HAR.\ILESS A."m 
DEFEND THE STATE OF T'£XAS A.'ID THE OWNER OF THE SOU. FROM AND AGA.INsr ANY CLAL'H.S, DAMAGES. JUDGML'fTS. P&'U.LTIEs. 
LIABILrrn:s,A."m COSTS (lNO.UDING REASONABLE ATTOR."fEYS' FEES AND COURT COSTS) CAtJS£D BY OR ARISING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROmBmON OR (II) THE PRESENCE, RE.U:ASE. OR DISPOSAL OF A.'VY HAZARDOUS MATERIALs ON. 
UNDER. OR ABOUT THE LEASED PRE.'\flSES DURING I.ESSLE'S OCCUP A. "iCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN tJP, ~OVE, RL'\fEDY A.'"D REP AIR A."iY SOIL OR GROtJND WATER CONr.A."tONA TIONA."'> D.A."YUGE CAUSED BY THE 
PR.ESE."iCE OR REl.L\SE OF AJ."iY HAZ.UU)OUS MATERIALS IN, ON, tJNDER. OR ABOUT THE LEASED PRDOSES DURING LESSEE'S 
OCCtJPANCY OF THE LEASED PRDfiSES IN CONFO~Cl: WITH lliE R.EQt;·nu:.~ OF APPUCABLE LAW. THIS 
INDE.\iNIFICA TION A."'m ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR R.ESl"'NSE ACTIONS t1NDERTA!a:.'f 
PURSUANT TO Cl:RCU OR ANY O'I"BER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IM.'\IEDIATEL Y GIVE THE ST.A TE OF 
T'EXAS AND THE OWNLR OF'J'H!: son. WR1TI'EN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. UPON 
LEAR."ilNG OF THE ~R.ESENC!: OF ANY HALUU>OtJS MATERIALS, OR tJPQN RECEIVING A NOTICE FROM A."iY GOVD.~!AL · 
AGENCY PEXTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFEcrTHE LE.A.S£0 PR.E."tOSES. THE OBUG.ATIONS OF LESsEE 
HEREt1ND£R SHALL St;RVIVE THE EXPIRATION OR E.AlU.IER TER.\IINA TION. FOR ANY REASON, OF TI:iiS AGREL'\fEIIT. 

J7. APPUCABLE LAW. This lc:asc is issued under tbe provisions ofTexas Nuunl Resources CQde 52.171 tb.rouJh 52.190, commonly lcno\VII u the 
~linquishmCJU Aa,. JDd other applicable swutcs met m~C:DdmCDts thc:re1o. and if any provision iD this 1= docs DO( coa!orm ID these sU.!Utcs, the na:urcs wiU 
prevail over my nonc:cnformin& lc:ue provisions. 

33. EXEetrnON. This oil md ps lease must be ligncd :md x.bowledgcd by the Lessee before it is filed o(r=rd in the county rea:~rds and ill the 
Gcner.U Llnd Office of the Swe ofTc:us.. On= the filin1 requiremc:m:s found ill Parqnpn 39 of this lc:ue hzve been laris1ied., the effeaive d3te o(this 1~ shall 
be the dale found oa Pace I. · · 

J9. LEASE F!l.lNG. Pursu3nt to Olaptcr 9 of the Tc::us Business and Comm=:: Code. this lc:ase must be filed of record ill the office o(the County 
Cleric in any county in wbic:b all or my pvc o( the I =sed premises is locted. and ~rtiiied copies thereof must be filed in the Gcnc:r:ll Land Office. This lc:ue is not 
effective until a c:eniiied copy of this l=sc (which is made and c:::nified by the County Cleric from his records) is filed ill the Gcncn.l I..lnd Offic: in ~c:orcbnc: with 
Texas Narur:U Rao\U'I::C:S Code 52.1&.1. Additionally, this l~e shall not be binding up<ln the Swe unl= it recites the =al 3lld true considcruion paid or 'remised 
for c:xccutioo of this IC3Sc. The bonus due the Sw.e and the prescibed iii in: fe: slull ~comp3ny suc.'l certified copy to the General Land Offi= 

••• • • • ••• 
•••• • • • •• • 
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STATE OF TEXAS 

ussa-~ 
BY:. ________ ~C_.l~a~y~~·Iua~hun~s~o~n~--------

TITLE:. ____ ~r-~~~~-----------

DATE:._....;:Cf.~cJ--~'----J.J1P'-"-----
STATE OF TEXAS 

STATE OF TEXAS 

BY:~~-----------------------------
Individually and as agent for the State ofTc::us 

BY:~~--~----~~~--~---------­
Individually and as agent for the Swc ofTcxas 

Date: ________________________ _ 
0~=---------------------------------

A CER11FIEO COPY 
IF IT BEARS THE SEAL OF THE COUNTY CLERK 
ATIEST: /tJ - ,?? - ~6 

® 



STATE OF _________________ ___ 
(CORPORATION ACKNOWL.EDGMart) 

COUNTY OF ____________________ _ 

B EFORE ME. tbc Ulldcmped autbority, oa this day penoaally ~·----------------------
known to me Ia be the pc::soa wbcse o.ame is suhsaibed 10 tbc fon:~t~i.a& iDsuumeDt. U·---------------------!oC 

Given un.c!cr my lund md seal oloft'ic: this tbc. ____ .cby of __________ __,· 19 ____ • 

Noa:ry Pcahlic i.a md few _________________ _ 

STATE OF ___________________ _ 
(CORPORATION ACXNOW!..EDGMENr) 

COUNTY OF _________________ __ 

BEFO RE ME. the undcmped authority, oa Ibis day penonalJy ~~------------------------------------------
known to me to be the penoa wbcnc: aamc is subsaibcd to the tbn:~t~i.a& instn.an.enr. as. ___________________ .....;oC 

;:-::-:::--:-:-=---:----:-:---:---:---:-----:--:---:-----:-----:--:----:----:--:--:--:--:-:--illld Kknowlcd&:d to me that he ~d rbc: nmc 
fo r the pwposc:s and coruidaatioa ~in~ i.a tbe capacity swcd. and as tbe aa and dc:e11 of said corporation. 

Given under my hand md SQJ of e ffie: this the. _ ______ day o( __________ __, 19 ____ • 

Noc..y-y P..1b lic: i.a and for _________ _ 

••• . . . 
•• • 

Before me:. the undersigned :lut!lority, oa this day personally :~ppe:=d Lee Wayne Moore I Trustee for •• :· •• 
Pea rl Moore Carter • .. 

known to me to be the pc.-sons whose aamc:s at'C subsc:ribed to the fof'Cioing instrument. and ac:lclowlcd~d to me :hal they ex==:ed the s:une for the purposcs~d 

~M·--:~v~,..m:..- uomd""' /},77fc <>roc [§t_~?{ ~"-9£ ;:~:.·~: 
4~v~+~ PATRICIAL. BANE __ --~ 
(;(~\*\ NOTARY PUBLIC 
~~~:} State of Texas 
~ .. ~ Comm. Exp. 05-29-2000 

Noury ?ublic: in md for ____ ______ _ 

(l?'o"DIYIDUAL A~OW!..EIXiMDI1J 

•••• • • •••• 
• •••••• • • STATE OF _ __ ~IIf/)==:-(.~.::---+--

COUNTY OF ___ ..;..f~ V~ l~~..w:::...;_.;_;_~--- cJ 
Before me, the undersigned authority, oa this day personally ~d·---------CUJ-+_Jft..::::::.£....::6':-Lh.,~L~.::·:.=.....:..!...-=~--

known to me to be the pcnons whose narnc::s at'C subscribed to the foregoing instrumC':lt. and adoowledged to me :ltat they executed the same fo r the ;lUfPOSCS illld 
consideration lhe:-ein expressed. 

Given under my hand and se:ll of off)12 this the. _ __:~:.....:...._tf.J...... ___ day o( 

~~ MONICA MARLOWE 
i*'~ ;*~ NOTARY PUBLIC 
·v:.~~)~/ State of Texas 
~ Comm. Exp. 10-30-99 

-.
1 
-n//. /J 

N oury ?-Jblic: in llld for __ +--_.IG.I"-~.=lf.IV_._.., ___ _ 
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EXHIBIT "A" 

ATIACHED TO A.."ill MADE A PART OF THAT CERTAIN OIL A1 D GAS LEASE DATED JULY 
17, 1998, BY AND BETWEEN LEE WAYNE MOORE, TRUSTEE FOR PEARL MOORE CARTER 
AS LESSOR, AND CLAY JOHNSON, AS LESSEE, Al"ill COVERfNG 80 NET NflNERAL ACRES, 
MORE OR LESS, ALL IN CULBERSO . 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 S I .00 per net 
mineral acre per year for Four (-l) Years. Concluding a $-l.OO 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, o r Lessee is then engaged in operations on said land or on lands pooled 
therewith, or Lessee has completed a well as a dry hole or shall have commenced a well within 180 days 
prior to the 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.e end of the primary term hereof. whichever is the later date; and thereafter 
carry on the continuous dril ling program until all proration units have been drilled. allowing not more 
than 180 days to elapse between the completion of one we ll and the commencement of the next 
succeeding well. Should Lessee fail to commence the continuous drilling program or subsequently default 
in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, 
save and except for the proration units surrounding each well then producing, capable of producing or 
upon which operations are being conducted. The term "proration unit" as used in this paragraph means 
any acreage designated as a drilling unit or production unit in accordance with the rules of the Railroad 
Commission of the State of Texas. 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 
1 hereof, together with easements and rights of way for roads. pipelines and other facilities 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 ~vell or 
wells required or perrn ined 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 OF THE COUNTY g'FJX 
AnEST: / Q 7~- 0 

® 
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RAL REVIEW SHEET 

Trllaltirl # 2866 L. Collier 

Moore, Wayne 7/17/98 II 0 
Clay Johnson 640 

LfASf IISCRJITION 

Comty Base Fl8 No Part Sec. llodc Twp Slnoy 

CULBERSON ~ 134162 

CULBERSON...-. 134163 

CULBERSON - 134169 

CULBERSON 134170 

TIRMS OFFERED 

Pmul'y T orm: [rears ~ 
Blnls/ All'B: l__ $5o.oo 1 

Ronta/ All'B: l $1 .oo 1 

Roymty: 3/16 

COMPARISONS 

ALL -t,yo .4c. 8 100 00 PUBLIC SCHOOL LAND 

ALL - t, 'I r1 Ac, 9 100 00 PUBLIC SCHOOL LAND 

ALL - v'f~ 1\c. 16 100 00 PUBLIC SCHOOL LAND 

ALL •'iO 1-H 17 100 00 PUBLIC SCHOOL LAND 

TIRMS RECOMMENIID 

PltJul'y T 11'111 [5 years ----"1 

Blnls/Acra $50.00 

Rllltal/ Acre r- $1 .00 J 
Roymty ~6 

Abst# 
5750 

5751 

5757 

5758 

r.t=# LBssao Datu TII'ID lknls/Ac. RIIJtal/ Ac. Roymty lis taD 

II I; 
II I: 
II I: 
I r J: 

CCIIIIu1ts: jGross acres 2,560. SEE OTHERS: Lee Wayne Moore, Trustee for Peal Moore Carter with 80 acres, 
IMontebev, Inc. with 640 acres, Monmtgomery-Walker 1974 Trust with Charlotte Walker Furman, Trustee 

h 640 acres, Joe Montgomry Brooks with 160 acres, 

Tuesday. October 20, 1998 

Lasti.Baso 

[ 
I 
I 
J 



RAL REVIEW SHID 

TMIISll:tDI # 2866 ~t: L. Collier 

l.8sslr: Moore, Wayne l.8as8 Data: 7/17/98 II 0 

L88888: Clay Johnson Acral: 640 

LEASE IBCRPTION 

Cculty Base FIB No ITt Sac. liD Twp may Abst# 
CULBERSON 134162 ALL 8 100 00 PUBLIC SCHOOL LAND 5750 

CULBERSON 134163 ALL 9 100 00 PUBLIC SCHOOL LAND 5751 

CULBERSON 134169 ALL 16 100 00 PUBLIC SCHOOL LAND 5757 

CULBERSON 134170 ALL 17 100 00 PUBLIC SCHOOL LAND 5758 

TERMS IFRRED TERMIRECO~ 

PrUry T ll'llt (SJears ~ PrUry T 11'111 

lknla/ Aa'a: c_ $54.00] Blnls/Aira $0.00 

Rlllta/ Aln: L $1 .oo I Rlllta'Ain $0.~ 

Roy~: [3/16 Roy~ I 

COr.IIARISONS 

r.t= # LBss8B Data Tll'lll Blnls/ Ac. Rlllta/ Ac. Roy~ llstaa 
lr------- =.J L -~ ._[ __.l ._________. C J r ~ Last l.8as8 

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

~I ======:1 I II : II II 11:=::::===~1 
c= =-oJ 1 J c ----: 1 c-:J r -:J c- =..1 

ConlnBnta: !Gross acres 2,560. SEE OTHERS: Lee Wayne Moore, Trustee for Peal Moore Carter with 80 acres, - . 
Montebev, Inc. with 640 acres, Monmtgomery-Walker 1 ~'!fjf~otte Walke A F unnan, Trustee , _ t 

~~~::~oc;;g~ks~;?:£ "-1 ~.~~~~ r~~£~. 
~ Yf()f~ ~-d: ;tJ6, 6~ ~lJ';-u v-d" =r-~o~0-
~~~(o~Jc~ t2v~/ 

AIUGVBd: _ _ ___ _ 

Wednesday, October 14, 1998 
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TEXAS GENERAL LAND OFFICE 

GARRY MAURO 
COMMISSIONER 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: 

County: 

Clay Johnson 

CULBERSON 

Section: 8 Block: 100 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3116 

Consideration 

Recommendecf:?/1(3 JO·L? .;e 
Not Recommended: ----

Comments: 

Lease Form 

Recommended: f0rrl- 1/ ) t / 'f9 
' 

Not Recommended: - ---
Comments: 

Bonus/Acre 

Rental/ Acre 

;rl- I oo I 8 e:, 

f().,·J-up 

MEMORANDUM 

DATE: 20-0ct-98 

Base File #: 134162 

Abstract: 5750 

$50.00 

$1.00 

Spencer Reid, Senior Deputy 

Recommended: ~ 
Date: II { tu}qX 

Not Recommended: ----

Garry Mauro, Commissioner 

Approved: {}ilL. 
Not Approved: ___ _ 

Date: - -----





I l l AN H t::::SUU H \;t::::S, L.l-' . .... 

Aq:lUISITI~~~~V6~lER OF T HE GENERAL LAND OFFICE I 0/21 /98 
PARAGON #299:Lease Bonus 

••• • • • ••• 
•••• . . ' 
~fecktng 

• 
•••• • • • 

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 State of Texas by Agent 
Dorothy F. Richardson, a widow of C. E. Richardson. dec' d., 
Lessor, in favor of Clay Johnson, Lessee, covering 
A ll of Sections 8, 9, 16 & 17, Block 100, 
PSL Survey, Culberson County, Texas. 

99011696 

TITA~~E~URCES, L.P. 

AC<llJ ISI!~~Nl1Jt~~ER OF THE GENERAL LAND OFFICE I 0/21/98 

•PARAGON #299:Lease Bonus 
•••• . . 
•••• 

• •••••• • • 

Checking Lease Bonus 

Paymenl 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 of Texas by Agent 
Dorothy F. Richardson, a widow of C.E. Richardson, dec' d., 
Lessor, in favor of Clay Johnson, Lessee, covering 
All of Sections 8, 9, 16 & 17, Block 100, 
PSL Survey, Culberson County, Texas. 

002680 
2,879.82 

» ,879.82 

002680 
2.879.82 

2,879.82 



111 I"\ I" nt=vuunvt=v, L.l . ..,. 

AC.OU ISITI8~SJ~~~~~~ER OF THE GENERAL LAND OFFICE I 0/21 /98 
PARAGON #299:Lease Bonus 

••••• 
• •• • 

• ••• • .. . : 
t:hecking . ··:. .. : 

•• 

Lease Bonus 

Payment in fu ll of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 07117/98 from the State of Texas by Agent 
David L. Laird. dealing in his sole & separate property, 
Lessor, in favor of Clay Johnson, Lessee, covering 
All of Sections 8, 9, 16 & 17, Block 100, 
PSL Survey, Culberson County, Texas. 

99011697 

W A+-J ~ESOURCES, L.P. 
Ac.al.!t~ITI~~~\"~f~JER OF THE GENERAL LAND OFFICE 10/21 /98 

• •••• PARAGON #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 lhe State ofTexas by Agent 
David L. Laird, dealing in his sole & separate property, 
Lessor, in favor of Clay Johnson, Lessee, covering 
All of Sections 8, 9, 16 & 17, Block 100, 
PSL Survey, Culberson County, Texas. 

99011697 

X 2,879.82 

002681 
2.879.82 

2,879.82 



Ill AN Ht:::>UUHvt:::>, L.l-'. V 

ACPUISITI~~~~~~~~ER OF THE GENERAL LAND OFFICE 

PARAGON #299':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 
Jograce Laird Flood, dealing in her sole & separate 
property, Lessor, in favor of Clay Johnson, Lessee. 
covering All of Sections 8. 9, 16 & 17. Block I 00, 

10/21198 

PSL Survey, Culberson County, Texas. 9 9 Q 116 9 8 

••• • • • • •• 
•••• • • • •• • 
• 

•••• • • • •• • 
Cn ckiilg 
• • • • • • 

• 
TIT~~~~URCES, L.P. 

\tO 

Lease Bonus 

ACQlftM,~~~~IER OF TH E GENERAL LAND OFFICE 10/21/98 

·:~AT?!.\GON #299:Lease Bonus Payment in fu ll of I /2 Lease Bonus Consideration due 
the tate of Texas for Paid-Up Oi l & Gas Lease 

Checking Lease Oonus 

dated 07117/98 from the tate ofTexas by Agent 
Jograce Laird Flood, dealing in her sole & separate 
property, Lessor, in favor of Clay Johnson, Lessee. 
covering All of Sections 8, 9. 16 & 17, Block I 00, 
PSL Survey, Culberson County, Texas. 

002682 
2,879.82 

"-2.879.82 

002682 
2,879.82 

2.879.82 



TITAN RESOURCES, L.P. v' 
ACQUISITI8~~~~~~~lER OF THE GENERAL LAND OFFICE 10/21 /98 

PARAGON #299:Lease Bonus 

• •• • • • ••• 
•••• • • • •• • 
• 

•••• • • • •• • 

• • • 
• 

Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 07117/98 from the State of Texas by Agent 
Charlotle Walker Furman, dealing in her sole & sc;garate 
property. Lessor, in favor of Clay Johnson, QlStct.J 116 9 9 
covering All of Sections 8. 9, 16 & 17. BloC( i'O'o, 
PSL Survey, Culberson County, Texas . 

ILD 

TITA.t~~~~URCES, L.P. 
ACQUTSI"rt~~\'~!~JER OF THE GENERAL LAND OFFICE I 0/21 /98 

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

Checking Lease Bonus 

dated 07/17/98 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 8, 9, 16 & 17, Block I 00, 
PSL Survey, Culberson County, Texas. 

99011699 

'/\2.160.00 

002683 
2.160.00 

2,160.00 



I I 11"\1'4 nC..;::)VUn\JC\:) 1 L.. . r . • 

AC9U ISITI~~~~~~~~JER OF TilE GENERAL LAND OFFICE 

PARAGON #299:Loose 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 

10/21198 

Joe Montgomery Brooks, dealing in his sole & separate 
property, Lessor, in favor of Clay Johnson, Lessee, 
covering All of Sections 8, 9, 16 & 17, Block I 00, 
PSL Survey, Culberson County, Texas. 

99011700 

••• • • • ••• 
.~I'IC~ng 
•• • 
• 

•••• 
TITA~;tE~OURCES, L.P. 

ItO 

Lease Bonus 

ACOIJLSITL~~~~ER OF THE GENERAL LAND OFFICE 10/21 /98 
• • • 

• PAitAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 
• the State of Texas for Paid-Up Oi l & Gas Lease 

• •••• • dated 07/ 17/98 from the State ofTexas by Agent 
• • • • Joe Montgomery Brooks, dealing in his sole & separate 

• • : • • •: property, Lessor, in favor of Clay Johnson, Lessee, 

Checking Lease Bonus 

covering All of Sections 8, 9, 16 & 17, Block I 00, 
PSL Survey, Culberson County, Texas. 

89011 700 

002684 
4,320.00 

~320.00 

002684 
4,320.00 

4,320.00 



Ill fiN Ht:::>UUH vt:::>, L .l"'. or 

AC<;:lUISITI8~r~mn~~~~IEROF THE GENERAL LAND OFFICE I 0/21/98 
PARAGON #299:Lease Bonus 

••• • • • ••• 
•••• • • • •• • 
• 

• ••• • • • •• • 
• ·~l.ecling 
• • • 
• 

•••• 
Tl'f,....,_ lil~SOURCES, L.P. 

Lease Bonus 

Payment in fu ll 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 
Montgomery-Walker 1974 Trust, Charlone Walker 
Furman, Trustee, Lessor, in favor of Clay Johnson, Lessee. 
covering All of Sections 8. 9, 16 & 17, Block 100, 
PSL Survey, Culberson County, Texas. 

99011701 

A~fl.l!1~F1~~~~~JER OF T l IE GENERAL LAND OFFICE 10/21/98 
• • PARAGON #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 07117/98 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 8, 9, 16 & I 7, Block I 00, 
PSL Survey, Culberson County, Texas. 

99011 701 

~7,280.00 

002685 
17,280.00 

17,280.00 



1 11 1"'\1'1 n c:..:;,vunvc..,J, L . r • .,. 

ACQUISITICC~Kfrvh~~~~ER OF THE GENERAL LAND OFFICE 

PARAGON #~99 : 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 of Texas by Agent 
Montebev. Inc. Lessor, in favor of Clay Johnson. 
Lessee, covering All of ections 8. 9, 16 & 17. Block 

I 0/21 /98 002686 
17,280.00 

I 00, PSL Survey. Culberson County, Texas. 9 9 O 
11 

] O 
2 

••• . . . 
••• 
•••• • • • •• • 
C~cking 

•••• . . . 
•• • 

TITA~~S:>URCES, L.P. 

17C 

Lease Bonus 

ACQU.SIT~!()~f5~ER OF THE GENERAL LAND OFFICE 
• 

. L'WAGON #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 State of Texas by Agent 
Montebev, Inc. Lessor, in favor of Clay Johnson, 
Lessee, coveri ng All of Sections 8, 9, 16 & 17. Block 
I 00, PSL Survey, Culberson County, Texas. 

X 17,280.00 

I 0/21/98 002686 
17.280.00 

9901 1 702 

17,280.00 



1 1 1 /"\I 'll n c:...:>vunvc:.v, L . r"" . -

ACQUISITION CH ECKING 
C:OMMJSSIONER OF THE GENERAL LAND OFFICE 

PARAGON #299: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 of Texas by Agent 
Pearl Moore Carter, by Lee Wayne Moore, Trustee, 
Lessor, in favor of Clay Johnson, Lessee. covering 
All of Sections 8, 9, 16 & 17, Block 100, PSL Survey, 
Culberson County, Texas. 

I 0/21/98 

99011703 

••• • • • ... .... 
• • • •• • 

• 
•••• • • • •• • 

• 

)10 

Lease Bonus 

TITA~·~Mi>URCES, L.P. 

ACQUf~ftl~tc)~~ER OF THE GENERAL LAND OFFICE 
•••••• •PAAAGON #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 State ofTexas by Agent 
Pearl Moore Carter, by Lee Wayne Moore, Trustee, 
Lessor, in favor of Clay Johnson, Lessee, covering 
All of Sections 8, 9, 16 & 17, Block 100, P L urvey, 
Culberson County. Texas. 

I 0/21 /98 

99011703 

'/\2,160.00 

002667 
2,160.00 

2,160.00 



1 1 1 /"\I ,. nc:.vuunv~::v, 1-.r-. v 

AC(:lUISfTI8~~~~~~~~1ER OF THE GENERAL LAND OFFICE I 0/2 1/98 
PARAGON #299:Lease Bonus 

••• • • • .. , 
<;~c_c:ing 

• • • •• • 
• 

Lease Bonus 

TIT~N~iSOURCES, L.P. 
ACOO~IllC(!6~~~ER OF THE GENERAL LA 

ee _.}, A 
•. +'~-.nGON #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 State ofTexas by Agent 
Wayne Moore. a widower, Lessor, in favor of 
Clay Johnson, Lessee, covering All of Sections 
8. 9. 16 & 17, Block I 00, PSL Survey, 
Culberson County. Texas. 

/7o 99011704 

D OFFICE 10/21 /98 
Payment in full of 1/2 Lease Bonus Consideration due 
the State ofTexas for Paid-Up Oil & Gas Lease 
dated 07117/98 from the tate ofTexas by Agent 
Wayne Moore, a widower, Lessor, in favor of 
Clay Johnson, Lessee, covering All of Sections 
8, 9, 16 & 17, Block 100, PSL Survey, 
Culberson County, Texas. 

x l7,280.00 

002668 
17.280.00 

17.280.00 



... • • • •• • 
•••• . . . 

• • • 
• 

•••• • • • • •• 
• •• • • • •• • 

• 
•••• • • •••• 

• •••••• • • 



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-100186 
All of Sec. 8, 9, 16, & 17, Blk. 100, PSL 
Culberson County 

Dear Mr. Ready: 

Srephen F Auslm Butldtng 
1700 Nonh Congress Avenue 
Aus11n . Texas 7670 1· 1495 
(512) 463·500 1 

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-100186. Please refer to 
this number in all future correspondence concerning the lease. 

Your remittance of $17,405.00, 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, 

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

DR:MT:mrg 

Punteo on recyCled paper wrtn soybean rnk 





March 5, 2002 

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

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

VIA FEDERAL EXPRESS 

Re: Partial Assignment of Oil and Gas Leases (State) executed January 24, 2002, by and between Mobil 
Producing Texas and ew Mexico, lnc., Assignor and Pure Resources, L.P., Assignee, covering State 
Mineral Classified lands in Culberson County. Texas. 
Paragon Prospect o. 299 

Dear Mr. Reid: 

With reference to the captioned, enclosed please find the following for your files and further handling: 

I . Certified Copy of Partial Assignment of Oil and Gas Leases (State) executed on January 24, 2002, 
by and between Mobil Producing Texas and New Mexico, Inc., Assignor, and Pure Resources, L.P., 
Assignee, covering State Mineral Classified lands in Culberson Cowlty, Texas, which has been duly 
filed and recorded in Volume 81, Pages 173-180 of the Oil-Gas Records of Culberson County, Texas. 

2 . Pure Resources, L.P. Check o. 007926 made payable to the order of Commissioner of the 
General Land Office of the State ofTexas in the amount of$2,075.00, representing the required 
filing fee for handling this matter (83 leases x $25.00 per lease). 

Also enclosed for your information is a copy of the Exhibit "A" with the Mineral Classified Lease umbers 
included. Please acknowledge receipt of this letter and enclosures by signing, dating and returning one (1) 
copy of this letter in the enclosed self-addressed and stamped envelope. lf additional information is required, 
please do not hesitate to contact the undersigned. Thank you for your continued cooperation and courtesy in 
this matter. 

Very truly yours, 

Laura Thompson 
Land Administration 

LT/sr 
Enclosures 

RECEIVED THIS DAY OF ______ , 2002. 
TEXAS GE ERAL LAND OFFICE 

BY __________ __ 

Drew Reid ... . . . 
• • • • • • • • • • • • • . . ~ . .. . . 

500 West Illinois Midland, Texas 7970 I office.:' 97 s:.w'"s.86()(! . web: WWI;.1J~reresaurces . cam 



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

March 5, 2002 

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

VIA FEDERAL EXPRESS 

Re: Partial Assignment of Oil and Gas Leases (State) executed January 24, 2002, by and between Mobil 
Producing Texas and ew Mexico, Lnc., Assignor and Pure Resources, L.P., Assignee, covering State 
Mineral Classified lands in Culberson County. Texas. 
Paragon Prospect o. 299 

Dear Mr. Reid: 

With reference to the captioned, enclosed please find the following for your files and further handling: 

1. Certified Copy of Partial Assignment of Oil and Gas Leases (State) executed on January 24, 2002, 
by and between Mobil Producing Texas and New Mexico, lnc. , Assignor, and Pure Resources, L.P., 
Assignee, covering State Mineral Classified lands in Culberson County, Texas, which has been duly 
filed and recorded in Yolwne 81, Pages 173-180 of the Oil-Gas Records of Culberson County, Texas. 

2. Pure Resources, L.P. Check o . 007926 made payable to the order of Commissioner of the 
General Land Office of the State ofTexas in the amount of$2,075.00, representing the required 
filing fee for handling this matter (83 leases x $25.00 per lease). 

AJso enclosed for your information is a copy of the Exhibit "A" with the Mineral Classified Lease Numbers 
included. Please acknowledge receipt of this letter and enclosures by signing, dating and returning one ( I ) 
copy of this letter in the enclosed self-addressed and stamped envelope. If additional information is required, 
please do not hesitate to contact the undersigned. Thank you for your continued cooperation and courtesy in 
this matter. 

Ye1y truly yours, 

Laura Thompson 
Land Administration 

LT/sr 
Enclosures 

RECEIVED THIS DAY OF ______ , 2002. 
TEXAS GE ERAL LA D OFFICE 

BY ______________________ __ 

Drew Reid 
• •• • • • • • • • • • • • • • • • • • • • • •• • • 

SOQ West illinois Midland, Texas 7970 J_ -office:/] t'. t}8.86B~ • web: w.ww~retesoJJJces . com 
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