
# Lea seDate 
-----------

A Aug 19 1998 
B Aug 19 1998 
C· Aug 19 1998 
D Aug 19 1998 

Rentals: 

Lease ~ 
Admin: -fL-.~ 

Mineral .~ 
Maps: ~ 

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

72.19 ACTIVE 
72.19 ACTIVE 

6.56 ACTIVE 
157.50 ACTIVE 

STATE LEASE MF100201 

CONTROL BASEFILE COUNTY 

07-104162 103579 - REEVES / 195 

SURVEY 
BLOCK 
TOWNSHIP 
SECTION/ TRACT: 
PART 
ACRES 
DEPTH LIMITS 

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

PUBLIC SCHOOL LAND 
56 
00 
44 

315.00 
NO 

JOHNSON I CLAY 
Aug 19 1998 
5 yrs 
0.00 
0.00 
0.18750000 

. ... 

2 

0 

1 
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3 G'"'nl Lood Offi<o 
Rclloq uishmor Act Lu.se Form 
Revised, Scple:n bcr 1997. 

OI.L.M'W <.;AS u:.A.SE - · 

nn.s AGREEMENT is m.aCe md ent.ered into thU 19 d.ly of August 19 9 8 between. the Sw.: o!Tc:x.c., acting by 311d throt:gh its 
a.gent....__...lJKuP::..~W!L.....IlR..seL.J"i~O~otC!&!!i!a~b:!.=1!!::.:e=.-~T:...:!r:...:u=s~t=-.~;:.........!KC!;S~W:.._::R:.:.:e:::.v..:...:::o:..:c:..:a:=.:b=7-lc::e:...._;1::..:'r::...::u:..=s:...::t=-,~· ~a..a.n..,d'"-----'HL'-='""'H.__.R .... e"""-"'y_,o<->c...,a.._b=-=l~e=--T=-=-r-=u:..::s::...:t=----
------~~~~~-r~~~~--------------------~of ____________________ ~--~----------------~-----

550 B a ll e y Ave . I S n i te 3 0 2 . For t Worth Tex aa 76l07 s:Udag:.11 
(Give P=c:or Adc!r-c::ss) 

1 

herein referred to as the owner of the soil (whc-.hc::r ooe or core), and, ___ C~l~a~y~~J:..:o~hn~:.::S~O~D~-=-:-:----::::-::-:::-------
--------------------------~2~0L3~~Woc-.~· ~W~aL!l ~l~~s~n~i~t~e~~8~0~0L----------~of 

M i d l a nd , T e xa s 79701 
(Give Pc:manent Addre3.s) 

b.c:rt inafler tal I e d Lessee. 

I. G:K.ANI1NG CLAUSE. For ;md in coa.side.r;nloo of the lmOil.Dts st11cd below ;md of the covenants ;md a.gree:nmts to be paid. kt?t aod pcnom:cd by 
L=ee under this le~ the Sut: ofTc:us actiog by 30d through tl-.e owr.cr of the soil. bacby gr.mts, leases aod lets UllLO Lcssc:, for the sole and only p117p0se of 
p rospecting and drill ing fo r ;:nd producing oil and ~:n. laying pipe linel. building Un:c.s, stxlriog oil md builcftng power staticns, tdt;)booe linc..s and other stru~ 
then:on, to produce, save, t.llce c:~rc: of, tre.3.t and tranSpOrt said produru of the le=. the following la.ads siww:d :.n Reeves Counr:y, Stllc 
ofT c:xas, to-wi r: 

The N/3 1 5 a cres of the S / 5 6 0 acres of Section 44 , Blo ck 56 , 

Publ i c School Lan d Surve y . 

c:Qnuinin,&g _ __,3~1:...:5~--- a.c::-:s, more or lc::ss.. Toe bonu.1 consider:lticn paid for thU I= is 3S follows: 

••• • • • ••• 
•••• • • • •• • 
• 

To the St31.e ofT==--~O=!.n!..!..S:e'--T~o..h~o~u~sil..!d.a..!Jn~d~..,.E .... i...:.g:~.Jhl.£...!<t__.H-'-'u~n_,.d...,r...,e...,d..__.F,_;O""-"'U_.r...._,a.......,n..,.d,__7.L...><QCL/~l.._Q""-"Q'-------------------------
Collus (5 1 

1 
804 7 0 ) 

To the owr.er of the soi i:;__::O:...;n.;.e=-,.,...;T;...:h;..o=-;;u;.;s~a=-n:..:...::d:..,.....:E=-=i-=gl...:h..:..t=--.:..:H:...:u:..:n~d-=r....:e=-d=---=F....:o=-u=r---=a..:..n:..:....::d'--7:_0.:...:.../....:l:...;O:...O=-------_-_-_-_-_-__ -_-_-_-_ 
Don~ cs. _ _ ...-!:1'-oi,:....!A~o>!.4:!....!.. _.7...,o._____,> 

Total bor:uscocsic!.:~oo: Thr ee Thousand Six Hundred Nine and 40/100----- - - -- -
Coll zn (S. ___ ~3"'-L, .... 6 _,.0._9._ • ._4:;;u.<0 _ _ ) 

n~ ~1x:nus considerat:oo paid rep= ts a ben us of. ____ ..::F-;i~f~t~y!::-;;~a~n=d:._N:.:..::o~/~1:..:0::..0.:::....-_-__ -..,-.-:-;;--,-;-;:;---r-,-__ -_-_-_-_-_-_-_-__ -_-_-_ 
----::-:-~----------------Doll:us (S 50 .00 ) pcr a.c::-e,oo 72 . 1 8 81eta=s. 

•••••• 
• • 2. TER.\-t Subje~t to the other provisions in this !eJSe. this leJSe slull x fo r a ~rm of F ive ( 5 ) y ears from this dl.t.: 

(he:-ein called ";:aim;uy term•) and as loog thereai!er JS oil :md gas, or either of :hem, is producd in pay!ng quantities from said land. 
As.uu~~is lc:3Se. the term "produ=d io p;rying quantities• m: :ms ~the receipts from the ~e or other aurr.criz.:d ccrtlll'.erC:al use of the subsLlllc.:(s) cove:·ed 
ace~d out.of pocker opaatiooal c::cpe-..ses for the six montl-.s 1351 past. 

•••••• • • 
3 Del3~ Rentals If 011 or gJS in paying qu~nt1t1es IS not being produced from the prem1ses on the first ann1\'ersary date of this LeJSe and there Jre then no dnlling 
operations bemg conducted on the premises. then th1s lease sh:lll tcr.nina:e unless. (In or before such anmvers;u: date. Lesse: shall pa~. y, dm:ctly to th( O\\ncr of the so1l 
and a like amount paid or tendered to the CO~I:..IISSIO:-.:ER OF THE GE:-.:ERA.L LA:-iD OFFICE OF THE STATE OF TEXAS, AT AL'STIN, TEXAS. a dc!J~ rcntJim 
the ~mount specified in the follo"ing schedule multiplied b~ the number of acres then CO\'ered b~ this lease, "h1ch pa~ ment. "hen timelv made. shall conunue thiS kas: for 
a period of one ( I) addition~( )Car. In lik.: manner anJ upon p~~ment of the a.-nounts set out 1n the fo llowing schedule. this kasc may be ·further contmuc (or sccccssiH: one· 
year periods during the primary l(nll of th1s leas.: prov1dcd th:lt pa~ment is made on or before the a.,ni,ersary date 

Anm,·ersan Dat~ DeJa, Rencal per -\ere 
First S I 00 
Second S 1.00 
Th1rd S 16.6; 
Fourth S 16.6 7 

frue aAEi 6aFF86t 
copy of 

Original filed in 
Reeves County 

Clerks Off1ce 



. 4.. PRODUCTION ROYALTIES. Upon production of -.~ il :u1dlor gas. l:s~e agrc.es to pay or ~=se to be paid one-half(l/2) of the royalty 
prov1~ed for Ill this le:lSe to the Commiss ioner of the General Land Office of the St.a.te ofTexas., a: Austin. To:as, and one-half(l/2) o f rueh royalr:y to the OWtlcrof 
the SOil: 

(A) OIL Royalr:y ;>ayable on oil, whic:.!t :S defined as including all hydroc:ubons produc:d in a liquid form a: the mouth of the well :u1d also as all 
condensate, distillate, and other liquid hydrocarbons rewve:-ed from oil or gas run through a SCj:lara!.Cr or other equipme!lt, as here!na.lte: ;>rovided., shall be 

3 '16 par. oitll.: gross produc:ion or the marl:et value thc:reof';at the option of the owner of the soil or the Commissioner of the -
Ge neral L:llld Office, sue.'! value to be determined by I) the hlg.hc:s! pcstcd rricc:, plus premium, if:ln y, offered or paid for oil, conde:ua:.:., distillate, or other liquid 
hyd.rocatbons. respcc:tiYdy, of 3 like type at1d gr.tYiry in the gr:=:~.U a.rcJ whe:-e produced :u1d when run, or 2) the highest m:!.rlc::t price t.'l=f offc:ul or paid in the 
ge neral ar::1 w!:'-r: j)rodl.l~:d :u1d who run, or 3) &.e gross pr=C.s oft.'u: s.a.Je the:eof; whichever is the greater. ussee agr=--...s tha! before any gas produced from th 
le::sd premises is sold, used or p~...zed in a plant, it will be run ~of cost to the royalty owcen throug..IJ an ade quate oil .~nd gas scpan.tor of eonve:-~tionaJ r:ype, 

0
e 

clh: r equip::u: r: t a! least as e f!ic:ent, so that all liquid hydroc:lrbons recoverable fro m the gas by s~:c.h me;uu will be rewver.:d.. The re:;uir.:::oent tha! such gas be nm r 
through a separator or other equipment rrul)' be waived in writing by the royalty ownc110 upon such te:ms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including fl:lred g:IS), which is deflllCd as all bydroc::lr.xlns and gaseous subsunee.s not defmed 
:lS oil in subp~h (A) 3bove, produced from any well on said land (o:cept as provic!ed herein with respect to gas processed in a pl<lllt foe the c:xtraction of 
gJ.SOiiile, liquid bydroc.:ubons o r ot.ltc:r products) shall be 3/16 part o f the gross produdon o r the ma.rlc:: value th=f; u the option of the 
owner of the soil or the Commis.sionc::- of the Gcner.Ul..."lJld Office, su.:~ v~ue to be bas: d on the highest marlcct price paid or offe::t:d for ~:IS of comparable quality in 
the general area where ::;roduc:::d and when run. or the gross pric.: p::Ud or offered to the producer, whichever is the greater; provic!cd that the m:zximwn p~ base 
in measuring the gas under this lease shall oot at any time exceed 14.65 pounds per square inch ~lW. aod the standard b= tanpcralllre shall be sixty (60) 
degrees Fahrenheit, corre..'"tion to be made fo r pressure according to Boyle's L:lw, and fo r specific gr=ity according to tests made by the Balance Me !hod or by the 
n:ost :~pprovcd method of te3ting being used by the industry at the time of te3ting.. 

(C) PROCESSED GAS. Royalty on any gas p~ed in a gasoline pl<lllt or other plant for the recovery of gasoline or ot.lter liquid hydrocarbons 
shall be 3 I 1 6 p:ltt of the residu: g::.s and the liquid hydroc:.uboru extr.:.c<~d or the marlc:t value th=:cf, a: the option of the 
owner of the soil or t.'le eo."nT::.issionc:r of ~e Geaeral L<llld Offic.:. All royalties due herein shall be based on 01.e hundred pc~ce:n (j 00%) cf the total ;:I ant 
production ofresid~:c gas a:Iribuoble to zas produc.:t! fro1.1 th!.s le:l!:c:, and on fifty per...::-~t (~O~o), or that pc=.-nt :l.Cc::1ling to Lesse:, whic~ever is the gre3t:r, of the 
tot.:l.l plant prod:.Jction ofliquid hydn:x:.:lrbcns :utribuui::le to t.'le gas produce<! from this lease ; provided thai if liquid !lydroc:uO<lns are recovered from gas proc:ss:d 
in .J plant in whic~ Lc.s.se:: (or its par.:~t, subsidi::.ry or <:.Eili:u.:) owns an intcrest. then the perc:::tJ.ge appEC:lble to liqu id hyd.rocJ.rbons s.hall be ft.'zy percent (50%) or 
L':e highest ;>erc.:nt l c::ruing to 3 third par.y proc~sing g:IS th.rougb sue~ plant unde~ 1 precessing ag:-:::n< :tt oegotia:.ed at ::trm's le:1gt.'l (or if the:-e is no such third 
par.y, the highest pere::-~t then being spedr:erl in proc.:ssL1g ~::ne:1ts or cont:rac~ in the inc!ustry), whichev-:: is the gre:ue:. T;:~e :-e:spec:tive royalties on ~siduc g:IS 
and on liquid hydr:c:-ncns shall be d~: ·::~ined by l ) t.':e highe~ marlc:t pric: plid or offered fo r any g:JS (or liquid hy<!rcc:J.rtcns) ofcornpa.-:lble qualir:y in the 
general arc:~.. or 2) the g;-oss price paid Cf :>Ee:ed fer s<:ch residue g.as (or the weighted :IVerag: gross selling pric.: for the respe=:ive gndes of liqu~d hydroc:a.""Jons). 
whichever is the g:re:uer. In no event. however, s.hall the royaJcies payabie unc!er this pa.ngr:lph be less than t.'le royalties which t...ould luve bce:t due had th~"gas not 
bec::1 proc.:ssed. 

(D) OTd:ER ?RODUCTS. Royalr:y on c:u-Oon black, sulpl-:u · ~r 311Y other pro.iuc:s produc:d or m:muf:Jc:u.-: d fror.~ g:l.S (e::::cej)cing lic;i:id hydroc:Jrl:lor..s) 
~l!c'*"'!ri::Ud gas be ·c:J.Sing..'leaC, • ' drJ." or 311Y ot.'le~ gz.s, ~y fraction:.; ·. burning or any other ;m:c:ssios >hall be 13/1 6 p.ihoft.'le 
g..~~oduction of sue!! produc::s, or the mark: t value th=:eof, at the Oi · ~:! of the owne: of the soil cr the Cornmissicr.er of the Gc:ne:;;J L.;.nd Offic: , sue~ rrtarkct 
valoucl" ~ det: r:nincd as follows: I ) on t.'lc basis oftl:e h;ghest marlc:c pC:~c: of : :l.C!l product for the same mcnth in which such ?roduc: is prodJc: d, or 2) en the .. 
blstlltof ~c aver:Jge gross s~e price of eac.'l p roc!ue: for the same month in which such produc~ :JrC produced; wh:c!tever is the zr=r. 'i .or 

• 1 ~ 
• • • • 5. MINIMUM ROYAl. TY. During any year aile~ t.ie c:xpint.ion oi the primarJ ter:::l oflhis leJSe, if this le:lSe is ma.inuined !)y pr.::ductio"' the rOyalties 

pa!q, --~~~this lease in no event shall be :ess than an amount equal to the total annual del~· rental he-:ein providcd; othe:w\se , the:-: shail be due W!d payable on or 
before lhc.last day of the mont.i suc~eding the annivc!lary date of this le:lSe :1 sum equal to the total annual rental less the arooun[ o f royalties paid during the 
p~8lht~ear. l:fP:t~r:p-ph 3 ofthi:s lc::xse docJ not JpecifJ 11 d-111) te.tt:3J et.tettnt; then fo r the puflloses of this pa.ragraph., the d elay rental :unoun[ shall be one 
do llar.{Sl.OO) per ac: : . 

• • • • • • z;. R v Y AL rr IN KIND. Notwith.st.:lnding :my ot.ic: provision in this lease, ;u any time o r from time: to time, the owner of the soil or the Commissioner 
of th~ Gen~raJ Land OF.ic:: may, ;u lh::: option of either, upcn not less than sixry (60) days no tic.: to the holder of :he lea.se, r.:qui..re that the payment of any royalties_ 
ac::~~uch royalty owner under this lease be maee in kind. The owner of the soil's or the Commissioner of the C-e:-~e:-all...:lnd Offic:'s right to t:lk: its :cyalr:y m 
k:nd rhall n•ot diminish or neg:u.: the owner of the soil's or the Commissioner of the Gc:neral Land Office's rig.'lts o r Lessee's ol:iigations, whe!.!ler e;tpress or implied. 
u:1d:: t.'lis lease. · 

7 . NO DED{.;CTIONS. Lessee agrees th:u al l royalties ac:::ruing unc!cr this lease (including tho~ paid :n kind) shall be wit.IJcut :!eduction for the cost of 
proc~cing, gathe:ing, stcring. sc;:o.nring, tre:uing, dc.'lydr:u:ing, c:cmprc.s.sing, prce::ssing, tr:lll.Sport!ng. :111d oth~.se m:J.k:og tl:e oil, g:15 :!."!d other prcduc-.s 
here:mder reJdy for sale o r use. Le.s.se: agre-...s to compute <llld pay royalties on the gross val~;c n:c.:ived. including :u1y re:mburscme:~ts for ~crane.: t:ues ar.d 
production related costs. 

8. PL!uVi FUEL A..'fD RECYCLED GAS. No royalry shall be payable on any gas as may represent this lease's propcruoo:u.: share of any fuel used to . 
process gas proc!uced her::unde~ in any pro~~sing pl311t. N otwit.'lst:ulding 311Y other provision o f this lc::sc:, a.r.d subject co the wrirun corue:-~t o f the owner of&.~ soli 
and th: Commis:;ione: of the General Land Offic.:, !...esse: m:ty recycle gas for gas lift purposes en the leased pre:nises or ~or injection L,1o a.'"ly oil or gJ.S produc:ng 
fcrmJcion underlying the lc:lSed premises a;"; er the liquid hydrccubcn.s cont.:l.incd in the gJS have be: :t removed; no royalties shall be payable on the recycled glS 
until it is produced and sold or \:Sed by usse: in a manner whic:, e:~t i tl :s the royalty owne~ to a royalty unde: t.'lis le:lSe. 

9 . ROYALTY PA ThlE'iiS AND REPORTS . All royalties no[ tzke:-~ in kind sh:;lll:e paid to the Commissioner o f t.':e G:r.e:al L:lnd Office :U Austin, 

Texas, in the following manner. 

Payment of royal ty o n produc:ion o f oil and gJS shJ.II be as provided in tl;e rules se: fo r.h in t.ie Te.::as Re;is t.:r. Rules c~n:Jy provide that roplty _on oil is <!ue 
:~r.d muse be rec:iY:o in the General L:md om~ on or ·ce:"or: :i:e 5ui dJy of t.'lc se:;ond r.ocnt.'l suc~:cing the monL~ c f ;>rod~c:ion. a:1d ro~Jl!"J o n gJS IS dee. 311~ :.he 
rr.usc be re c: ived in the C"<::teral L~na Of!i~ on or beior: th: : 5th day of the se:ond month suc ::..:::dtng the mont.'! o r prvducuo n, :!.C::omp:m1ed by the Ji!i dJVll 0 . f 
o wner. manag : r or othe r Jutho riz:d :1.g;: :1t., ccmpl ecc d in t.'le :·orm :u1d manner prescribed by c..'lc G::te:-J.l L::nd Offke and shewing :he g:oss :uncunt 311d Jisp?s 1u~n. 0 

all oil :u1d gas produced and the m:ulcc:t v:Uue o f the oil ar.d gas, together w ith 3 copy o f :UI doc<:.-.:e~ts. rc :~rds or rc;:or-.3 conf:r.n ing :..'1: y cs.s produc:icn. dlsposmon 



. . 
and marltet value lncludin1 gas meter reading.s. pipeline receipts, ps UAe receipts -.d ocher chcdcs or memoranda of amount produced and put into pipelines, tanla 
or pools and gas lines or gas storqe, and any other reportS or records which !be OCDcral Land Office IIUY require to verify the gross production, disposition and • 

' marlcet value. In all eases lhe authority of a manager or agent to act for the Less« bcrcin must be filed in the General Lmd Offi=. Each royalty payment shall be 
accompanied by a checlc: stub, schedule, summaty oc other mnituncc advice showing by the assigned Gcncral Lmd Office lease number the amount of royalty be' 
paid on exh lease. Ifl..c.ssce pays his royalty on or before thiny (30) days after the royalty paymc:ot was due, then Lcs.su owes a penalty of 5% on lbc royalty or ~t~g 
$25.00, whichever is greater. A royalty p.yme:Dt which is over thirty (30) days late .shall accrue a penalty of ID--' of the royalty due or $25.00 whichcycr is~ 
In addition to a penalty, royalties shall accrue intaest at a ra1c of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue. • 
Affidavits and supporting documents which are not filed when due shall incur a pcn.alty in m amount set by lhe General Land Office a.dministntive rule which is 
effective on the d.w: when lhe affidavits o r supporting documents~ due. The Lc:ssee sh.all bear all responsibility for paying or causing royalties to be paid as 
prexribed by the duc dale provided bcrcin. Payment of the delinquency penalty shall in DO wa:y operate to proltibit lhe State's right oCforfeilllrc as provided by law 
nor act to postpone the dale on which royalties W'el'e originally due. 'Ille above pen.alty provisions shall not apply in cases of tide dispute as to lhe Slate's portion of 
the royalty or to that portio~ oflhe royalty in dispute as to fair marlc.c:t value. 

10. . (A) RESERVES, CON'nACfS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the Gc:ceral wd Office with 
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall turoish said Commissioner with copies of all cootraas under 
which 1as is sold or processed and all subsequent agrcemems and amendments to such cootraas within thirty (30) days aft.er entering into or malcing such contracts, 
agreements or amendments.. Such contnc:ts and agreements when received by the General Land Office shall be held i.a confidence by the: General Land Office unless 
otherwise authorized by Lessee. All other conttacts and records pc:uining to the productioa, tra:n.sporta.tion, sale and marlc:ting of the oil and gas produced 00 said 
premises, including the boolcs md a.c:counts., receipts and disclurges of all wells. t3nJcs, pools. metm, md pipelines shall at all times be subject to inspection and 
examination by the Commissioner of the Gencnl Land Offic:e, the Attorney General, the Gavernoc, or the: representative of any oftbem. 

(B) PERMITS, DRILI..ING RECORDS. Written notice of all operatioo.5 on this lease shall be submitted to the Commissioner of the GcncnJ 
Land Office by L=ee or opera1oe five (5) days before spud date, woricover, re-cntty, temporary abandonment or plug and abandonment of any well or wells. Such 
written notice to the General Land Office shall include copies ofltailroad Commission forms for application to drill Copies of well tats, completion reports and 
plugging reports shall be supplied to the General Land Office at the time they are filed with lhe Tex.u Railroad Commissio11. All applications, permits, reports or 
other fil ings !hat reference this lease or a.ny specific: weU on the leased premises and !hat arc submitted to the Texas Railroad Commission or any other govcmmcnuJ 
~&ency shall include the word •sw.e• in the title:. Additionally, in acGQrdaoce wilh Railroad Commission rules, any signage on the leased premises for lhe pwposc of 
identifying wells. tank baaeries or other as.sociatcd improvements to the lmd must also include the word ' Sw.e.• Lessee: shall supply the General Lmd Office with 
any records, memoranda. ac.counu, reports, cuttings and cores, or olha informarion rdative to the opcn.tion of the above-described premises, which may be 
requested by lhe Gc:ncraJ Land Office. in addition to those herein expressly provided for. Lessee shall have an dcctrical and/or radioactivity survey made oa the 
bore-hole section, from the base of the surface casing to the total dcplh of well, of all wells drilled on the above described prcmisel and shall transmit a true copy of 
the log of cacll survey on each well to lhe General Land Office wilhin ft.ft.een (15) days after lhe malcing of said survey. 

(q PENALTIES. Lessee shall incur a penalty whenc:'Ver reports, documents or olhcr materials arc not filed in lhe Genenl Land Office when 
due. The: penalty for 1111: filing shall be set by the General Land Office administrative rule which is effective on lhe date when the m.atcriw were due in the Gcncn.l 
LandOffice. ~ 

11 . DRY HOLEICESSA TION OF PRODUCTION DURING PRlMARY TERM. U: during lhe primary term hc:n:of and prior to discovery and production 
of ~I it 'as on said land, lessee should drill a dry hole or holes thereon, or if during lhe primary term hereof and after lhe discovery and actual production of oil or 
g;l!;.f/Qia the leased premises such production !hereof should cease from any cause, !his lease shall aot termin:u.c if on or before the expiration of sixty (60) days &Om 
da~ g'~mpletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next 
an"Vil-d$y rental in the same manner :u provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be 
completed and abandoned, or the production of oi1 or gas should cease for any c::1us~ U:ssec's rights shall remain In fi.l.ll force and effect without fut1bcr opcntio~4 
unti~ th~ppiration of the primary t.enn; and if Lessee has not resumed production in paying quantities at the cxpir:uion of the primary term, L:ssee may maintai~ this 
lea.e ~~ Cl!nducting additional drilling or reworicing operations pursuant to P;u-agr.Jph 13, using lhe C?rpiration of lhe primary term as the date of cessation of • 
pro<fuct.Jcin. under Paragr3ph 13. Should the fim well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
pri~Jm hereof; Lessee may resume payment of the annual rent.al in~ same manner as provided bcrcin on or before the rental paying date following the 
cxpir\tion ~fsixty (60) days from the due of completion of such shut-in oil or gas well and upon the failure to malce such payment, this lease shall ipso facto 
tenninhe. If at the expiration of the primary tcnn or any time !hereafter a shut-in oil or gas well is located on the leased p~. payments may be made in 
~~ith the shut-in provisions hc:n:ot: 

• • 
•••••tz, DRJLLING AND REWORKING AT EXPlRATION OF PRIMARY TERM: u: at the expiration oflhe primary tcnn, neilher oil nor gas is being 

produ~d olf said land, but lessee is !hen eng:~ged in drilling or reworking operations thereon, thU lease shall remain in fore: so long as opcr.uions on said well or for 
drilling or reworkiag of any additional well are prosecuted in good failh and in-woricmanlilce manner wilhout interruptions totaling more than sixty (60) days during 
any one such operation. and if they resul t in lhe production of oil and/or g~ so long therc:Jftcr as oil and/or gas is produced in paying quantities from said land, or 
payment of shut-ill oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKING. U: after the expiration of the primary term, production of oil o r gas from lhe leased premises, after 
once obtained, should CC3.Se from any cause. this lease shall not terminate if Lessee commence$ additional drilling or reworking operations wilhin sixty (60) days 
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in woricrnanlike manner without 
interruptions totaling more !han sixty (60) days. If such drilling or rcworicing operations result in the production of oil or gas, the lease shall remain in full force and 
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by law. If the drilling or reworking opera.tions result in lhe completion of a well as a dry hole, the lease will not 
tcnninate if the Lessee commences additional drilling or reworking operations within sixty (60) days after lhe completion of the well as a dry hole, and this lease 
shall remain in effect so long as lessee continues drilling or rcworldng operations in good faith and in a worlcrn:mlilce m:JMer wilhout interruptions towing more 
than sixty (60) days. Lessee shall give written notice to the Gener.l.l Land Office within thirty (30) days of any cessation of production. 

14. SHlir -IN ROYAL TIES. For purposes of !his p3t'a.g'r.~ph., "well" me311S any well !hat has been assigned a well nwnber by the sw.e agency having 
jurisdiction over the production of oil and gas. u: at any time .lfu:r the expiration of lhe primary term of a lease that. until being shut in, was being maint.ained in 
force and effect, a well c:~pable of producing oil or gas in paying quantities is located on the leased premises, but oi l or gas is not being produced for latk of suitable 
production facilitie3 or lack of a suitable matket, !hen Lessee may pay as a shut-in oil or gas royalty a.n amount equal to do uble the annual rental provided in the 
lease , but not less tha.n S1,200 a ye:u for each well capable of producing oil or gas in paying qu:lll titics. lfPwagmph 3 ofd1ls lt:tSe does not Sptclf'J a del s) ;u;..l 
lA:lO " R', •ba11 for the purposes of this pang.-aph, the delay renuJ amount shall be one dollar (SI.OO) per acre. To be e ffec tive, each initial shut·in oil or gas royalty 
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must be paid on or before: (1) the expiration of the prim.vy tenn, (2) 60 days alter the Lessee ceases to produce oil o r gas from the leased prcmise3. or (3) 60 days 
after Lessee completc:s a drilling or rcwofking opcntion in =rclance with the lease provisions; wruchc:"Yer date is latest. Such payment shall be made one-h4Jf(ll2) 
to the Commissioner of the Gcnenl Land Office and one-half(l/2) to the owner of the soil. If the shut-in oil or gas royalty is pa.id. the lease shall be considered to be 
• producing lease and the payment shall extend the tenD of the lease for a period of one year ti'om the end of the prinwy term.. or from the fun day of the month 
following the month in which production ceased. and, afta that, if no suitable production bl;ilities or suitable market for the oil or gas exisu, I..c:s.see may extend the 
lease for four more succ:c:ssive periods of one (I) year by paying the same amount each year on or before the expiration of each shut-in ye:u. . 

15. COMPENSATORY ROYAL TIES. u; during the period the lezse is lc:ept in effea by p2)"1Jletlt of the shut-in oil or gas royalty, oil or gas is sold and · 
deliv~d in paying quantities from a wen located within one thousand (1,000) feet of the leased premises and completed in tbe same producing reservoir, or in zny 
case JJI which drainage ~occurring, the right to continue to maintain the lease by paying the shut-in oil or p$ royalty shall cease, but the lease shall remain effettivc. 
for the remainder of the year for which the royalty has been paid. The Lessee m.zy maintain the lease for four more suecessive y= by L.cs..see paying compc~ry 
royalty at the royalty rate provided in the lease of the market value of production ti'om the well causing the dr:linage or which is completed in tbe .same producing 
reservoir and with.in one thousand (1,000) feet of the leased premises. 'The compens210ry royalty is to be paid monthly, one-half(l/2} to the Commissioner of the 
General Land Office and onc-half(l/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is 
produced from the well c.au.sing the drainage or that is completed in the ~e producing re:servoir and la<:ated within one thousand (1.000} feet of the leased premises_ 
If the compensatory royalty paid in any 12-month period is in an IDIOWlt less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
diff=ce within thirty (30) days from the end of the 12-month period. Compensuory royalty payments which are not timely paid will aeaue penalty and interest in 
accordance with Paragraph 9 of this lease.. None of these provisions will reli~e Le:sse: oftbe obliption of reasonable development nor the obligation to drill offset 
wells as provided in Texas Narural R=urces Code 52.113; howc:"Ya, at the detamina.tion of the Commissioner, and with the Commissioner's written approval, the 
payment of compensatory royaltiC3 can satisfy the: oblig.Uion to drill offset wells.. . 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, aftc:r a well producing or capable of producing oil or gas has 
been completed on the leased premises, Lessee shall exm:ise the diligence of a rc:lSOnably prudent oper.110r in drilling such additional well or wells as may be 
reasonably n=ary for the proper dc:"Yelopment of the leased premises and in marlceting the production thereon. 

(A) VERTICAL In the event this lease is in force and effect two (2) years after the exriration date of the prim.uy or extended term it shall then terminate 
as to all of the leased prcmise3. EXCEPT (1) 40 = rurrowtding eac.'l oil well capable of producing in paying quantitiC3 and 320 acres SUtTOunding each gas well 
capable of producing in paying quantities (including a shut-in oil ot gas well as provided in Paragraph 14 hereof), or a well upon which Lc:ssee is then engaged in 
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Re.source:s Code 52.151-
52.15J, or (3) such greater or I= number of acres as may then be aiJOQted for production purposes to a pror.uion wtit for eacll such producing well under the rules 
and regulations of the Railroad Commission ofTc::us, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective 
date of the panial termination provisions hereof; the applicable field rules arc changed or the well or wells I~ thc=on arc reclassified so tha.t len acre3ge is 
thereaftu allocated to said well or weUs for production purposes. this k~ shall thereupon term.inatc as to all acte3gc not thcreUter allocated to said well or wells for 
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, L=e shall nevertheless continue to have the right of 
ingress to and egress from the lands still subject to this IC3Se for all pusposes described in Paragraph 1 hereof, together with easements and rights-of-way for existing 
roads, existing pipelines and other existing facilities on, ova and across all the lands described in Pa.r.lgTilpb I hereof ("the retained lands"), for access to and from the 
retained lands and for the gathering or transportation of oil, gas and other minet:lls produced from the retained lands. 

• •• l 

• • • • • • (B) HORJZOI'IT AL In the c:"Yent this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further 
te~. as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in each weiiJOQted on a.creage retained in Paragraph 16 (A) 
a!~~ 1111less on or before two (2) yc=s after the primary or extended t.enn Lessee p3ys an amount equal to one-half (112) of the bonus originally paid as 
cons¥!eration for this lease (as specified on page I hereof). If such amowtt is paid. this lease shall be in force and effect as to such deeper depths. and said 
te!Ti~r.lon shall be delayed for an additional period of two (2) years and so loog thcre:Uta as oil or gas is produced in paying quantities from such deeper depths 
co.,i~~ !1~ this lease:. ·• 

• •! • • • ~C) JDENTIFICA TION AND FTLING. The surface acreage retained hereunder as to each well shall, as nearly as practical. be in the form of a square with 
the weJlloc.ated in the center thereof: or such other shape as may be approved by the Commissioner of the Gcnct:ll Land Offic:.e. Within thirty (30) days aftu partial 
tcrmina.~io~ of this lease as provided he:rcin. Lessee shall execute and record a release or releases containing a satisfactory legal dc:scriptioo of the la'e.age and/or 
depil¥ew~t ~tained hereunder. The recorded release. or a ccnified copy of same, shall be fil ed in the General Land Office. accompanied by the filing fee prescribed 
by th~ Gen~ral Land Office rules in effect on the c!.a1c the release is filed. If Lessee fails or refuses t.o execute and record such release or releases within ninety (90) 
day~~~ing requested to do so by the General Land Office. then the Conunis.sioner at his sole discretion may designate by writtl:n instrument the aange and/or 
depth! to ~released hereunder and record such inst1Ument at U='s expense in the county or counties whe:rc the le~ is located and in the official records of the 
General Land Offit:e and such designation shall be binding upon L.es.see for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rentals. nor royalties paid. or to be paid. under this leJ.Sc shall relieve Lessee of his obligation to protect 
the oil and gas under the above-described land from being drained. Lessee, sublessee. re~iver or other agent in control of the leased premises shall drill as many 
wells as the facts may justify :llld shall usc appropriate means and drill to a depth neec:ssary to prevent undue drainage of oil and gas from the leased premises. In 
addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises. or in any case where the leased premises is being 
drained by production of oil or gas, the Lessee. sublessee. receiver or other agent in control of the leased premises shall in good faith begin the drill ing of a well or 
wells upon the leased premises w ithin 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the 
soil 's agency rights to forfeiture. Only upon the determinar.ion of the Commissioner of the General Land Office and with his wriaen approval may the payment of 
compensatory royalty under applicable stan.llory parameters satisfy the obligation to drill an offset well or wells requin:d wtder this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort. lessee is prevented from complying with any express or implied covenant of this l e~. from 
conducting drill ing operations on the leased premises. or from producing oil or gJ.S from the lcJ.Sed premises by reason of war, rebellion, riots, strikes, acts of God. or 
3t'IY val id order. rule or regu13tion of gove:nment authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee 
shall not be liable for damages for failure t.o comp;J with such covenants; additionally, this lease shall be ex-tended while Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from producing oil or gas from the lcJ.Sed premises. However, nothing in this para.g.raph shall suspe~d the . 
payment of delay rentals in order to maint.:Un this leJ.Sc in effect during the primary term in the absence of such drilling o r reworking operations or producuon of Oil 
or gas. 
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.. 
19. WARRANTY CLAUSE. The owner of the soil W31T31lts and agrees 10 defend title 10 the leased pn:m~ If the ownCT of the soil defaults in 

payments owed on the leased premises, then Lessee rn.3Y redeem the rights of the ownerofthe soil in the lc3scd pn:.rnise.s by paying any lDQrtgage, taxe.s orolhe I' 
on the leased premises. If lessee makes payments on behalf of the owner of the soil under this patagJ"'Iph, l=e IJ\2Y recover the cost of these payments from ~eru 
rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less thm the entire undivided~ cstau: in the above 
~=ibed I an~ wh~~r .o! ~ot Lessee's interest is specified ~ere in, th~ the royalties and ren~ herein provic!.e~f: 10 be ~d 10 the o~er of the soil3hall be paid 10 him 
iJ'j tho. prop.:~rllou wua~cauu miCt'CSt bears to the-enure undiv1ded surface CSU1e and the ~ucs and rental herem prov1dcd 10 be p&d to the Commissioner of !he 
General Land Office of the StaLe of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due 10 the Coltllt1Wioner of 
the General Land Office, Lessee or his authorized repn::sent.ltive must submit 10 the Commis3ioDCT of the General Land Office a written sta1cment wbich explains the 
discrepancy betwa:n the ~t.cre;St purportedly lnsed under this lease and the acrual intereSt owned by the owner of the soil. The Commissioner of the Genc:ral Land 
Office shall be paid the value of the whole production allocable to any UDdividc:d int.erest not CQVcred by a lease.. Jess the proportiona.t.e developmau and produttion 
CQst allocable 10 sucb undivided int.en:.st. However, in no event shall the Commissioner of the Gc:ncral Land Office receive as a royalty on the gross production 
alloc:lble 10 the undivided inll:te$t notl=d an amount less than the value of one-sixteenth (l/16) of such gross. production. 

{B) REDUCTION OF PAYMENTS. u: during the primary t.enn, a portion of the land covered by this lease is Included within the boWldaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in a.ccorrhnce with Na.tunl ResoUI"Cd Code S«tioM S2.15l·S2.1S4, or 
if; u any time after the expiration of the primary term or the c:xtended term, this lease covers a lesser number of acres than the total amount described herein. 
payments that are made on a per IJa'C basis hereunder shall be reduced according 10 the numbc:T of= pooled, released, surrendered, or otherwise severed, so that 
payments determined on a per IJa'C basis under the terms of this I~ during the primary tenn s.hall be calculated based upoo the number of ac:rcs outside lhe 
boundarie3 of a pooled unit, Of', if a.ftu the expiration of the primary t.e.nn, the number of acres actually n:Wncd and covered by this 1=. · 

21 . USE OF WATER. l..e53ee shall have the right 10 use water produced on said land necessary for oper.uioM unda this lc.3Se exa:pt ~r from wells or 
tan.1cs of the owner of the soil; provided, bowever, l..es3ee 3hall not use potable wa1c:r or water suitable for livestoclc Of' irrigation purposes for wattrflood opcrarioM 
w ithout the prior COMent of tbe owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owna of the soil for damages =d by its opcr.uions to all persooal property, improvements, 
livestoclc and crops on said land. 

2J. PlPELINE DEPTH. When requested by the ownet" of the soil, Less~ shall bwy its pipelines below plow depth. 

24. WELL LOCATION UMIT. No well shall be drilled nca11:r than two hundred (200) feet 10 any house or bam now on said pn::miscs without the 
written coMCnt of the owner of the soil. 

~ ... 
25. POLLUTION. In deveJoping this area, Lessee shall use the highest degree of care and all proper safeguards 10 prevent pollution. Without lillliting the 

foregoing, pollution of coastal wetlands, na.rural waterways, rivers and impounded w:ua shall be prevent.ed hy the usc of oontainment facilities sufficient 10 prevent 
spillage, seepage: or g.round wato:r contamination. In the event of pollution, Lessee shall use all means :u its disposal to recap run: all C3capcd hydrocarbons or oUter -.. 
pollut:lnt and shall be responsiole for all damage to public and priva:tc: properties. Lessee shall build and maintain fences around its slush, sump, and dr.Unage.pits 
lUll! ~llJaneriC3 so as 10 prot.ect livestoclc: against loss, damage: or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all 
siU!b t!l'ts and cellars and complet.ely clean up the drilling sit.e of all rubbish thereon. Lessce shall, while conducting opcr.ltions oo the leased premises, keep said 
pr;tnit! tree of all rubbish, c:uu, bottla, paper cups or garbage.. and upon completion of operations shall reston: the surface of the land to as near its original • ~ 
con41ition"and contours as is practic:lble. Tanks and equipment will be kept painted and presentable . 

• 
• • • • • 26. REMOVAL OF EQUIPMENT. Subject 10 limit.ltioa.s in this parag.rapb, Lessee shall have the right 10 remove machinery and flXtlln:.S placed by 

Le~~· the leased premises, including the right 10 draw and remove casing. within one hundred twenty (120) days after the expiration o r the termination of this 
lease unles the owner of the soil grants l...essee an exteMion of this 120-day period. However, ~e may not remove casing from any well c:~pable of producing oil 
and' &~'I~ ;aying quantities. Additionally, Lessee may not draw and remove c:uing until aft.eT thirty (30) clays wrinen notice 10 the Commis3ioncr of the Gcner.il 
Land Qffice and 10 the owner of the soil. The owner of the soil shall become the owner of any mac.'linery, fixnu-es, or casing which are not timely removed by Lessee 
under the tqms of this parag:raph. 

•••••• . . 
~7. (A) ASSIGNMENTS. Under the conditioM contained in this paragraph and Paragraph 29 of this lease.. the rights ;and esta.t.es of either party to this 

leas• :-1~ assigned, in whole or in part, and the provisioM of this lease shall extend to and be binding upon their heirs, devisees, legal representatives. successors 
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligouiollS of Lessee, diminish the rights, privileges 
and e.sut.es ofl.ess'ec , impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
division in ownership of the land, rentals, o r royaltia shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his he ill, devisees, legal 
rcpresentaLives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a 
certified copy of such original) when the ownership changed~ of a conveyance. A total o r partial assigrunent of this lease shall, to the ext.eot of the intereSt 
assigned, rel ieve and discharge l...essee of all subsequent obligations under this lease. If this lease is assigned in its entirety as 10 only palt of the: acreage, the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according 10 the area of each, and failure by one or more of them 10 pay his share of 
the rental shall not affect thi.s lease on the p:ut of the land upon which pro rata rentals are timely paid or t.enden:d; however, if the assignor or assignee does not tile~ 
certi tied c:Qpy of such assignment in the General L:md Office before the next rental paying d:u.e, the entire lease shall tcnninat.c for fail w-e 10 pay the entire rental due 
under Paragnph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penaltie3 owed 10 the Sta.t.e by the original lessee or any 
prior assignee of the lease, including any liabilities to the Stat.e for unpaid royalties. 

(B) ASSIGNMENT LIMIT A n oN. Not:withst:lnding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in pa:t by 
assignment without the prior written approval of the Convnissiona of the General L:utd 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 tn:at.ed as if it were roadc: 10 the owner of the soil if the: assign~ is: 

(I) a nominee ofthe owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of !he soil; 
(5) a partner or employee in a partnership which is the owner of the soil; 
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executOr, admilli.stntor. receiva, or coruervatoc for the 
owna of the soil; or 
(7) a family member of the owner of the soil or rela..t.ed to the owner of the soil by llW'Iiage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragnph and Paragraph 29, Lessee IU)' at any time execute and deliver to the owner of the so·r 
and place of record a release or releases covering any portion or portions of the leased premises, and thacby sum:ndcr this le3$e ;u to such portion or ponions, and~ 
relieved of all subsequent obligations as to acreage surrendered. If my part of this lease is properly SUlTCildered, the delay rentll due under this lease shall be reduced 
!ly t.'le proportion that the sum:ndercd aCi:.age bears to the acreage which W3S covered by this I= lmmcdia.tcly prior to such surrender; however, such release will 
not relieve Lessee of any liabilities which may have aec::ued undcr this lease prior to the surrender of such xn:age. 

29. FI.UNG ~ASSIGNMENTS AND RELEASES. lfal.l or any part of this lease is assigned or released, such assig:r:uncnt or release must be recorded in 
the county where the land is situa.tcd, md the =rdcd instrument, or a copy of the recorded i.nstrumcnt certified by the County Clerk ._ .. 'le county in which the 
instrument is recorded, must be filed in the General Land Office within 90 days of !be last cx=tioo date accompanjed by the prc:sc::ibcJ filing fee. lfany such 
assignment is not so filed. the rights acqu.ired under this lease shall be subjca to forfeiture at the option of the Commissioncr of the Gctlcnl Land Office. 

30. DISCLOSURE CLAUSE. AU provisions pertaining to the I= of !be abovc·desai'bed land have been included in this instrument, including the 
st:ll.cment of the true considention to be paid for the execution of this lease and the ri&hts and duties oftbe parties.. Any collazaal ag:rc=ents concerning the 
development of oil md 1as from the leased premises which arc oot contained in this lease rcnda this I= invalid. 

Jl. FIDUCIARY DUTY. The owner of the soU owes the State a fiduciary duty aod must fully disclose any facts affcc:ting the St:uc's interest in the leased 
premises. When the interests of the owner of the soU conflict with those of the Stale, the owner of the soil is obligmd to put the St.atc's interests before his pezsonal 
interests. 

32. FORFEITURE. If Lessee shall fail or refuse to malce the payment of any rum within thirty days after it becomes due, or if Lessee or an authoriud 
agent should knowingly make any fal$e return or false report concerning production or drilling. oc if Lessee shall f.u1 or refuse to drill any offset well or wells in good 
faith as required by law and the rules and regulations ad<lpt.cd by the Comm.issioner of the General Llnd Office, or if Lessee should fail to file repons in the manner 
required by law or !ail to comply with rules and regulations promulgated by the General Land Office, the School Llnd Board. or the Railroad Commission. or if 
l..c.ssee should refuse the proper authority a.c:cess to the records pertaining to operations, or ifl.es.see or an authorized agent should knowingly fail Of refuse to give 
correct information to the proper authority, or knowingly fail or refuse to furnish the Gencr.U L1nd Offic:: a correct log of any well. or if Lessee shall knowingly 
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is DOt filed in the: General Land Office as required by law, the rights 
acquired under this le3Se shall be: subject to forfeiture by the Commissioner, and he shall forfe it same wbcn sufficiently informed of the facts whic!l authonu a 
forfeiture, and when forfeited the area shall again be subjcc:t to lease under the: terms of the Relinquishment Act. However, nothing herein shall be construed as 
waiving the autom atic termination of this lease by operation oflaw or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this 
lease 3/ld all rights thereunder reins wed before the rights of another intc:-•cne upon ~factory cvidenc:: to the Commissionc: of the General Land Office of future 
compliance with the provisions of the law and of this leoue and the rules and regulations tha1 may be adopted relative hereto. 

33. UEN. In a.c:cordance with Texas Natural Resources Code 52136, the State shall have a first lien upon all oil and gas produced from the area covered 
by this leJ.Se to secure payment of all unpaid royalty and other swns of :noncy th.a.t m.1y be ell me due under this lease. By ~ept.:10ce of this le3Se, Lessee grants the 
S!ftr. frf~dition to the lien provided by Texas Natural Resources Code 52.136 and any othc::- applicable statutory lien, an express contr:ICtllallien on and security 
in~ tn alllcoued minerals in and extracted from the leased premises, all p~ds which may acaue to Lessee from the sale of such leased minerals, whether such 
pro•e!t:ftve held by l..c.ssee or by a third party, and all f1XtUrCs on and improvtments to the IC3$ed premises used in connection with the production or processing of 
su~lit lil:asdl minerals in order to sccW'C the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or 
loss tlaat Lessor may suffer by reason of Lessee's breach of any covenant or condition of this leoue, whether express or implied. This lien and security intaest may be 
fore~u:: ... ~th or without coun proceedings in the manner provided in the litle I, Chapter 9 of the Texas Business and Commeru: Code. Lessee agrees that the 
Co~ner may require Lessee to c:xec:ut.c and =rd suc:b instruments as may be reasonalfly necessary !D acknowledge, atta.c:h or perfect this lien. U:ssc:e hereby 
represents lhat there arc no prior or superior liens arising from and relating to Lc:ssu's activities upon the above-descnDc:d property or from Lessee's a.c:quisition of 
th~lst• lhould the Commissioner at any time determine that this reprcsent.ation is not true, then the Commissioner may declare this lease forfeited as provided 
herein .• 

• 
•: • • ~- POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this le3Se with 311Y other leasehold 

or mineral i~crest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land 
Boanl:"lf ftt: Commissioner of the General Land Office for the pooling or unitizing of the interesl o f the Stat.c under this lease pursuant to Texas Na.tur:l.l Resources 
Code 52.151-52.153. The owner of the soil agrees th:u the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natur.ll 
Resouru:s Code 51.15.2. 

35. INDEMN11Y. Lessee hCTCby releases and discharges the Stale o fTexas aEd the owner of the soil, their officers, employees, panners, agents. 
con tractors, subcontractors, guests, invitees, and their res pective successors and assigns, of and from all and any a.c:tions and causes of action of every nature. or other 
harm, including cnvironmentll harm, for whic:b recovery of damages is sought, including, but oot limited to, all losses and expenses which are caused by the 
activities of Lessee, its officers, employees, and agents :uising out of; incidental to, or resulting from, the operations of or for~ on the leased premises 
hereunder, or that may :uise out of or be occasioned by Lessee's bre:u:h of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable 
act or omission of Lessee. Funher, Les.sec hereby agrees to be liable for, c:xoncra..t.e, 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 otllc:r harm for which recovery of damages is sought, under 3/lY theory including tort, contT3ct, or strict liability, including attorneys' fees 311d 
other legal expenses, including those: relilt.cd to environmental hazards, on the leased premises or in any w:ry related to Lessee's failun: to comply with ar~y and all 
cnv ironmenta.J laws; those arising from o r in any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from 
Lessee's use of the surface of the leased premises; and those th3L may arise out of or be occasioned by Lessee's breach of any of the terms or provisions o f this 
Agreement or any other act or omisSion of Lessee, its directors, of!ic;(:rs, employees, panners.. 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 
Te -:: as 3/ld the owner of the soil, their offi~rs. employees. and agents in the same m:lllllc:r provided above in coMection with the activities of Lessee, its officers. 
employees, and agents as described above. E..,XCEPT AS OTIIERWISE EXPRESSLY LIMITED HEREIN, ALL OFTiiE L'-"DE:\INITY OBLIGATIONS 
AND\OR LIABILITIES ASSUMED ti1'iD ER THE TERMS OF THIS AGREEM EI'<I SHALL BE WITHOUT LIMITS A.'<l> WITHOUT REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLI..'DrNG PRE-EXISTING CONDI:lONS), STRlCT LIABILITY, OR TifE NEGLIGENCE OF ,\.~Y ?ARTY 
OR PARTIES (INCLUDING THE NEGLIGENCE OF TifE INDEMNIFIED PARTY), WHETHER SUOJ NEGLIGENCE BE SOLE, JO!Xf, 
CONCURREI'IT, ACTIVE, OR PASSIVE. 

.. 



36. ENVIRONMENTAL HAZARDS. less« shall use the highest degree ofQt'e and all rusonable safeJUard.s to prr~ent contamination or pollution f · 
~y envirorunenul medium, including soil. surface waters, voundwal.cr, sediments., and surface or subslll'face strata. arnbiC.Dt air or any other environmellb.l Wdi~ • 
Ill, on, or under, the l~d pre~ by any waste, pollutant. or contaminant. Lessee shall not bring or permit to remain on the leased prcmisc:s any oubc:stos 
containing materials, c:xplosiv~ toxic: mauriah, or substance::~ rcgulakd as haz.vdous wastes. hazardous material$, hnmlous substa.n~ (as the tum -li.azudous 
Substance~ is defined in the Ccmpn:hensive Environmental Respo~ Compensation and Uability Act (CERCLA), 42 U.S. C. Sections 9601, c:t seq.). or toxic: 
subsunc:~ under any fed en!.,~ or loa.! law or regulation ("H<:zardous Ma.tc:riah"). except ordina.ry- products commonly us.ed in connection with oil and gas 
exploration 3lld development opc.ra1ions and stored in the usual manner and quantities. U:.SSEE'S VIOLATION OF THE FOREGOING PROHJBffiON 
SHALL CONSTJTtTT'E A MA TE.RlAL BREAOJ AND DEFAULT HEREUNDER A;'I,"D LESSEE SHALL. ll'{lJi..\iNf.r~ r·, FiOLD iiAR.).IJ..L.SS AND 
DEFEND THE STATE OF TEXAS A.'lD THE OWNER OF nn: SOIL FROM A."'D AGAINST ANY Cl..AD-LS, DA..'\UGES, JUDGMDrrS., PENALnES, 
LIABILITIES, AND COSfS (INCLUDING REASONABLE ATIOR.''iEYS' FEES AND COURT COSfS) CAUSED BY OR ARISING OliT OF (I) A 
VIOLATION OF THWOREGOING PROWBffiON OR (D) nn: PRESENCE, RELEASE. OR DISPOSAL OF Aj'iY HAZARDOUS MATI:.RIALS ON 
UNDER. OR ABOUT l1iE LEASED PRL~ES DURING LESSEE'S OCCUP A."'CY OR CONTROL OF THE LEASED PRE:'\'llSES. LESSEE SHALL • 
CLEAN UP, REMOVE, R.E."tfEDY .All. "I> REPAIR A."fY SOIL OR GROUNDWATER CONT A.'.UNA TION A."'D DA.'rlAGE CAUSED BY THE 
PRESE.'ICE OR RELEASE OF A."fY HA.'LUU>OUS MATERIALS IN, ON, UNDER. OR ABOUT THE LEASED PRE..'\ USES DURING U:SSEE'S 
OCCUPANCY OF THE LEASED PRDfiSES IN CONFORMANCE WTm THE RLQGIRL'rfENI'S OF APPUCABLE LA. W. THIS 
INDE.\iliOFICA TION A."'D ASSUMPTION SHALL APPLY, Bur IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS VNDERT AKE."1 
PURSUANT TO CERCLA O R ANY OTHER ENVIRONMENTAL LA. W OR REGULATION. LESSEE SHALL IM.\IEDIATEL Y GIVE THE STATE OF 
TE.."US AND TiiE OWNER OF THE SOU. WRITrEN NOTICE OF ANY BREACH OR SUSP.Ecn:D BRL\CH OF THIS PARAGRAPH. uPON 
LEA.R.~ING OF THE PRESENCE OF .ANY HALUU>OUS MATERIALS, OR UPON R.ECEJVING A NOTICE FROM A."fY GOVER."'ME:.'','TAL · 
AGENCY PERTAINING TO HA.ZARDQUS MA TERLU.S WHICH MAY AFFECT THE I.L\S£D PR.E."IJSES. THE OBUGA TIONS OF LESSEE 
HEREUNDER SHALL St.'RYIVE THE EXPIRATION OR E.A1U.IE.R TE.R.'.UNA TION, FOR ANY REASON, OF THIS AGR.EL"r!ENN'. 

37. APPUCA.BLE LAW. This lease is issued under the provisions ofTexas N3Nral R== Code 52.171 through 52.190, commonly known a.s the: 
R.c:linquishmc:nt Act. and other applicable starutc:3 Mid ;amendmeniS then: to, and if any provision in tbis IC3Se doe.s not conform 10 these SWlltes, the Stan.Jtes will 
prr~ail over ;my nonconforming le;1.5c: provisions. 

38. EXECUTION. This oil OUJd gas IC3Se must be signed and acknowledged by the Lessee before it is filed of record in the county rc~:ord.s and in the 
General Land Office of the Slate ofTc:xas... Ooce the filing requirements found in Paragraph 39 of this lc=c: bave l=:n .satisfied. the effective date: of this leuc shall 
be the douc: found on Page l. · 

39. LEASE FILING. Pum1ant to Ch.1.ptu 9 of the Tex;u Business and Corrunc:rc.:: Code, thi.! lease must be: filed of record in the office of the County 
Oc:rk in any county in wbich all oc any pazt of the le:ucd premises is IOC.1ted. ::uxl certified co pi~ thereof must be fLied in the General Land Office. This l=e is not 
effective until a c.::nilic:d copy of this le~ (which is made and ccnified by the County Clerk from his records) is filed in the General Land Office in acctlrd:!llc: with 
Tex;u N:uur:ll Reso=s Code 52.18.3. Additionally, this lease shall not be binc!ing upon the State: unless it rec:itc:3 the acrual and true coasi<!er.llion paid or promised 
for execution of this leoue. Tne bonus due the: State: and the prescribed filing fc:: shall ac=cmpany suc:h certified copy to the General Land Office. . "' 

* See Exhibit "A" 

••• • • • • •• 
• •• • • • • •• • 

id;rl lease provisions. 

• TTIL£=·------------~-------------
DATE:. __ 1.L..·...!:::&fl:::__.,;:)=.~i8 __ -"----

... 
• ••• • • •••• 

;Bysr:= ~ J If_· 
-K-~-~-~~h-wal-=--t...::r::::..i_pL.:.~=~....:......;~-o-if_t_he __ 

KPW" RevocabJ.e Trust 

Date -_ _ _/..r_~_c.~y-_--J...5.U...Y----

STATI: OF TEXAS. 
' I 

BY: • 
Indiv idually and as :~gent for the St:1te ofTexas - ' 

Tax ;IDII=- ..... ~ 
0~=--------------------~-------------

STATI: OF TEXAS 

True and 6eFFS6t 
copy of 

Original filed in 
Reeves County 

Clerks Office 



STATE OF l .J'}(.CLS 
COUNTY 0-F~~:m~~--~.....,ca:_-o;a_-_-:_-_-_-_-_ 

BEFORE ME, the: undersigned :wthority, oo this <by personally appc::a=I. ____ Ci.;;.__~--t1-~f1"""'hnson"""""_'""""'""'->o"-'-_;._------
known to me to be the person who.sc name is subsaibcd to the fore&O~g :mt. ... .J.O.._~=================================:=trf' 

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~d~~~dto~~~=c:~~h~e ·' 
for the: purposes and c:onsidcr.ltion therein cxprc:s.scd, in the c::pacity stated. md as the act and deed of laid COI'pOratial.. · 

Given unde: my ~d and sc:al of offia: this the 2 ~ day o( 19 Cj ~ . 

r:~~~ MONICA MARLOWE · 
t ' :1~")~ NOTARY PUBLIC owyPublicinandfor_..L..J.~=.x....~---
•, · J..,\Jt:~ "'., State of Te.(as · 

STATE OF ~~ .. ..,·<\l"l ~ I""'V"\. roun~ 
--.....;;~:..=~=;;..._ _ ___ _ · :...· ~·;· .• ,~y Comm. Exp. 10-30-99 ~~A~ ..... , ··--~··~··' 

COUNTYOF ::LA RKA tvT -~·~ 1!1"¥ ., •• 4 • • 4 • • •• • ,~ 

BEFORE ME. the undC'T3igned authority, on this day personally appeucd ~~ L. Hanna 

known to me to be the person ...mo,c n.;unc is suln c:ribcd to the foregoing instrument. as_---"Trustee~......,""""=-------------·Of 

MIR Revocable Trust and 3cl:Dowledged to me thnt be ac:cutcd the l ame 
-;:fo:-:r-::th::-e-p-urpo-""'scs=:l.ll;:_d-7-c:o.;,;;;...;ru-:i=-:;dcr.w:..:::·~on~th-c:rc,;;__;...in~cxp:..::....:_rcs:sc:_--:-d,-:in--:-th-c-cap-a-:ci-ty-s-ta.te--:d.-an--:d-as-th::--e _a.c:t_:l.ll_d;-d-;-cetf-:-o-:f;-w-:.-;-d -==~ trust . 

Gi• <n ~du my lw>d ~• ~"'of offi~ <hU .,./]3~ day of S 'L ~:9_1]{ 
~-=l{~o( 

Notary Public in and for STitT( Of 1£Xd:5 

STATEOF ____ TEXAS _________ _ (IN"DrvtDUAL ACJOIOVfLEIXiMDrr) 

c;v~oF :CA'i<.RANT 
••• 
u• • • Before me. the: undersigned authority, on this day ~onally appc:m:d Michael S . 'W;l.ltrip, Trustee C"f t he 
',, • • MSW RevocabJ.e Trust H 

known to me: to be: the: personl whose names are subscribed to the: foregoing in.strurnc:ot. and aclclowledg:d to me thallhc:y ac:cutcd the same for the purposes and 
co~on therein expr=c:d. 

'••• •: Givcn un~~~~~~~¥4L....__i£_O_d•yoC~·(j?- £.12 ~·- 9r/ 
. ·::": ~ .f( f{(Qy.)QAo{ 

.. ,,: NotaryPublicinand for f2T/t/(. Of Tf'lft $ 
• • I;. 

• •••••• 
STA-rE 0~ TEXAS 

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

COUNTY OF_-YI...:........:..A...L.R.Jo,.J'i?A....;x....J..!-,;:AI...L.T __ _ 

(INDMDUAL ACK.'lOWLEDGM.ENT) 

Before me:, the undersigned authority, on this day personally appc:m:d Kenneth Wa.l.f:rip, Trustee of the 
RFW Reyoc:able Trust 

bown to me to be the pcrson3 whose names arc subscribed to the foregoing instrumc::Jt. and aclclowlc:dg:d to me that lhc:y a ecuted !he: s3llle fo r the purposes and 
consideration therein expressed. 

''"'cttf:!t:t;~ ~~rJ 1 
cJ 

Notary Public in and for t;!ATf of lf.X8:5 

True and 6emest 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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"EXHIBIT A" 

Attached to and made a part of Oil and Gas Lease 
dated August 19, 1998 by and between KPW Revocable Trust; 

MSW Revocable T r ust; and MLH Revocable Trust, 
as the owner of the soil, and Clay Johnson, as Lessee. 

I. Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and agrees to maintain, restore and 
keep roads in usable condition so long as this lease is in force and effect. 

2. Lessee shall notify the owner of the soil a minimum of 24 hours before cutting any new road, if necessary, into or on the leased 
premises. 

3. Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as property of 
the owner of the soil at the expiration of this lease. 

4. It is further understood and agreed that Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches 
deep below the surface of the ground. 

5. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which this 
lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the owners ofthe surface. 

6. It is further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that 
only those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of 
the leased premises . 

• ~·· ~otwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not 
• • • pollute any water aquifers o r fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil 

• • '"! • 01 writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated. • • ! 
• 

& •• ~essee further agrees to maintain all drill sites and other portions o(.the surface used or occupied by Lessee, its successors or 
• ... • 11ssigns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional 
•••• ~mage to the owner of the soil's other land and crops. 
• • 

9 . .. Upon written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits 
·:~~ tartk batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, 

L(¥;see shall fill and level off all s lush pits and cellars and completely clean up the drill site of all rubbish thereon. 
•••••• • • 
10. Lessee furtlrer agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of 

such well, or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as 
nearly as reasonably possible to its former condition at the cost and expense of the Lessee, it being the intention of the parties 
hereto that the Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease. 

II . If all or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the owner of the soil with a copy 
of any such document. 

True and 6onest 
copy of 

Origmal filed in 
Reeves County 

Clerks Office 

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATEOFTEXAS FILE NO . ·~C'lS 
COUNTYOFREEVES FILED : 1115198 
The above and loregotng IS a lull. true and correct photographiC copy of the 
ong1nal record now 1n my lawful custody and possess•on. as the same 15 
filed/ . 
~__:ro_n · · CORDED I N THE 
OFJ.:.I.CpL PUBLIC RECORDS I I 8 

m*' :tE "'~;?-~ lherebycen1f1edon 11 5 9 

! ~ DIANNE 0. LOR OUNTY CLERK 

\~ ~ fl) R~O NTY, T 

~!iJs o~ B • 
~ • ........,..., 1 rg:Uu:a p-a-l:um1.n~EPUTY 
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Gcncnl L.1nd Orne: 
Rc.Jinquuhmnt Act Lu.se Form 
ReYucd, Scpte:nbcr 1.997. 

\ ~ Y OU. Ai'ID GAS LEASE 
Keenom ~~ ~ · 

nns AGitEEY!ENT is m:IGe =d o t.ere iotD tlili 19 c:L1y of August 1 9~ bc:w= ~Stat.: ofTc:c3, :aing by :md tl>.ltll!gh its 

~~~ Do~oth~ Jean~. Indi~fdlla l l~ and as Tru st e e o f ~he ~homas Hi 11 
Puff Trus t and[¥s Trustee of the Nancy Puf f Jones ±rlisf 
132 0 T.ake St r e et. · For t Worth. Texas 76102 s:Udaa:.1t 

(Give Pcr.n.anc:t AdC=) 
he.·dn ~fc.r.-cd ID ~the owner of the .soil (w~ one cr more), :llld, ___ .;:C::-:1==-:::a~y~-?J~o~hn.!:!c.::S::.:O::::_.!;n~-=----:--:---::::-:::-:::------

20 3 W .· Wall. ~,,;t-P 800 or 
Mjdland . Texas 79701 

1. GRANTING CLAUSE. For :md in c:oc.sic!entico of the 3IDOUDt:s st:!ted below :md ofthe covcoznts and ~ts ID be paid, k..)lt auJ ~0~ by 
L=ee under this le=, the S~ ofT= r.ing by and through the owr.er of th.e soil. ~by gn:ms, I= and let:s uo.to l..:ssc:. fo r tl:e sole ar.d only p~ of 
prospecting Jnd drilling fo r z.nd producing oil and 6~ lay in~ pipe lil:Cl. building t.l!Us, 5%Drina oil :znd builcLDg power st:I.Ccns, tel :phone lines ;111d !'lhc:r strut.~ 
thereon, to procuc.:, save, Uke c:~te of.~ ;111d ~rt said producrs oftte !c=. U:e foUowing lan<U siru~d :.n Reeves County, SU~c 
ofT a.as, 1D-wit: 

The N/3 1 5 a cres o f the S / 560 acres o f Secti o n 44, Blo ck 56, 

Public School Lan d Survey . 

conu.inin.,.g_--'3=-=1:..:5:::..... ___ =· mor: or lc:ss.. Tne bonL:l consic!e::uicn paid fe r tlili I= is :tS follows: 

••• • • • ••• 
•••• • • • •• • 
• 

•••• • • •••• 
• 

TotheSUL:ofT.:=: One Thousand Eight Hundred Four and 70/100 
C<J:tus (:> 1 , 804 I 70 ) 

To the owr.erof:be soil: Hundred Four and 70/100-- - -------

Dolloxrs (S. __ '""'-L...!.~~~....><..----' 

Tol.ll bo::us coc.siC=ltico: Three Thousand s ix Hundred Nine and 40/100---------
Coll:!n (S 3, 609 I 40 

'Df~t!:~ )en us conside:-atoo paid rej)n::sots a bcn\!S of, __ ___:F:....;:i~f:-;t:;...y~:-"a:.:n;:;.d.;;_,..;;.N.;,o'7-/:-"1:...:0~0~---_--:;-;-::::---:--::-::-:::----_-_-_-_-_-_-_-_-_-_-_-_-_ 
---~~------------Doll:us (S 50.00 ) pc: =· oa 72 ·~ 188 net a.c;:;-:s. 

•: • .. :2. TE<t.'vf. Subjec t tD the ethe r provi!ions i:l this!:~:. this lc:ue sh:lll be: fer 3 :.::rn of Five ( 5 ) years from this dlt.: 
(he:-:in d ied lpr.m~, l.C.-m1) and as loog thc:-:at.:r :tS o il Jnd ~~. c r : iL':er of :hem, is pn::;cud :0 ;::ay::1s qu;111ti ti:s from laid I a.~ d. 
A_, -uo.J.t: lhis le;r.se, l.'lc t.erm "produ=d in p:rying quantit:s' m::uu L'l:a t.hc re~ipts from lhc sale or other aull'.criz.::d ccr.:ur.c~ ial usc of the subsunc.:(s) cov::..·d 
o:c~:d ou•t of poclcet opcntiorul c::c;x= fu r tl:e six monll'.s !J.St pas:. 

3. Delay Rentals: If oil or £3S in paying qu3ntilles is not b~ing produced from L':!e premises on lhc fi rst annivcrsar:: ~Jte of this Lc:JSe and 1he~e Jre then no drilling 
operations being conducted on lhc pr:mises. U:en th1s k ase sh~ll t~r.r.m:ne unless. 0n or be~ ore such anmvers:IT} date. Lesse: shall pay, ~ directly 10 t.':!e O\\ nl!r of the soil 
and n like amoum paid o r tendered to lhc CO:'\ l\ IISS!O:-:ER OF T HE GE:-:ERAL LA:-;D O F!' ICE OF T!-!E ST.-\ TE OF TEXAS, AT AlJSTN, TEXAS. a de by w~t~l in 
the amount spec ified in the following sch.:dule multiplied b~ th~ number ofac~cs th~:1 ~OHrcd by th1s k :JSe. which pa~ ment. "hen timely made. shaH .:ontinue this k :JSe for 
a period of one: ( I) additional year. In like mar.n.:r and upon ~a~ ment ofihe am.:unts set out in th.: fo llowing schedule, lh1s k JSe may be funhcr continue: to r scc;essi' e one· 
year periods during the p: imary tenn oflhis !cJSc provided lh:11 ;>a~me:ll i S made on or before lhc :mnhersar- date 

A:1!11\ e:sarv Da1: DeiJ, Rental per -\ere 
F1rst S I CO 
Second S 1.00 
Th1rd S 16.67 
Fourt!l $ 1661 

True and 6eFFest 
copy of 

Original filed in 
Reeves County 

Clerks Office 



· .. 

. 4. PRO D'CCTION ROYALTIES. Upon productio n of ..Ji! ar.dlor g:J..S. us~: agrc.e.s to p ay or = e ~be paid one-half{J/2) o f the roy~r-
pro vaded for in this le:ue to the Corrurlissioner of the c~cral Land Offic: o f the Sta!.e o fTe~ at A.:stn., Texas, and or:.e-balf (It:!) o f sue!! royalty to the 

0 
'/ 

the soil: . . . . ·- _ wner o f 

(A) 011... RDy;llt'J payatle on oil, whic.'l is d ::: !incd as inclu::!lng ail hyd."''c~ccns prcduc:d in a liG:Jid fo r:n :o..t t.'le r..outh o f L~e well and 41so 
c:.':)ndcnsaiJ:, distill au:, and o ther liquid b.yd.rocarbor.s n::-...cv:rcd f:'om oil or g:u ru.-1 through a ~an:cr or other equipr.:e::a, as be:t:lna.'U:: provid:d, sh.:!l l be as :UI 

3/1 6 \ par: o f t.l:c g::o~ prcduc:.ion or th: marl:c[ vall:e !her ..of. a:t U:c option o f tl::e owne.r of t!:e soil or t.'le Ccm.~lcne::- ofth 
C-c::e.ral L3Jld Offic:, suc!l valt!e 10 be de-...::.n::Uned by I ) the hlzh= pcs-..ed ;:rice, plus p~::lii!Ill, i f :u.y, of!'erc:d or paid fer oil, c:.onde:-.sa:.:, dis-.illa:.e, or other lie . d 
h :rc!rocubons. respectively, of alii.::: ty;lC and gr.rvit"J in the gr:::::;-al area where produc:d and wl:cn nm, or 2) the highes: m:rlc~ pric: t.'lc:-cof off::-:.d or ~d ; q~ 
ge::c:-:a.l are:1 wh-or:: ;>roduc:d and who :-.m, or 3) t.':.c gross prc=c!s of t.'l: !.ale thc:-e:::t: wl:ic:.'lcver is the zreater. Less::: ~..s tha.t before any gas prcdu~d ~ . e 
lc:>.sd pre:nises is sold, u.sed or prcx::-...sc:d in a plant, it w'JJ be run fr= o f cost :0 the :-oya.lty owne:l tr.rough an aequa.te oil ~d g:u s:par:ucr oi conve::t:onaJ Ill the 
ether equip=::c a.t least as effie:ent, so tlut all liquid hyd:c~ns n::cove:<lble from t.'le gas by s~:c..'l m= will be =ve:-e:i. The re:;:Ji=e:lt that s~:ch gas:;;;=- or 
through a separ.:uor or otha equipme::t may be w:Uved in writing by the royalty o'l'r.lers upoa·such tc.:ms and conditions as they pre.s~n'be. run 

(B) NON PROCESSED GAS. Royalty on any gJ.S (including fl:a.red ps), w:Uch is deflllCd as all hy~ns and gaseous subsunce.s not defm d 
as oil :n subpang."':lph (A) above, produc:d from any weU on said l;u:;d (c:xe:pt as provi<!ed hac in with respect to ga.s ~=d in a pl;,.nt f~ t!lc: ~00 of c: 
ga.scli:lc, liquid h ydroc.arlx:r.s or oLI:CT produc:s) shall be 3 / 1 6 · part of Lie p-ass produc-.!on o r :be marl::: n.l~::: th=:of. a.t the option o f tf 
owner of the soil or the: CArr.missione:- of :h: Gene-::ll L=d OEc..:, st:c~ v:Uue to be b:u::l oo the hig.hest :narlcct ;:ric: paic o r oife:-c:d for _ps o f c:cmpz..-:lble qll4lity - e 
the gencnl area wher: ;:rodua:d uad when run. or the g;rcs.s pric..: paid or of!'e:-c:d to the prc<!ucer, whichever u the gre.uer; prcvid:d t!l.a.t rJ::c :rux:.mum pre:s.rure ba.sem 
in measuring the gas unc!:.r :hu le:ue shall oot 1.t :my time c::x=d 14.65 pounds per ~u.ar:: inch absolute, and the sta.odard bas.: te::n~ shall be sixty (60) 
dc::7C""..s Fahr::lheit, corr---tion to be ma.c:!e for pr:sn:.-e =rding to Boyle's L.Jw, and fo r spcci.Ee gr;rrity ac:;ording to tes::S ~=by the Balance ~cthod or by tbe 
n:cst approved me:.'lod of testing bei.--:g usd by the indt:s.ry at the t.U:lc o f t.c:sting. 

(C) PROCESSED GAS . . R.oy:Uty on any gas p~:s.sed in a g:!.Soline j:llant or ot.'lcr pl:lllt for the re::.overy of gasoline or c t.'lc:r liGuid hydroCJ..rbon.s 
shall be 3 I J 6 p::W. of t.'le residu: gz.s l!ld tl:e liquid hy6oe3.-boru c:xtr.:;c!cd or the r=..'i:::! val ue ~~-::c t: a.t the option of the 
ow::c r of the !Oil or :.'le Cor:lr.:is.sioner of:.'::: Ge:1e::ll L;1nd Off: c.::. All roy:llties due :1er:in shall be based on oa.e hur.drd p;;:;:...--:a: (i 00~'.) of the :otJJ ~lar.t 
prcC\:ct:on of re.sidt:e gas a.::ribuol:le ID ;ps prcdt:c.:::! frou L'lls !ea:;e, and e n fifty pc:-:-..c:1t (~0%), cr tba.t pcc..-::lt :u:cruing ~ l..e.s$e:.. wh:c::evcr is :.':e ~~.of the 
tct::J plant production ofliq~id hyc!rtx:::!r:X:n.s :u::ibl!:...l:lc to t.':e g~ prcduc:c from t.iis le--..se; provided tha.t ifliquid !'!y<!ro<:u!lcns a..-.: n:::oven:d l':;;m g:!.S prcc::.ssd 
in J plant in whie~ L:.s.se: (or its par::::t. subsidi;:_;' or u:iii:u:) O\Vll.S :m iot:.r::s~ tl:en the pe:-...e::t.:lge :;ppl:c:lble to liquid ~:-C.-o~ons sh:lll ':;.::: !"':..'1/ pe=:n (50~'.) c r 
t.':: ~ighc.st ;x::-...ent ac...--:-uing to a thlrd par:-J proc:.ss:ng g:!.S tl-.rcug:, s~:c!'! ;::laz:t l:.llc!c: 1 p rcc.:ssing ag:-:::n~:.t cq-::tia:.::l 3! ='s lcn;r .. 'l (or if t.fJe:-: is :10 :~:cJ tllirt! 
par:-J, the h ig.':cs. pc~:1C t."lc:1 ~ing ~e~:z:c.d in prcc:.s.sbg J.g:':::r.c:lts c r cor::r-..e-.s ia tl:e ir:dus:./). w h!chcv -:: is tbe g;-:::t::~. T .::e ::pec;ive royaltic.s on :-:sidu: ps 
and co liquid hyc!r::c-...r;,ons s!::ll! be ::!e: ':~~ind oy 1) \~e !'!i!;.i~o. :na.-X:: price paid c· oe'::-e:l fer any g::s (cr liquid hyGrt:e:U'tc.u) ci CC1:1f::L'"3Cie G'.!a.l!ty in :he 
gc:1cral 31<:1. o: 2) <he g:-css pric: ;:aic! -.: :· oG'e:-e:l fe r s;;ch :cs:~·.: -: J.S (cr the wc!ght: .! :xv:.O!f : z;ross selling pr.:e for the r::s;::-e=:ivc g;-..d:::s ofl!quid hyc!..-.:c~~ns), 
whic!levcr is :..'1c ~I- L, no event, howevc:, shall t.'1c :oyak~ ;::a1abic Uil::!cr t!lis pa.-:J.g:---;::h be le.s.s tha., :he roy:Utlc.s -..,·hich would luvc ix:n c!ue ha.d ~\= ;l:!.S no t 
l:een proc:s.sc:l . 

• •• • • • 
• .. (D) CTI-::SR ?RODUCTS. Roy~ty on c::!I'Oon black. sui;::~~:· ~r :my ct.':e: prc..:~:c-.s proc!uc.::d c r m:!.::·; ::~:ur-d :Oer:1 ;s~ (e:::e: pt::n g lic;~:id !lyc.rt:c::r::or.s~ 

whe .. 'ftf 2.!111 gas be "casing.':: :u!., • "drJ, · or 3JlY oL'1:~ .;;~. by :.-;;c:.io :::.: ·. bur.:ing ~r roy ot.':er prc=sins , :-:, __,, ~e . 3 / ] 6 ?311 oi :J:e 
g.:'O:s.s ,ad~tion o f such prcduc:s, o r the mark:: val-.;:: :.r.~:cof, :u the 01 ;:! o f Lie o·,-nc: of the soil c r the Co=issicr.<:~ of L':c Ger.e:::J Llr:c! O:!ic: , sue~ rnar!::t 
value :. be c!c::~be:l as fcllows: I ) on t.'le basis of :..':c !'!;gJ:c.s: :n:ll'k:: pri::: oi ::u:!l prcdt:c:: :or U:e same rr:.cnt.'l :_, wruc~ ;:.:e!l ;Jroduc~ is ;>rocuc:c, cr 2) en the 
basi! •'W!c .ave::J!ff.e gross s:lle pric: of e:lc:.'l p rocuc: fo r :.J::c s:J..rr:e mcnt..'l in whie!l s-..ach produe:s ~ produc:d; wh!c!leve: is t..'l: grc=: . 

••• • 
~ l\L"l''l:\IUM ROYALTY. Dur.ng any y ear aile t.'le expint:on oi r.'le prirr::!rj te:::l of :his l<::ue, if this l e~:: is rna.inuinc:! !Jy ;:r.::duc:.:cn, the royalties 

pa.i~ea-¢J is lease :n no event sb.ll be !e.s.s than an arr.oUilt cGu.:tl to tl:e !Dtal :lMUal ce!:ly l":':lul he:-ei."l provide:!; othe:-..vise. tbe:-e sh:til be d ue a.:Jd pay:!.ble on or 
be!'c re ~e last day of the rr.ont.'l succc:dir.g the anni·1ers:1..')' date of this lc:.se 3 sum ec;uai !D t.':e !Dtal mnua.l n::nollc:ss t.'le ar.:cum of roy~::e.s paid during the 
pre::.::din g yc31. nP:L i!g!-ph 3 uft::ai:s le:ue ccx:s a.ct s,_c _:;, a d-!t:) t - .. t:l:! :::rr.Cit:tftt; !};c!'! fer the ;:cr;csc.s of this par:tgr.~ph, t..'le c!e!ay rent.>! ameu.-.t shall be one 
dollwo(U.") p:: ac: :. • • 

• • • • ~ Rv Y A!.. TY N KIND. N c r-...,i:r..sundir.g m y othe~ provi.sioo in t!Jis le:ue, at my time or from time ID time, the owne.r of the soil or the Corr.rr.iss:oncr 
of L'le'=i:~c~ L~d GF.ic: m ;ry, at ti-.: cpt.!on of : iL':c:-, u;:cn net less thJ.n sL"<t"/ (60) d:1ys ~tic: ID the hold:: o f :he le=. requ:Z.C tha.t the p:1yrr.C\1 of :my :oy31tics. 
acc:-.;ing io sue;, royo..lry ow:'lcr unde: :.'lis lcJ.Se b-e .-::aee i:1 lCnd. The owner of the soii's o r t.":e Coll'.-'l:issiena of the Ge::c:-:!l L=d CF.i~'s :ig.ht to cl: ilS :-cyaJty :n 
k:nd s:ull net diminish or neg:u..: the owner of the soil's o r th: Cor..r.1issloner of the C-c::e:-o..l LJr.d OF.ice's rig!lts or Lessee's ociip.tons., wl:e :!le: c.:::;;rc:;s or irnplie J.. 
u.,c :: t.'lis le:ue. 

7. NO DEDUCTIONS. Les.se: ag;::.s t..'l:u J..l l royalties :u::::\Jing unccr this lc:ue (inciuding tl:os.: p:l.ic! in k:nd) shall be ~L'lc~:t ::!e:ludon fer tl:e ccst o f 
pro c•; cing, gathcr.ng, stcr.ng. se;:J.l'J.l"~,g. treat:., g. dc.'lycr:lCng, ~mpr-....ssing. prcx:essing, tTJ.nsport:ng, and ot.'lr.Nise m:J.leog tr.e oil, ps ~.-~d ot.'ler prcduc-:s · 
her-:.mder re:ldy for sale or use. L:.s.se·: ~...s to c:cmpute and pay royalties on the b=USS valt:e :-:~ivd, including 3JlY n::!::-:bune:nc:llS fc~ .s.e-ver.lll~ w:es and 
production related costs. 

8. PL\."<1 FUEL A.'-<1) RECYCLED GA.S. 'No roya!:;' sh:Ul x p::~yable on Jr.Y ps as may :-tjlr::se:at this le:..se's prcpcr .!c z:a:.: s~;uc of 3..'1)' ft;c! ~:sed to . 
proc:.ss g:IS procuc:d hcrc~::1Ce~ in :ltl;' prcc:.ssing plant. Notwit.\s::.:mding J.nY ot..'lc: ;:rov:Sicn o f this lc:..sc, :!.r.d subje~: tc : . .':e wr.r..e:1 coruc::t o f t.':e owner o f :1:~ seal 
and :.'1:: Commis:;ione: o f :.h:: C-.::1 : r.ll L::r.c Off: c.:, L::.sse: m3y :-ec;:tc!: g:u :c r z:;.s lift p~::-;:os:s e n the!:~~.::! iJT:::'liscs or :cr ir.j c::-Jon into :;.--.y oil or g:!.S ;;rodue:ng 
fcrT:lJticn unccr!ying t.'ie le:!!eC J)r:::lis :.s a:.er u":e J:q~:id :1ydrc c:!."!x;ns cor.L7.incd in t.'le g:!.S bve bc: :a r::-;:ove:i.; r:o :-cyJ..l~es !:::Ul be p:~y::J: ; : on t.':e r:cyc!cd glS 
Uiltil it is prodt:c:d J.nd sold or ~:sd cy L:ssc: !n 3 1':1;;.:\!1:~ ·.,h ie;, c::t! t!:s :.'le roy31:y ow:1c:s to :1 rcyal:y t:n<k: t.'1is l: :..sc. 

9. KOY .-i.L TY ?A '0(2·tr5 A .. 'ID R.E?C~IS. tJI ro ;,cl :!:s no t t.:;.k::a in :.::r:d s~:JI !:c paid ID t.h c Cc rr.missicn:: o ft.":e G: ::c :-:ll Wr.d OF.ic: J..t • .l.us:!::, 
T.:x :.s, in t.~c: fci!owi:tg m:!J"lr.c:r. 

P!yment of rcy31:y o n ):rcduc:ion o f cil ;u:d g:lS s.'l ::JI c c :lS prcv iced i n:.~: rules sc: fo:--'1 in t.':e Tc::z.s Rc ;is te:. Rul es ~ ·..:..-:-: ~ : ! :' p~ovidc t.':~ ~y::.l!)' .or. oil is 1u: 
;u:ci must 'oc r:~:iv:ci ln the Gc:-:cr:ll !..:o.nJ O ff: c.: or: o r c ::·cr: :..':: 5 :..'1 day o f t.'le s::c r.d :-;-.cr: t.'l succ.."-: d!n;: t.':e mc nt.'l c f jl r.::dt: c: :c :1. a:1d rc~ :l!:;' ?n g:!.S as J~ =. l\· · I- · 

rr: us; !::: rec:ived in t.":e C-ene:-:a.l L.;nd OC.c: on c r ~<:-or: the : 5t...'1 d:Jy o ft..'1 :: sc:or.d rr.cr::.'l succ.:::ii: l ~ the r::ont.'l o:" prcco.:c:~cn, ac:crr. p~id ;,y :..•.c lf!!,~3·1 :t ~ ,0·~ -of 
c wr.:r. m:\!lag:r or c ti:c: 3 ut..':.o ri z:d ::~g : :1t, c cr:1ple!c~ in ;..'lc :·o~ :a.nd r.:anr:c: pr:sc:i ~d by t.':: C-::1::-.J Lv.d Off;c:: me !l:cw::;g :..'le g;oss ::..":lcu::t. ;)I;~ "15?~s .c.siti - n 
311 oil :ltld g:u p:oduc:d :lr.C t.ie m:ui<:: v;}jue of the c il a.-:d g:;.s. tc g: :...':c ~ wit.i l ~PY c f 311 dcc·~:;:c~ts. re::lrds or re;:c r..; ;;.:; n:::-::-~i:: ;:; :.1 : r:;. s.s ;::::.:!uc:acr- ~osj:l "" 



and market value .including gas met.er readings. pipeline re~ipts, gas line re~ipts and other ched::s or memoraod:l of amount produ~d and put into pipelines, bnlcs 
or pools and gas hnes or ,a.s storage, and any other reports or records which the Gellenl Land Offic:: may require to verify !be groSl production, disposition and • 

• marl::et value. In all casa the authority of a rn.:lnaier or agent to act for the Less~ bc:.tein must be filed in the GenenJ Land Office.. Each royalty payment ~l be 
ac::ompanied by a ebeelc: stub, schedule, S'W1lJllat)' oc other remittance a.dvic:c sho.wing by the assigned Gc..1en.l 1.3nd Office lease number the amowu of royBJty bein 
paJd on eac~ lease. If Le.ssce pa)" his royalty =~r before thirty (30) da)" after the royalty payment wss due, then l..e$Sc= owes a penalty of 5% on tbe royalty 'or g 
S25.00, wh1chevcr is gre:uer. A royalty paymc:Dt which is over thirty (30) cia)" ):ate s.b.allaccrue a penalty of IQ-h of the royalty due or S2.S.OO whichever is P"eatcr 
In addition to a penalty, royaltia shall accrue iDt.e=rt a.t :a r:ue of 12% per year; such int=::st will bezin 3Ceruing when tbe royalty is si.:ay (60) da)" overdue, · 
Affi~vits and supportin' docurncnl3 ~ic.i are not filed when due s.hall incur a penalty in an amount set by ~e .~ed ~d Office ~inis:7'3.t!ve rule whic:b is 
effectiVe on the d.lte when !be afficbv1ts or supporting doc-.unents WC"C due. The Lessee shall beat all respons1bil1ty for paymg o r =mg royalua to be paid as 
prcx:ibcd by the due date provided herein. P:ayme:n of the d.el~uc:Dc:y penalty sh3l.l in no way opente to prohibit the State's right of forfc:i~ as provided by law 
nor act to postpone the daLe on which royalties were origin.a.lly due. The above penalty provisiocs shall oct apply in= of title dis put: :u to the Sw.:'s portion of 
the royalty or to :hat portion of the royalty in dispute as to fair ma~Ut value. 

10. (A) RESERVES, CONTRACTS AND dni:ER RECORDS. Lessee s~l annually furnish the Com.r.llssioner of the Gcnen.J L<uld Office wit.'l 
its best possible estimate of oil and gas reserves undcrty in g this lease or aliOC3ble to this I e:ue and shall fur:lish said Com.tnissjoner with cop ia of alI contracts under 
which gas is sold or processed and all subscqo=t agrc::mc1T!l and a.tnc:Ddments to such contracts within thirty (30) days uta' c:ntering inzo or malc.ing such C:OntTacts., 
agreements or amendments.. Such eontracU and a.ucements when r=ived by the Gc:ne:rall....and Oflic:c shall be b.eld in confidell~ by !be General Lind Office unlas 
otherwise authoriz.c:d by I..e:ssee.. All other c:.cntrx::s and records pem.ining to the production. transportation, sale and a=lccing of the oil and ps produced 0 0 said 
premises, including the boob and a.e::ount:s, receipts and dlsch.lrges of all wells, tanks, pools, mctc:n, and pipelines shall ~all timc:s be subject to inspection :llld 
c:x:unination by~ Commis:sioner of :he C-c:nc:r.ll Land Office., the A.ttorr.ey General, the Governor, or the r.:prcsenutive o f any of them. 

(B) PER.\iiTS, DR.ILLING RECORDS. Written no tic: of all operations oo this I= shall be submit:.ed to the Commissioner of the General 
L;).lld Offic: by Lesse: or opera.tol five (!i) day3 be!'o~ spud date, wt>rkover, re-entry, tl:mponry abandonment or plu& and 3-b.mdonment of any well or wells. Sucl! 
written notice to the General Limd Offi~ shall include copia o CJUilroa.d Coaunission forms for applic::u.icn to drill Copies of well tests. completion reports.:and 
plugging reports shall be supplied to the Genera.l Lomd Offic: a.t t.''le time they are filed with the T= R.J.ilroad Commission. All a.pplica.t.ions, permits, reports or 
other filings that referenc: this le= or any specific well on the leased pre. "Discs and that are submitted to the Texas Railroad Commission or :my other governmental 
ag~c:y shall include the woni •st:u.:• in the title:.. A dcitioru.lly, in =rei=~:: with Railroad Cor-mission rules. any signag:: o n tl:e leased pn:.::ni.;es fo r the pwposc of 
identifying wells, tank b;mc:ries or othe: a.ssociJ.ted improve:nents to the land must also include the won;! "St.:lte. • 1.=:: sCall S\.';)ply the Gcccr.lll..u)d Office with 
any records, memoranda, =unu. repcru. cuttings and COre$, or otha inforrn.:Won relative to the ope.-ation of the :Wove-<ie:saibed premises, which may be 
requested by the General Lmd Office., in addition to those hae.in exprc:ssly provided for. Lessee s!ull have m electrical anC!or radiol!Ctivity survey made oa the 
bore-hole section, from the base of the surfac:: casing to the tot:ll dCj)th o f well, of all wells drilled oo the above dcsc:ibc:d ?~and shall transmit a true C(lpy of 
the log of e3.Ch survey on e:I.Ch well to the Gene:r.U L:lnd Offic:c within fLiL...:n (15) day:s cia the mak:ng of said survey. 

(C) PENAL TIES. Le:sse: s.l::all incur 3 penalty whenever n:pom.. doe-.llllents or other mat.:rials JTe net fi led in the Gc."le:al Land Offic:,'!Vhc:n 
due. The penalty for late filing s.hall be set by tr..e Generll L:lnd Offic.: administrative rule wbic.i is effective on the d:u= wh= t.ie maurial.s were due in the C?~ 
Land 0 ffi c.e. . . .. . 

• • • •• • I I. DRY HOLE/CESSATION OF PRODUCTION DURING P.R.IMAR.Y "fER.\{. U: during the primary t:rm hc.-::ofand pr.cr to discovery and prqduction 
of o~J.cv.gas on said land, ~ce should dr.ll 3 drf ho le or holes thereon, or if during the primary :crm he:-eo f a.nd 3.f'..er the discovery and acual production ofpil or 
g3! Jrittn §le leased premises such production the:-eof should cease from any c:tuse, Ibis le~e shall :lOt t.erminat.: if on or be:"'on: the expiration of sixty (60) dais frCm 
dati: "f completion of said dry bole or c:cssaDon of production ~ee c:::mmene:s additional drilling or r:worlting opc:-;uio ns the:-eon,.or pays or tenders the n~ 
annul.! del3y rental in the same manner as proviced in this leze. If. during the last year of the prim:u-; tc.rm or w ithi n sixty (60) da)" prior thereto, :a dry hole be 
co.:pU~ca and abandoned, or the production o f oil or &as should= for any e:~use, ~·s rig!lts shall remain in full for= and effea w ithout further operations. 
untif t>.•e•ex;liration of the primary term; and if L=ee h:u not resumed production in paying quantities at the expir:u!on c f the primary term, Lesse: may mainft!in this 
lew~ .;lmducting oulditional drilling or 1'C".¥Orking operations p=:111t to P:=gr:lph 13, using the apir.~tion o f the primary tl:nn as the date of CCSS3rion of 
proc!uctio~ under P~ph 13. Should the .Gnt well or any subsequent well drilled on the above described land be C(lmplc:.c:d as a shut-in oil or gas well within the 
prim ;tty term hereof: Lessee may resume paymot o f the annual renul in the s:une manner as provided !'!ere in on or be for: t."'e re:u.al paying date following the 
exi~li~o.rtofsixry (60) days from the: datc of completion o f such s.hut-in oil or glS well and upon the fa.ilurc: to make: suc."' payment, this !=e shall ip.so fac:.:.o 
tei'T:finate.• If a.t the e;c,pir.uion of :he prim3I"J = or any time there3fter a shut-in oil or ps well is IOC:lted o n the leased premises, payments may be made 10 

ac~r~~C:: with the shu!-in provisions hereof: 
• • 

12. DRlLLING AND R.EWO R.X.!NG AT EXP!RA TION OF PRL\.iAR Y TEt,\{ It: at !he apir.~tion o f the primary tcnn. neither oil nor gas is being 
produc:d on said land, but L=e: is then eng3g~d in drillir.g or reworking ope;·ation.s thereon, this !elSe shal l remain in for~ so long as operations on said well or for 
drilling or reworxing of any additional well are proseeuu:d in good faith and in-wo rlcnanlilce manner without interruptions touling more than sixry (60) days during 
any one such oper.uicn. and if :hey resul! in the produc:ion of oil and/or g:u, so long thercaf'..er lS oil and/or gas is produc:d in p:rying quantities from said land. or 
pnyrnent of shut-in oil or gas well royalties or ~mpensatory royaltie.s is m3de as provide.d in this lc:l.S:. 

13. CESSATION, DR.lLLING, A.."<D R..l='WOR.KING . If. afur the expiration o fthe prim3t)' term, produc-.ion o f oil or g~ from the le:l.Sed ?remises, after 
once obtained, should ee:!Se from any QUSC. this lc::ue shall r.ot termina.tc ifLe= commrnce.s oulditional drilling or rc:wo rk.ing o pentions w ithin sixty (60) !Uys 
after such c:.ssation, and this le3SC shall remain in full fore: md effect for so long lS sue:!\ oper:u.ions continue in gcod faith and in worlcnanlike manner without 
inte:-ruptio ns totaling mor.: than s~ty (60) days.. If suc.i drill ing or reworking opc:r.uio ns result in the production o f oil or ps .. the lC:l.Se shall re:nain in fu ll fc~: and 
effect for so long as oil or gas is produced from the lelSed premises in paying quantities or payment of shut·in oil or g:l.S w e ll royalties or paymc:1t of compens:uory 
royalties is made as provided hc.'"Cin or lS provide d by l :~.w. If the drilling or reworking operations result in the completion of a well as a dry hole, the lc:J.SC will not 
tl:nninate if the Lesse: commences additio nal drilling or reworking oper.uions ·,yithin s~ty (60) days al'\er the completion o i the well as a dry hole, and this lease 
shal l remain in e ffect so long as Lessee continues drill ing or T'C"'.vorlCng ope::U:ons in good faith and in a wc rlcrnanlilce :na:u:er without inte:ruptions t:Jtaling more 
th31'1 sixry (60) days. L: sse: shall give wf.a: .-.. no tic.: to the General L:lnd Offic: witl'lin thirty (30) days o f any c: s.sation o f ;:re duction. 

14. SHUT-IN ROYAL TIES. Fo r pUI;)Oses o f this p~ph. "well" me :ms UIY well that ~as been assigned 3 we!l numlx: by :.'ie st.:lt: agc:..C"j ~Jvin.g 
jurisdiction o ver the produc:ion of oil and g:u. If. 3.1 any ti r:1e afu:r the eJC?ir.uion o f :he ;lrlm3t)' te r::~ of a le J.Se :h.:u., until bc!.ng shut in, w:u 'xing maint.:llnd .' n. 
fo re.: and effec t, a well cJpable of prcducing oil or g:l.S in pl ying q=tities is loc:u.d o n the: leasd pr:mis es, but oil or g:u is :'lOt be ing produ ced fo r ! ;~ck ofsult.:lole 
productio n fac ilities or l ;~clc o f a suiml:le mark::. the:1 Lessee may pa y J.S a shut-in o il or g:u royal :y m :uno unt quaJ !o do u!::le the annual rental provided in the 
lease, but not less than SI.::!.CO a year for e:~c !J '"'e!l c3pable of ;>~oduci n g oil or g:~.S in payi:..g q·Jantitie!. lf??crpn ' li::lo.:, lc- e cec • •. ct .pc~:r, s ~ I Ii!' r~QI 
awe Rio t.h- fo r the purposes o f th is par.l$-""Jph. the del:~y rental illr.Ollnt shali Jc one c e llar (5 1. CO) pc: ac:e. To l:e :5'e::iv : , eac!J iniual shut-in oil or glS roy:!lr! 



must be paid on or before: (I ) the c;:pin.t.ion of the primary term, (2) 60 days alta the ~e c:=ses to produce oil o r gas from the lezsed premises. or (J) 60 days 
:lftcr L=e completes a drilling or rcworlcing opc.ntion in =rdan~ with the lease provisions; whichever dau: is l31cst. Such p;ayment shall be ma.d.e onc-half(Jn\ 
to the CommissiEncr of the General Lmd Office and ooe-half(l/1) 10 the owner of the soil. If the shut-in oil or gas royalty is paid, the lease sh.all be considered 10 ~ 
a producing lease and the payment shall atend the term of the I= for a period of one )'l:al' from the end of the prim:uy t.crm. or from the fim day o f the month 
follow ing the month in which production =ed, :md, alta~ if no suitable production b.cilities or suiuble marlcct for the oil or gas c:xi.su, Lesse1: nuy c:ttend the · 
lease for four more sucussive pericx!s o f one (I) yar by p:sying the wne amount e:J.ch ycM on or before the expiration of e:J.ch shut-in ye-Jr. 

\ 
l 5. COMPENSATORY ROYAL TIES. u; durin& the period the I= is kept in effect by p2)'ment of the shut-in oil or ps royalty, oil or gas is sold and · 

delivered in paying quantities from a wen loc:U:d wil.b.i.D one thousand (1,000) feet of the IC3.Sed premises :md ccmplctrd in the same producing resa-voir, or in any . 
case in whi~ dr:linage is OCGurring._ the right to continue to~ the lease by ~g ~e shut-in oil ~gas royalty shall .=e. but the lc~ shall re:nain effective. · 
for the I"CTT1:!J:1dcr of the ye3r for whic.!! the royalty has~ palli The l...:.s.k-:: auy ltWlltaLO the I= fer four :ncre su=rve ye:~.n by Lc:s.se: paying~ 
royalty 31 the royalty r.u.c provided i.o the J=se of the 11:1aric=t value of production from the ~n causing the drainage orwhic:!l is cc:nplct.c:d in tbc .same producing ry 
reservoir and wit.hin one thousand (1,000) fect of the lc=d premises. Tile compensatory royalty is to be paid monthly, opc-half(l/1) 10 the Commissioner of the 
Gener.ll Llnd Offi~ and one-half(112) to the owner of the soil. beginning on~ before the last day of the :nonth following the month in which the oil or ::u is 
produced from the well c;wsing the dnin:age or th3l is comple!td in the same producing reservoir and lcc:ucd within one thowand (1,000) fe.:t of the IC3Sed ~ 
If the compensatory royalty paid in arty 12-month period is in m amount le:s.s than the annual shut-in oil~ gas royalty, L.e:s:s= shall pay an amount equal to the 
d i.ffercnce within thirty (30) days from the end of the 12-month pc::iod. Compc::uatory royalty payments whic.i :tr: not timely paid will a.c=ue penalty and int=st in 
ac::ordance w ith P:ll':lgr.lph 9 of this 1=.. Nooc: ofth~ provisions will relieve Les= of the obligation of=onwie dcvc!opment nor :he obligation 10 drill o~Uc:t 
wells as provided in Tcxas Na%Ur:l! Re:scurce:s Code 52..173; however, at the dct.c:nni.natioo of the Commis.sione~, a.,d with the Commissioner's writt.c:n approval, the 
payment of ccmpcns:uory royalties em .s.:u:isfy !be obliption 10 driil off.sct wdl.s. . . 

16. RETAINED ACREAGE.. Notwithsunding any provision of this lease to the contr.uy, after a. well pro<!ucing or capable of~ing oil or p.s has 
been completed oo the leased prcmisc.s, Lc:s.see sh.all cxadse the diligence of a r=nably prude.,t opentor in drilling such additional well or wells as may be 
re:ISonably ne~ for the prope.r developmc:nt of the Je:ued pr=isc tu1d in marketin& the production thereon. 

(A) V'ERTICAL In the c:ve:~t this lC3.Se is in fen:::: and die.::: two (2) years a1\er the e:-,:-ir:u.ion d:!t.c: o f the prinury or =ded t.c:r:n it l hall then tennin:u.c 
as to all of the 1=:-:J premises, EXCEPT (I ) . ~1) =surrounding e:JC.'I oil ·.vell c:3pable ofproduc:.ng in paying quantitic..s and 320 = surrounding1exh psw.:ll 
c.a,pablc: of producing in paying quantities (in~ 4ding a shill-in o il OT gas well as provided in Pangraph 14 bc:rc:of), or a well upon wbic!'l Lc:sse: is then cng3.ged in 
continuous drill ing or ceworlcing oper.lticr.s., c;( (2) the nllr.lber o fx:-..s included in a producing pooled unit _;:~unuant to Tc::us Narural R.:.so ur=s Code 52..151 -
52. ISJ , or (3) such gre:U..."T or Jc..sscr number of = :as may then be :allc=ed fe r production purposes to a pror.uion unit for c::u:h such producing well unce~ t.'le rules 
and reg"J I.Wons of the R.:lilroad Cc mmissic n ofTc::us, or any suc=sor agenC"J, or other gove.~enu.l :wthority havingj~c:: · . · n. If a.t any time after the effective 
d.3t.c: of the partial termin.1tion provisions bcreot; the appliCJble field rules :J.re d unged cr the we:! o r wells l=d thc::-co n = ' : J.SSified so that less acre:~g: is 
tl:etc:lfter allooted to said well or we Ill fer procuc:ion PW70 SC..S. L~s !e;ue : r.ai l the:-::::_?o n te::mir.:ue as 10 all a.c:-:3ge not th=.:..-'-..:r alloc.:l!ed ro said well or :...-:!Is for 
production purposes. Notwithsuncing the t=nination oithis l=e ;u :o J portion ofllle lands Qvcrc:d h=by, L.:.sse: shal l neve:tbde.ss continue to have the right of 
ingress to Jr.d ebf'e:s$ from the lands stil l subj = to this !e:l.Se for all ?WllOSC..S dc..scribc d in P~h 1 hereo f, together wiL'l ease:nc:HS and rights-of-way for c::tisting 
roA ~~ling pipelines and other existing facilities on, over and :la'OS.S Ol.ll the l:mds dc..se.:ibed in Par.lgT3ph I hereo f ("the rct:Lined l:!nds"), for ;u:z.::ss to and from the 
reut!n<!'ttlands and fer the gathering or traruporut:c n oi oil, ga.s J.Dd other :nine::ili produced fror:t t!!e ret:Uned lands. ' . .. . ~ 

• • • • • • (B) HORlZONT AL. In the eve;:t this le;ue is in fo~ and ef!"ee: two (2) ye:&rS after the expiration daL: o f t.'le p~ or ~.atced tam it shall funher 
t.c:r.nicau: as to all depths bc!ow 100 fc--t below the 10t.a1 depth drilled (hereinafter "deeper dcj)ths") in e3Ch well lcx~d on 3cn::age rc :.:tinc:i in Pangraph 16 (A) 
.U:on .. ¥Oiess on or before two (2) :r= a.ilu the primary or =ded term L= p3ys an 3rDOunt :qc;U to onc:-balf ( 112) of the bonw originally paid as · ' 
co~~~on for this le;ue (as specified c o pa&e I here-Jf). If sue.!! amount is paid, this lc:l.Se shall be in fo~ and e~ee: as to suc..'l de:;= dept.'u. 3tld said 1 

terminatiqp shall be delayed for an additional period of two (2) y = and so long the!'Qftu as oil or g.as is produc:::i io paying quantitic:.s froro such deeper depths 
C"'11t! t t this lease . 

• (C) IDENTIF1CA TION A."'D FTLING. The surf~ a.c:eage rc:ained ~ereunc!cr as to e::u:!l well shall, as ne3.tly as prac:ical, be in t.'le form of a sq= with 
th~w•li~ed in the center thereof: or such o ther shape JS may be approved by the Commissioner of the C..:neral Llnd O ffi=. Within thin"/ (30) days aft:r putial 
te:m~natio~ of this lc:;ue as provided hcrc:n, Lc:.s.sc: shall c::c:~te and record a release or releases coouining a S3tisfJctory lcgJJ desc.-iptioo c:· the ac:c3ge :llldlor 
dc;iW ~~~tJined hercunce:. The recor::!d release. or J certified copy of same, shall be fi led in the GcnerJJ Llnd Offic::, ac.companieo by the fil ing f~ prescribed 
by ~e GeJteraJ I.And·Offic:: rules in effec: o n the 6t.c: the rclc:ue is filed. If~ fails or refuses to a ecute and record such rele:ue or releases w ithin ninery (!10) 
days al\er beir.g requc..std to do so by tJ:e Genc::al Land Office.. thea ~ Commissioner 31 his sole disc:-:tion may dcsig.,31.C by wriacn inst:"'l.-:'len t the ~: JOdlor 
dej:lths to be rclc:ased hereunder and retOrd such instrument Jt L-sse:'s expense i.n the county o r count.:c..s where the le:ue is loCl.t.c:d acd in the o fficial recordl ofll:e 
G.:,__,eral Land Office and such designwo n shall be binding upon Lc.s.see for all purposes. 

17. OFFSET WELLS. 'Neither :he bcnus. de!JY rent.:W.. nc r royal ties paid, or 10 be p:Ud, undc: this le:ue shall relieve~ of~is obligaC:on 10 prot.e~ 
the oil and gas under the a.bove~c.scriixd land fro m being dr.!..ind .. Lessc:, suble:ssc::. rc~iver o r other age:'lt in Qntrol o f the le ased p~mi.scs shall drill as many 
wells as the fac-..s may jwtify :111d shall use 3ppropriate means and drill t.o a depth necc.:sa.ry 10 preve:1t undue drainJ.ge of oil and gas from the le3Sed premises. In 
a~d ition. if oil anc!Jor g:u should be produ~d in commercial quantities within 1,000 feet of the l=ed ;m:miscs, or io any case w he:-:: :he IC'3Sed prc~1isc.s is being 
~r:lined by produc:.ioo of o il or g:u. the 1-:ssc::, sub less~. receiver or othe~ agent in control o f the leased pre:nis.:.s shall in gocd fait.'! be gin ;he :irilling of a well or. 
wells upon the le3Sed premises w ithi:t 1 CO d:!ys J.iler the dr.!..ining we!! or wells or the well or w::!!s cornple:ed with in 1,000 feet of the leased premisc..s start producmg 
in commercial quan ti ties and shJJI prose-::ute such driilin;: with dilige:1c:. F:1ilure 10 satisfy the surutory o ffset obligation m3y subj ec: this le:ue and the owner of the 
so il 's agenc-1 righu to fo rfeiture. Only upon the de:crmin.Won of the Commissioner of the Gc:;:e~ ~d Offi~ J.nd wiL'l h is wrinen approval may the payment of 
compensatory roy J.lry under 3pplicablc sucutory puanlc:e:"S satisfy the obligation to drill an offset well or wells requ ired unde~ this pJr.l&Tilph. 

18. FO RCE ~WEURE. 1 f. a.t.e~ a gocd fait.'l ~:!"ort. L~~ is prevcnt::d fro m comp lyin g with 3llY e:xpr:s.s or im p lid cove :1ant of this le:ue, from 
co nduc:ing dri ll in ~ opcr.uions on the !ca.sed pre :nises, or from producing oil or g:u fro m :he leased ;>rc-:niscs by rc:uon o fw;u, rebell ion, riou, roilccs.. :~c::s of God. or 
:t.n :o- vJiid order. rule or rc gul :~tion o f gove:nment Juthor. ty, th::1 wh ile so pr:ve:H.cd, Lessee's ool i gl~cn to eomply w it.'! sue~ covenant shall be suspenced ar.d L: ss:: 
sh;UJ not be li :1ble for damJ.ges fo r f:UIUI: ;o comply with sue~ Q v: r.anu; :~dc i tional ly , this le:u:: shall be: cxtenc ed while Lc.s.se : is preven:.:d, by any such C3U.Se, 
from conducting drilling and reworking O!X:-atior.s or ~m produc:ng oil or g:u fro m the le:ud pr::nisc..s. However, no tl: in g in this p~-:J.Ph shall suspend l.he . 
p:~ymcnt of de lay rent.lls in order to m:sinuin this lc:l.Se in cF.ect during l):e prirnlrj' t.cr:n in Ll'.e absence o f such df.!iing or r:wcd cing opcr.!Cc ns or productico of otl 
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19. WA:RR.ANTY CLAUSE. The owner of the soil W31Tatlts and agrees to defend title to the leased precisa.. If the owner of the soil defaults in 
payments owed on the leased pn:m~ then Les.sce may recee m the rig.hts of the owner of the soil in the le:tscd pn::mise3 by paying :1.ny mortgage., taxes or th •. 
on the leased premises. If Lessee mak:3 payme:~ts on be: half of the owner of the soil und<:r this paragraph, Less= IJ\3Y recover the: ~ of these payments ~ c~c:ns 
rental and royalti:3 due the OW!lcr of the soil. · - m 

20. (A) PROPORTIONATE REDUCTION CUUSE. If the owner of tl:c: soil ~ less thm the c:ntire undivided .sur-he: e:suu: in the abo 
dc::saibc:d land, whether or no! Les.scc's interest is sp«ified herein, then the roy31ties and rcnul hat in provided to be paid to the owr.er of the soil shalt be: pai;~ . 
in the proportion whiclt..'lis int.c~ ~to the C:~tire undivided surf:=:~ 311d the royalties and rental herein provided to be paid to the Coi'TU'IIissioner ofUw: him 
General Land Offic: of the Stat.c ofTu:u .shall be: likewise proportio=t.cly reduced. However, before Lessee adjusts the royalty oc r=tal due: to the Con:unissio f 
the General Land Otlic.::. Lessee or his authorized rcyresc:outive must submit to the Commissiooa of the Gcnc::ra.l Land Office a writt= lU:tanent wbic:h explains~ 
discrepancy bctwea~ the intaest p111p0rt.edly l=d under this I=e and the aaual interest owned by the ownc:r oftbe soil. The Cor:uni..uioner of the General Ur.d 
Oeic.:: shall be: paid the value of the whole production all~le to any UDdivided interest not cov=d by a le:uc, less the p~roportion:l!.: development 3.11d produc::io 
cost :lllocable to such undivided interest. However, in no event .shall the Cornmission<:r of~ Gc::nenJ ~d Offic: rcc:ive as a royalty on the gros:s production ° 
allocable to the undivided int.crest no< leased an amount Jc:s.s thao the v31ue ofone-sixte.:nth (1/16) ofsuc.!l gross.productioo. 

(B) REDUCTION OF PAYMENTS. If, during tbc primary term, a portico of the land covered by this lease is included within the boundaries 
ofa pooled unit !hill has ~n approved by the School Land Board and the own<.ro(the soil io a=ordanc.:: with Namn.l R== Code S«tions 52.151-52.154 or 
if. a: my time after the cxpir.u:on of !be primary term or the c::cunded tenn, this leJ.SC coven a Jc::ssc:r number ofa=:s than :he toul amount desc:·ibcd herein. ' 
payments thu 01re maGe: on a pet aae basil hc=der shall be reduced x=rding to the ouml:<:r of =spooled, rcle.uc-:1. s urre."ldcre:l. o r otherwise .severed, so lh.u 
payments determined on a per ;a.crc basis under tr.c te.rms of this )e;asc: during the prin=y term sl:WI be c:alculated based upco the num~ of aaa outside the 
OOl,;Jldaries of a poold unit, or, if a&r the e:xpin.Coo of the prin=y t.cnn. the number of= aaually re~ and covered by this lease. · 

21. USC: OF WATER.. L.esse:: shall have the right to use ·.vater produced on s3ic l:~nd ne--...es.s;J.t)' fer ope.n.tions under this I= except water from wells or 
tan.k.s of the owner of the soil; provided., however, Lessee shall not use pouble Waler or wat:r suiuble for livesto<:k or irrig3Lioo plllpO~ for waterllood opcr.uions 
w ithout the prior consent of the owner o f the soiL 

22 AUTHORlZED DA..'vi.AGES. Les.se: shall pay the owner of the soil :or cbmages ClUSCd by its op:-:-:1Cons to :111 personal property, improvcme:lts, 
I ivestcclc: and crops oo s;lid land. 

2J. PLPELINE DEPTH. When reqt:est.cd by the owner of the soil. Less~ shall bury its pipelines below plow ccpth. 

24. WELL LocA·noN LIMIT. No well shall be c!rilled neJ.ter th:~.n Nro hundred {200) fe:t to any howe or bun now on sa.id ;=:raises wit.."lout the 
wrinen consent of the owner of the soil. 

25. POLLtmON. In cevcloping this arc1, Lessee sh3ll use the hi ghest degree ofc:II'e and all proper safeguards to prevent plOllution. Without li~iting the 
fore: going, pollution of coasul wetlands, rurur.l1 water.vays. riv:n 3.11d impounced water shall be ;rr:vented by the use :>f ccnuinmc::lt fa.c:Jiries sufficient to pn:vc:H 
spil~~~-:;>age or ground w:wr contamination. In the evc:~t of?Oilurio n. Lessee shall usc ;ill m= al its disposal to rec:ljiCUI"e all escaped hydroe:ubons or other 
poll~d shall be respo nsible for all d:unagc: to public and priv:tll: properties. Lessee .shall build and mainuin fences around its slush. sump, 3lld dnin~ge pits 
and tnflC ~:lllcric:s so as to protect liveste<:lc: :1gJ.inst Joss, damage or injury; and upon completioo o r ab3.11do=nt of any well or wells. I..cs.se: shall fill and level :Ill 
slu!a ,rts -,d cellars and com pletely clc:::IJl up the drilling site of all rubbish thereon. LcJ.SCe shall. while condu~g opc!":ltions on the le3Sed pre=:~ises, lc::ep said 
premiiCS free of all rubbish., e3t1S, bottles, paper cups or g:ubage, and upon completion of opcra.t.:oC'.s shall restore the sur!a.c: of the land to as ncar its origin:U 
eon~~and contours as is pr.u:tic:l.blc. T:mlcs md equipment will be kept painted and presentable. f 

• • f ... . . 
j6. REMOVAL OF EQW~. Subject to Jimit.a.lions in this paragn.ph. Les.sc: shall have the right to remove mac!! inc~ and fiXtUreS pl:1ced by 

LeSif"~IJtc leased pre:nis es, including the rig.ht to draw and remove t:lSing. within one hundred twenty (120) days ai'..:r tl-.e cxpir:uioo or ~e termination of this 
lease unless the owner of the soil grants Les.scc an extension of this 120-day p<:riod. Howeve:, L=cc may not remove: casing from my well c:~pablc of producing oil 
and g~ in e3ying quantities. Additionally, USS<:C m3y not draw and remove c:uing until a&r thir.y (30) days writt:n cotic: to the: c~mmissioner of the General 
u"lll.QiflU and to the o wner o f the soil. T.le owner of the soil shall be~me the owner of any ;n.ac..'lir.cry, fir.ures, o r c:uing whic.'l are ne t timely removed by L=e~ 
unde~ the t!rms of this p3r.lgTllph . 

• •••••• 
• 27. (A~ ASSIGNMENTS. Under the condition.s cont.l.incd in this p~ph md P~h 29 of this le=. the rights and estaLes of either pasty to this 

Je:ue may be OISSigned, in whole or in par., and the provisions oithis lease shall extend to 3.11d be binding upon the:r he:Z.S, dc:visGcs, legal rcpn:senwivc:s. succ...-ss<lrs 
:1J1d assi;ns. Howc:vc:, a chlllgc or division in ownership of the lar.d, re:~uls , or roy:l.ltic:s will oct t:llarg: t!le oblig:uioc.s ofLes.se:, diminish the rights.. privi)qes 
:ltld esUtcs of Lessee. impair the effectiveness o f any papent :n:1de by L=ee or imp3ir the e!rc:::tivene.ss of an~ ac: performed by L.:.s.sc::. And no c.'l311gc or 
division in ownership of the land, rentals. o r roy:lltics shall bind L:3se: fo r any purpose un til thirty (.iO) days ai'.u t.'le owner oft.1c: soil (or his heirs, dc:vise:s,lcg31 
rep~rcscnutives o r assigns) furn ishes the Less:: with S:lLisfJ.ClorJ wrincn evidence of the th:~.nge io ownership, inc:Juding the original recorded munirncnts of title (or 1 

c:r.ified copy of such origin:ll) when the ownership c.1ar.g:d be-..ausc of a conveyance. A total o r partial assignment o f this le:ue shall, to the extent of the interest 
assig.1ed., relieve and discharge Les.se: of all subsequent oblig:u.ions uncCT this lease:. If this le:ue is =ignec! in its C:~tircty as to only part of the ~e. the right Jlld 
option to pay rentals shall be apportioned as between the se•1c:nl ownen raubly, according to the arc3 o f ca.c!1, and faiiUT"C by one or more of them to pay his sh= of 
the rental shall not Ufc:c:: this Je:ue on the part of the land upon ·o¥hieh pro rau rentals are timely p~aid or tendered; however, if the assig;~or or assign:: docs not file l 

certified copy of such assignment in the C-e:'le:-ai WJ1d Office before the next renuJ paying date, the entir: lease sh:lll tcr.:linat.c for failure to p3y the en tire rencl due 
und er Pangnph 3. Every assignee shall suc~:d to all rights and be subject to all oblig3Lions, liabilities, and peoaltiC3 owed to the Sr..:u: by the: original lessee or lilY 
pr.or .usigne: of the le:ue, including m y liabilities to the Sut: ~or unpaid roy:llties. 

(B) ASSIGN~ LIMITATION. Notwi~di."lg 3.11Y prov:sio n in P~ph 27( :s), if the owne: of :l:c: soil a.: qui~ t."is )e::LSe in whole or in p3Tt by 
:usipment without the ~rior wrin:n approval o f the Commissic nc:: o f the Gener.U Land Office. t.his le:ue is void :!.S o f t.'le time o f assignment and the :sgency power 
of the owne: may be: forfeited by the Commissioner. A."l :!.SSig::-.me:'lt will be trc~t.:d as if it w:~ r:l~e to the owner o f the soil i f the ;J.S.S i g;:~ is: 

(I ) :s nomine: o f t."le owne: of the soil; 
(2) 3 corpor3Lion o r subsidi:uy in which :.he owner o f t.he soil is a principal noclc:holdcr or is 311 e:n;:loye: of sue!! :s c.:: rpor3Lion or subsidi:l.ry; 
(3) :s pa.rt:le:ship in whic~ the ownc: of t.':c soil is a partner or is J/1 employ~ of such l parme:s!lip; 
(J) a princijl:ll stnck..'lolcc: c r crr.;;loyc:: o f the COf?Or.uio n whic!l is the o w:1e: of the scii ; 
(S ) a pa.n."ler or c::-~ploye: in :s par:nershijl whic!l is tJ"!c owner of L'Ie soil; True and Correct 
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(6) a fiduciary for the owner of the soil; including but nctlimi~d to a guar.:fWl., trustee, c:xeeutor, administr.uor, rcc:civcr, or conserva[O( for lh 
owner of the soil ; or e 
~7) e f":!.."'lil;)' m::r.ber of tru:..owner of the soil or related to the owner of the soil by IIWTiage, blood. or ado ption. 

28. RELEAS ES. Unc!er the conditions conujned in this par~h md Par::gn.ph 29, L=ee !ILl)' ;1.1. :lllY time c:xecut.e md deliver to the ownCT of th .
1 

and place of record a rei= or rele= covering any portion or portions oftbe leased prcmlsc3. a:cd thereby 3urrcodcr this lc= as to such portion or iJOn ions, ~~~ 
rel ieved of :UI n~bsequent obligations as to ac:reage surrendered. lfllly part of this I= is prope::i)t n:.rrenclcr.:d. the cU:Iay rcnt.a.l due under this ICJ.Se sh:UI be red d 
by the proportion th;ll the\ um:nden:d =3-&e be:= to the acreage which w:tS QJVetcd by this le= immedia.tely prior to such surrender; hoWCYcr, such relc'lSc ~~~ 
co t relieve Lessee of any li3bililies whic!l may b.ave accrued under this lease pi. or to the surrender of sua acre:~ge. 

29. FlUNG OF ASSIGNMENTS AND RELEASES. lfaU or any part of this I= is assie:ned or released. suo assipunent or release rnust be n:=Qrdcd . 
the couot"J ·Nhe.-e the land is sirua.t.e:J. md :be = rc!ed ir.strumeot, or a copy of the :c-;orrled instrt:mcnt e:ri.fied by the County CJCTlc of the county in whic:h the Ill 

instrJment is recorded. must be filed i.o the General L:lnd Office wit.'lin 90 d3ys of the !ast a=-Coo d.3te ac.::cmpanicd by the prescribed filing fcc.. If ;my sucl1 
assignment is no t so fil ed. the rights ~uired under this lease shall be subjea to forfeiture at the option of the CAmmis.sioner of the Gcoenl Land Offic:c.. 

30. DISCLOSURE CLAUSE. All ;>revisions pertaining to the lease of the above-de:scribcd land have been incluc!cd in this instrument. including the 
st:U.emeot of the true consideration to be paid for the e:x.ecutioo of this ICJ.Se md the righu and duties of the parties. Any collater.ll J.gtcCDcnts conc::m ing the 
development of oil and gas from the l=d prem.isc:s which are oot cont.aincd in this lease rcnda this lc= invalid. 

3 I. FIDUCI.AR Y DUlY. The owner of the soil owes the Set: a fidud ary duty aod =::st ful ly disclose any fa.c:s a.ffectin ~ the St;lle's int.erest in the leased 
premises.. Wlu::t the int:..-ests o f the owner of lhe soil conilict with :hose of the S~ the owner of the soil is obligmd to p1.1t tt-.e St;lle's inte:-csts before his personal 
intcr:sts. 

32. FO RFEITIJRE. If Le:s.se: shall fail or refuse to malce the payment of u.y sum wilh.in thirty days after it becomes due, or if Less~ or an authori:z.ed 
agent should knowingly make any false rerum or false report concerning produaioo or drilling. or if Lessee sJu.ll fail or refuse 10 drill any offsc: well or wells in good 
fai t.'! as : equin:d by law and the rules and regulat!ons aeoptcd by the Comrniss!oner of the C·c te.r::ll L3nd Office, or if~ should fail to file rcpons io the manner 
required by law or fai l to comply wi t.'1 rules and regulations promulga.td by !!!e C~ Land Office. the Sc.'lool L3nd .i3oard. oc the Railroad Commis.s!on, cr if 
Less~ should refuse the proper authority 3C::CSS to the records pertaining .,. xr~ . .tioru, or if L:ss.e:: :>r :m 3lJthoriz.::d J.ge!l l should lcnowingly fail or refuse to give 
c:::rrcct in formation 10 the proper authority, or know!ng.ly fail or re fuse 10 f. ;h the Gcncr.U L3nd Offic: 01 com:c: log of any w-c:l. or if Lessee sh:UIIcnowingly 
viol:uc any of the mat.eri:U provisions o f this lease, o r if this le:!Se is assignd .llld the assignment :..S oot fil ed in the Gener.ll L3nd Cffiec a:s re quired by law, lbe rights 
acquin:d under th is lease shall be subjcc: to forf:!ru.-e by the Cornmissionc=, and he shall forfe!t saa-.c wbe:l suflicie!l!ly informed of the fac-..s whic~ authorize a 
fo rfeiture, and when forfcil.ed the area shal l agai n be subjet:~ to lease under the: tams of :J-:: Relinquishment Act. Howeve:-, oothing he rein shall be con.strucd as 
waiy:ng :he automa tic te rmination o f :h.i.s !c3Se by ope.-ation of law or by reason ofury ~cial lim.iu.Con arising herc:unccr. Forfeitures m:ly be set aside and L~is 
le.:.!: :u:d lll rights th::-tOunde r rc!nsw.cd be for:: the ~Yits of another int.erVcoe upca salis: ctcry c:Yit:c::-tc: to :he Commissioner of the Ge:1e:al Land Offic: of fuhm 
compliar.ec with the: provisions of the law and of this le:l.Se and the rules and rcguiJJions that may lx :u!opttd relative hc..-c:o. 

• •• 
• P • • • .J3. LIEN. In 3C: ord.J.nec with Texas Na.rut:l.l Resources CO<!e 52.136. the S t:U.: shall have a first Jic::l upon :UI oil u.d gas produced from the arcJ e:>vcred 

by th~s lease to sec::r.: payment of :U I unpaid royalt"J a::d o ther su.T.s of :r:cr:t"J that rn;:y !:cc::mc d,;: under this lease. By ac..--:;: :..::.cec of tlus lease, Lessc:: g;r.lllts the: 
Sur.e, i!J~eition to the lic:1 provided by T a as :--l:l!'J.r.ll Resources Coc: 52.136 ar.d any other applie:lble sucutory lie :~, a., :;t;:r-...ss con~ lie:-t on and sc:ari::' 
inr.e::~f in <111 lc:lSed mine.-als in and = c-...:::1 from the leased premises, all pro=Cs whic.'l may a.c--.Je to ~e from tl:c sale of such leased minerals, whether suc!t 
proc:e!s arc held by Les.sc: or by a third party, and all fix rur:s on and improvements to the leased prc::niscs used in connc~on with the production or ;:ro=ing of 
sue~ ~.rnioer:lls in order to sc::un: the payr::c:Jt of :UI roy:Ulics or other amounts due or to bec::r::e due under this lease and to s.cc:-.m: paymc:1t of any damag:s or 
loss tll ~'t.~sor may l Uffcr by reason o f Lessee's br::u:h of any cove:-t:lllt or condicoo of this ICJ.Se, whc:hcr express or implied. This lien and l ecurity interest may be 
fo~~oi'i.~'ith o r without court proc::::ding.s !n the manner provided in the Tille 1, Cllapter 9 of the Texas Business and Commc:= Code:. L..-sse: agrees tl-..3.1 the 
C or.lJtlissioller may requ ir-e Les.sc:: 10 ~ecut: and m:::>rtl such inst1Umcnts a:s may lx :-:asonably o=s;uy to acknowledg:, ana.c:.'l o r perfect this lien. Le:ssc: he reby 
n:p rcsat~ts that there arc :10 prior o r supc.-ior liens arising from and relacng to l.csse:. ;u;tivilies upco the above~c:c:ilxd prcpe:ty or from Le:slce's acquisition of 
this lease. iho ul d the Commissioner ;1.1. any time detc:-:nine that this rc:prcscnution is not lrlle, the:1 the Corrunis.sioner may declar: this le= forfeited as provided 
\.. _ ..... . 
m;re:a. • 

• 
•: • • ·~. POOL.rNG. Lcsse: is her:oy granted t.'l: right to pool or unitize the royalty in teres: of the owner o f the soil undc~ this lease with any other leasehold 

or m inerJJ intc::::si for the ex;>lo r:uion. development and production of oil or gas or cither ofth:m upo n the same Le:ms as sh:Ul x approved by the School Land 
Board and the Com missione: of the G=cral L3nd Office for the pooling or unitizing of the inter= of the S ta t.<: under this lease j)urru:u!t to Texas Na.!lJ.t:ll Rcscur= 
Code 52.151-52. 153. Tnc owr.cr of the soil agrees that the inclusion of this provision in ~is leas.: satisfies the: a c:c:-Jtion r:quire:ne:1ts suud in Texas Natur.ll 
Resources Code 52. 152. 

J S. INDEMNITY. Less= hc=by releases and d isc:h3r1es the SL:Ue of Tex.as aEd the owne: of the: soil, their officers, employees, partnc.-s, ~cnts. 
contrac:ors, subcontr.lctof3. guests, invi1.e:s, and their respective suc:;cssors and assigns. o f and from all and any actions u.d c;wse:s of action of every nature, or other 
harm. including environrncn!.al harm, for whic.'l r:CO'Icry of damages is sought, ind ucing. but oot limiLed 10, :U I losses and cxpe:ue:s which ar: caused by the 
ac~Y!tics ofLessc:e, its offiecrs, employees, and agots arising oc t of. iocidc:1tal :o, or resulting fror::c., the opcr:uions of or for Le:ssee on the leased prc..-nlses 
hc:-c:;r..ier, or that may arise out of or be cc:asioncd by Lessee's brc:l.C!t o f any of the :.:rms or provisions of this A;re:me:1t, or by any other negligent or stric:Jy liable 
:lC! c: 01:1ission o f Lcssc::. Fur' .he:, Le:s.se: hc::-:by ag:rc:: s to be l i :~ble for. cxoncr:u.:, indemnify, dC:e:~d and hold !t:u-:nlcss the Stat.: of Texas u.d the: owner of the: soil, 
their officers. employees and age::ts, their succ.:.ssors o r assigns, agJinst any and :UI claims. li3bilitCl, lossc:s, dam:~gcs, ac-Jons, personal injury (including del.l.'l), 
c~su and e:q::e nses. or o t.'le: hJ.--:n for whic~ rc::ovc:y of damages is sought.. unc!er any theory icch.:ding :Ort. contr.lc:t, or stf.ct liability, including al'.or.Jcys' fc: s :111d 
othe r lc;ll ex;Je:Jses, ine!uding thos:: r-: lat:d :o ~:lvironr::e :Jt.a.l haurc!s, on the !c:lSed ?r::t:ises or b m y ·;ay rc!Jt:d to L=.ssc:'s failure to comply with any :111d all 
e :Jvironmc:nt:ll laws; those arising from o r in any way ~!:u:d to L: ssc: 's ope :-Wens or any othc: oi L::ssc: 's :l.Ctivilies on the leasd pr::nises; thos.c arising from 
L:sse: 's usc o f the surf:~ec of r..':e lease d pr-:nisc:s: and those th:u :r.:~y arise out of or be cc:casior.cd by L - · · : 's br::~ch o f any oi :he tc;.ns o r provisions of this . 
Agr: ::nc:n or JJlY other Jc: or o misSio n of L:ssc: , its dir:c:ors, oF.ic:.:.-s. crnploye:s, partn:rs. J.ge::~ Qntrac-.ors, subcon~::~c:crs. :rJcSts, inviLe : s. :111d L!Jcir rcs ?cc:sve 
succ::ssors and :usigns. Each :ISsignc:: oitb is .~;re:ment. o r an ir.tc:-:st the::in. agn: :~ to lx liable: ~cr, excne:-:u.e, inc: mnify, t:c:!"c::Jd ;md hold h=less the $:.:lte of 
Tex as and the owner of the soil. their offic:.:rs, c::nployc: s. and ag: nts in the same manner provided abQvc: in connection with L~c ac:ivities of ~ss:c. its of.!c: .-s. 
c:n ployc:s, 3.nd agents as cc.scr.bd above. f.X CEPT AS OTHERWISE EXPRESS LY Ll:\IITED HEREIN, ALL OF TriT. G'>"DE~I:"ilTY OBLIGATIOI'S 
Ai' iD\OR Ll.ABI LITIES ASS UMED u.-;DER TrlE TER."\-15 O F TillS AGREDfE~1 SHALL !lE WTTI!OI..r r Ll:'I IITS A.""D WITHOl.TT R.EGA..'ill T O 
TI·n : CAUSE OR CAL"SES TilER.£ OF (EXCL L"IHI'IG PR.E-EXISTf."G CO/'o""DmO~S), STRICT LIABILITY, OR Tin: ~EGLIGE:'\C.!: OF A.~Y ?ARTY 
OR PARTiES (TNC LUDL'I G THE ;"1£GLIGE:"<CE O F THE L't""D Of.',1FI£D PARTY), WHETHER St:CH :"EGLIGE:"'C E BE SO LE, JOIXT". 
COi"' Ci.."R.q£:-n-, ACTIYE, OR PASS IY'"E. 



. 36. ENVIRONMENTAL HAZARDS. ~shall use the highest de~e of care and all reasonable safeguards to prevent contamination or poDution f · 
any envirOnmental mediwn, including soil. surf3(:C w:u.c:rs, voundwatt:.r, sediments, and surfa~ or sulnuzfa~ strata. ambient air or any other cuvironmentaJ medi 

0 
-

in, on, or unda, lhe leased premises., by any waste, polluWl(, or contaminanL Lessee shall not bring or permit to remain on lhe leased premises any as~s wn 
containing ITWUial.s. explosives. toxic m:w:rials, or subsunccs rcgula.tcd as h.a:z.:l.nlou.s wastes, hazardous materials, hazMdous substances (as the tcnn •Ha:z.udous 
Substan~~ is "defined in the Comprehensive Environmental Response, Compensation and LU.bility Act (CERCJ....A), 42 U.S.C. Sections 9601, et seq.).. or toxic 
substances unda any federal, state. or local law or regulatioo ("Haz:lrdous Mattrials"). except ordinary pro duro commonly used in connection with oil and ga.s 
exploration and development operations and stored in the usual DWU!U and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBffiON 
SHALL CONS1TI1Jil: A MA TER.IAL BREACH AND DEFAULT HEREUNDER AA"D LESSEE SHALL INDEMNIFY, HOLD HAR.'riLESS AND 
DEFEND Till: STATE OF TEXAS A4'iD THE OWNER OF THE SOIL FROM AND AGAINST ANY CIAL'riS. DA..%\GES, JUDGMENTs. PENALTIES. 
LIABILITIES, AND COSTS (INCLUDING R.EASONABLE ATTOR.''11EYS' FEES AND COURT COSTS) CAUSED BY OR ARISING Our OF (I) A 
VIOLATION OF mE FOREGOING PROHJBmON OR (D) THE PRESENCE. RELEASE. OR DISPOSAL OF A..'N HAZARDOUS MATERIALs ON, 
tiNDER., OR ABOur THE LEASED PRE.'rfiSES DURING l.ESSEE'S OCCUPA.'iCY OR CONTROL OF THE LEASED PREMlSES. LESSEE SHALL 
CLEAN UP, REMOVE, RL"rrEDY AA"D REPAIR A..'fY SOIL OR GROUND WATER CONTA."\fiNATION A.'il> DA..'rfAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MA TERLU.S IN, ON, UNDER. OR ABOUT THE LEASED PRE."\OSES DURING LESSEE'S 
OCCUPANCY OF THE LEASED PRL'rfiSES IN CONFORMANCE WITH THE REQUIREMENTS OF APPUCABLE LAW. THIS 
INDEMNIFICATION A.'il> ASSUMPTION SHALL APPLY, Bur IS NOT LIMITED TO, UABILITY FOR RESPONSE ACTIONS UNDERT~ 
PURSUANr TO CERCLA OR ANY OTHER ENVIRONMENI"Al. U W OR REGULATION. LESSEE SHALL IM'\ID> lATELY GIVE TI:iE STATE OF 
TL'US AND THE OWNER OF THE son. WRrrTI:N NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. UPON 
LEAR.'iiNG OF 1liE PRESENCE Or ANY HAZAlU>OUS MA TER.JALS. OR UPON RECEJYJNG A NOTICE FROM A..'N GOYE.RNM:Eio"T AL · 
AGENCY PERTAINING TOHAZARDOUSMATERIALSWHICH MAY AFFECT THE LEASED PRE~liSES. THE OBLIGATIONS OF LESSEE 
HE.REUND£R SHALL SURVIVE THE I:Xl"IRA TION OR EAR.LIER TE.R.'rfiNA TION, FOR ANY REASON, OF TI:flS AGREL"dEJJIT. 

37. APPUCABLE LAW. This lease is issued under the provisions ofTc:;t;JS N:ltW"al Resources Code 52.171 through 52.190, commoaly lcnown as the 
R.c:linquishment Act, and other applicable .starut.es and amendments thereto, and if any provision in this lc.ue does not conform to these 5Unltes, the statutes will 
prevail ova my nonconforming lease provisions. 

38. EXECUTION. This oil and gas lease must be signed md :IClcnowledged by lhe Lessee before it is filed of record in the county records and in the 
General Land Offi~ of the State ofTexas.. ()oou the filing requirements found in Paragraph 39 of this lease have bcm satisfied, the cffec:tive ~of this lease shall 
be the daze found on Page 1. · · . ' 

.. 
39. LEASE FILING. Pursuant to Ouptcr 9 of the Texas Business 31ld Commerce Code, lhi.s lease must be filed of record in the office of the County 

Oerlc in any county in which 3.11 or any part of the leased premises is lC>C.lted. and certified copies thereof must be filed in the General Land Office. This lease is not 
effective until a certified copy of this le3Sc (which is made and cenified by tbe County Clerfc from his records) i.s fil ed io the General Land Office in accordance with 
Texas Narural Resources Code 52.183. Additionally, this lea.se shall not be binding upon the State unless it recites the ac:ual and t1Ue consideration paid or promised 
for execution o f this le3Se. The bonus due the State and the prescribed filing fee shall accompany such ce:tified copy to the General Land Office. . r 

* See Exhibit "A" Att ed for Additional Provisions ••• • • • ••• 
•••• • • • •• • 
• 

•••• • • •••• 
• •••••• • • 

TITLE=.----::x-z:t~~-4....-..+--rn --
DATE= ..... --~/ ~C/C?~~~t~t[L_ ____________ __ 

• 

STATE OF TEXAS 

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

Date:. _ _ _ ......................... _ ..... ~::--.................... _ 

Keenom ~pL. 
Dor othy Jean lfi-rr SS# __ __.. 

Thomas Hi l l Puff Tr ust Tax 

Nancy Puff Jones Trus t Tax 

as Trus t ee 

STATE OF TEXAS 
·7 

BY:~----~----~~~--~----------
ofdi)\~~~lh~s33J.ri_lf)_th~lfr0~ft3§t and as 
o~:of the Nancy Puff Jones Trus t 

STATE OF TEXAS 

BY:.~~--~----~~~--~~-------­
lndividually and as agent for the State ofTexa.s 

Oak: ________________ _ 

Trustee 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



.· 

STATE OF ____________________ ___ 
(CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ____________________ _ 

BEFORE ME. the undenigned authority, on tlili cby persoo:ally 2ppeared. ______________________ _ 

known to me to be the ro whose name is subsaibcd to the foregoing instrument. as of 

-:;:--:-;-------::----::-:-~-...,.----,------,~-:----:----:---:----:-----:~--:--:--:-~md acl:::Dowledged to me tlw be executed the same 
for the purposa md consideration therein expressed, In the capacity stated, and as the ac:t m.d dct:d of said ~~ · 

Given under my hand and seal of offia: this thc. ____ day or __________ __.· 19 __ . 

Notary PubUc: in and for __________ _ 

STATE OF ___________________ ___ 
(CORPORATION ACKNOWLEDGMENI) 

COUNTY OF ___________________ __ 

BEFORE ME, the undCTSipled authority, on this day pcrson.ally appeaRd. _______________________ _ 

known to me to be the person whose name is subscribed to the foregoing instrument. u. _____________________ or 

-:---:--------,..,.----,.-----,.----------:---~---:--:---:-----,---,--:-;--and a.c:.knowlcdged :o me that be executed the lame 
Cor the pwpos= illld coruideration tber~:in cxp=d. in the c::apac:ity sw.c:d, illld as the a.ct and deed of said corporation. 

Given under my hand :md seal ofoffia: this the. ___ ---'day or ___________ ~ 19 __ • 

Notary Public: io and for __________ _ 

.._ .. 
STA.lt.fJf TEXAS (Il'o"DIVIDUAL ACKNOWLEDGMENT) 

c~~F TARRANT ~// 
Keenom V 

• Before me. the undersigned authority, on this day pcrsonallpp_pe=d nrtroth y Jean 1ttM , I~ dua lly and as 
~~e of the Thonas Hill Puff Trust and as TrUstee of tne~cy u Jones l'rus t 

STATE OF __ l)....L.....:.#W:J:......:...~:----.---­
COUNTYOF_~fYJ~~l~~~--~----

(INDIVIDUAL ACX.'IOWLED(jMENT) 

known to me to be the penons whose a.amcs are subscribed to the foregoing instrument, and ac:lclowledged to me that they c:xc:cuted the same for the pur~ses and 
consideration therein o:prc:ssed. 

Given under my hand and seal o f offja: this the. __ 2 __ '6-=-_ _ _ day o f 

........ ;.:;~ 
~0 ... ':.-..:.::~-.... MONICA MARLOWE 

c{-:/'.J.-_'\<:o \ NOTARY PUBLIC 
I ~ ) *· 
· ~ ' • ,. • .s State oi "fc;(ss ' \ .,· ... _ .; ,. I 

\ '<.·~ .>' Comm. Exp. 10-30-99 .· ... , . .......,..,. ... ~ .. """" .... u. ,.~;~ True and eorr:eat 
copy of 

Original filed in 
Reeves County 

Clerks Office 



.-
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"EXHIBIT A" 

Attached to and made a part of Oil and Gas Lease Keen om 
dated August 19, 1998 by and between Dorothy Jean-Hitt;"lndividually 

and as T r ustee of the Thomas Hill Puff Trust and as Trustee of the Nancy Puff Jones T rust, 
as the owner of the soil, and Clay Johnson, as Lessee. 

I. Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and agrees to maintain, restore and 
keep roads in usable condition so long as this lease is in force and effect. 

2. Lessee shall notify the owner of the soil a minimum of24 hours before cutting any new road, if nece$sary, into or on the leased 
premises. 

3. Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as Rroperty of 
the owner of the soil at the expiration of this lease. 

4. It is further understood and agreed that Lessee will bury and maintain all pipelines and electrical transmission lines. I & inches 
deep below the surface of the ground. ' 

5. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which this 
lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the owners of the surface. 

6. It is further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that 
only those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of 

• 'lie leased premises. • • • ••• 
~· •t:fQtWithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not 

• • po11ute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil 
• : ill writing if fresh water is encountered during drilling, or if a fresh water fonnation is penetrated. . .. . 
•••• 

&. L~see further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or 
• :. as~gns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional 

• damage to the owner of the soil 's other land and crops . 
• •••••• 

9. • UP.on written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits •: •Ma tank ba.tteries to protect livestock against Joss, damage or injury; and upon completion or abandonment of any well or wells, 
Lessee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon. 

10. Lessee further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of 
such well, or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as 
nearly as reasonably possible to its fonner condition at the cost and expense of the Lessee, it being the intention of the parties 
hereto that the Lessee shall restore the surface to as nearly the state that it is in at the time of execution ofthis lease. 

II . If all or any part of th is lease is ass igned, released, pooled or unitized, Lessee agrees to furnish the owner of the soil with a copy 
of any such document. 

True and Correst 
copy of 

Original fi led in 
Reeves County 

Clerks Office 
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General wnd Om ce 
Rcll oq ui,hrno t Act L~e Form 
R eviled, Scpte:nbcr 1997_ 

' Oil. AND GAS LEASE 

11ilS t.GREE.\.iENT is made xruJ c::nt.e.rc:dj q_to.tlili...!:.2._cily of August 19~ betwec::n. the State of Tc::o3, ming by :md through itl 
~~l~----~H~1~1==1~I~n~v~e~s~t~m~e~!D~t~s~,~=L~,t~d~··----------~---------------------------------------------­
........................ ~~ ..... ~~--~,_~~ ..... ~~ .......... ~~~ ..... -w~of 
_____ ....~.P;_a_;. oi.L.t.•--o~B~o>/.;x£l,_....,!l....,S.!.6~8...~.,~c=<--e~d~a~r=--!...P~a~r:...!k~, ~T...!:e~x~a~.=:s"""-~-~-:...,7!:8~~6-..=1,...'-""""'3;:::::::::::::::::::::::::::::::::::::::::::::::::::::.=-s:u-· d- ag- :..1-,­

(Give Permanc::nt Adc!te:ss} 
herein referred to i1S the owner of the soil (w hcthc:r one or more), and• ......... -.:::C:..:l~a:::...Jy:...._~J:..:O~hn~.::S~O~n~ ............................................................ _ 
.... __ ............... ----...................................................................... --.................... ~2~0L3~~w~.~·~W~a~J~J~,~s~, ,L,L· ~t~e~~s~o~o~ ..... --.......... --.......... -----.of 

Mi d land . T exa s 7 9 7 0 1 
(Give Permanent Address) 

hcreinaf'..e: c:.alled l...cssc:. 

I. GRANTING CU.. USE. For and in con.sidcr.ttloo of the :tmOunts stud below 31ld of the covc::nants aDd agre=ts to be paid, k~t a:od pc:iom:ed by 
L=ce \lOder this le3Se. the State ofTc::us ac'.ing by and through the owner of the soil. he:-cby g:raras. leases and lets uruo ~fer the sole and only Pl..trpOS¢ of 
p rospecting and drill ing for z.nd producing oil and ~:IS., laying pipe lines. building tlJU.s, storing oil and building power st:uicns, tdepbooe lin~ and other sttuc."'!ru 
tben:on, to produce, save, t:lke C:l11: ot: treat and t:r.LnspOrt said productS of the lease, the following IAilds siru=d in R eev es · County, SUte 
ofT c:x.as, 10--wit: 

• •• • • • • •• . .. . . 

T h e N/ 31 5 a cres o f the S/5 60 acres o f Section 44 , B lock 56 , 

P u blic School Land S urvey • 

~rw.aj~ir.C 315 = · mor: or less. Tne bonU3 consideraticn paid for this I= is 3S follows: 
• 

•••• • • •••• 
• •••••• • • 

• 
• •••••• • • 

To l.hc St;;U: o fT ==-~O.unL.LJ;;;e:.___JH:l..Uu.J.nud.L&..r.s;e;.J.d.~......:...,Suj~...xo....~.t~y~.~..f~o.uu.L&..r---'a..._n~dL-.;QI.L..L7.J./_J.I...l.IOe.>.Ot..:-::...::-..::-:...:-::...::-..::-:...:-::..-=-=-:...:-::..-=-=-:...:-=--=-=--=----------
eo:Jus (S 1 6 4 0 7 ) 

T o !.he owner o f the soil :_-::O;.;;n;:..e~...;H~u;,;..:;.:n:...:d.:..:r:.....:.e.:..:d_S.::...::i_x_t--=.y_-_f___;_o_u_r __ a_n_d __ 0_?.:_/_1_0_0_-_-_-_-_-_-_-_-_-_-_-_-_ - _-_ -_ - _-_-_ - _ 
D<lll:JTS (S. __ _.1u6.L;4:L..!...C. 0>£........__7 _ ___,) 

To~ bo~wcon.si~o~,~~T~h~r~e~e~H~u~n~d~r~e~d~T~w~e~n~t~y_-~e~i~g~h~t~~a~n~d~-=1~4~/~1~0~0~----_-_-_-__ - _-_-_ -__ -_-_-_-~­
conus (S· .... -~3L2.:....a8_..~1L4~---' 

• •••••• 
1lf'e tolllt be nus conside:ra.ton paid n:iJr=ts a ben us of, ___ .::F..;i;.f:;..;t:..,y~,..:a::.;n:.:..::d::........;N:..:..:o~/~l:...:O:..,O=----..... ------ - --- -..... - - -..... - _-_-_-_-_ - _-_-..... -_-_-_ 
.... _____ _________ Doll:J.rS(S 5 0.00 ) pe: a=, oo6 ·563 netaces. 

2. TE::t.\1. Subject to the other provisions in this le:lS: . this le:lSe slu.ll be fo r J t:nn of F i v e ( 5) y ea r S from this dl1! 
(he:ein ullcd "iJr.m:II}' term") :llld as long thcre:ffi.:r 3S oil and gas, or eiL':cr of :hem, i!. produc:-.1 in pay:ng quantiri~ from said lar.d. 
As used in this lc:lSe, tlJe t.enn "produc-...d in p3ying quantities• me:ms that the receipts from the ~e or other authcriz.:d ccrnmcrcial w e of ~e substz.nc.:(s) cove:d 
= ceed out of poclcct oper.uion:ll cxpe::.ses fo r the six months I3St past. 

3. DeJa:. Rentals· If oil or g3s in paying quantities is not b~ing produced from the premises on the fi rst anniversary date of this Le:lSe and there ~re then no dnlling 
operJtions b.:mg conducted on th~ prem1ses. then this lease shall terminate unless. on or before such anniversary date, Lessee shall pJy, y, d1recrly ro rh.: O\\ncr of th~ soil 
and a like amount paid or tendered to th~ COI\.L\IISSIONER OF THE GENERAL LA:-\D OF!'"ICE OF THE ST.-\TE OF TEXAS. AT AL'STI">J, TEXAS. a delay rer.t::\1 1n 

th' amount specified 1n the following schedule multiplied by the number of acres then co' cred by this le:lSe, which payment. "hen timely made. shall continue t111s k:J.Se for 
a period ol one {I) additional year. In like mann~r and upon payment of the an1ounts set out 1n the following schedule, this lease may be funher contmuc for successi\C one­
year pcnods dunng t!Je pnmary tenn ofth1s le:lS.: prov1dcd that pa:ment is made on or before the annl\ersarv dat.:. 

Annh ers:uv Date Del a' Rental per Acre 
First S 1 00 
Second S 1.00 
Th1rd S 16.67 
Founh S I 6.67 

True and Correct 
copy of 

Original filed io 
Reeves County 

Clerks Office 



. 4.. . PRODUCTION ROYALTIES. Upon production of .;il andlor gas, ~ssce ~es to pay or c.:w.se to be paid one-half(l/2) of the royal 
prova~ed for III thas le:l.Se to the Comm.i.ssionc:r of the General Land Offie<: of the Sr..w: o f Texas, u A ustin, Texas, and one-half (112) o f such royalty to the 0 ty f 
the soal: wner o 

(A~ . Oil.... Ro~ty.payable on o il, whic.'l is defined~ including all hydroc:ubons produ~d in a li.quid for.n at th~ mouth o ft.'le well a.,d also as all 
condensate, dasu ll :ue, and other !a quad hydrocarbons recovered from oal o r gas run through a SC?ar..tcr or other equapment. as hcro: :na."k: provided, shall be 

3/1 6 \ par. o f the gross produc-..ion or the ma.rlcet value thc.reot: a:t tte option of the owner of the soil or t.'le Commi~iona of the 
General bnd Office, such value to be dc..:rm.inc:d by I) the ltib~Jcs: pcsted ?rice., plus premium, if ll:y, offered or paJd for oil, cond=sa!.; distillate, or other liq ·d 
hydrocarbons. respectively, of 3lilce type and gr1lYit'J in the gc::c...-al arc3 when: produced and wt:e::~ nm, or 2) the highest m::rlcet pri~ th=f offc::-ed or paid in u~ 
zencraJ ~:1 wh~r: produe<:d and whe:a run, or 3) the gross proo:::.:ds oft.'le s.a.le the:cot: wltichcver :.S the greaJ.er. U:ssee ~..s thar before any gas prcdu~d from ethe 
lc::ISCd prc:nises is sold, used or proc=d in a plant. it will be run ~of cost to the royalty owners through an adcquaLc oil md gas Sej)uuor of conventional ryp.; 
oth:r :quipr!lent at le3St as e fficient, so th:1l :a.! I liquid hydrcc:ui:x>ns recoverable from the gas by su;:..': me:IIU will be rccovcr.:d.. The re:;ui=ent thai such gas be runor 
through a separator or other equipmen t may be Wltivc:d in writing by the roy:a.lty owners upon such te.:ms and conditions as they pn:.senCc. 

(B) NON PROCESSED GAS. Roy:a.lty on any gas (including O:~rCd jps), whio is defi.IlCd as all byd.roc:lrbons and gaseous subsun= cot defmed 
as oil in subpangrnph (A) above., produced from any well on sajd land (except as provic!ed herein witb rc:spect to gas proc=d in a pl:~.'lt fe£ the c::xtractioa of 
gasoline, liquid hydrocarbons or oL~CT product3) shall be 3/16 pan of the gross produdon or the ma.rlc~: ·r.Uue lh=t: at the option of the 
owner of the soil or the Corrunis.sionc of the General Llnd Offic.:, sue~ v:a.luc: to be b3Sd on the highest ma.rlcet price paid o r oF.e:cd for Jas of compu:lble qll4lity in 
the genenl area where produced 1nd when run, or the gross price paJd or offered to the producer, whichever is the greaLcr, prov ided th:U •.he =imwn pn:ssure b<IS(: 
in measuring the gas under this lease 5hall not at any time exceed 14.65 pounds per SGUMC inch a.bso!Ule, and the stalldard bas.: te:mpcrarur: shall be sixty (60} 
de~ Fahn:nheit. c:orre:tion to be made for pressure a.ccording to Boyle's uw, and for specific gra-vity ac::ording to test3 made by the Balance Method or by tb.e 
n:c st approved me:hod of testing bei.,g used by the industry :11 the time oft.csting. 

(C) PROCESSED GAS. Royalty on any gas proc:ssc:d in a gasoline jll3tlt or other plant fo r the recovery of gasoline or oL'ler liquid hydroc:ubons 
shall be 3 /] 6 p:lrt of the residue g ao; and the liquid hydroc:.:uOOns atr..c'..ed or the marlc~ vJJuc the.-coC u the option of the 
owner o f the: soi l or :J1e eo.'nr. is.sioncr of the Gc:JcraJ L3tld Office.. All roy:lltics due herein shaJI be based on oa.e hundred pc:c::1: (IOOo/•) of the tot:ll ?I ant 
pro<luction ofn:sida.:e gas a!!riilut:tble tD 6as produced froLa th!.s lease., and o n fi fty pe:-•. .::at (50%), cr that pcrc..-ot :~ceruing to U5se::. whic~cver is the grc=r, of the 
tot:l.l pl:uu production oi liquid hydrcc.ubens :u:ribuublc: to the gas produced from this lc::a.se: provide:i th:u if liquid hyd.roc:uO<lras are ~~vcrc:d from gas proc:ssd 
in J plant in whic!l L~.~= (or it3 pare::t. .rubsidi.-.ry or af!ili:u.:} owns an interest. then the pc~r.~e J.ppEC3ble to liquid hydrocmons 51-.:~11 be :tfty pcrunt (::0%) or 
the Qit~~;crc:nt JccrJing to a. third par.y proc::ssing g:a.s through suc!l r::lant under l processing ag::-:-:::n~.1t cc:gotia:d 31 3.1ill's fc:lg>-'1 (or if there is :10 sucJ third 
par.y~the'tlig.'lcs: pe~nc then being s~cir:ed in proc:ssi.,g :~g;"::mcn t:s or contnc'..s in the ir.dustry). whichev-:.: is the gre:uo:r. TJc res~ct::ive royalties on residue gas 
i111d.<>'Joi~J!d hyc!r::c::.r~ons shall be de: "~:::incd by 1) L':o: highc:~ c:a.rlc:t price p3.id o r oifc:-:::! for ilr.Y gas (or liquid hydrcc:utons) of compa.~le qu.:ll ity in the 
gene~ an._ or 2) :.he gross prie<: p3.id: -::: ;,Ee:-::d for s1:cb rcsic!ue 3 as (cr the wc:ight.::d :IV~: gross selling price for the respc:c.:ivc: gT:Irlc:s of !:quid hydr.:c:aQons). 
wb .~h<IIVer is the ~r. ln no cve!lt. howcvc;-, shall the royalties paya.bi: under t!lis Pa.r:l!:T"-t'h be less than t.'1c royalties which would luvc bc::1 due )lad the gas net 
CC<.:1 4J~C:d. 

• • •••• 
jD) O!<"::ER ?RODUCTS. Roy:a.lty o n c:ubon bl3clc, sulpb,- ~r any other ;>rc..!uc.s proc!u~d or mil11uf:~crur:d frcm g:!.S (e:-:c:i'C:ng liq~: id hydroc:~tbons) 

wh~!:-~ J.·' ·;.: ' casing.'lc::u!, • 'drJ ," or JJlY other g?.s, by frac:.i c n:.: ·. burning or any ot.'ler pr.:c:ssing shall be .3 I 1 6 p:!jt of the 
gross 2roduccat rt o i such produc::s, or the marx:t value th::eof, :1! the Of· ::! of the O'.I!Tlc~ of the: wil o r the: Commissior.er of the C-c: r.c :-:11 Lind Off.c:, sue!"! mark:t 
value to be determined as fellows: I ) on t.'lc basis o f the !l ighcst markc: pri::c: of : :le!'l product forth :: same mcnth in whjc!l such produc: is produc:d, or 2) en the 
ba.9i!•t:.Yl: average: gross s:a.le price of c:~c.'l p roduc: for the same month in whic)l s-..ach proquc:.s are ?roducc:d; whichever is the gr=r. 

~ 

••••• :S. MINL\IUM ROYALTY. Dur.ng any year afte: t.'lc cxpir.lt!on of the prirr.ar-J ter.n of :his lease, if this l=e is maJnL1ind 'ly ~~duction, the royalties 
p3i~dei" this lease in no evenc shall bc :css t.'lan an amount c:qtul to the tDtal ilMU:a.l de!Jy rcnt:ll !:ere: in provided; otherwise, lbc:r: shz.il bc due and payable on or 
be fore the last d:1y of the: month suecec:dir.g the iltlllivers:uy d:uc o f this le:l.Sc :1 sum equal tD the total atU'Iua.l rent:LI Ie:s.s the arnount of :"Oy:a.ltics paid during the 
preceding year. h" P:n'%Japh 3 oft:!1is le:tSe docs not spc.:fJ a d- l&J ae .• tl:l a~oJel2.at; !l-Je:~ fo r the pur;oses of this paragr.~ph.. the delay ~:'Ita! amount shaJI be: one 
dollar (S 1.00) per ac: : . 

6 . R0 Y AL ! { IN KIND. N ot'Ni:r..sunding a..ny other provision in this lc::lSc, u any time ;,r from time tD time, the owner of the: soil or the: Commissioner 
of the Gc::1c:ral L:u.d Office may, :11 the: opt!c n of either. upcn not lc:s.s than si.xt'J (60) days noti~ tD the holder of :he lease, require: that t..'lc: payme:1t oi any royalties 
accruing io such royalty owner under t.~ is lc::lSc: be maec i:1 lcind. The owner of the: soil's o r the: Comrnissione: of the: CXne:-al L=d Offi~'s right to t:lk: its royalty in 
lc!nd snaJI not d iminish or nc:;;atc the owner of the soil's or the Commissioner of the: CX:1c.-al Lltld Gffic.:'s ri~ts or Lc:s.se:'s obiigat::ons, w nc::.'lc: r exi'rcss or implied.. 
under t.'lis lease. 

7. NO DEDUCDONS. Lcssc:: agr=es th:u :a.l l roy:a.ltics ac::ruing under this lease (including those p3.id in kind) sh:a.ll be ~thcuc ~duc:ion for the c:osc o f 
proc~c!ng, g.athc::ing, stcring, separ:lting. t:re::l.ling. dehydrating, ccmpr-..s.sing, proc:s.sing, tr:lnspon:ng, and othawisc: m:lk:og the oil, g:l.S Jr.d other produC'.s · 
her.: under rc:~dy for sale or use. l..cssce ag:re--...s to ccmpuLC a..nd pay royalties on the: gross va.lt:e rec.:ived. including 1ny re!mburseme:Hs for .severance taxes and 
production related costs. 

8. PLA.'IT FUEL A..'ID RECYCLED GA.S. No royaJ::, shall be payable: on any ps as rr.:ly represent th is lc:lSe's proportioc:u.: sh;uc of30y fuel !!Sed to . 

process g:15 procuc:d hereunder in any processing pl:lnL Norwit.'lsund ing any othc: provision of thlS le~c:. 2.11d subject to the WTiru:n c:oras:nt o f the owner o f tl:e soal 
and the: Commi~:;ioncr o f the CXncraJ L:u:d Offie<:, Lesse : mJy r.:c-jc!: gas for g:u lift pt:r;x>ses on L'lc k ;;scd pr.:~iscs o r :or injection into any oil or gi!.S produc:ng 
form:~t ion underly ing t.'lc lc: J..S c:d premises a;"";c:r the liquid hydroc-:!rbcns cont:tincd in L~c gas have l::e:n r::novec; no roy:U:.ies sh:UI be: p:ly:!l::l : on the recycled g:lS 
until it is produc: d 3Ild sold or !!Sed by L:ssc: in :1 m31Ulc:r ·.vhic~ cntit! : s t.'lc: roy:a.lty o wners tD :1 rcyaJ ;y unde: this le:lSc. 

9 . ROYALTY PA nCEYTS A.'ID REPORTS. All royalties not ukc:1 inlc:ir.d s!1:llll:c p:tid to the Commissicnc.- of L'":c G: r.c::l.l L:lnd Ofiic: :u Austin, 
Tex::s, in the: foilowi:~g manner: 

?aymc:lt of:oyal:y on yrcduc:ion o f oil and gas sh:lll c c as provided in the rules ; c: for-'1 in the Te~:!.S Rc;ist:: . Rules cum:n:.Jy p:ovidc L'l3l roy:a.lty on oil is c!uc: 
:u-.d must be r.:c:i·1:d in the: CXner.ll L:md O ffice on or oc:or: :r.e 5u'l day of t.'lc: se :cnd :::c nt.'l succ.:~ d ing th:: monL'l oi prcd'.lc:ion. a.'ld royJ.!::' on g:l.S is th:c 311d 
rr.u:;t be: rec:ivcd in the G::1cr:ll LJnd OEice on o r bc:icr: the :St.'l day of me sccor.d monL'l sue::.::c: :~g the: month ofpr::duc:ion, ac::.omp3tlicd !>y the J.f!icavi: ?:the f 
owr.cr. m:J.llag:r or other :1uthori 2.:d 3JS : ::L cc mplctc:d in the :or.n :md m:lllncr pr:scribc:d by t.'l c G:::::-:11 L1lld Offic: and showin g :.'lc g;oss ::.mcunt 30d Jisj)~SiiJ~n. 0 

:UI oil :llld g:lS produc:d :1nd L~e m:ukc t v:Uuc o i the oi l :1nd gas. tcgether with J ccpy o f J.ll doc;.; rr: c ~lS. r: :ords or re;:or~ c.:Jn iir.ning :.'lc ~· ss produc:ion. dJsj)OSit lon 



. a.nd market value .including g3.S meta rea.ding.s. pipeline receipts, g.a.s line rcceipt:s and other checks or memoranda of amount produced and ~ut into pipclinc:s, tanks 
or pools and ga.s lmes or g3.S storage, .nd any other reports or records which the General Land Office may require to verify the gTOS3 producuon., disposition :lnd • 

' marlc:et val.uc. In all cases the authority of a manager or a&ent to act for the U:ssee herein must be filed in the General Land Office. Eacl1 royalty payment shalt be 
ac~mpa.med hy a check: stub, schedule, rum.mazy or other remittance advice sho.wing by the assigned GencnJ Lmd Offia: lease number the amount of royalty bein 
pa.d one~~ lease. If Less~ pay-3Eis royalty oo qr beforc_lhiny (30) day-3 after the royalty payment was due, then Lessee~ a penalty ofS% on lbe royalty ·or & 
~"23 .00, whtchever is~- A royalty payment which is oveT t.hiny (30) day-3laLc shall acaue a penalty of~~~ of the royalty due oc $25.00 whichever is VC;Ita 

In addition to a penalty, royalties shall accrue int=t at a rate of 12% per yeM; such interest will begin accruing when the royalty is sixty (60) days overdue. · 
Affidavits and supporting documents which are not filerl when due shall incur a penalty in m atnollllt set by the Genenl Land Office administrative rule which is 
effective on the date "Nhda the affidavits or supporting documents wue due. The U::s.se: shaJI ~all responsibility for payiDg or cawing royalties to be pa.id as 
prescribed by the due date provlded hcu:in. Payment of the dclioquenc:y penalty lhall in no way opcr:ltl: to prohibit the SULe's right of forfeit!.U"c as provided by Ia 
no r act to postpone the~ on whicll royalties were originally due. Tbe above pc::Wty provisions shall cot apply in e3.SeS of title dispute as to the Stat:'s paction; 
the royalty or to that portion of the royalty in dispute as to fair marlcct value. 

1 0. . (A) RESERVES, COl'ITRACTS AND OTilER RECORDS. Lessee shall annually furnish the Commissioner of the Gc:leral l.:lnd Office with 
its best poS3ible estimate of oil and gas rcsuves underlying this lease ex allocable to this le3Se Jnd shall furnish said Corn.mi.ssioncrwith copies of all contracn undq 
which gas i3 sold or proce.ssed and all sub~qUCDt ~ aod amendments to such c:ootraa:s within thirty (30) days uta e:ntericg into or makicg suc.'l contracts, 
agreements or amccdments.. Such c:ontnc:u and agrcc:mcnts wbc:n rec:eived by the General Land Offic:: shall be bc.ld in confidence by the GcncraJ Land Office unles:s 
othcrwi~ authorized by Lc:ss=. All other contracts and =rds pc:Uining to the production, transporurion, sale and m.arkaing of the oil and gas produced 00 sajd 
pn:mises, including the boolcs and 3.CCOunt:s., receipts and discharga of all wells., tanks, pools, mctc"S, and pipelines shall at all times be subject to inspection Ollld 
c:x:un.in.uion by the Comrnissio~ of the Gener.U Land Office, the Anomcy C~nCT.ll, the Govt:rDOt, or the rcpresenutive of airy of them. 

(B) PER. "fiTS, DRILLING RECORDS. Writll:n notice of all opc.ration.s oo this I= shall be subm.itt.cd to the Commissioner of the Gcnc::al 
Land Offic:: by Lesse: or opcr.Uor five (.S) day-3 be!"on: spud date, wcricover, rc-eotty, tempor3l)' abandonment or plug and a.bandonmc.'lt of any well or wells. Such 
written notice to the General Land Office sh.a.JI include copies ofR..illroa.d Commission forms for applic:uion to drill Copies of well tests, completion repom and 
plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. AJI applic:<Uions, permits, repom or 
other filing3 that reference this lease or any specific weU on the leased premises and tha1 arc submitted to ~e Texas R.l.ilroad Commission or any other governmental 
'4:eney shall include the word "St.Jle" in the title.. Additionally, in accordaoc:: with R.illroad Co=ission ruJcs, any signage on the leased pre:nises for the pwpose of 
ide.ntifying we! Is, tank b3n.e::ic:s or otbc.r associa.t:d improvements to the lmd must also include the word "St.ate. • Ussc:c shall supply the General l.:lnd Office with 
any records, memoranda. accounts, reports, cuttings :md corc3. or other io.form.arion relative to the oper.uion of the above-dc:scribed pr:mises, which n:Uy be 
requested by the General Land Offic:, in addition to those herein expressly provided for. Lessee shall have an c:lcctrical and/or radioactivity survey mac!e oo the 
bon:-hole section., from the base of the surface easing to the total dC)lth ofweU, of all wells drilled on the above desc:ibed premises and shall transmit a true copy of 
the.l8i M iach swvey on each well to the GeDcral Land Office within ftitcc:n (15) days ana the miling of said swvey . 

• •• 
• • •: • • (C) PENAL TIES. Lc:s.see shall illcur ~penalty whenever reports, documents or other materials :tre not filed in the Gc:leral l.:lnd Offi~ when 

due.• The f!Cnalty for late: filing shall be set by the General Land Office administralive rule wbiell is effective on the date when the materials w ere due in the C-ct~enl 
Land ()ffic::. M.. •' 

•••• 
• ••• • • 11. DRY HOLE/CESSATION OF PRODUCTION DtiRJNG PR.IMARYT".c:.R..'vf. U: during the primary t::rm he~ofmd prier to discovery md p-oduC"lion 

of oil or r.llS on said land, ~see should drill a dry hole or holes thereon.. or if during the primary term hereof and after the discovery and JC:Ual production of oil or 
g~ ~flf' ~e leased premises such production the:eof should case from 311)' c:wse. this le:ue shall not t=ninatc: if on or bc!"ore the expiration of sixty (60) days frOm 
date 14f completion of said dry hole or c..""SSation of production Lessee commences additional drilling or n:working ope:-;uions th=n... or pays or tenders the nc:n 
annual delay n::ltal in the same manner as provided in this IC":l.Se. U: during the last yeu of the primary tcnn or within sixty (60) days prior the:e<.o, a dry hole be 
cOfl!plir .. : and abandoned, or the production of oil or gas should case for any c:~use, Lessee's rights shall rcm:Un in full force and effect w ithout further operations •. 
unu1the t xpiration of the primary term; and ifL=ee has not rc.sumed production in paying quantities ax the expir:Won of the prim:lry term, Lcs.se: may maintain t!lis 
le~~::,nducting additional drilling or rc:woricing operations pursuant to P:u-agr.1ph 13, using the C:Cj)iration of the primary tenn as the date of ccssa.tion of \• 
proauctitrn under Paragr.~ph 13. Should the tim well or any subsequc:nt well drilled on the 3bove desc:ibed land be c:omple:ed as a shut-in oil or gas well within the · 
primary t::rm hen:ot; Lessee may resume payme:Jt of the annual rental in the same manner as provided herein on or before the n:nt:IJ paying d.at.: following the 
expiration of sixty (60) days from the date of completion of suc.'l shut-in oil or gas well and upon the failure to malce suc.'l payment, this IC":lSe shall ipso facto 
terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is loc:~t.ed on the leased premises, payments may be made in 
accordance with the shut-in provisions hereof. 

12.. DRJLUNG AND REWOR.'<lNG AT EXPI:RATION OF PRJMARY TE..'{.'.( It; at the e:cpintion of the primary ten:n, neither oil nor gas is being 
produced on said l;md, but Les.sc: is tho eng3ged in drilling or rcworicing opcntio ns the:-eon, this lease shall remain in fo rce so long as oper:u.ions on said ~II or for 
drilling or reworking ofJ.ny additional well are prosecuted in good faith and in-worbnaol ilc: manner without int::rruptions tot:J.ling mon: than sixty (60) days during 
any one such ope.""Jtion., and if they result in the production of oil and/or gas, so long thc:rcaftu as oil and/or gas is produced in paying quaDtities from s~d lmd. or 
payment o f shut-in oil or g3.S well royalties or compcnsaLOry royalties is made 3S provic!cd in :his lease. 

13. CESSATION. DRllliNG, A..'lD R-CWOR..'<ING. U: after the expiration of the primary term, production of oi l or g~ from the le:ued premises. after 
o nce obtained, should cease from any cause. this lease shall cot terminate if Lessee commences additional drilling or rcwo rXlng oper.1tio ns within sixty (60) days 
after such CC.SS:ltion, and this le3SC shall rc::nain in full force and effect fo r so long as such opcr:uions continue in good faith and in worlcnanlike manner without 
interruptions totaling more than sixty (60) days. If suc.'l drilling or rcworlcing oper3.tions result in the production of oil or g:~S.. the lease shall remain in full :ore:: and 
e ffect for so long as oil or gas is produc::d from the leased pre..'11UC3 in payi:1g qU.llltities or paymc!lt of shut-in oil o r gas well royalties or payment of compensatOry 
roy alties is made as provided herein or as provided hy law. If the drilling or reworicing opcr:uio ns result in the completion o f a well as a dry hole, the lease will not 
tenninatc if the !..: sse: commences additional drilling or reworking opc:-Jticns within sixty (60) days after the completio n of the well as a dry hole, and this lease 
shall remain in effect so long as Lesse: continues drill ing or rcwodcng operations in good faith and in a worlcnanlilce m:l.l\11er without inte~ptions totaling mor: 
than sixty {60) days. Lessee shall give wriaen noti~ to the Gcner:ll Land Offic: within thirty (30) days o f any cessation o f p roducticn. 

I ~. SHUT·IN ROYAL TIES. For pUijX)ses o f this p3r.lgr3ph. 'well" mc:lt\S any well thai. has he en assigned a w ell number by the sute agency ~av in_g 
jurisdictio n over the production of oil and gas. If. a1 any time lit: : the cx;Jirarion o f the primJI)' te:rn of l lease that, unt:l being shut in, was :Xing m:lint:uned !n. 

1 
fo rce and effect, a well c3pable of producing oil o r gas in paying q u:111 titics is loc:u.cd on the leased pr.:mises, hut o il or gas is not being prod uc:d for lack of sutu o. e 
p rod uctio n fad ities or Jack o f a suiuble mJ.rlc:t, the:1 Lessee may ;>ay as a ~hut- in o il or gas roy:llry m llr.ount equal to doub le the annual re:1L"ll provided in the 
lease, but ne t k~s th;m 51,200 :1 yeu for eac~ well cap3ble o f ;>rc c!uc:ng o il or gas in paying qu:!ntitics. 1r,LJgJipli 3 01 UIIS leased&! net spcctfy j llellJ ,e.;!Al 
amaugr rh .q fo r the purposes o ithis par.~g.nph . the de l :~y renul arr:ount shall be one dollar (SI .OOJ per ac: e. T o be dfc ~tiv :, e:~c~ initi al ~hut·i'f~LE3gaAC'~oHeet 
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must be paid on or before: (1) the expintion of the prim.uy tenn, (2) 60 days attcr the L=e c::e;ues to produce oil or gas from the leased premises. or (3) 60 da 
after Lessee completes a driJiing or rcworlcing opcntioo in aecordanc:e with the lease provisioJJ:S; whichever dale is lau:st. Such p&ymcnt shall be made on.e-halrl/2 

- to the Commissioner-of the General Lmd Office and one-half(l/2) to the owner of the .soil. If the shut-in oil or gas royalty is pa.id, the lease shall be considered~~ 
a producing lease and the payment .s1Wl extend the tenD of the I= for a period o f one 'fc::3r from the end of the prirmry tam. or from the first day of the: month 
following the month in which production~ and, 3lta that, if no suitable: produe'Jon .f.w:ilities or suitable m.arlcet for the oil or gas c:xisu, Less~ nuy o tend t.~ ' 
le:ue for four more su~ive pcriO<U of one (I) year by paying the same :1m0unt e:ac:.'l year on or be!orc the o:xpintioo ofexh shut-in year. 

IS. COMPENS.A TORY ROYAL TIES. I( during the period the lease is kept in effect by pzyme:1t of the: sbut·in oil or gas royalty, oil or g:u is sold and · 
deliv~red i~ pay~g q~tities ~m a we~ locaud wi_thlo ooe m.o~d (1,000) £c=t o~the le:ued p:cm~ and completed in tbe same producing ~oir, or in zny . . .. 
c~ Ill wh1~ dnio:1ge u occumng. tbe nght to coollnuc to lll.WiUul the: lease by p.zyul § the sbut-10 oil or gas royalty sha.I.J =e. but the lease shall relll4io effe~ · . 
for the: mn:ur.dc:- of the~ for which the royalr-J bas bc:n paid. The Lcs.s= may m:Uouin the le= fer four more su=ive y~ by Lc.lsee paying co~ · 
royalty .u the ":Y~ty rau: provided in the I= of the marlcet vaiU:C: of production from the ~n ~ing !he ~e orwhlc:.!l is ~mpletc:d in the same: producing ry 
n:servo~r and Within one U:eusand (1,000) fc:-c:t of the l=d pretni.SCS. Tile: compcllS210ry royalty IS to be paJd monthly, ooc:-half (l/2) to the Coi!Ulllssioner of the 
General Lal'ld Office and one-half (Ill) to tbe owner oftbe .soil, beginning on or before the last day oftbe month following the month in which the: oil or gu is 
produ~d from the well C.:lu:;ing the drainage or tbu is complc::.cd in the same producing reservoir md loc:uc:d within one lhoasand (1 ,000) feet of the leased pranise:s_ 
If the compc: nsatory roya.i ty paid in any 12-month period is in an amount less than the annual sb ut-in oil or gas royalty, Les:see sbal I pay an amount equal to the 
di.tren:-:~ce within :hirty (30) days from the end of the 12-month period. Compc::lSalOry royalty paymcna which are not timely paid will ac::rue penalty and i.Dten::st in 
accordance with P3ngnph 9 of this I= None ofthesc: provisions will n:lieve U:s.se: of the obliption ofr=son3.ble devc:lo pme:lt nor the obligation to drill offset 
wells :u proviced :n Ta:u NaNr.:\1 Re.so= Code 52. 173; however, u the de~oo of the Commis.siona, and with the Commissio ner's wriru:n approval, !he 
payment of compensatOry royalties can s.lrisfy the oblig.ation to drill offset well:... . . 

16. RETAINED A~GE. N otwilhstlnding any provision of this :c:~ to~ cootr::try, afl.c:r a well producing or c:~pable of producing oil or g:u has 
been completed on the l=sed pr.:misc:.s, Lc:ssee shall exc:rcisc: the dilige.'lc:e of a n:::JSOnal:ly prudent opcn.tor in dril ling suc!l zeditional well or wells as may be 
n:3Sonably nc:=:uy for the proper de-velopment of the le:ued pn:misc and in rnarlc:ting the production thereon. 

(A) VERTICAL In the event this l=se is in force and eff~ two (2) years :U'= the: CXFir.ltioo date of the prim.ary or c:xtc"::dcd t=:n it shall the.1 tenninau: 
:u to all of the leased p=nisc:s, E<CEPT (I ) 40 aaes surrounding ex.'l oil well c:3pable of produc:tlg in paying quantit.!c.s and 320 =surrounding c:xh gas well 
t:lpable of producing in paying quantitic:s (including a shut-in oil or gJS well JS provided in P li"J.gnph 14 l'.ereof), or a well upon which Lessc:-c is tho eng33ed in 
co"'inw.reus drilling or n:vrorlcing opc:r.u:io ns, or (2) the number of acrc.s included in a producing pooled unit purruant to Te:us N3lllr3l Rc.soiii"C:3 Code S2.1S I-
S:! •.1:1. ~r (J) suc."l zre= or lesser number of= as llUY then be alloc=d for production purposes to a pror:uion u."'lit for =.'1 =~ producing wc:U ur.c!e:" the rules 
:mcJ.t;rtlations o f the R.Wroad Commission ofTc::us, or 31rf successor ag: ncy, or other govc:rnmenu.l authority having j urisdiction. If at any time: afte: the effe::tive 
~~'th: pani:ll tennioation provisions ~reot; the applic:lble field rules ili'e c.'langed or the ;.veil or wells loc:u.ed thereon~ r:clas.sified so that len acreage is 
then:;Jlc:t allocated to s.:Ud well or wells for production purpo!cs, ~ lc:ue s~:Ul t..'le:e:.zpoo te:min:uc as to all ac-e:sge not the::-e:Ukr al loc::lled to said we: II or wells for 
prcduction purposes. Notwithsunding the ttrm.irut.ion of this lnse :u to 3 portion of the lands covc:rc:d hc:n:by, Less.:: sh.'\J l ncverthelc:.ss continue to have the right of 
iTJde~f r~and eb!'CS5 from the lands still rubject to lhis )e:uc: for all purposes dc.scibed in ~h I hereof; together with ~c:menLS and rights-of-W3y for existing 
roaa! \!isting ;1ipc:lines and other existing facilities on. over and :lCOSS all the lands desc..-:"bc:d in P:uagraph I hereof ("the n:::l.ir.c:! lands"), for ac=s to and from the 
rewg~cJ.I)nds and for the gathering or traruporutioo oi o il, gJ.S and other m ioer:lls produ.:: J from t!:e rc::Uned lands. : 

• (B) HORlZONT .AL In the event this le:ue is in iorc:e and effec:t two (2) ye~ aikr the c:xj)iration date of the primary or extended tc::m it shall further 
tc::minataoas to all depths below 100 feet below the total depth drilled (hen:inaftc "de:pcr ~t.lu") in c:3Ch well IOC31ed on =3-!t~ n:uined in Pa.--:Jgr.1ph 16 (A) 
at~v~: ~less on or bc::or.: two (2) yt;~~S after the primazy or cxtcded term Less..-: pays an amount equal to one-half (112) of the bonus originally paid as ' 
conside~on for !.his lease (as specified o n page 1 hereof). rr sue."' amount i.s paid. thi.s lc:ue shall be in force and effec:t as to St;cb de:;>er de;lt.'ls. and said 
tc:'flT~n shall be delayed for an additional period of two (2) years and .so lo ng the:=l'..:r as oil or p.s is produ~d in paying quantities from ruch deeper de-pths 
covered by this lease:. 

(C) IDENTIA CATION A.'ID RUNG. The surf~ acreage retained hercundc:.: as to och well shall, as nc:lfly as pr.u::ic.a.l, be in the form ofa sq!l3l'C with 
the well loc.:ued in the: center thc:n:ot; or such other s.'lape as may be approve d by the Commissionc:- o f t."le Ge::eral Land Offi~ Within thirty (30) days a&r paniJJ 
terrninJJion of this lc:ue l.S provided hc:rcin, Less.:: shall cx: cut= ar.d record :1 rek~ or n:le:ues coouining a s:~tisfac:Of)' legaJ desC::ption of the aCTc::~ge and/or 
de~lhs not ret.1ined h'rcuncer. The n:corded release:., or :1 c:ertilic:! copy o f s:arr.e, shall be fil e d in the Ge:~e:al Land Offi~ =mpar.ie:l by the filing fee prescribed 
by the General ~d Offic.:: rules in c ifect o n the 6.tc the releJ.Sc: is !iled. If Lessee fails or n:fuscs to c:xc:c:ute and n:cord such rde:ue or n:le:uc.s within ninety (90) 
d3ys aftc:- being :equc.st.ed to do so by the General Lal'ld Office:, then the Commis.sione.r JJ his so le d isC"Ction may designate: by writt..'"Tl iru::rument the ~e and/or 
de.,ths to be rc: le:ued hereunder and n:cord such instrument 3t ~·s expense in the counr-1 or countic.s whCTc: the le~ is loc:J.tc:d and in the official n:cords of the 
G=eral Land Office llld such designation shall be binding upon L=e: for all purpose . 

17. OFi'SET WELLS. Neither the bonus. delay n::1uls, nor royal ties paid. o r to be p:Ud. unc!er this le:ue shall re!iev: ~of his oblig~tion to protcC: 
the oil and g:u under the above-described land from being drained. Less.::, sublc:s.scc:. re~iver or othe r :~gent in control o f :he lc .lSed premises sltall drill as many 
wells :u the fac-.s ;nay j ustify and shall use appropriate me311S and drJ I to a dCj)th oecc:ssary :o pr.:ve:lt u.ndU<: dr.i.in=4:e of o il Jlld ~:u from the le:xsed pn:mises. In 
add ition. if oil anCJor g:r..s should be produ~d in commercial quantities within 1,000 feet of the lel.Sed premises, or in any case w~en: :.~e lc:ued pn:misc::; is being 
dr.Lir.ed by produc:ioo o f oil or g:u. the: L::s.see, sublc:ssc::, rec::iver or othe: ag~nt in conll'Ol of the leased premisc.s sh3.11 in good fai th be gin the drilling of :1 ·Nell or 
wei Is upon the lc.1Sed premises within I 00 days lite: the draining well or wells or the wei I or wells completed within 1,000 fc::t of the le:ue d prcmisc.s surt prcducing 
in commercial quantities and shaJI prosecute such drilling with diligence. F3ilure to satisfy the statutory o ffset obligation may rubject this le:ue and the owner of the 
so il 's :~gency rights to fo rfeiture. Only upon the determination of the Commissior.cr o f the Ge:~er.U L3nd Offi~ :llld with his writ:en approval may the payment of 
corr. j)ens3tory royai ty under a.pplic3ble st.lOJtOf)' parame:= satisft the obl igation to drill an offset well or wells r:quire d unde: th is pua.g:-aph. 

18. FORCE 11-WEURE. If. a.r~r a good !a.it.'l effort, Lessee is prevent=d from ccm plying w it."a :lll)' express or impl id cove:~ant of this le:ue. from 
conduc::ng drill ing e pcr.u.ions on the le:ued pr:mises, or from produc ing oil or g:u from Ll:e lease d ;>= is.:s by n::uon o fw:tr, r:~llior., riots, s::ilces, :lCts of Gori or 
any valid order. rul= or rc§'Jb tion o f gove:nment authoriry, the:~ while so pr:ve:~t:d, L=c:'s obliptio n to comp ly with sue;, c.cve:~ant shal l be suspc::~ ded 31ld L: s.;e: 
sh:!.l l not be Ji3ble fo r dam:~ges for fai lure to compl y with such CJVCil.lll lS; additionall y, this lel.Se shall be exte:~dc d w hile L:ssc: is prevc:~ r..: d. by any such CJU.S C, 

from C:lnducti ng c!rilling :md reworking o pc::ations or from produc:ng oil or g:u from the lc:ue d pre :-:~ ises. HoweYcr, nothing in this p~r:lph sh3l l suspend :he . 
pay rr.ent o f delay renuls in order to mainuin this )e :!Sc in effect during the prirn:try t=rm in :he 3bsc 1c.: o f sue!l drill ing or re wcrldng ope:ations or produciioa o( oll 
or g :u. 

·. 



·-- .. 

19. WARRANll' CLAUSE. The owner of the soil w=ts and :J.grees to defend title to the leased premise3. If the owner of the soil defaults in 
payments owed on the leased pranises, then l..e$see may redeem the rights of the owner of the soil in the lezed prcmi.SC$ by paying any mortgage, ta:.ces or oth r 
on the leased premises. If Lessee malc::s payments oo behalf of the owner of the soil under thi.s paragraph., Les.see may recover the cost of the:se payments fro e~eru 
rental and roya.ltie:s due the owner of the soil. · m 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less thm the entire undivided rurfa~ e:suu: in the abo 
~=ibed land, whelher or not Less«'s interest i.s SJ)"itied herein, then the royalties and renuJ he~: in provided to be paid to the owner of the soil shall be pai;e . 
l1l the: proportion whiclJ his interest~ to the entire undivic!cd surface esute and the royaltie3 and rent.al hercin provided to be paid to the: Cctnmissioner of th 

10 Jilin 
Gcnc:r.LI Land Office o l'thc: State ofTc.:c:u shall be liUwise proPQrticnat.ely rcdu~d. However, beforc ~ adjuru the royalty or r=Ul due to the Collllllissi :c 
~e General Land Office, Lessee or ilis wthoriz:d rcpre:scnULive m\U.t subntit to the Commis..siooa of the Gcnc:nl Lmd Office a writt1:11 stat.."11lent ·...-bic!l cxpl~~f 
d1screpane-J between the interest pwportedly le=d under this lease and the a.crual imc:rcst o~ by the owoc:r of the soil. The Commi.s3ioner of the: Gene:al LJ.nd 
Offi~ shall be paid the value of tbe whole J:reductioo allocable to lilY undivided interest not eovc:-:d by a lease. le:s:s the proporticna.te development and productio 
cost allocable: to such undivided intc1'Cst. However, in no event sha.IJ the Commissioner of the Gc:nc:r.!J Land Office reec:ive as a royalty on the gros:s production ° 
;UJocable to the undivided interest not l=d ao amount less than the value of one-sixte:nth-(l/ 1 6) of such gros:s.productioo.. 

(B) REDUCTION OF PAYMENTS. I~ during the primary tenn, a portion of the land covered by this lease: is included within the boundaries 
ofa pooled unit that has be= approved by the School Land Board and the owner of the soil in a=rd.a.ncc: with Naznn.J Re:so= Coee &::tions 52...151-52.154 or 
U: at any time after the ~pir.u.ion of !he primary term or t..'le c:xtendcd tenn, this lc= covers a Jc:ssa- number of acres than the tot.al arnouot desc..;bed herein. ' 
payments that ate ma.Ce on ~per ac::n: basi.s hereunder shall be reduc:d according to the number of= pooled, rcle:ued, sum:rtder:d, or owrwise severed, so that 
payments determined oo a pc:r ~ basis under the tams of this lease dwing the: primary term shall be calcula.tcd based up<lD the numbc::- of= outside the 
boundaries of a pooled unit. or, if after the c:x;>ir.ILioo of the primary term. the number of= actually retlioed and covered by thi.s I~ · 

21. USE OF WATER. Les.see shall lwfe the rig)lt to use w:~ter produced on said l=d =ary for opera.tiom under this lease ~c:pt w:u.:r from wells or 
unks of the owner of the soil; provided, however, Lessee shall not use pouble water or waLe: su itable for livestocl:: or lrrigJI..ioo purposa for wa.tcrflood operuions 
without the prior consent of the owner of the soil. 

22. AUT'rlORlZED DA..\1AGC:S. Le:s..se: shall pay the owr.er of the soil for darnag::s ~d by its opcntions to all pcrsooal prope:ty, improvements, 
liv::stoclc and crops oo said land. 

2J. PIPEUNE DEPTH. When rcquesud by the owner of the soil, Lessee shall bury its ~ipe!ine:s below plow depth. 

• • • • • • 24. WELL LOCA TJON LIMIT. No well shall be Crilled ne:lt'Cr than two hundred (:00) fe:t to any house or barn now on said pr:::n~ wit..'lout the 
writ:e:f ~nscnt of the owner of the soil. . 

•••• • • • 
•• • 2.S. POLLUTION. In developing t.'lis ate:l, Lessee s:-aalJ use the highest degree of= and all proper safeguards to prevent poll ution. Without liinjting the 

foretb ing. pollution of ccastal wetl:lnds, ru.rur.U waterways, rive~ and im pounded water shal l be pr:ven~ed by the usc of containment facmr:ies suffic:ent to prcvent 
spjl!'l~ lc:t~agc or g:ound wat~r ccnt:unin.arlon. In the event of pollution. Lessee shall use all m= at its disposal to re~t'.JJ"C all esc.lped nydroc.:lfbons or ether 
polbant and sha.ll be responsiole for all damage to public and priv:ue properties. Less~ shall build ;J..Dd maintain fen= around its slush. sump, and dniru¥; pits 
:llld tanlc •aacries so as to protect livestocl:: ag:Unst loss, damag: or injury; and up<m ccmple tioo or ab:llldonment of any well or wells. Lessee shall fill a.,d level all 
sl~ pi't:and cellars :llld completely clc:lJl up the drilling site of all rubbish thereon. ussee shall. while: conducting oper.u.ioru on the l=scd premises, lc:cp said 
pre:Jeises free of all rubbish, C:11lS, bottles, paper cups or g:ubag:. and upon ccmpletion of ope::U.:ons shall restore the suriace of the land to as nc:JT its o rigin;U 
ccnditiol\and contours as is pr.laic.;lble. Tanks and equipme:ll will be lcept painted Ol.lld p~nuble. •••••• » 

• • I• 
• 26. REMOVAL OF EQUIP:vl"EYT. Subj ect to limit.at.ions in this Pat":l&-""J.Ph. Les.se: shall have the right to remove rnac.'line:-y and fJXturc.S plac:CI by 

~~·~ the le=d premises, including the right to draw and re:nove casing. within one hunclr:d twenty (120) days after the c.:ct~iratioo or the termination of this 
lease unless the owner of the soil gr.mts L.::s.se: an extension of this 12~ay period. However, L=e may not remcve casing from my wcll e:~pablc: of producing oil 
and gas in paying qu:llltities. Additionally, ~: m:~.y not dnw and remove casing untilaft=r t.'lirty (30) days written aotic.: to the Co mmiss ioner of the General 
l..uld Office and to the owner ofthe soil. T.1e owner of the so il shall become the owner of any mac..'linery, fixrure.s. or c::lSing whic:-a 3re ne t timely removed by L.c:sse-:: 
unde~ the terms of this pan.g:raph. 

27. (A) ASSIGNMENTS. Under the conc!itioru conuincd in this par:J.gr.!ph and P~h 29 of this le:ue, the rights :1.0d esu.tcs o f either party to this 
le:ue may be a.ssigned, in whole or in pan. and the provisions of this le:ue shall extend to and be binding upon their heirs, dc•,isees, lcg:ll rcprc.sent.:llives, suc~rs 
:llld a.ssigns. However, ~ ch:lllgc or division i.a ownership of the ):llld, re.nuls, or roy alties will net enJuge the obliglrlons of Lessee. dimin is:-a the rig)lcs., privileges 
and eswes ofussec, irr.pair the eF.ectiveness of any payment m:~c!e by L.::;see or irr.pair the effe::.iveness of any act pe:forrne:l ~y L:s.se: . And no c..iange or 
div is :on in ownership of the land, rentals, o r royalties shall bind Lessee fo r any pur,x>se until thirty (30) days aft:r the owner of the soil (or his heirs, devise~. legll 
repn:lent:Uives or assigns) furnishes the Lessee with s:uisfaaory written evidence o f the ch:lllge io ownership, including the originJ.l recorded munimcnts of ti tle (or a 
c::nified copy of sue!! original) whe:a the owne~hip c!langcd be-..au.se of a conveyance. A total o r par.:ial assignment of this lease shaiJ, t.o the extent of the intc..-:.st 
assig.,ed, rel ieve and discharge Less« of:l.ll subsequent ol:ligations under this le:l.Se. lfthi.s le:uc: is :lS.Signcd in its rnt.irc!y as to only part o f the ac=gc, the rightllld 
option to pay renuls shall be apportioned as between the several owners raubly, according to the arc of each, and fai lure by o ne: or mo rc o f them to pay his shli'C of 
L'le r-.nt:l.l shall not Ufect this le:l.Se on the ~an of the land upon wh ich pro rau rentals arc timely raid or tcndercd; howc:vCT, if the: a.ssignor o r assignc: docs not fi le 3 

c.::-tified copy of sue~ assignment in the General Land Off.ce be!"orc the n~t renul paying dau:, the entire le:ue shall termin:ue for fa il ure to pay the entire rc:nt:ll due 
uncer Paragraph J . Every a.ssignce sh:!ll suc:ce:d to all rig)lts and be subj ect to all obligations, liabil ities, :and penalties owed to t.'le S t.J..Le by the origin;U Jessee or allY 
prier a.ssignc: of the lc:!Se, including any li:~bil ities to the St.:lte fo r unpaid royal ties. 

(B) ASSIGNMENT LIMITATION. Notwithst:lllding :1.0y provision in P~ph 27(a), if the owner of the soil 3.Cqui res thi.s lezc in whole or in part by 
assip mcnt without the prio r written approval o f the Convnissione:- of the Gcner.l.l Llnd Office. this le:lSe is void :l.S of :.'le time of ;usig;ur.e nt :1.0d the agency power 
o f the owner may l:c fo r."citc:d by the Commissioner. An assignment will be t:n:a t.cd as if it we:-: mae: to the owner of the soil i f the ;usigne: is: 

(l) a nominee o fthc: owner of the scil; 
(2) a corporation o r subsidiary in which the owner o f the soil is 3 princ ipal nocX..'lolder or is an e:nploye: of sue :-a :1 ~rpor:uion or subsidiaq; 

I ·· 

(3) 3 partnership in which t.'lc owner of t.'le soil is l parm:r or is an employ::-: o f such J ,')artners:-aip; 
( ~) a princ:pal stockholder or employe: of t.ie COC?Or:llion which is the owne~ o f the soil; 
(5) a partner or employee in :1 pa.rtnc r;hip which is the owne: of the: soil; 
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(6) a fiduciary !D' the owner of the soil ; including but not limi~d to a guardian,. trustc::; cxceutor, administnu:or, receiver, or coruav
310

, forth 
owner of the soil; or c 
(7) a f.unily member of the O\lo'Tier of the soi! or n.l .u.c....i tot:;,, "'"' ''lef of !he sou b1 m.uriagc; blood, or adoption. 

28. RELEASES. Uncer the conditions contained in thi.s par.1vaph md P:Jr.~.graph 29, L::sscc mrt a1 any time cxec:' .. lt.e md deliver to the own a of 1h . 
&nd pl:~cc of record a rele:ISC or rele:uc:s covering :1:1y portio n or portions of the lc:ued p=iscs. :aod thc:rcby 3urrcodcr this le:~SC as to sucb portion or portions, e :~ 
relieved of all subsequen~ obligations 35 to acreage surrendered. I!aoy pan ofthu l= is properly S1lJT1:lldcrc:d, the d.elay ren!."ll due under thls IC3Se ~I be rc~ d 
by ~~e proportio n tha1 tl-.e surrcndere.d ~...3ge beus to the ac..-c:ago: wruc!l wa3 covc:rcd by this lease irumediau:ly prior to such sum:odcr; however, such release ~l~ 
not relieve L.es.see of any liabilities which may have acaued under thls le:ue prior to the surrc:nda of such :x:reagc. . 

29. FlUNG OF ASSIGNMENTS AND R.El..EASES. I! all or a.ny p;ut oflh.is lease is assigned or reiC3SCd, such as.sipzr.c::lt or rele= mUSl be tccllrdcd . 
the county where the land i.s situaiCd, and the recorded irutnmlcot, or a copy of tht: rctereed inst:-=t c.eniiicd by the County Oerlc of the county in w hic.IJ the m 
instrument is r=orded, must be filed i.o tbc <ftncraJ Uzld Office within 90 days of the last c:x~oo date accompanied by the presaiecd filing fee. If any suc.i 
a.s..signment is not so fi led, the rights acquired undcr this l=se 3hall be subjc:a to forfeinu-e a1 tbc option of the Commissioner of the Gcuc::aJ Llnd Office. 

30. DISCLOSURE CL4..USE. All provisions pertaining to the Jc= of the abovc-<kscribed land have been included in thls instrument. including the 
st:U.cment of the true eonsider.a.tion to be paid for the cxccutioo of this lC3Se md th.c rights and duties oftbc parties. Any eoii3LI:r.l.l agre:menu con=ing lhe 
development of oil and ps from the l=d premises wh.ic.b an: not eonuined in thU IC:ISC render this lcse invalid. 

31 . FIDUCL\ RY Dt..rrY. The owner of the soil owes the S tate a fiduciary duty 3.Cd ~ fully disclose :lnY fa.c:ts Ufecting th<: Sta1.e'3 inte:-est in the leased 
pre:11isc:s. Whe;, the intc..-:sts of the ownc:r of the soil eonflic: w ith those of U:e StaLe, the owne:- of the soil is obligttt:d lD put the State's int.eTc.Sts before his personal 
inter:su. 

32. fORFEITURE If Lessee shall fail o r refuse to malc:e the payment ofany sum wit!Un thirty days after it becomes due, or if Less~ or an authorized 
agent should lcnowingly make any false return or false report conc:.:ming prod~: c::ioa or drilling. DC" if l...c.ssec shall fall or refuse to drill any offset well or wells in good 
faith as required by law and the rules and regula1ions adopted by the Com.'Tiissio nc:--: of the C-.:nct":ll Uzld Offic.:., or if~ should fail10 !'ile re;:orts io the m2Mcr 
requird by law or fail 10 comply with rules and rcg-o~l:uions prcmulg3led by the C-enenl Land O fSc:.:. the School Uzld Bo:1rd.. or the JUjJroad Commission, or if 
L:.ssee should refuse the proper autho rity xc:.:s.s to the records pcruining :o opcr:uions, or ifl..ess= o r :rn 31.1thori.z:::! agent sho uld lclowingly fail or re fuse to give 
co rrect infonna1ion to the proper authori ty, or lcnowing.Jy fail or refuse to furni.s.'a the General Uzld Offic: a correct lo g of any we ll. or if L=e shall b owin; ly 
vio l3lj ~l of the materhl provisions o f this Je:ue. o r if this le3Se is ilSSigned JZ1d the ilSSig,rur.ent :.S oct fi led in the C-c-n~ Lmd Offic:.: as ::quir:d by law, the rights 
ac~eiratl ul"lllller this le3Se shJ..l l be subje~ to for.·e in;..--c by the Cor.unissionc:-, :~nd he sh.ill fori ::lt s:ur.e wbc.'1 sufficl e:~tly informed of the facu whic~ authorize a 
forfe iru~ •and when fo rfeited the area sha.ll again be subj ect to Je:ue under th1: ta= of the Relinquishment Act. HoWCYe~. oothing ber:lo sh:ill be construed as 
~w~g!tf~au:omatic ·:rmioaeon of th.is Je:lSC by opcr.u.io n o fl:!w or :,y r:350o o fJll)' s--yeciJ..l ii.miutioo ;u-'.3ing he.""CUnder. Forf: :rut-cs may be set :uide and this 
le :.:se~d all righ :.s •-'":c: :und:r rcinst:U.ed befo re the rights of J.r.othe~ ~1te:-ver:e upoo satisfactory c:vide:~c;: 10 11;:: Commissioner of the <ft:l~ L.l.1d Office of .I'Uthrc 
compll!lnc:e with the provisions of the law md of this lc.:JSe and the rules :10d r:gularions tba1 m..")' be adopt..~ re!:uive hc.-c10 . 

•••• • • 
• • • • 33. UEN. In JCcordan~ with Texas Narunl Resources Coee 52 136, the Sw.e shall have a tint liCD upon all oil and gas j:)roduc:d from the area covered 

by ~~s le:lSC 10 se cure payment of J..ll unpaid :-oy J..l ty ;u:d other st:mS o f mo: .. . , :.':.31 :-cay be:.:: me due: u.n<!a this le:!Se. By a.c...--:;nmc:e of :.'lis lc :ue. l essee J:P.'Its,l.'lc 
S t.:U.CJt ~·~ition to the lien provided by T= Na1Ur.ll R::=urc:s Code s:. i ~6 and any other applicable surutory lien, an a;>rcss cont:":l.l:ru3.l lien o n and security 
inL:::esa in J..ll IC3Sed minc:als in :md =c-..ed from the le:ued premi.ses, all j:roec:c!s -,hie. 'a may a.ccruc to Lcss.ee from the sale of sue~ Je:ued minenls, whd1er such 
pro ce:c!s a., held by L.e.ssee or by a third puty, and all fiXtllrt.S on :10d improvements to the ~e:tSCd premises used in connection wTth the production or proc=ing of 
suc~!o!!¢ miner.l.ls i.o order to se= the paymrot o f 3.11 :-oyaJties or other amounts due or io beeor-e due lll1der this Jc:ue and to sec:'.m: payment of any d:unag'--S or 
loss t.':at li5So r may suffer by re:uon o f L=;:e's br:ach o f any coven:10t or condition of this lc::uc.. whether express or implie d. This lic:-a and security interest may be 
fori!;e*" !""ith or without court proc..--ctfu:gs in the manner provided in the Title 1, Cupter 9 of the T cxas Business and Corr.me:-c: Coce. Lessee ~:s that the 
Commissioner may require Lessee to cxec-..Jte and ~rd sucb insO"Uments as may be reasonably oec=ary 10 :~cknowledgc; ar.a.c.'l or pc:fect this lien. Les:se: he:-eby 
rep resents tha1 there are oo prior or supai o r liens arising from and relati ng to Lessee's activities upon the above-described property or from Lessee's xquisition of 
this le:uc. Should the Commissioner a1 any time de :.ermine tha1 this rc:pr-..sc:"ltation is not true. the;} the Co mmissioner may declare this I= forfe:ted 35 provided 
hen: in. 

34. POOL{NG . Lesse:: is he~by granted the right to peel or unitiz: the royalty ioter::st of the owner of tl:e soil unde~ this Jc:ue w ith a.-1y o&.er le3Sehold 
o r m inenl interest 'for the explor:u.ion.. deve lopment a.nd p roduction of oil or gas or either of them upon the S31r.e te:ms :15 shall be approved by the Sc!:ool Land 
Board and the Co mmissioner of the G=er.l.l Lar.d Offi~ for the pooling or unitizing of :he inteTcsi of the Sl:lte unde: this Je:ue punuant to T cx:u Na1llr.ll Resour~ 
Code 52.151-52.153. The owner of&.e soil agrees tha1 the inclusion of this provision in thi.s l e:~SC sali.sfies the execut ion r:: quin:!Dents sta.t::d in Tcx:u ~btur.ll 
Resoun:c:s Code 52.152. 

35. INDEMN11Y. L.essee he:-cby rele:ucs and discha.J6: ; the Swe o fTcx:u aE:l the OWT!er of the soil. their oEic::s.. employ~ panne::s, agents. 
eon t:"ilctors, subcontr:lcto rs, guests, invitees, and their re.spcc:N:: suc=o rs llld assigns.. o f 3tld from all and :~ny :1etions md =cs of ac:ion o f every narurc. or other 
harm, including environmental harm. for whic.'l n:coverf of dam:~ges is sou~t., including, but not limited 10, 3.11 losses and expco.ses which arc = ed by the 
:~c:ivities ofLcs.sec, its offic:l"l, employees, 3Dd age:1ts w ing out o f, incidenul :0, or resulting frot:O, the oper.uions o f or for Les.se: o n :.'ae le:ued pr:mises . 
he:-eundcr, or ~at may we out of or be occ:uioned by L.essc:'s bn:JC!I of lily o f:l:e tenr.s or provisicns of this Agreement. or by lilY ot..,cr negligent o r strictly ll:lb_l e 
a c: or om:ssion o f Lessee. Further,~ hereby a grees to be li:~ bl e for, cxone~. in~emnify, d.e fend :1nd hold h3r.n.le.ss the Stal.c of Texas and the owr.er of the SOil. 
thei r office::s, employc:s and agents, the:r succ:.sso r> or 3s.5igns, ag:linst any ar.d all claims. li:lbil ic e:s, losses, d:~ma.gcs, actions, personal inj ury (includi:-ag de:u.'l), 
co~ts llld : x):crucs. o r othc~ har:n fo r w hic!l reco ve ry of d:muges is sought. uncc:- m y theory including tort. contr.lC"'.., or str.ct li abili ty, including 3lt.Omcys' fees llld 
othe r k g:U expe;,scs, inc!uding those re !~d to cnv ironme::!."ll !l= d.s. on the le:ued pn::nisc.s or io m y w:ry rel:lle d to L.es.see's fail~ to comply w ith M Y :111d Jll 
e :-av ironment.l.l laws; thos e :!ris ing from o r in a.ny way re la1:d to Lcsse: ' s ope:-:uions o r any other o f L:ssc: 's JCtivilies o n the le:ucd pn::-::ises; those :lrising from 
Les.sc: ' s usc o f the surf:~c: of the leased pn::niscs; ;u:d those th3l m:~y :!rise out of or be oc:::LSioned by L.es.sec' s breac~ of any oi:he tc:;r.s or provisions o f this . 
A ;;ree:ne;,t o r a.ny o ther act or om isSio n o f Lessee. ir.s dire ctc rs, oF.ic.:rs. : r.1ploy: cs, partnc::s. a_;C:~ts, comnc-.crs., subcontr.lc:or;, ~·Jests , invite : s, :10d U:eir rts~ccuve 
su:~sso" and :!Ss igns. Each :usignce o i this A grc:: ::o: nt. or lfl inte: st t.'ae::in. 3.g.:-:cs to be li:ilil c fer, e:xoncrau, indcr:mify, c e!c:1d :1..1d held h:1rr.1les.s the St.:;:e of 
Tex3S :10d t..,e owner o f the so il , their off:c.:rs, e:nployc:s. a.nd ag: :1ts in the same manr.c: j:)rovicc d above in COMection with t.'le activities oi Lc~sc e, its or.ic=r:· 
c:nployc: s, md :~ ge:: ts 35 de.sc:ibed abo,·: . E..'< CEPT A.S OTHERWISE E.X.PRLSSLY Ll :\ l rrED H ER£ IN, A L L O F TirE u'-iD E~L'\ITY OBLIGA TJOt-iS 
A,'i"A)\O R LIABILITIES ASSUM ED v~DER THE TER.'>lS O F THIS AG R.H:\IE:'>T S HAL L 9£ WITiiO lJT Ll:'tl iTS A.-.,1) WIT.r! O UT JU: GAH.D T O 
nn: CAUS E O R C A I..'SES THERE O F (EXCLt.:DrNG P RE· EX ISTTi'IG CONDm OI'iS) , s-TR}Cf L IAB ILITY, OR THL l'iE GLJG E:'iC E OF A."'.Y ?AiH Y 
O R PARTI ES (rNCL UD £NG TH E :-<E G LIG E :'iC E O F TifE L'mE.\ f.'llFIE D PARTY), WHETHER S UCH :"EG LIGE:'i CE BE SO LE, J O I:i"'T, 
CO NCURRE:'fl", A CTrvE, O R PASS fV""E. 



.· 
' . 

. 36. ENYIRONMENI'AL HAZARDS. Lessee shall usc the highest de ;vee of c:u-e a.od all reasonable safezuards to prevent cont.aminuion or poilu~ . · · · 
:mY env=nmental medium. including soil. surface waten, voundwuer, sediments. and surfac::: or subsurf:lce strau.. ambic:nt air or any other c:nvironmcrua~ll'le; or _ 
111, on, or under, the leased pre~ by a.oy waste, polluUIII, or eonwnin3llL Lessee slu.ll not bring or permit to remain on the lc~d premises any asbatos 'Utn 
eootaining m:u.uial.s, explosives, !Dxic ma.tai:W, or substan~ regula.ted as hu3rc!ous waste3. hazardous ma.t.criaJ.s, haz:=ious subsun~ (as the tc.'"IIl MHaz.u.do 
SubsUII~~ is defined in the Comprehensive Environmental Ra:.spo~ Compcnsaticn and Liability Aa (CERCLA), 42 U.S.C. Sc:::ioos 960 I, c: seq.). or toxic us 
subsunecs unc!cr any fedcral., sta:tc, CK loc:11 !r.af or rcxuJa.tloo ("H=Ir'...ous Mu.eri.JJ.s'"), cxe..~t ordinary products commonly used in connct:tion with on and llS 
c:xplor.uioo :1t1d development operations and stored in the usual m.anncr and quanctics. LESSEE'S VIOLATION OF THE FOREGOING PROHIBmON 
SHALL CONST'lTll\E A MA TI:.R.IAL BREACH A."'D DEFAULT m::REUNDER A>""'> l.ESSi:E SHALL INDE.\iNIFY, HOLD HAR.'riLES.s AND 
D EFDID TliE STATE OF TEXAS A.'ID THE OWNI:.R OF THE SOIL FROM A.'ID AGAINST).]'('{ CIADLS. DA.)UGES, JUDGM:Ei'.."TS, PDIALn 
L IABILITIES, A.'ID COSTS (INCLUDING REASONABLE A TTOR.'lEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (1) A ES. 
VlOU.TION OF THE FOREGOING PR OHlBmON OR (D) THE PRES~CE. RELEASE. OR DISPOSAL OF A.'N HAZARDOUS MATE1U.\ts ON 
tiNDER, OR ABOUT THE LEASED PRL'\flSES DURING L.ESSEE'S OCCt.iP A.'lCY OR CONTROL OF THE LEASED PREMISES.. LESsEE SHALt' 
CLEA.'l UP, RE:'rfOYE, RL\-tEDY "-""D REPAIR A."lY SOIL OR GROUND WATER CONTA.'~flNATION A.'ID DAMAGE CAUSED BY TilE 
PRES~CE OR RELEASE OF A.'fY HAZARDOUS MA TERlALS IN, ON, UNDER. OR ABOUT THE LEASED PRL'>IJ.S:ES DURING LESsEE'S 
OCCUPANCY O F ~E LEASED PREMISES IN CONFORMANCE wrnJ THE REQL4REMLVI'S OF APPUCABU LAW. THlS 
INDEMNIFICATION A.'ID ASSUMPTION SHALL APPLY, BUT IS NOT LlMJTED TO, UABn.IIY FOR RESPONSE ACTIONS Ul'IDERT AKD1 
PURSUANT TO CERCI.A OR ANY onn:R ENVIRONME'IT AL LAW OR REGUL\. TlON. LESSEE SHALL ~f'EDL\T"L.L Y GIVE THE STATE OF 
Tl:."CA.S A.'lD mE OWNER OF THE SOIL WRI'lTDI NOTICE OF A.'fY BREACH OR SUSPECl.e.D BREACH OF THIS P ARAGR.Al'H, UPON 
LEAR. 'liNG OF THE PR:ESE'lCE OF ANY HAZARDOUS ~ TER1ALS, OR UPQN RECEIVING A NOTICE FROM A..'fY GOVERi'iMDiTAL · 
A GE.'lCY PEn ~G TO HAZARDOUS MA TERLU.S WHJCH ~U Y AFFECT nn: LEASED PRL'\1ISES.. TIIE OBUGA.TIONS OF LESSEE 
liL.R.Eu1'/D£R SHALL Sl.;"RYIVE THE EXPIRATION OR EAR.LIER TER.\CJNA TION. FOR A.'fY REAS{)N, OF THIS AGR.EL'\1E'il'. 

37. A?PUCABLE UW. This I= is Issued undc: the previsions ofTc::u:sN:arunJ R.e.sourc.:.s Code 52.171 through 52190, commonly lcto"'U u tU: 
~linquishmcnt Act, and other a.pp lic::a.ble stanrtcs and amcndmcnu thc:TI:10, and if :1t1Y provision in this I= doc.s not conform lD these sun11cs, the suru~:a will 
prevail over -my nonconforming lc:ue provis.ions.. 

38. EXEctrnON. This oil :md g:u lc:ue must be 5igned :md :w:.k:'lowledged by the Lessee be!'or: it is filed of record in the county ~orc!.s ;Jnd in tl:e 
Gene~ L:1t1d Offi~ of the SUte oCTe;t;lS.. One.: the filing requiremc:1ts found in P~h 39 of this JQSe have been 33lisfied. the cffec-:ive ~of this lezsc shall 
be the da.tc: found on Page I. · · . ' 

• •• 39. LEASE FlLlNG. P'.lrruant to Ouptu 9 of the Tc:x:u 3usincss :md Com.n:c.."'C: Code, this IC3Se must be filed ofrcCCJrd in the oflic: of the County 
C!¢jg !ny CCJunty in wbicb all or any part of the Jc:ud premises is loc.::lt.c::i. and c::tified copies thereof must be fLied in the: G.:n~ Land Office. This lc:JSe is not 
etr.r;~ve until :a certified CCJpy of this le:ue (wrucb is m:ule and c:.'1ifid by the County Cle6c !'rom his ~CCJrds) is filed in the G.::~c..-al Land Offic:: in ac;crd3llc: wit."a 
Tc:xa~.rur.ll itcsourccs Code 52..18J. Additionally, this le:JSe shall not be binding upon the SUI= unless it recites the ac:ual and true con.sidc:-Jtion paid or ?romiscd 
Col ~:cl!tion of thiJ le;uc, The bonus due the Swe and the: pr-...sc:ril:ed fil ing fe: shall ac;:cmpany lUC~ ce:ti!ied copy to the Gcne:-:ll!..and Offic:. . • 

-:::: • * See Exhibit "A"~At)J)'he_:!or Additiona1 Provisions 

..... : _M~v;{pd!/ 
• LESSEE 

• BY: Clay ,Jqhnc::on 

• ....... 
• • 1TI1...E: ______ -::---:::-7'T-------

DATE:_9L_-~cfl£~-J.w:::W=--------. •••••• • • 

STATEOFTEXA.S 

BY:~~--~----~~~--~~---------­
Individually and as ;tg:nt for the State ofT= 

Date:. ________________________________ _ 

5I A 7E OF TEXAS 

STATE OF TEXAS 

BY:.~~~~--------~~--~~--------­
lndivicually and u agc:~t for the Su te of 'cx:JS 

D~: ________________________________ _ 

True and Corre6{ 
copy of 

Original filed in 
Reeves County 

Clerks Office 



,. 

STATE OF ______________________ __ 
(CORPORATION ACXNOWLEDGMENJ) 

COUNIY OF ___________ _ 

BEFORE ME. the undcr3ig:ned :wthority, oa thU cby perscnally zppe:ll"Cd'--------------------------------------
known tom~ 10 be: the~a w~ IWI1C is subscribed t.o the fo~goiog instrument. as, ____________________ ~or 

-;::---:-;------:---:-:---:--,---::------:-7--:----:---:---,--:----~:---:--:--:-:--ind ac.bowledgcd to me ~ he e:xccuted !he s:un · ' 
for lhe purpos= ;and c:on.sidaatioa thc:rein c::rp=d, in the e:tpa.city st:JU:d. md as the act :md deed of S3id c:.orporaCon. · e 

Given under rrry ba.'ld and SC3l of offic:: this the. _______ cby of ___________ _,· 19 ___ . 

Not:J:ry Public in ;and for __________ _ 

STATE OF _________________ _ 
(CORPORATION AC.ol0Wl..EDGMEN1) 

COUNIY OF ____________ _ 

BEFORE ME. the under.;ign.ed :wthority, on this day personally appe21'ed _____________________________________ _ 

lcnown to me t.o be: the pe:"SOO whose name is subsc:ibc:d t.o the fore&oing instrument. &S, _____________ _ _ _____ __;of 

-;--:------:---.,-,----------.,.-----::-----:--:----:---,-.,---:--:--:-:--and ac!c:owlcdg: d to me th3l he :::.:::uted tbe l3l::c 
for the pury<>sC3 :and c.onside::uion th=in CXjlre.ssed, ia the cpacity sw.:d. and as the aa and decl of said c;)rpor:lrioa. 

Given under my hand and .sn.l o f effie: this the _______ day of ___________ _. 19 ___ . 

• •• • • • • •• 
•••• • • • •• • 
• 

•••• • • 
ST~t:lF TEXAS 

. ---~---------------

•••••• ~ n ' : COO'N"rl-OF \ /..J 1 }J.../-~~ • ~~~~~~~~\J~~~-----

..,. • ,_,: Be:"ore me. the undcr3igncd authcriryL pn this d:~y pc.>on3.11y :tppc:=d 
~. c #, General Partner of Hlll Investments , L 

Notary Public in and !Or ___ _____ _ _ _ 

Al~n M. Hill, President of Casody Enter~r~ses , 

bown to.ne t.o be the ;lC::>ons -..,.hose o:unes are subscribed to t!le foregoing inst:wr.e:lt. and acloowledged to me :hat t.':ey e:x:cuted the same for lhe pur;>OS~ and 
c:o~~~~on therein cxpr=d. 

CONNIE MONTGOMERY 
M'{ COMMISSION EXPIRES 

February 12, 2000 
STATE OF ___ ~~~~-~~~~~~ .. ~~ .. ~~ (INDrYIDUAL AOC'iOWLEDGM8'm 

bown to :ne to be !he ; c:r3ons whose narnC3 u:: subscribed to the foregoing instnlme:1t. and acloowlc~g:d to me ... 'lat th~/ c:ccuted :he same for the pur,>OS~ and 
c.onsi~c:r:uion thc:r:in c~;;rc.:sd. 

Givc::1 under my h:u-:d :u1d se:ll ofoe)c::: this thc_......J~~-~=-----d:~y o f 

J ;;'j--;,:~~\ MONICA MARLOWE 
1*1 ~'*' NOTARY PUBLIC 
\")~~}~>) St3te of Te'( as 
~:S~' Comm. Exp. 10-30-99 

~~·,.q] 
Nct:lfY ?-.Jl:lic: in md ~or_-"-TJ-~_.:.......::c..._ ______ _ 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Offtce 



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

. . .,. 

' 

"EXHIBIT A" 

Attached to and made a part of Oil and Gas Lease 
dated August 19, 1998 by and between Hill Investments, Ltd., 

as the owner of the soil, and Clay Johnson, as Lessee. 
' 

1. Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and agrees to maintain, restore and 
keep roads in usable condition so long as this lease is in force and effect. 

2. Lessee shall notify the owner of the soil a minimum of 24 hours before cutting any new road, if necessary, into or on the leased 
premises. 

3. Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as property of 
the owner of the soil at the expiration of this lease. 

4. It is further understood and agreed that Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches 
deep below the surface of the ground. 

i 
5. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which this 

• ~e is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the owners of the surface. 
• • • • •• 

6.-• · i~is further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that 
.. onfy those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of 
• the leased premises . 

•••• w • 

7 .... ~2twithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not 
"'!•Wlute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil 

.. in writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated . 
• ······ .~ 8~ Lessee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successo(s or 

•• •• ~igns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional 
• drunage to the owner of the soil' s other land and crops. 

9. Upon written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits 
and tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, 
Lessee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon. 

I 0. Lessee further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of 
such well, or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as 
nearly as reasonably possible to its former condition at the cost and expense of the Lessee, it being the intention of the parties 
hereto that the Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease. 

11. If all or any part of this lease is ass igned, released, pooled or unitized, Lessee agrees to furnish the owner of the soil with a copy 
of any such document. 

True and 60rFest 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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\ OIL AND GAS LEASE~ t Y. r s k y 

nns AGREEMENT is made and entered inw this 19 day of August 19~ between the State ofTexas, aaing by lllld through its 

!:?? ~~Hill IattinnremJ-cms =. ::~v::=:-=mr%vtr~wt~m am~ ~ ~=}t)n~~t='FMfworthJ~ ~@_ s3id~ent 
(Give Permanent Address) . · 

bcrein refemd tD ilS the owner of the soil (wbctbct one or more), and. __ -:C:-:l~a"'y'--J=-=o:.:hn='-"So.,;O""'n=-........ --:----::-:-::-----
2 0 3 W • · Wa 1 1 S n j t e 8 a a of 
M jdland, Te x as 79701 

(Give Pc:rmancnt Add=) 
here ina1tcr called Less.=. 

I. GRANTING CLAUSE. For lllld in considc:ntioo of the amounts stmed below md of the covcoants and agreements to be paid. kept and performed by 
l..=:sce under this le:JSC. the State ofTc:x.as acting by and through the owner oflhc soil. bacby grmtS, leases aod lets unto Lessee, for the sole and only p~ of 
prospecting and drilling for and producing oil and gas, laying pipe li.ocs. building tanJcs. SIXX'ing oil md building power stations, telephone lines and other muct·u= 
then:on. to produce, save, take C:~R ot: trea1 and tnnsport said products of the lease., the following lands siOJated in Reeves County. Sute 
o £ T cxas, to-wit: 

The N/315 acres of the S/560 acres of Section 44, B1ock 56, 

Pub1ic Schoo1 Land Survey. 

containin.b.g _ __::3:.:1~5:::.._ _ __ aacs, mon: or less. The bon\13 consider.Uion paid for Ibis lease is a:s follows: 

••• • • • ••• 
•••• • • • •• • 
• 

•••• • • •••• 

Tothe StateofTaz: Three Thou s a nd Nine Hundred Thirty - seven a nd 50/100---------------
Do!l:ll'S (S 3 I 937. 50 } 

To the o~er ofthe soil: Three Thou s a nd Nine Hundr e d Thirty- seven a n d 50/100-------------
DolliU'S (S 3 . 9 37. 50 ) 

T otal bonw consider:Woo: S even Thousand Eig ht Hundr edclSeventy-f i ve a n d No/100----------
DolliU'S <s 7. 875 . po > 

• •••••• 
The ftltal ~nw consideneon paid n:pn:se:nts a bonus or, __ __;F::..;i:-:;f~t~y~a=-n=d::._N:.;:..=o':f/~1.:::0:.::0::.-_-_-_-:;-;::--;:;-;---;::----------_-_-_-_-_-_-_-_-_-_ 

• Dollazs (S SO, 00 ) per=. on 1 57 , 5 net=. 
• •••••• . F. ( ) • !. TER.'vl Subject w the other provisions iD this lease. this lease shall be for a term of 1 ve 5 years from this da.t.c 

(hc~'l i'lJtd "primary term") and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. 
As U!cd iD ~is lease. the term "produced iD pay inc quantities" means that the receipts from the $3.le or other authoriud c:ommerc:ial use of the subsunce(s) covered 
exceed out ofpoc~et operational expenses for the six months last past. 

3 Delay Rentals· If oil or gas in paying quamittes is not being produced from the premises on the first anniversary date of this Lease and there 3re then no dnlhng 
opcrauons bemg conducted on the premtses, then thts lease shall tennmate unless. on or before such anmversary date, Lessee shall pay, v, dtrectly to the O\\ ner of the soli 
and a like amount paid or tendered to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a delay rental m 
the amount specified in the following schedule multiplied by the number of acres then covered b} this lease, which payment, when timely made, shall c:onunue th1s lease for 
a period of one ( I) additional year. In like manner and upon pa:.-ment of the amounts set outm the following schedule, this lease may be further contmuc for successive one· 
year periods during the primary tenn of this lease provided that payment is made on or before the anniversary date. 

Anniversarv Date Delay Rental per Acre 
First S 1 00 
Second S I 00 
Thtrd S 16.67 
Fourth S 16 67 

True and 6orreet 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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4. PRODUCTION ROYALTIES. Upon production of v ii and/or gas. Lessee: agrec:.s to pay or C.lUSe to be paid onc:·half(l/2} of the royalty 
provided for in this lease to the Commissioner of the General Land Office of the State of Texas. at Austin, Texas, and one-half ( 112} of such royalty to the owner of 
the soil: 

(A} OIL Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and a1.so as all 
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be 

3/16 \ pan of the gross production or the marl::et value thereof; at the option of the owner of the: soil or the Commissioner of the 
General Land Office, such value to be determined by I) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid 
hydroe:ubons, respectively, of a lilce type and gravity in the gene. 'a! area where produced and when run, or 2) the highest m:ulcct price thereof offered or paid in the 
genenl area where produced and when run, or 3) the gross proceeds of the sale thereof; whichever is the grea.te1'. Lessee agrees that before any gas produced from the 
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil :1nd gas separator of c:Qnventional typ<:, or 
other equipment at least as efficic:nt, so that all liquid hydrocarbons recoverable from the gas by such means will be recovered.. The requirement that such gas be run 
through a separ.110r or other equipme nt may be waived in writing by the royalty owners upon S\Jch tc:rms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including C:~ted gas), which is defined as all hydrocarbons and gaseous subsunees not defmed 
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein wi th rapect to gas proees.sed in a plat~t for the extraction of 
gasoline, liquid hydrocarbons or other products) shall be 3/16 part of the puss production or the market value thereof; at the option of the: 
owner of the soil or the Commissioner of the General Llnd Office, such value to be based on the hi &}lest market price paid or offered for gas of c:Qmparable quality in 
the general area where produced aad when run, or the gross price paid or offered to the: producer, whichC'ver is the greater; provided that the maximum pressure base 
in measuring the gas under this lease shall oot at any time exc:eed 14.65 pounds per square inch absolute, and the standard base tcmpc:rarun: shall be sixty (60} 
degrec:.s Fahrenheit, c:Q=tion to be made for pressure =rding to Boyle's Law, and for specific gr.rvity according to tests made by the Balanee Method or by the 
most approved method of testing being used by the industry at the time of testing. 

(q PROCESSED GAS. Royalty on at~y gas p=ed in a gasoline: plant or other- plant for the recovery of gasoline or other liquid hydrocarbons 
shall be 3/J 6 part of the residue ga.s 3tld the liqwd hydrocarbons extracted or the =lcct value thereof; at the option of the 
owner of the soil or the eo:ru-tissioncr of the General Land Office. All royalties due herein shall be based on o~:c hundred percent (100%) of the total plant 
production of n:.sidue gas attributable to gas produced froLI this lease, and on fifty percent (50%), or that percent J.Ccruing to Lessee_ w hichever is the gfe3ter, of the: 
toul plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydroc:1tbons are recovered from gas processed 
in J plant in which Le.ssec (or its parent, subsidiary or affiliate) owns an interest, then the perc:ntage applicable to liquid hydroc.vbons shall be ftfty percent (50%) or 
the highest percent accruing to a third party processing gas through such plat1t under a processing agre:m~nt negotiated at arm's length (or if there is no such third 
party, the highest percent then being specified in processing JgTeements or contracts in the industry), whichever is the g;re:uer. The respective royalties on residue: gas 
and on liquid hydroc;u-bons shall be detr:r:nined by I ) the highest m31Xet price paid or offered for any gas (or liquid hydroc:1tbons) of comparable quality in the 
general are:t, or 2) the g:ross price paid or o ffered for such residue gas (or the weighted 3V~e gross selling priee for the respective grades ofl iquid hydrocarbOns), 
whichever is the greater. In no event, however, shall the royaltic:.s pay:lble under this paragraph be less than the royalties which would h.:Ive been due h3d the: gas not 
bc~IY~~cd . 

• •• 
• •• • (D) OTHER PRODUCTS .. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (exc:pting liquid hydrocarbvns) 

wht~? s.;d gas be "casinghead, • "dry," or any other gas, by fractiona ;..'l'~ · burning or any other proeessing shall be .J/1 6 parfofthe 
gross .,reduction of such products, or the market value thereof, at the op t.on of the owner of the soil or the Commissioner of the General Land O ffice, such market 
vaJuU~ ~determined as follows: I) on the basis of the highest market price of eJ.Ch product for the same month in which such product is produced, or 2} on the 
baS'!\Ij,~t average gross sale price of each product for the same month in which such products are produce~ whichever is the gr~r . 

• •: •• • :s. MINIMUM ROY ALlY. During any year after the expir:ltion of the primary tenn of this lease, if this lease is maintained by production, the royalties 
p3.id under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and payable on or 
before• the last day of the month succeeding the armiversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the 
P~llfeat. IIPsegiBph 3 of lt1is lcwe docs not Jpeeil) a de hi) NIIIAI -eu11t., ~.~leA for the pUfliOSes of this paragraph, the delay rental amount shall be one 
dolllr (S 1.~) per acre . 

• •••••• 
• ~- R~Y ALlY [N KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissioner 

of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to lhe holder of the lease, require that the payment of any royalties 
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General L.1nd Office's right to take its royalty in 
lcin d shall not diminish or negate the owner of the soil's o r the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or implied. 
under this lease. 

7. NO DEDUCTIONS. Le.ssee agrees that all royalties acauing under this lease (including those paid in kind) shal l be without deduction for the cost of 
prod~cing, gathering, storing. separating. treating, dehydrating, compressing. processing, transporting. and otherwise making the oil, gas and other products 
hen: under ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements for severance taxes and 
production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease 's proportionate share of any fuel used to 
process gas produced hereunder in any processing planL Notwithsunding at~y other provision of this le:ue, and subject to the wrirten consent of the owner o f the soil 
and the Commissioner o f the General Land Office, Lesse:: m:~y recycle ga.s for gas lift purposes on the leased premises or fo r inj ection into any oil or gas producing 
formation underlying the lea.sed prcmisc:.s after the liquid hydroc:u-bons contained in the gas have been removed; no royalties shall be pay:lblc: on the recycled gas 
until it is produced and sold or used by I..c:ssee in a manner which entitles the royalty owners to a royalty under this lease. 

9. ROYAlTY PA ThfENTS Ai'-TD REPORTS. All royalties no t t.:lken in kind shJJI be pai d to the Commissioner of the General Land Office 31 Austin, 
Texas, in the fo llowing marmer. 

P3yme nt of royalty on production o f oil and gas shJJI be as provided in the rules set forth in the Te.:cas Register. Rules currently provide th3l royalty on oi l is due 
and must be received in the General L:!nd Office on or before the 5th day o f the second month succeed in g the month of production. at~d royalty on gas is due: and 
must be received in the General und Office on or before the :5th day of the second month succeeding the month of producti on, J.Ccompat~icd by the affidavit of the 
owner, manager or other :~uthorizcd agent, completed in the fo rm and manner prescribed by the General Land O ffice and showing the gross amount 3tld disp~s i ti~n. of 
all oil 3tld gas produced and the marke t value of the oil and gas. together with a copy of all documc~ts. re cords or reportS confirm ing the gross production. dispOSitiOn 

A ., 
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. :u'ld m311cet value _including g:J.S meter reuling.s. pipeline receipts, gas line receipts and other checb or memoraod:l of amount produced and put into pipelines, tanJc.s 
or pools 311d gas hnes or i;u stonge, and any other reportS or reU>rd.s which the General Land Office m.ay require to verify the gTOSl production. disposition 3/ld • 

' marl:et val.ue. In all cases the authority of a mana.get" or agent~ act for th_e Lcssec:_hc:rein must be: filed in the Genenl Land Office.. Each royalty pa)'tnc:nt shall be 
ac:c:omparued by a cbeclc: stub, schedule; summ3l)' oc cxhcr rem.Ja.ance a.dv1ce shoWUlg by the as.siped Gcne.rall.md Office I usc number the amowu of royalty be' 
paid on each leouc. l!L=c:e pa}'3 his royalty oo or be: fore: thirty (30} days a.l\c:r the roy3lty paym::nt W3S due; then Le.ssc:.c OWC3 a penalty of 5% on the: royalty · lllg 

S2j.OO, whichever i.s p-e:u.er. A royalty paymc:Dt wruch il ova- thiny (30} d:l)'31&Le s.'uJI =e a penalty of~~~ of~ royalty due oc $25.00 whichever is~ 
In addition to a penalty, roy:llties shall ::c.aue int.e:rcst a.t a r:U.e of 12% per yc=; .ruc.'l interest will begin ac::ruing when the royalty is sixry (60} d.a)'3 ovc:-duc. · 
Affidavits and supporting docume:"lts whicb are not filed when due sh:ill incur a penalty in an a.moan.r: set by the Gcnc:nl Land Office administra.tive rule which • 
e tfc:c:tive on the: d.tte wh~ the Ufi<Uvits or supporting documents were du.e. The L::ssee shall bc:.u all responsibility for paying or cawing roy3ltic:s to be paid as

13 

pn=ribc:d by the: due da.tc provided he.--ein. Payment of the delinquency penalty shall in oo way operate to prohibit the: State's right of forfc:illlre ;u provic!e4 by Ia 
nor act to postpone the da.tc on which royalties were origin.ally due:. !be above penalty provisions shall not apply in c:a.sc of title cfisputl: as to the Sta.t.c:'s portion~ 
the roy:llty or to that porticn of the roy:llty in dispute :u to fair ma~Ut value. • . 

10. . (A) RESERVES, CONTRACTS AND OTHER RECORDS. L=c:e stwl annu:llly furnish the Commissioner of the: General l..:lnd Offic: with 
its best pos.sible estimate of oil and gas rcsc:vcs underlying this lease or allocable to this lc:3Se and shall furnish said Commissioner with copies of aJI contr.~cts undc:-
which gas is sold oc processed and all subsequent agreements and amc:odmcnts to .such contracts within thirty (30) days uta c.ntc:ring into or mak.iog su~ contnc:ts, -
agceements or amendments. Sucll con~.s md a.greemcnts wbc.n r=ived by the Gcxleral L.an.d Offie: sh.:lll be bc.ld ill conf!dc.nc:e by the Gc:nc:nll.and Offic:e unlcu 
otherwise authorU.cd by Lessee. All other contnc:3 and records pc::uining to the production. tn.o.sporwion. sale and marXc.ting oftbc: oil and gas produced 00 said 
premi.se3., including the: books and a.c:counts. ree::ipt:s and cfuclargcs of all wells. tanks, pools. mctul, and pipdinC3 sh.all at all timc:s be: .subject to inspection :llld 
cx:unin:uion by the: Comrnissicincr of the Gcnc:nl l..:Uld Offic:, the: Arulrr.ey C~..cral. the Go verner, or the: rep=tativc: of any of them. - . 

(B) PER. \.fiTS, DR.lL.l.n'lG RECORDS. Wricen notice of all opera.tlon.s oa t!W I= shall be: submitted to the Commissioner of the General 
Lsnd Office by Lessee or operator five (5) d3y3 bc:!"o~ spud cW.c:, worlcover, ~-<nt:r)', tcmponry J.bandonmcnt o r plug llld abandonmc.1t of any well or we Us. Such 
written not.ic:: to the Gcn.c:ra.l Luld Otiie:: shall include copiC3 of Railroad Commission fonns for a.;:plic::uion to drill CopiC3 of well tc::sts. COC1pletlon reports 31td 
plugging reports shall be: .supplied to the Ge:lc:nl Land Offic: a.t the time: they arc tiled with tbc Tc::us Rail1oad Commission. All applications, per~'li ts.. reports oc 
other filin~ tha.t refercnc: this lease oc any specioc well on the 1c:;ucd premises and tha.t arc submin.:d to the Tcx:u lU.ilroad Commission or any othc:t governmental 
agency shall include: lhc: word "SUte" in the title:. Additiorully, in =n:!.J.nce with R.:Ulroa.d Commission rules, any .signage on the: l=d ;lrc:nises for lhe purpose o f 
i~entifying wells. tank banaiC3 or otbcr ;wocia.ted improvc:nc:nts to the lmd must also include the: word "SU!e." LC3.sec shall supply the Gc:nenl l..:lnd Office with 
any records, mcmoClltldZ. lCUluoU. reports. cuttings 3.0d con::3, or othe: infonnarion :el:uive to the: opcr.uioo of the above.<Jc:scribc:d p~ which may be: 
rc:quc:st.:d by the: General l..:lnd Office, in a.Cdit!on to tbo.sc hc:.-cin Uilressly provi~ed fo r. Lc::s.se: sial! have an elc:ctric:11 311Clor cad"'10activily survey ~a.de oo the 
bore-hole section, from the base: oftl:e sur.ac: c;uillg to the toul d9th of well, of all wells drilled on the above desc::ibcd premises and shall transmit a lnle copy of 
the log of each survey on e:~c.'l well to the Genenl Land Office w ithin fl.ik= (IS) days after l!!c: making of said sucvc:y. 

(C) PENAL TIES. Les.sc:: sb:l.!l incur a pe11alty w~nevcr reports. documents or other ma.tc:ials 31"e not filed in the C-c:~eral l..:lnd Offic.: whe~ 
due. The pen:llty for late filing shall be set by the: General Land Offic: :l.dministrat:ive rule wbic.'l is c:ffec:iYe on the da.te when the: nut.e:ials we:e due in the: S:'?~er,U 
Lllld Offic.:. 1 

• • • • • • II . DRY HOLE/CES.SA TION O F PRODt!CTION DL'RJNG PRIMARY TERM. 11 during the primary t.:=:n hc::eof and prior to disc::>very and production 
of o'\1 &t g;u on said lane, Lessee should drill a dry hole: or holes thereon. or if during the primary t.e:rn hereof and after the: discovery and a.c:ual produc:tion Q[ o.il or 
g~·~~e leased p=nisc:s sue!-! production the~fshould =from any cause, this le;ue shall oot te=ina.te if on or before: the: c:xpira.t.ion of sixty (60) d'{;ys frOm 
da~ 8f cd'mpletion of said dey hole: cr c...""SS3rion o f production ~c:: commences additional drilling o r r:worklng opcr:uions thereon.. or pays or tenders the nat , 
31lnu1.1 del:~y rcnt:ll in the S31nc: nunncr as provided in this lc:3Se. If, during the: l:ut yQ! of the primary tc.'lll or within sixty (60) days prior thereto, a dry hole be: • 
COJI'I"IIt~ and ab3lldoned, or t.'le pi"OGuc:.ion of oil or gas should cc:= fe r any C.:lUSC. L..essc:'s righa shall remain in full fore= and e!fec: without furtber o~tio~. 
until~pir.uion of the primary t.c:rm; and if Lessee h;u not resumed production in paying quantities a.t the expiration of the prim:lry ter.n, Lessee may main&n this 
lc:~.b;.~nduc:ing a.ddit!onal drilling or reworlcing opera.tioru pursuant to ~h 13, using tl:e c:xp_il'3ticn of the: prim;uy term as the.da.tc ofc.:ssa.tion o~ . 
pro; ucu011 under P3r.lgr.lph 13. Should the first well or 3D)' subsequent well drilled on the above: d=bc:d land be completed as a shut-10 oil or g:13 well w1th1R the 
prim¥)' t.c:rm he:cof; Lessee may resume paymc::1t of the annu:ll renul in the same m311aer :IS provided bc.-ein on or bc:fo~ the I'C':lt:ll p;~ying dat.: following the 
c:::cpil'3tio~ofsixty (60) d:rys from lhe date of completion ofsuc.'l shut-in oil or g;u well 311d upon t.b.e failure to male;: .rucb payment, this IC"3Se shall ipso fa.c:to 
tc:ltQi!l!lf:! lfa.t the: expir.u.ion of the prim3l)' term or 3DY time therc:lftcr a shut·in oil or gas well is located on t.b.e le:J.SCd p~miscs, p:rymenr:s may be: made in 
ac::ord311~ with lhc: shut-in provisioru he :-co( 

•••••• . . . 
12. BRlt.I...ING .A..'ID R..-CWORKDlG AT EXPI:RA TION OF PRL'vfAR Y TE.'t.\1. It; a.t <he c::pit3tion of the: prim:l.t)' t.cnn. ne!tha oil nor gas is being 

produc::d on said I3Dd, but L..-s.see is the:"! e:1gaged in drilling or rc:worlcing open.tions the:-eon, this lc::J.SC shall remain in fo re:: so long as ope:-a.tions on said well or fcc 
drilling or reworking of 311y u!ditional well are prosecuted in good faith and in-woricm:llllilce manner wilhout int.:.:ruptioru tot.l.ling more than sixty (60) days during 
any one such oper.~tion. 311d if they result in the prodcetion of oil and/or g;u, so long the.r:::U\e: as oil and/or g:J.S u produc:d in p:rying q=tities from said land. or 
pa;r.ne:1t of sbut·in oil or gJS well roy:llties o r compensatory roy:lltiC3 is made 3S provided in this lc::lSe. 

IJ. G'::.SSATION, DRILLING. A..'ID REWORKING. u: aft.cr the expi.ntion of the prin=y t.c:rm. production of oil or g~ 5-om the !CJSed jli'Coilic:s, after 
one: obtained, should c.:.ase from 311Y C.:lUSc. this te:J.Se sh3ll not tcnnina.te if Lessee comrncnc::.s u!ditional drilling o r rc-Nonting opcr.stioru w ithin si:~ty (60) days 
a.ftcr such =~cion, and t.'lis lc:~ shall re:nain in full force and e ffect foe so long as such opera.tlor.s continue in geed faith and in worlcm.anlik: manner without 
interruptions tot:lling more: th311 sixty (60} days. If suc.'l drilling or n:worlcing oper.uions result in C.e produdon of oil or gJS, the: lc:3Se sh:lll remain in full fo~= 31ld 
effect for so long as oil or gas is produced from the leJSed pre:nisc.s in paying qu:llltitles or payme:"lt of shut-in oil o r g:J.S well royalties or payment of compcns310ry 
royalt ies is made as provided her::in o r as provided by law. If the drilling or rewoocng oper:uions result in the completion of a well as a dry hole, the IC:1Se will not 
tcr.nin:lle if the L:sse: commenc:s additional drilling or reworking oper.uions within sixty (60) d;rys after the complet.!on of the: we!l as a ery hole:, and lhis leJSe 
shall rc::nain in effect so long as Les.e: continues drilling or rc-No rlCng oper:uioru in good faith and in a worlc:m:mlilcc: m:I.'Uler wilhout intc.'":"\lptions UJt.:!ling more 
than sixty (60) days. Lessee sh:lll give wric::-a netic: to the Gc::eral L:lnd Offic: wilhin thirty (jO) days of any c::ssar:on ofprocuc:icn. 

I-'· SMUT-IN ROYAL TIES. For pur;:oses of this p~ph., "w ell" mel!'.s :~."1:• well tbu hJ.S be::1 JSSiped a we! I numbc: by the sta.tc ;tg:!lC'/ having 
jurisdiction over the prcduction of oil and g;u. If. at 311Y time ~:the e:c;Ji.ration of the prim31")' tc:r.1 of a leas: L'la!., until being shut in. W:J.S being mainuined !n. 
fo rce: 311d dfe::t, 1 well capable of prcduc!i:g oil o r gJS in paying q=titic:s is loc:u:d on t.'l: lea.s-:d premises, but oil or gJS is not bc!ng prcduc:d for taclc of su•uole 
produc:ion facilities or !Oleic of a suit:l.ble m:ulc:et. the:l Lessee may pay 3S a shut-in oil or gJ.S royalty :1.'1 :1:-nounl : qual to doubl e the u.r.u:!..l r::-at:ll ?ro·,ice d in the 
lease. but noc lesl ~an S1.2CO J yc~ ~or c:3c;, w '! IJ c:.pabl -: of produc1ng oil or g:l.S in ~~ying GU~tities. If? sg:;aph 3 oid.is lc:xsc C:cts htt spedt1 J deLJ tc.:t.a ' 

3!PI'I&aal( tl-itn for the pur;>oses oi this par.lg_-:~ph. the del3y rcnt.l.l :l.tnounl sh:lll be one dcll:tr (SI .CO) per 3c:e. To be effective:, e:~e!-a initial shut-in oil or ps roy:Ur; 



must be paid on or before: {1) the expiration of the priDwy term, (2) 60 days afteT the ~e ce:ues to produce oil or gas from the leased prenilic.s, or (3) 60 day 
after Lessee ~~plet.cs ;a drilling or reworking opc.ntion in accordance with the lease provisions.; whichever dale is I =st. Such payment shall be made one-half 

5

112 
to the CommJss1on_er of the General Land Office and one-half Q/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the leJ.SC shall be considered~ ~ 
a prod~ctng leJ.SC and the payment shall c:xtcnd the term of the I= for a period of one YC"3f from the end of the primaly t.c:rm. or from the fun day of the month 
fo llow1ng the month in whicn production c=sea, md, ;after that, if no suiuble pl'tXuction fxilirie:s or suitable marlcet for the oil or ga;s C?Cisu, Less~ lTl3)' ot~nd the • 
le:ue for four more succ.es.sive periods of one (I) yur by paying the same :~mount c=h yur on or before !he cxpir.ltion of c=b shut-in ye:u. 

' 15. COMPENSA 70RY ROYAL TIES. ~ during the period the le~ is kept in effec: by p:xymeot of the shut-ic oil or gas royalty, oil or gas is sold :llld · 
c!c!ivered ic paying quantities from a weD loeaLCd within ooe tho=d (1,000) feet of the leased pr=ises :10d compl~d in the ume producing rese:yoir, or in any 
cJ.SC in which dnin3.ge is ~g. the right to continue to maintain the lease by paying the lhut·i.a oil or p.s royalty shall cease, but the leJ.SC shall remain effe~:Uv · 
for the remainc!er of the ye;u- for whic.'l the royalty h:u been paid. Tne Le!;see may maintain the le= for fcur more su=ive y~ by L=ee paying eornpe!Ualo e 
royaJty_at the ~y~ty rau: provided in the I= of the rna.rXct val~ of production from the well ~i.ag the ~e or which is comple~d in the same Producing ry 
reservolf 0111d Within one thoUS.llld (1,000) fc::t of the lc=d prctruses. Tbe compcns:uory royalty LS to be paJd monthly, onc-h.alf(l/2) to the Comrnlssioner of the 
General Land Office ;and one-half(l/2) to the owner oftbe soil, beginning on or befcrc the last day oftbe month following the month In which the oil or gas is 
produced from the well causing the ~e or th;at l.s eomple:.cd in the sm~e producing reservoir and loc:atcd within ooe thous0111d (1 .000) feet of the leased P=ise:s.. 
J f !he co mpensa.tory royalty paid in aJtY 12 -month period is in an amount l e:ss than !he annual sb ut- i.a oil or gas royalty, le:ssee shal I pay an amount equal to the 
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments whic.'l are not timely paid willll.Cc:rue penalty and in~ In 
:u:cord0111ce with Pan.gnph 9 of this lease. Nooe of these provisions will relieve~ of the obliptioa ofre:uonable development nor the obligation to drill offset 
wc:l13 as provided in Texas N:uuraJ Rcso= Code 52.173; bowocr, :11 the dc:t.c::nnin.ation of the Commissioner, and with the Commissionc:.r'3 wri~ approv.U, the 
payment of compensatOry royalties = satisfy the oblig:llion to drill offset wells.. . 

16. RETAINED ACREAGE. Notwithstanding any provision of this leJ.SC to the contrary, a.ft.e:r a well producing or c:1pable of producing oil or g.a..s has 
been completed on the leased premises, Lessee !.hall exercise the di[ ; ·-,ce of a re3SOnably pruCC."lt opc:r:110r in drilling suc.'l additional wc:U or wells as may be 
re:lSonably nec:s:sary for the proper development of the lc:ued prc:ni.; · .md in m.arl::c:ting the production thereon. 

(A) VERTICAL In the eve:Jt this le:ue is in force and eff~ct two (2) ye:lr3 :lftc:r the CX?iration date of the pr.mary or c::cte:lc!cd tam it shall then tennin3tc 
as to all of the leased p=nises., EXCE.-1 (I) 40 aaes surrounding e3Ch oil well c::~.pablc of producing in paying quantities and 320 =surrounding each gas well 
c:~.pable of producing in paying qu.lzll::.::s (including a shut· in oil or gas well as provided in Par:tgr.~ph 14 hereof), or a well upon wbic~ Lc:ssc:-: is then eng:~ged in 
continuous drilling or rc:·worlcing oper.u.ions, or (2) tbe nwnbcr ofx:-es incluc!cd in a producing ?OQled IUlit pursuant to Texas Natural ~:.sour= Coc!e 52.151· 
52.153, or (3) sue~ gre::u::- or lesser :tumber of= as nuy the:1 be alloc:u.cd for production pUJ?OSCS to ;a pror:u:ion I!Dit for c:u:~ sue~ producing well under the: rules 
and r:gula.tions of the Railroad Corr.mission ofTc:x.as. or ;my suc=scr ag::1cy, o r other governme::ltal :l.Lit..~ority having j urisdiction. Jfat any time a1kr the effective 
date of the p:ll1ial termination provisions hereof; the appliC3ble field rules arc changed or the :--'ell or wells IOC3!ed thereon :~re reclassified so that less acre:~ge is 
the:eaftu allocated to s.:lid well or wells for produc::ion purposes. this leJ.Se shall thereupon te:minatc as to all a=:~ge not there mer alloc:JLed to said well or ~lis for 
production purposes. Notwithstanding the tcr.n.ination of this lc:ue :u to ::1 portion of the lands covered hereby, Lessc: shall nevenbelc:.ss ccntinue to have the right of 
ingress to 3Jld e:;ress !rom the lands still subj= to this lc;ue for :Ill purposes described in P~h I her:of, toget.'1er with e.'J.Sements and ri ghts-of-w:~y fer existing 
ro~a~ng pipel ines and other existing facilities on. over and aaoss all the l:lllds descn"bed in P:lr.lgr3ph I hereof("the reta.ined lands"), for access to and from the 
ret.aJ1tet! f0111ds and for :he gathering or tr.l.nsj?Orut.ion of oil, g:u 7-r.d other minerals produc::d fror:1 tl:c :-c:ta.ined la.1ds. ··i ~· ~ .... . . . . , 

• • '03) HORlZONT AL In the event this JeJ.Sc is in fore:: 3Jld effect two (2) ye:tn after the CXj)iration d:u.: of the primary or ex-..enc!ed tam it shall further 
tennimte as to all dc;>t.'lS below 100 feet below the total depth drilled (bcreinaftcr "de :per depths") in each we!lloeatcd on ac:-c::~ge ret,ajned in P:~r.~gr.~ph 16 (A) 
al:o-c,_less o n or befo re two (2) yc:lfS a.ft.cr the primary or oru:nde:! term L= pays an-:unount equal to one ·balf (112) of the bontLS origin:llly paid as 
co~on for this le:ue (as specified on page 1 hereof). If sue. 'I :llllount is paid, this le:ue shall be in force 0111d cffea as to such deeper depths .. 3lld said .. , 
tenninatio• shall be delayed for an additional period of two (2) yem and so long thereafter as oil or gas is produced in paying quantities from such deeper d~:plhs 
co""!~this lease . 

• 
~q IDENTIFICATION A."'D FTUNG. The surface acrelgc re:ained hereunder as to =!l well shall, as ne3l'ly as practic:a.l, be ic the form of a sq= with 

t.hc ~l"le~ed in the cc;1ter thereof: or such other s.'lape as m:ty be approved by the Commissioner of the General L:md Offic..:. Within thirty (30) days after parti.l.l 
terr:1 i n:1.1 io~ of th is lc::ue as provided hen: in. Lc.ssc: shall cxccut: md record a r:lc:ase or releases cocuining 3 s:~tisfac:Dry leg:ll dcsaiptioo of the aac::~gc and/or 
de~ :cuincd hereundc~. The recorecd re!e;uc. or 3 certified copy of same. shall be filed i.a t."'e Gener:ll L:md O ffic:_ a.c.:;omp:micd by the fi ling fee prescribed 
by th~ General Land Off: c.: rules in c!fect on the c!.a.t.e the relcJ.Se is filed. If~ fails or refuses t.o C?Cecute md reccrd sue!:! rele:ue or re!e.'J.Ses within ninety (90) 
days after being requested to do so by the General L:md Office., then the: Commisslcncr :11 hil sole :Esc:-ction may dcs lYl:u.: ~y written irutl"'.lme:lt the~: and/or 
de;::ths to be released here:mdcr and record such instrument at Lc:s.sc:'s expense in the counr; or counties where the le:ue is loc:u.ed and in t.he official records of the 
General Land Office 3lld such de.signation shall be binding upon U5se: for all pwposes. 

17. OFFSE"' WELLS. Neither the tonus. delay rent.lls. nor royalties paid, or to be paid. unc!er this !eJ.Se s.'lall relieve 1-=-: of his obligation to protect 
the oil 0111d gas under the J..bove~cse7ibc:d land from being dnined. Lc:;~e. suble:ssce. rec..: iver or ot.~cr ag: nt in conO"'I o f the lc::ued pre::1i.ses shJ..II driil as m3lly 
wells J.S the facu may justify 3lld shall usc appropriaLe means md drill to l depth nec..:ssary to preve:1t undue dr.linage of oil and gas fro m the le:ued prc::nises. ln 
addition. if oil and/or gas s.hot:ld be produc..:d in comme:-cial quantities within 1.000 feet of the le:ud premises, or in any c:ue where the lc:ued premise.~ is being 
druned by production of o il or gas. the Lessee, sub less~. reel:iver or othe~ agent in conO"'I of the le:ued premises shall in good faith beiin the drilling of a well or. 
wel ls upon the leJ.Sed pre:nises within 100 days after the dr.lining well or wells or the we!! or wells completed within 1,000 fc:t of th: le:ue d ;Jr::nises start producing 
in commerci:ll quantities and sh:lll prosecute such drilling with dil igenc:. Failure to satisfy :he st.arutorJ ofnet obligation may subjc:c: this le:J.Se and the owner of the 
soil's Jgency rights to fo rfeiture. Only upon the detcrmin:u.ion o f the Commissioner of the: Genc:nl Luld Office and wit.'l his writtc::t approv:ll may t.he ?aymc:1t of 
compens:~tory royalty ~nder applicable starutOrf p3l":l..T1et.c7S SJtisfy the obligation to drill JJI offset well o r wells required unde: this par:1g:r.1ph. 

18. FO RCC: :O.WEURE. If, at>..:~ a good fait.'! effort. Lessee is pr:vented from comply ing w ith any expr:ss or impl ied c~ve :t OUlt of this leJ.Se, from 
conducting drill ing o~en:..i oru on the leJ.Sed pre:nis:.s, or fro m producing oil or g:J.S from !.he lc:ued p=iscs by re:uon ofw3l', r:bc!lion. rio ts. strik:s, :~c:s of God. or 
any v:ll id order, rule or re gul:ltion o f govemme:1t authoriry, t.h e:t while so pr:·t cn~d. ~ec's obligJtlon to compl y wi th sue~ coven0111 t shall be suspended and Lessee 
shall not be liable for dam :J.ges for fai lure to comply with such c.:lVenants; l dditio nall y, t..'lis lc::uc shall be extended while ~sse: is preve:1t:d, by m y sue~ o iLSe, 
from conduct ing drilling and reworking ope:-atio ns or from producing oil or gas fro m the lcJ.Sed prc:::1ises. However, not..'ling in this Pe.r:l.5--:l.;lh sh:l.l l !USpe~d the . 
p~y r.:cn t o f de lay renuls i:1 o rder to mainuin this lc:J.Se in e ffect during the primary r..:rm in the abs ::1~ o f such drilling or reworlc:ng opencoru or proc!ucnon of o•l 
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19. WARRANTY ClAUSE. The owner of the soil w:uraniS and agrees to defend title to the: leased pre:nisc:.s... If the owner of the soil defaults · 
payments owed on the leased premises, then Lc:s.sc:e may redeem the rights of the: owner of the soil in the k3scd premises by paying any mortgage, taxes or

111 
th . 

on the: leased premises. If Lessee makes payments oo bc:.halfofthe ownc:T of the soil under this patagr3ph, l.c:ss= may =ver the cost of these payments~ ~c:ns 
rc:nr:al and royalties due the owner of the soil. rn 

10. (A) PROPORTIONATE REDUCTION CUUSE. Jf the owner of the soU awru less thzn !he entire undiviced .rurf:tc.e c:sta1c in the abo 
dc:scribed land, whether or oot L='l inttrc:st is specified herein. then the royalties and rental bc;-ein provided to be ;>aid to the ownc:T of the: soil shall be paj;e him 
in the proportion which ois ino:rc:st bcUl to the entire: undivided surface c:sute :111d the: royalties and rc:nul herein provided to be: paid to the: Commissioner of~ 
~neral Land Office of tAc St31e of Texas shall be li.l::c:wisc: proportionately redu~d. Howevc:T, before L=c-e adjusu the royalty or r=tal due to the Corntniss· 
~c: General Lind Office:. Lc:ssce or hU :wthorized te'Jl=!lwivc must submit :o the Commissiooa of the General Lmd Offi~ a written sta1cment wbic!l apt::U~f 
discrepancy bc:r:w= the intucst pwporu:dly l=d under this lease: and the aauaJ ina:rt:st owned by the: owner oftbc soil. The: Commis.sioncr of the~ l..1nd 
Offic: shall be paid the value of the: "Nholc: production al!OC3ble to any UDdivided int.erc:st not covered by a lc:uc:., lc:s.s the proportionate development and produ~· 
cost allo<:3ble to such undivided int.e.-est. However, in no event shall !he: Commissioner of the: Gc:ncnll..:lnd Offi~ rcc::ivc as a royalty on the gros:s productioa w"OD 

alloc:lblc to the: undivided int.ere.st not leased an amount less th= the: value ofone-sixtunth (l/16) ofsucb g;rosl.productioD.. 

(B) REDUCTION OF PA YMENI'S. u; during the: primary t.erm. a portion of the land COVc:Ted by this lease is included wilhin the boundaries 
of a pooled unit that has~ approved by the: School L3tld Board and the: owner of the soil in aca)niaoce with Nactnl Rcsourc:e.s Code ~on.s 52.151-51.154 or 
iL ar any time after tl:c: c;'Cpir.uion of the primary t.enn or the: ~nded term. this lease cover3 a ld.Sa number of= than the toul 1mou.ot described herein. ' 
payments thu :u~ made on a per liCTC basil hc:.rcundc:r slull be rcdu~d ~rding to the number of a.cre.s pooled, rei~ s=de:-ed, or o therwise severed, 50 ttW 
payments detrnnined on a per= basis under the: turns o!tbi.5 I= during tbe primal)' term shall be: c:alcul~d based upco the nuroba of aaes outside the: 
bound:uies o f a pooled unit, or, if after the apin.Lioa of the pr'JDaty t.crm., the nunaber of= a.c:ually retained and covcr:d by this I= · 

21. USE OF W A TEH ... ~ee shall have :he right to usc: wat.::: produc::d on said land nc:c:=:ll)' for opcr.uion.s undc:T Ibis l~c: :::tcept W"ll.:r from wells or 
tanks of the owner of the soil; provided, however, Ussee shall not usc pouble wa.tu or wa.t.e.r suiuble for livc:stoclc or irrigation purposes for wataflood operations 
w ithout the prior c:on.sent of the owner o f the: soil. 

22. AtlTHO RlZED DA.\-IAGES. L=~ shall pay the ownc:T of the soil for damages c.:wscd by its opcr.u.ions to all pcr..ooal propc::1)', improvements, 
livc:stoclc and C70ps on said land. 

2J. PIPELINE DEPTH. Whe:~ requested by the ownc:T of the soil, Ussee shall bw-y its pipelines below plow dCjlth. 

14. WELL LOCATION LIMIT. No well shall be: drille d nearer than r:wo hundred (200) fe:t to any holl!e or bar.1 now on said premises without :he 
written con.scnt of the o wnc:T of the soil. 

~ ) 

25. POLLLiTION. In devc:!c ping this area, L= ec shall usc tbe highest degree ofC3l"C and all proper safquards to prevent pollution. Without lim:iting the: 
foregoing. polluticn of c.oasul w.:tlands, na.rut"J.l wate:ways. river3 and im;>eundcd water shall be ;m:ve:1t.ed by the use of containmc:1t fac:lirics sufficient to prevent 
spillig.lt:j)age or ground wat~r cont:llnina.tion. In the eve:1t ofpollutio:t, Lessee s!Wl usc all me= a..t iu disposal to re:::1pturc all esC:lpCd hydroc:uboru or other 
po~~d sllall be resporuioie for all damage to ;>ublie and priv:ru: properties. Lessee shall build and maintain fc:;)= around its slush. ru:np, and dr.linagf P.its . 
and Wl ~~tt:ries so ~ to protect livestodc: agair:st loss, damage or injury; and upon comple tion or :lbam!onmeot of any well or wells, Le.ssc:e shall fill and lc:.vel all 
shah ~its lfld ~!Iars and c.omplete!y clc:111 up the: drilling site of all rubbish the:-con. Lessee shall. while c:onduc:ing oper.u.ioru oo the leased pre:nises, lccc-p said 
pr=t~es !Te: o f all rubbish. cUlS, bottles, paper cups or prbage., and upon completion of ope:-:ulons shall restore the rur!ac: of the land to as near iu original 
condition and contours as is pr:I.CtiC3ble. Tanks and c:quipme:lt will be lcept paint=d i111d prcsc::1u.blc:. ... . . . . . 

• • • • 26. RE~OV AL OF EQUIP~. Subj ect to limjt.:JJ.ion.s in this pa.ragr:tpb., L=~ shall h3ve the rig.l)t to remove machinery and flxturcs plac: d by 
Lcs~~qt\~c leased premises, including the rig.IJt to draw and remove C:lSing, within one: hundred twenty (120) d:~ys aikr the c:xpira..tioo o r the terr.1inat:ion of this 
leas~lcl the owner of the soil grants L=e: an c;'Cten.sioo of !his l20-¢ly period. P.owever, L=cc may not re:t:ove casing from arry well c;.;Jpable of producing oil 
and gl! in paying quantities.. Additionally, Lessee m:~y net draw and remove c::lSing until after thi..r.y (30) days wria=o colic: to the Corrunissioner of the Gcnenl 
Lln,?.Ofliil and to the owner of the soil. T:lc: owner o f the soil shalll:-c:::.ome the owner of any m:Jc:.'linerJ .Iixtur-.s. or easing whic.l) ar: oc t timely removed by Lesse: 
unc:!c:a rtc: t«m.s o f this p:=.graph . 

• 
•: •• •21. (A) ASSIGNMEYr$. Unc:!er the conditions cont.:Uned in this pa.r:lgT:lph and P~h 19 of this lease, the righu and esut:s of either party to this 

lease m<~y be assiinc:c( in whole or in pan, and the: provisions of this lease shall extc::ld to and be: binding upon the:r heirs, devisc::1, legJJ rc;:Jrc:scnt.:uives. suc=r3 
and assigns. Howcve:, 3 change or division in ownership of the land, re:1t.:ili, or royalties will oct dargc t!le obliglrion.s o f Lc:ssc::., diminish the rights, privilqe3 
and esULes of L.:ssee. impair the c:ffective:~ess o f ltlY payment mace by Lessee or impair the effec:jvencss of lilY act perfcm:ed by L.:ssee. And no c.'lange or 
division in ownc~hip of the land. rer:t.als. or royalties shall bind Lessc: for any purpose until thirty (30) days 3/'...:r the owne-:- of the soil (or his heirs. devise:s,legJl 
re;m:senta.tives or assigns) furnishes the L.:sse: w ith s:uisf:~e.orJ writtc:'l evidenc: o f the change io ownership, including the original ~::.ordcd munimcnts of title (or 3 

ccnified copy of such originJ.!) wh"en tbe ownc:-ship c.ianged be--...:wsc of a conveyan~. A tot.ll or p:lrtial as.signment o f this lease sh:l.ll, to the ext.e:~t o f the interest 
a.ssig.1cd, relieve and d ischarge L= of all subsequent oblig.Won.s under this lease. If this lease is assigned in its e:ttircty a:s to only part of the ac-eage, the right llld 
option to pay rent.als shal l be apporJoned as between the seven! owner3 r.u.ab ly, according to the arc:3 of elCh, and failure: by one or more o f them to pay his share of 
the r:nul shall not aF.ect :his lease on the ?art of the land upon which pro rau renuls are timely paid or tendered; however, if the assignor o r assig::ce does net file a 
c.:rtified copy of sucll assig.nmc:1t in the Gcne:-:1! Land Offic: before the next rent.al paying da.t.e. the c:;)tirc: lease sh:l.ll tc:nnin= for f:~ilurc to pay the entire reno! due 
unde~ ?aragnph ). Eve ry a.ssigne: shall suc~:d to all rights and be subject to all oblig:uion.s, liabilities, md penalties owed to t.IJe S UL:: by the originalles.sce or 311Y 
prier assignc:: o f the lease, includ jng any liabilities to the Stat:: ~or unpaid royalties. 

(B) ASSIGNMENT LThfiT A TION. No twithst:lnding JnY provision in ?aragrJph 1i(l) , i.i the owne~ of the .soil 3Cquirc:s this lease in whole or in part by 
assipment withcut the pr.or writt: n approval o f the Commissionc of the General Llnd Offic:. thi.s le~e is void as oft.'le tim e ofassig;unent and the agency powe: 
of the: owner m:1y be forie :te d by the: Commissioner. An a.ssignment will be tn::lt.:d as i f it we:-c r:laC: to the ownc:: of the soil i f the assig::n~ is: 

(I) a nomine: of the owner o f the: soil; 
(2) 3 COf!>Or:u.ion or subsidiJ.ry in w~ich t.ic: owner of the soil is a principal stoelc.ioldc: or is an :r.~ployc: of sue~ a corporation o r subsidi;ur: 
(3) a par.:ncoship :n wh:ch tr. c: owne: o f t.ie soil is a plltn. · or is an employ~ of sucll 3 p:!r.ne:-ship; 
(4) a pr.nc:;::aJ stoc!U:oldc:r or employe: of :he COQOraticn which is the owner of the soil: 

... 

(5) a ?at'~,er or employee in a p:!t!ll : :-ship which :s the :l"'71Cr of the soil ; True and Correct 
copy of 

Original filed in 
Reeves County 

ClArks Office 



' . • . ~ 

\ . 

(6) a fiduciary for the owner of the soil; including but not limited 10 a guardWl, tn.tstce, executor, admiDistr.uor, recc:iva, or conurvator for 
owner of the soil; or the 
(7) a family mc:::l.bc:r of the owner of the soil or rela!ed 10 the ow= of the soil by m.uriage, blood, or adoption. _ 

28. RELEASES. Under the c:cnditioru cont.:llned in this p~h :md l'~h 29, Lessee IU)' :u :my time c.x~c-.Jte ;md deliver 10 the owner of th . 
and place of record a rclc~ o r rclc= covering any portion or portions of the: leased prcmisc:3., aod thereby :surrcnda this le;:sc: as 10 such portion or portio e SOtl 
relieved of 3.11 subsequent obligations as 10 ac=eage :surrendered. I! any pnrt of this lease is properly S'UITClldc::-ed, the: delay rcnuJ due under this lease shall .;: :d be 
by the proportion thu}he surrendered =age bean 10 the ac=eage whic!l W3S covered by this lease immedW.:ly prior 10 su~ surrender; however, such rele:~S n: •1~d not relieve Lessee o f .J..y liabilities which may have accrued unda this lease prior 10 the =der of such ~e. . c WI 

29. FlU?' '} OF ASSIGNMENTS AND R.EI..EASES. I! all or any part of this I= is :JS:signed oc rele:ued, sucb as.siplD'lC!lt or release must be recorded. 
tb: county when: the :and is siruatcd, md the recorded instrument, or a copy of the reccrded ins=t ceniiied by the County Clc:rX of the county in whic:h the Ul 

ins".rument is recorded, must be filed in the General U-nd Offic: within 90 days of the last exeo.ztioa d.3u: accompanied by the prescribed tiling fee. If any suc.lt 
assisnmeot is no t so filed, the rights acquired under this lease shall be subject 10 forfei!Ur'e at the option of the Commissioner o f the Gcnet:1l Land Office... 

30. DISCLOSURE CLAUSE. All provisions peruining 10 the lc= of the above-«s="bed land have been included in this instrument.. including the 
st:Ucmeot of the true cor.sidCTJ..tion 10 be paid for the execution of this lease aod the righa and dutic:l of the parties. Any collau:ral ag:rc=c:nts con=ing the 
development o f o il and gas from the leased premises which :~n: not C1Jnt.:llncd in this lease n:ndc:" tbis I= inv3lid.. 

J 1. FIDUCIARY Dt.rrY. The owner o f the: so il OWc:l the State a fiduciary duty a.od must fully disclose any f~ affecting the s~·s interest in !he leased 
premises. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligllkd to put the State's interests before his pc:rsonaJ 
intc::-:su. 

32. FORFEITURE.. lfU::s.see shall fail or refuse 10 rrulcc the payment ofV!y sum within thirty day3 J.ftcr it bcc:oi'TIC3 due, or ifl.cssc-: or an authcriud 
agent should knowingly make any false rerum or f:llse re;,· • con~:ning produc:ioa ex drilling. ex ifl.cs.see sluff fail or refuse 10 Crill any offsd well or wells in good 
f:Ut."t u required by law JJ!d the: rules 3lld regul:uio ns ac!c r ! !ly the CJrruniss:oner of :he Ge :Jenll..:!.nd O ffic.:. o r if~ .silould fail10 file reports io the manner 
required by law or fail to comply with rules and rcgul:uions ; romulg:ued by the C~ L:md Offic.:. the Schooll..:!.nd Be :ltd, or the Railroad Commission, or if 
~~ should refuse the: proper a.cthority x~s.s 10 the records pert:Uning 10 oper.uictl!, or ifl.c;s.s.::e or m 3J.Ithoriz.:d 1ge:11 should knowingly fail or tefuse to give 
correct inform:uion to the proper authority, or know ingly fail or refuse to ~i.s."t the Gc::eral L:md Offic: a com:ct log of JJIY 'KCil. or if Lessee shall knowingly 
v iol:ue :111y of t."tc matcri.ll provisions of this lc:t.se, or i f this le:t.sc is ;usigne:! and the assiyuncnt is DOl fil ed in the Genc:r.ll L=d Ofii~ as required by law, !he righa 
:1cquircd under this lease shall be subje ct to forfe in:..~ by the Cornmissiona, :llld he sh:UJ fori'C:t SaJT.c: wbc.n sufli e:c:ntly informd of the fac..1 whic!l authorize a 
fo rfeiture, and whe-:l forfeited the arc:~ sh3.11 again be: subjcc: :, le:ue under the tc::ms of the: Relim;uishme-nt Act. H oweve:-, no thing herein shall be cons1rucd :u 
w;llving the :~u10m:~tic te:micatio n o f this le:ISC by o peratic .. .w or by re:l!On of lilY speci3l limiutlon ar'.s b.!3 hereunder. Fcrfe~ may be set aside JJid this 
le:lSc and 3.11 ri ghts tl1c:eu.nder re inst.ll.Cd before the rig."tts _ . ·- -1cr intervc:1e upon sa.:.is!J.c10ry c:vidertc: :o t:·.; ..:~rrun!ss ionc: o f :he Ge:1enl L:md Office oU iu.:rc , 
compli:lllee with the provisions oft."tc law and of this lease and the rules and f"C5Uiations !hal mJY be :u!opted rel;ltive hc.:-e:o. ' 

• •• J J. I..JEN. In :u:cordanc: with Texas Natur.ll Resources Code 52.136, the Sr::uc: shall have 3 fim lien upon all oil and gas produc: d from the arcJ c:Jvered 
b' ~ii~c to secure payment of .!.I I unpaid royalty and other sums of :-:1onc:y that may become due unCc:r t.'! :S !c:ue. By ac - · _·::~of this lease, Lessee grants the 
SL.V;..iQ Olddition to the lien prov ided oy Tcx:J.S Na.~J.r.JJ R~ur= Code 52.1 36 :111d any otha :~pp licblc =~:=ry lie:t, an:.· ;·! • .:; con~ lie n on :llld se.curity ·• 
i~r;~ ~ 3.11 le:J.Sed minerals in and =c:.::d fror::: the leased premises, all p=ds whic."t may acc:ue 10 Lc.ssee from the sale oi such Je:ued minenls, whclhc:r suc."t 
proe1et!s :u-e he ld by Lessee or by a third party, and all flXtUr'Cs on and improvc::ncnts to the leased prcmisc:l used in conneC":io n wit."t the production or pro=ing of 
suc:e"l li~ed mincn.ls in c rdcr 10 se= the paymc:::st of all ro~ties or other :unounts due gr 10 bccor':lc: due \Ulder this lc:uc and to sec-..trc payment of any dam~'es or 
Ices !hat a cssor may suffer by rc:J.Son ofL=ce's br::~c!l of ;10y cove:1an1 or condition of this !C:lSe, whether a ;:r...ss or i:npliei. This lien and security interest may be' 
fort!~~s~d with o r witho ut court proceeding3 in the manner provided in the Title 1, Chapter 9 of the Te.:ca.s Business JJid Commerc: Code. Lessee agrees th:U !he 
Ci~ner may require: Lessee to execute and record such inst1Uments as may be reasonably n~ 10 acknowledge, a.rta.c."l or perfect this lien. Lesse: hereby 
repPcsent1 thal thc:c :m: no prior or superior liens arising from :llld relating 10 ~·s activities upon the above-<lescribed property or from Les.sc:'s ncquisition of 
this l!:ue. Should the Commissioner :u any time: determine that this rcpresent.:u.ion is not true, the:1 the Commiss:oncr mJy dec!ar.: this le:ISC forfe:ted as provided 
h<;jiitJ •• : 

• • 
•• ,. . • : 34. POOLl'NG. Lessee is her.: by granted the right 10 pool or unitize the roy:llty interest of :he owner of t."te soil under th is lease with ;my other lelSehold 

or l'lll tnc:r~ interc:st for the cxplor:uion. development and production o f oil or g:u or either of them upon the same terms as sh3.11 be approved by the: School LJnd 
Board and the C ommissioner of the Genen.l Land Office for the pooling or unitizing of the inta= of the Sute under this fc3Sc pursu:mtiO Tex:u ~:uun.l Resources 
Code 52.151 - 52. 153. Tne owner of the soil agrees thu the: inclusio n o f this provisicn in this le:ISC satisfies :he ac:cution re qu i=e:Jts sutcd in Te;<as Natur.ll 
Resources Code 52. 152. 

35. INDEMNITY. Lessee her:by rcleJSes and dise.harxcs the Sutc o fTe.:c.:ls a.Ed the owner of the soil, their officers, employ~s, panne~. agents. 
con~.r.~c :ors, subcontr.lcto rs. guests, invitees, and their respective successors and :us ips. of Jnd from all Jnd 311Y :u:uons and C::U.:Sc:l of action of every nature, or othe: 
harm. including envirorune:1ul h:mn. for whic."l recovery of dam:~gcs is sought, including, but cot limited 10, 3.11 losses Jnd e;<?C:J.Se:S which arc c=ed by the 
activities of Lessee, its officers, employees, and ag::::ts w ing out ot; incidental to, or resulting from, the oper.uions o f or for~= on the lc:ucd premises 
her-eunder, or th:~t may arise out o f or be occ:uioncd by Lessee's brc:u:!l of any of the terms or provisions of this Agreement, or by any other neglig:ot or strictly liab!c 
ac: or omissio n of Lessee. Fur..hcr, ~ hereby ag;-c:s 10 be l i :~ble for, exoncr.u.:, inde:nnify, dc[e!'ld and ho ld hOl!Tll.lc:s.s tJ:e 5 1.31.: ofTc;<as ar~d the owner of t.ie sot!, 
their officers, employees and :~ger.ts, their succ.c.ssors or ;usigns, :~g:Wut any JJid all claims, li:l.bilitic:l, losses, d::unages, Jctior.s, j)C'lOnal inj ury (incl uding de:uh), 
c:::sst.s lnd : ;<J:enscs, o r other ha.rm for w hic h re:ove~; o f d Jtll :tges is sought, uncer lilY theory inc!uding tort, con rrac:t.. or s tr.ct li :U:I ility, inc luding :utomeys' fees and 
othc:r legal expe:1ses, inc luding those r.: l:u:d to environment.:ll h:lZ.ltds, on the leJ.S: d ;:re:r.ises or in m y w:ry rellt: d to Lc..ssee ' s fai lure to comply with any 311d 311 
e:Jviror.menul laws; those arising from or in any w ay rd:ued to Lessee ' s oper:uions cr any other o f L::sse:'s activi ties on the le:uc::l premises; those Jrising from 
L:ssc: 's use o f the surface o f the le :ued pr-m ises: and those th:u mJy arise out of or ~e e<:~ioned by L=:'s bn::1ch o f ar~y of the terms or provisions o f this . 
Ag~eemcnt o r any other act or om isS ion o f Lessee, its directors, officers. employe:.s, ?artners. ~~ts. contr:lc-~~ subconrrac:ors, p ests, invitees, :111d the ir rcspcc>.Jve 
suc::: ssors and assi p.s. E:~ch :usignee o f th is Ag:rc : ::Je:JI, or an inte:-es t the:-cin. a.grcc:.s 10 ix: liabl ~ fer , a o nc:r.u.c, ir.demnif:' , ce :·ertd J.nd hold h=fess the SL:l:: of 
T::c: :u :111d the ow ner of the so il. their officers, e:npl oye:s. and agents in the sar:Je m:lllncr ;Jrovided above in co nne ction wiL"t t.': c :~~ivitics of Lesse:, its o ffie: rs. 
e :nployc: s, 3l1d J gc:ll.s as desc:i bed :Wove. L"XCEPT AS OTH ERWISE L'G'RESSLY LIMITED H EREIN, A LL OF TdE C\"D D L'iiTY OBLIGAT l O" S 
A..''iD\OR LIA B I LJT IES ASSt.::'>! ED u-:"'D ER TrlE TER.YlS O F TillS AGREE;\f E:'IT S HALL BE WTTI! O trr LIMITS .-1..-..,"D W ITHO I.jT RE GAJW T O 
TH:E CA US E O R CA US ES THEREO F (EXCL L"D i"NG P R.F.- EX JST II'<G COi' iDmo,-.;s), STRICT L IA131LITY, OR 1":-fE ;';EGLIG E:"\CE OF A.'iY ?ARn· 
O R P .\~T IES (fNC L UD ING THE .'I EGLI G E:"\CE O F 11-fE fi',"DE,\ f.',lFIED PARTY), W HETiiER S UCH NEG LI GE:"\C E BE SOLE, JOL"'T, 
C O NCL"R.RE,...,'T, ACTIVE, OR PASSIVE. 



• 4 ... : ' 

. 36. ENVIRONMENTAL HAZA.'tDS. Les.sc: shall use the highest degree of care 1nd all reasoc.able safe pards t.o prevent ccntaminuion or poll uti · . · · 
~y env110nment:ll medium, including soil. surface w:u.as, voundwuc.r, sediments. md surfac.: o r subsurf:t~ stna. ambient air or my olher c::tvironzru:lltll 

111 
°; ~f . 

m. on, or under, the l=d prcmise:s, by a.ay waste, polluunc. or ccnwnin3llt. Lessee shall not bring or permit to remain on the le~d prcmise:s any asbestos e 'l.lln 
conuining rn:uuials, c:xplosiv~ t.oxic ~. or substan~ regu.lu.:d as luz3n!ous w:!.Ste;S. h=dous ll'UUTia.l.s. ha:z3Tdous subsun= (:u the tam • liazudo 
Subsunce~ u defined in the Compn:.heo.sive Eovirocmcnw R1:3poo.sc, C.ompcns3lion 3lld U:Wuity Aa (CuCLA). 42 U.S. C. Se:tioas 9601; ct seq.), or toxic us 
Sllbsunc_es under any fcdcnl., st:11e, or loc::U law or n:-gula.tloa ('"'Hzz:lrdous M~"), c:xc:.:pt ordinary produc:ts CQmrDOnly used in ccrtn.ea.ion with oil 3lld gu 
c:xplor:Lt.Jon :ltld development oper.ulons .llld stored in the usual manne:r and qulll'ltities. LESS:C:E'S VlOU TION OF THE FORLGOG'/G PROmBmm~ 
SHALL CON~A MA TDUAL BREACH Ai"iD DEFAULT HEREUNDER A.'o"D LESSEE SHALL INDE."\1NIFY, HOLD BAR">Il..ESS A.'m 
D EFDID THE STATE OF TEXAS A. 'lD THE OWNER OF TliE SOU. FRO M AND AGA.INST ANY Cl.AL'-15. DA.'riAGES, JlJDGMLVrs. PD<ALTI 
LIABILITIES, A."''D COSTS (INCLUDING REASONABLE ATTOR."iEYS' FEES A..'ID COURT COSTS) CAUSED BY OR ARlSING Ot.rr O F (I) A ES, 
VlOLATION OF THE FOREGOING PROHIBmON OR (D) THE PRESENCE. RELEA.SL. OR DISPOSAL OF A..'N H.AZARDOUS MA'IT.RIALS ON 
UNDER., OR ABOtrr TilE LEASED ?RE)il.SES Dl.i'lUNG l.E.SS"EE' S OCClJP A. 'iCY OR C O!'<'TROL OF THE LEASED PRE :'rOSES. LESS.U SHALL • 
CLEA.'4 1..7, RE~OVl:, R.E.'\1E.DY A.'o"D REPAIR A..'N SOIL OR GROUND WATER CONT.A.">l!NA TION A."''D DA..\iAGE C..\. USED BY THE 
P RESENCE OR RELEASE O F A.i.'N HAZARDOUS~ TE1UALS IN, ON, UNDER. OR ABOUT THE LE.\.SED PRE.'tllSES DURING LESsEE'S 
OCCUPANCY OF THE LEASED l"RDflSES IN CONFOR.">iA.'4CE WITH TiiE REQUIREMENTS OF APl"UCABLE U. W. TB1S 
lNDE.'1NIFICA TION A."''D ASSUMPTION SHALL APPLY, BUT IS NOT LIMITL.D TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAXE'( 
PUR.SlJANT TO CERCU O R ANY OTHER ENVIRONMDITAL U. W OR REGUlATION. LESSEE SHALL !M.'IEDIAITL Y GIVE THE STATE OF 
TL"'CAS AND TilE OWNER OF TH£ son. WRITTEN NOT1Cl: OF A.'fY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON 
LL\.R."iiNG OF lJIE l"RES~CE OF ANY HA.Z.UU)O US MA TEUAI.S. OR UPON RECEIVING A NOTICE FROM A.'N GOVI.&~!AL · 
AGE.'4CY PE.RT AJNING TO HAZARDOUS MA TE1UAl.S WHJCH MAY AFFECT THE LEASED PRL'rflSES. THE OBLlGA TIONS OF LESSEE 
HE.R.EUNDER SHALL Sl.iRYIYE THE .EXPIRATION OR EARl.IE.R TI.R.">IINA TION, FOR A.'N R.E.A.SON, OF THIS AGREL"\i"DIT. 

37. APPLlCABLE LAW. This I= u issued under the provisions of Tc::us N:J.tUnl R.eso= Code 52.171 through $2.190, ccmmonly lcnoWTl u lhe 
Relinquishment Act, md other applic3ble sunn.cs md amendments thereto, :ltld if JIIY provisioa in this I= do<.l not CQnfonn to th~ SUDJtes, the starutes will 
pre-vail over ury nonc:cnfonning le:ue provisio tu.. 

38. EX:EctrnON. This oil :md gas IC3Se must be 1igncd ;u,d xbowledgd by the Lcsse: bc!"o~ it u fil ed of~ccrd in the CQunty m:ords J.Od in the 
Gener.U Llnd Offi~ of the State ofTe;:;u.. Ooc.: the filing requircmc:~ts found in Paragraph 39 of this le:uc have bec:n satisfied, the effective~ of this lc;asc shall 
be the date found on Page I. · 

39. LEASE F'Jl.ING. Purru:lnt to Cupte.t 9 of the To::u Business 311d Ccmmcrc: Code,thi.s lease must !le filed of record in the offic:: of the County 
Oerlc in any county in wbie~ all or any pan of the le:ued premises is !QC;~tcd. and e::tifid copies :hereof must lx ftled in the Gcn~ Llnd OC:ce. This lc:JSe is not 
e ffective until a certified ccpy of this le:tS.: (wruch is made J.Od c::tified by the County Cle r-X from his reccrd.s) is filed in the <ftner.U Llnd Offic: in ac::ord:lr.c: with 
Te.x;u Narur.U Rcso=s Code S2.183. Additionally, this le:tSe shall not be binding upon the SL"l.t.: unlc:s it rec! tes the ;~,~al and tn.le considc:-:~tion ;J:Iid or j)romiscd 
for execution of this lc::tSe. The bonus due the St.:u.: ar.d the prcsc:ibcd filing fe: shall ilC::.Jrr.pany sue!-! c::tillcd ccpy to the Gcnenl Llnd Offie:. . f 

~·~ee Exhibit 
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"A" lease provisions. 

TnLE:. ________ ~~~·------~------

DATE:._.,L..f~~-+-f-=-6 ____ _ 

STATE OF TEXAS 

STATE O F TEXAS 

t ,. 

True and Correct 
copy of 

Original filed in 
Reeves County 
Clerks Offrce 
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STATE OF _ _ l:~u__,:..,:.:fU>::..::._--r---- rnd.Cvi<lwt\ 
(CORPOR:ATIOU ACKNOWLEIXiMENr) 

COUNTYOF _____ ~~~~~~~~~---
BEFO RE ME. the undc~ignc:d authority, on this chy personally :qJpcared. ____ .;:CRJva::._;..__~~~--t':t-""'~""-'""-.J\.S{fb.:_.:o=--"<--'-..__ ____ _ 

len own to me to be the ~o whose name is .subscn"bcd to the fo~goiog insuumcDt, at:===================='~ 

£-..fi~ MONICA MARLOWE 
i.:' ~\~\ · NOTARY PUBLiy-

STATE OF ___ _,'lE<AS=~----~~'~"'~\//J${/<o1l State of Texas · ..._.., +"'f:' . 

COUNTY OF TARRAN T ~_:9 Comm. Exp. 10-30-99 

otll)' Public io 311d for _ ___ ~-------

t$' 
BEFORE ME, !he 1md~igned .authority, on this day pcnotully appc.:ued. _ _ ...,Ju.o,.~,;hu.n...._.c.A..., . ......_.S ..... W'7y7ij~S:uky"'+-------------

lalown to me to be !he penon ~e ~ is subscribed to the fore6oiog i.nstnnn.cnt, as _ __ ..._c..._a.~=..T~...r~...Ju.J.:::.S..L.t..t::e::.te~-----------'of 

the Houston and Emma Hill Trust Estate lllld acl=lwlcdged to me !bar he ac:cuted the 3~ 
fo r the pur,:osCl :111d ct~nsicicr:lrioo tbc:ein aprc:ssc:d, io Ole: c:1pac!t'J stn.:d. and 3.S the aa and de:-d of~c! ~ trust . 

Given under my hand ;md snl of offic: this the 

, .. -~~ ' : \ Sr:Eilh D. RICHARDS ~~(~ • li~~~rJ PubHc, Stale of Texas_ "'~~ 
• ., ,!:f Commtssl:;n Ex:>iles June 27 ;10..c:>l.Vc;) \ 

., ,;l'-.... 
....;?. . .;,;.; 

Not.J.ry P'.Jblic in and :or T a r r a n t Co u n t y , Te x as 

ST~1&~~. TEXAS ... ~-~~~----------

CO~F--~T?A~RTR~A~NHT~------------
• Before me., the undmignd aut.'lOrity, 00 this day pc.:sonally appc=d v i r Qini a GJ enn Hi 11 Lattimore , Indi v i dually 

q!"lel-'1,s Co- Tmstee of the Houston and Enuna Hi 11 Tmst Estate 
bo~o~e to be the persons whose n:unes are subsc.--ibe:i to the foregoing instrumc::lt. ;u:d acbowledged to Clc tlul they ctcc:-.:tcd the same for the purposes 3/ld 
con.sider.u.io. tlle rein c:;cpre.ssed. 

•••••• • • 

• ....... . . . 
• •••••• • • 

___ 1:::...,:.4~t..:..h:._ _ _ .day of 

Sl :ElLA D. RICHARDS 
lt~\art Public, Stitt of T~s- ~ "" 

:~ Comrnlss.'oo Expi~ Junt 27~\ 

STA TE OF ___ T_E_XA __ S _ ___________ __ 

COUNTYOF_~T~A~R~R~A~N~T __________ __ 

~:tember _ 19 98 

-~~~A .. w.~ 
Noury ?-.Jblic in md ~or Tarrant 6ou nt y, Te xas 

Before me, the undersigned au t.':ority, on t."' is day person:JJiy appe:=d James Robert Hi 11, Individually and as 
Co- Trus tee of the Houston and Emma Hill Trust Estate 

k.,own to me to be the persons whose n:unCl ar: subsc:ibed to the foregoing instrumc:Jt, and acbowledged to me that they executed the s:une fo r the purpos:s and 
con.sidention t.'Je~e :n e;cpr:..ss~d. 

Given under my hand and se:JJ of offjc:: this the ___ l...;.l_t~h ___ day o f ~tember ~ 
~A~b D-_ 

Ncury?-~l: licinandfor Tarrant County , Te xas 

~ 
f - ,-.... \ 

\ \ ) 
' / 
'--

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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"EXJIIBIT A" 

, Attached to and made a part of Oil and Gas Lease 
dated August 19, 1998 by and betwe~n Virginia Glenn Hill Lattimore~ 
James Robert Hill and John A. sf1;sky, Co-Trustees of the Houston"\'-

And Emma Hill Trust Estate; Virginia Glenn Hill Lattimore, Individua lly; and 
James Robert Hill, Individually, as the owner of the soil, and C lay J ohnson, as Lessee. 

I. Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and agrees to maintain, restore and 
keep roads in usable condition so long as this lease is in force and effect. 

2. Lessee shall notify the owner of the soil a minimum of24 hours before cutting any new road, if necessary, into Oli on the leased 
premises. 

3 . Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as property of 
the owner of the soil at the expiration of this lease. 

4. It is further understood and agreed that Lessee will bury and maintain all pipelines and electrical transmission linesi 18 inches 
deep below the surface of the ground. 

5. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which this 
lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the owners of the surface. 

6., .IS is further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that 
•. • ,Arfty those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of 
•• .tll.e leased premises. . . . 
•• • 

7. • Notwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not 
• • •")fQ!Jute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of th~;;oil 
~ .. m writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated . 

• •••••• • • 
8 . • Lessee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or 

asaigns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional .... .,. . 
• aamage to the owner of the so1l's other land and crops . 

• •••••• 
9." U~on written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits 

and tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, 
Lessee shall fi ll and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon. 

I 0. Lessee further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of 
such well, or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as 
nearly as reasonably possible to its former condition at the cost and expense of the Lessee, it being the intention of the parties 
hereto that the Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease. 

II . If all or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the owner of the soil with a copy 
of any such document. 

~ 
I --..:.--;.,;\ . \ 

I I l ) ) 
\ -s\. l) .... ;· 

~;-;.. / 
""'--' 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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Cutral Laad omee 
Rd.laqlliJJamat Act Luse FonD 
~d. Scptembu 1997 

OU.AND CAS LEASE 

nns AGR.EEMENT is made md c:nllered into this~day of August 19_2L bcnrecD the SbSc orTcxa.ICtiD& by IlleS lhroa&h its 
aaent.. H s Mj n\!ral s and Realty, J.td, 

of 
--~P~~~O~~~B~o--x~2~7~2~8~4-,~A~u-s~t~i-n-,~T~x~--~7~8~7~55~-~2~2~8~4~------------------------------w~.d-q--=-,-

(Give Pc:rmancnt Address) • 
bcn:iD rd'crmf 10 u the ownaofthc soil (wbctbc:roac or mere). and C1ay Johnson 

2 0 3 w I w a 1 1 « s 1l j t e 8 a a of 
Mld land·, TX 79701 

(Give Pam.alcnt Address) 

1. GRANI'ING CLAUSE. Foe and iD c:oasidcndoa of the amcnmts stmd below md of !he COYCDants md I&JUlDCDCS to be paid. kept and pc:rfolliiCd by 
Lcsscc under this lease, the State ofTcxzs actin& by md tbrou&h the owner oftbe soil, baeby crmts. !cases aod lets IIDID Lessee. Cor the sole llld only purpose of 
prosp«tinc aad drill in& for md pro<lucin& oilllld ps. layinc pipe lines. buildiD& Wlks, =riDe oil met buildin& power stadcms. lldcpboac rii;ICS and ocbcr stnaeucs 
lhcn:oa, to produce, save, take care o~ tra~ md ttmsport uid products of the lease. the foUowiD& laac1s s~d In Reeves Counry, Stztc 
ofTc;us, to-wit 

The N/315 acres of the S/560 acres of Section 44, B1ock 56, 
Pub1ic Schoo1 Land .. Survey • 

. -
con.ta.inin._c __ .,:::3~1:....:5:::...... __ acres. more or less. The bonus consideration paid for tbb lase is zs follows: 

To the State oCTc:x.as: One Hun d r ed Sixty-four and 07/100------ ----------------
Dollan (S 1 64 • a:z ) 

Totheo~croftbcsoil: On e Hundred S ixty-four arid 07/100--------------------
Dollars CS 1 6 4 a 7 > 

T ocalbonusconsidmtioo: Three Hundred Twenty ej ght a nd 14 /1 aa-
Dollat'S (S 3 2 8 I 1 4 ) 

The ~~ jloau:s considcr.ltioo paid represents a bonus or. __ -;F:..;i;;f::..;:t~y:,...-a=n:.:d:;,_O=..=O""/":"·l=-=0,0'-------..:....,.-,....-....,..-7'-.,.-r----------------------------
• • • DolJars (S 50 • 0 0 ) per a=. OD 6 I 5 6 3 net ac:es. 

• " •: • ii.. TERM. Subject 10 tbe other provisions in this leas~ this le3SC sbaJl be for a term of Five' • ( 5 ') 1 yearS from this 4ate 
(h~tr call'Cd "primary termj and as loag thcreafta zs oil and g.as, or either of them. is prochu:c:d iD paying quantities froiD said land. 
As usc1t ill this leuc. the teno "produced iD payinc quantities" D1C3I1S tb3t the reccipa froco tbe sale or otha mthoriz.ed ~usc of the substanc:e(s) co"crcd 
exc¢cl'M"Cpocket opcnliooal cxpcnse:s 10rtbc six months last past. 

•••• 
• ..... ., . 

3. • • Delay Rentals: If o il or gas in paying quantities is not being produced from the premises on the first anniversary date of this Lease and there arc then no drilling 
operations being conducted on the premises, then this lease shall terminate unless, on or before such anniversary date, Lessee shall pay, V: directly to the owner of the soil 
3J!d0 ~ U~~amou~H pai_d or tenderc~ to the COMMI~SI~NER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a delay rental in 
theemou• t spcctficd tn the followmg schedule multtphcd by the number of acres then covered by this lease, which payment. when timely made, shall continue this lease for 
a period ol one ( I) additional year. ln like manner and upon payment of the amounts set out in the fo llowing schedule, this lease may be further continue for successive one· 
y~ ~c!rf~s during the primary term of this lease provided that payment is made on or before the anniversary date. 

Annivccsarv Date Delay Rental per Acre 
First $ 1.00 
Second $ 1.00 
Third $ 16.67 
Fourth $ 16.67 

True and Correct 
copy of 

Original filed in 
Reeves County 
r.lork~ Office 



. <4.. . PRODUCTION ROYAL TIES. Upon production of oil and/or ps. Lessee ~ _ID pay or c:ause to be paid one-half {112) of~ royalty 
prov1ded for ID thu lease tD the Commissioner of the Gcncra.l ~d Office of the Stale of Texas, at Ausun, T~ and one-half (112) of such royalty !D the owner of 
the soil: 

(A) on.. Royalty payable on oil. which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also~ all 
C01iJe~. <iistiii.ue, anci other liquia bydroearbons =vend from oiror ps run throush a sepanu>r or other equipment, as heninaftcr pro~ded, shall be 

3/16 part of the gross procfuctlon or the IMlket value tbereo~ at the option of the owner of the soil or the Commissioner of the 
General Ulld Office, such value rube determined by I) the higbe:st posted price, plus premium. i!aay, offered or paid for oil. eonden.sate, distil lase, or other liquid 
bydroc:arbons, ~.of a likl: type and pnity in the~ area where produced and when ran, or 2) the hiihcs' marlcet price tbacof offered or paid i:n the 
&enua! arca w~ produced and wileD nm, or 3) the gross proc:ced.s of the sale therco~ whiehcvcr is the p-c.arcr. Lc:ssc-e agr= that before any ps produced froiD the 
leased premises is sold, used or pc«esSC:d in a plant. it -will be run 1m:: of cost !D the royalty ownen throop an adequate oil and p.s separuor of conventional type. or 
other equipment at least as effi<:ieul, so that all liquid hydrocarbons recoverable from the p by sucb means will be reeoverec1. The reqtlirezDent that such p.s be ruza 
through a separator or adler equipmenziD2)' be waived in writin& by the royalty owners upon sudl tenDs 11\d cooditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any &as (mcluding flared ps), Which is defined as all hydrocarbons and pseous substances DOt defined 
as oil in subpancr.sph (A) above, produced from my well oa said land (exa:pt as provided herein with respeet !D ps ~ in a plant 1i:lr the extrKtioG of 
psoline, liquid hydrocarbons or adler products) shall be 3D 6 · part of the p-ass production or the market value !hereof: It the optioa of the 
owner of the soil or the Commissioacr of the Gcncral Land Offic:.c, such value to be based oa the hi~ awicet priQ: paid or offered for ps of compar-able quality in 
the &eneral an:a where proc!UQ:d aDd when nm, or the gross priQ: paid or otfcred to the producer, wh.id»ever is the p-eatcr, provided that the maximum pres:sure base: 
in measurinc the cas under this lease sba1l DOt at any time c:axed 14.65 pounds per square inch absohdl:, and the stmdatd base 1Cnpc:nt~JR sba1l be sixty (60) 
degreu Fahrenheit. correc:tioa to be made for pn:sswe a.c:cording to Boyle's Law, and for specific pzvity accordinc to tests made by the Balance Method or by~ 
most approved method of testing being used by the industry at the time oftcstin&- · 

(C) PROCESSED GAS. Royalty on any gas pro<:essed in a gasoline plant or other plant for the recovery of gasoline or other liquid bydrocarbon.s 
sbaU be 3/J 6 part of the residue gas and the liquid bydroQrbons extrac:ted or the market value thaeo( at the option of the 
owner of the soil or the Commissioner of the GcnenJ Llnd Office. All royalties due bereiA shall be based on one hundred percent (100%) of the total plant 
production ofn:sidue gas aaribUCible to p.s produced from this lease., and oa fifty percent (50%).. or that percent accruinc to Lessee, whichever is the greater, of the 
total plant production of liquid bydroc:ubons attributable to the gas produced from this lease; provided that ifliquid hydrocarbons are reeovered from gas proQ:SSCd 
in 3 plant in wbic:h les.sce (or its par-ent. subsidiary or Ufiliatc) owns an interc:st, then the pc:rccntagc appliQble to liquid hydroC3tbons shall be fifty per=u (5~1.) or 
the highest percent acalling !D a third party proc:essing gas through such plant under a processing agreement negotiau:d at ann's length (or if there is no suc:h third 
puty, the highest paccnt then being spcci1jed in processing agreements or c:ontr.Jcts in the industty). whichever is the greater. The respective royalties oa residue gas 
and on liquid hydrocarbons shall be detcnnined by I) the highest market price paid or offend for any ps (or liquid hydroc:arbons) of comparable quality in the 
grneral area. or 2) the gross price paid or offered for suc:b residue gas (or the weighted ~e gross seUing pric:e for the n:spec:tive grades of liquid bydroc:arbons), 
whichever is the greater. In no event. however, shall the royalties payable under this paragraph be lc.ss than the royalties whic:h would have been du.e had the gas not 
been proccs.sec1. · 

(D) OlliER PRODUCTS. Royalty on carbon black, sulphur or any other products prodUced or manufa.ctured from gas (excepting liquid hydrocarbons) 
whether said gas be "casinghead, • "dry," or any other gas, by fractionating. bunililg or any other processing shall be ~ 6 part of the 
gross production of suc:h produc:ts, or the market value thereof: ill the option of the owner of the soil or the Commissioner ofth; eral Land Office, such market 
value to be detemtined as follows: 1) on the basis of the highest marlcet price of ea.c:b product for the same month in which such produc:t is produc:ed. or 2) on the 
basis of the average gross sale price of each produet for the same month in whic:h such products are produced; whichever is the greater. 

S. MINIMUM ROYALlY. During any year after the expiration of the prim.ary~ of !his lease, if this lease is maintained by production, the royalties 
paid!~ this lease in no event shall be less than an amount equal to the total annual delay rental beTein provided; otherwise, there shaU be due and payable on or 
belen: 0: last day of the month sueo:eding the anniversasy date of this I= a sum equal ru the tct;ai D\llual rental less the amount of royalties paid during the 
precxcinc)'t:ar. 11'Pzagaph 3 ordxls lease 1t0es twt specif) a delaJ •w•tal wnow1t; thea for the purposes of this paragraph, the delay rental amount shall be one 
don~!~) per acre. 

• 
• • • • 6. ROYALlY IN KIND. Notwithstanding any other provision in this lease. at any time or from time ru time., the owner of the soil or the Commissioner 

of ftv:~ral ~d Office may, at the option of either, upon not less than sixty (60) days notice !D the holder of the lease, require that the payment of any royalties 
accruing 1Q such royalty owner under this le:I.Se be made in lcind. The owner of the soil's or the Commissioner of the Gencr:ll Land Office's right !D take its royalty in 
~ ~ot diminish or negat.c the owner of the soil's or the Commissioner of the General Ulld Office's rights or Lc:ssc-e's obligations, whether express or implied. 
under Jhis lease. 

•: • • • ~- NO DEDUcnONS. Lc:ss= ;agrees that all royalties accruing under this lease (mcluding those paid in kind) shall be ~thout deduction for the cost of 
producin~ering, storing. separating. tre3ti.ng, dehydrating, compressing. processing, transporting, and otherwise maJcing the: oil, ps and other products · 
heA~ FY for sale or use. Lc:ssc:e agrees to c:ompute and pay royalties on the gross val~ received, including any reimbuncments for severance taxes and 
production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionau: share ofany fuel used to 

process gas produced hereunder in any processing planL Notwithsunding any other provision of this lease, and subject to the written consent of the owner of the soil 
and the Commissioner of the General Land Office., les.see may recycle gas for gas lift purposes on the leased premises or for injec:tion inru any oil or gas producing 
formation underlying the leased premises a.fter the liquid hydroc:arbons contained in the gas have been removed; no royalties shall be payable on the recycled gas 
until it is produced and sold or used by les.see in a manner which entitles the royalty owners !D a royalty under this lease. 

9 . ROYALTY PAYMENTS A.."'D REPORTS. All royalties not t.alcen in lcind shal l be paid !D the Commissioner o f the General Land Office at Austin, 
Texas, in the following manner: 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the: Tex as Register. Rules currently provide tha.t royalty on oil is due 
and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production. and royalty on gas is due and 
must be: received in the General Land Office on or before the 15th day of the second month succeeding the: month of production, accompanied by the affidavit ~~ the: 
owner, manager or other authorized agent, completed in the fonn and manner prescribed by the General Land Offi~ and showing the gross amount and disp~SIU~n. of 
all oil and gas produced and the ma.rlcc: t value: of the oil and gas, together with a copy of all documcnlS, records or re ports confirming the gross production. d•spos•uon 



and market value including gas meter ~:Wings. pipeline receipts, gas line ~~ipts md othc:r chccb or memoraDd.a o f amount produced and ~ut into pipelines, tan.b. 
or poob and gas lines or gas stOrage, and any other ~pons or records whic.!l the Genc.ral Wnd Office may ~quire to verify the gross produc:tJon, disposition and 

' market value. In all c:ues the authority of a nunagc:T or agent to act for the Lessee here: in must be filed in the General L=d Office. Each royalty payment sh.a.lt be 
accompanied by a cbc:clc nub, schedule, rurnmary oc o<hc:r rc:micunc.e advice sho_wing by the assig:nc:d General Lmd Office l=se number the: il.tnount of royalty be' 
paid on ea.ch lease. If Lessee pa~ his royalty OG or before thirty (30) days a.fkT the royalty payment was due, then ~e owes a pe:!alty ofS% on the royalty · lllg 

S2S.OO, whichever is greater. A royalty paymCDt wh.ich is over thirty (30) da~ late shall ae::rue a penalty of l~h of th.c royalty due or $25.00 whichcver is~ 
In a.c!dition to a penalty, royalties shall ilCO\le intaest at a rate of 12% per yc=; such interest will begin accruing whc:n the royalty is sixly (60) da~ overouc. · 
Affidavits a.od supporting doC1.1lllents which are not tiled when due .shall il:lcur a penalty in m amoUDt set by the General Laria Office a.dminiStr-ativc ~e whid! is 
effective on the date whc the affidavits or supporting ~ents were due. The L=c:e shall bear ;UJ responsibility for payiog or causing royalties to be paid as 
prcsc:ribed by the due date provided b~in. P:aymc:nt of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture: as provided by law 
nor act to postpone the~ on which royalties were orii1naJiy due. Tbe above penalty provisions shall not apply in= of title dispute as to the State's portion of 
the royalty or to that portion of the royalty in dispute as to fair m:l~Ut value. 

I 0. (A) RESERVES, CON"IXACfS A.'ID OTiiER RECORDS. Lesse1: .shall annually furnish the Commissioner of the Gc:!era.J Land Oflic:: with 
its best possible estimale of oil a.od gu reserves uneertying this lease or allocable to this lc:ue :llld shall furnish S<Ud Q)rnmissione: with copies of all contracts undQ-
whic:b gas is sold()( procc.ss.:d and all subsequc:llt agr-=me-nu and amendments to such cootr.ld:S within tb.irty (30) cia~ uta e:ntc:ring in10 or malc.i.og such c:ontncts., -
a.g.rec:ments or amc:odments.. Sucll eono-ac-.s and agr-eements when received by the Gcncnl Lmd Office shall be: bcld in confidence by the Ge:lc:ral Land Offic:: unless 
otherwise authorized by Wsee.. All othCT contracts and records pe:13io..ing to the productio11., tnruporwio11., sale and marketing of the oil and ,as produced 011 said 
pn:mises, including the boob and a.c:wunts, receipts and di.scharges of all wells, t:om1c:s. pools, meters. and pipeline shall at an times be su!Jjc:ct to inspection and 
cx:lmination by~ Commissioner of the C-encnl Land Offic:::, the Attorr.ey Genc=l, the Govt:me(, or the represent3.tive of any of them. . 

(B) PERMITS, DR.ll...LING RECORDS. Wria.cn ootic;e of all opera.tioo.s on this lease shall be: submit:.ai to the Commissioner of the Gcnc:a.! 
Land Office by Lesse: or operator five (S) d.:tys be:!" on: spud d;u.e. woricover, ~-<ntry, temporary abandonment or plug and abandonment of any well or wells. Su~ 
written notice to the General L:lnd Office shall inc!ude copies ofRailroa.d Commission fcnns for application to drill Copies of well t.ests, completion reports-and 
plugging reports shall be supplied to the Gene..-;U Land Office a1 the time they arc filed with the Tc:us lUi! road Commission. All applications, perm.its, reports()( 

other filings that reference this lease or any specific: wc:U on the leased premises and that arc submia.ed to the Taas R.-Uiroad Commission or any other gove:nmental 
agency shall include the word "St:uc• in the title. A dditioru.lly, in =rdance with R.1ilroad Com:nission rules, any signage on the leased ;lren1isel for the: purpose of 
identifying wells, t.anlc batt.e:r:es or othe: =c:i:u.ed improvcnc:nts to the bmd must also incllllk the word ' SUte. • Ussc:: shall SlJllply the General La.od Office with 
any ~cords, memor:anda, =unts. 1"90rts.. Ctlttin63 a.od cores. or otha infonnar;on relative lD the opc:ation o f the :above-<iesc:ibed premises, whic!t may be 
~quested by the General Land Offic::., in a6Jition to those herein expressly provided for. ~ .sb.1.11 have :111 e!cc:tr.c:;U andlcr ra.dio3Ctivicy survey II13de co the 
bore-hole section, from the llase of the surface C3.Sing to the toW de-pth of well, of all wells drilled oa the :above dcsc:i.ced pn:-ciscl and shall transmit a trJe copy of 
the log of e3.C.h survey on each well to the Gener.l.l Land Office w ithin fJ.iL~ ( IS) days ~..c:r the making of said survey. 

1 

(C) PENAL TIES. L..~e: shall inC'.u- a p=alty whenever reports, documents or other mat=:ials arc not filed in the C-cne:-a.l Land Offi~ w'be:1 
due. The penalty for late filing shall be set by the Gene:a.l L.ar.d Ofii~ :ldrninisuarivc rule wbic:!'l is ef!"c:ctive on the date who the materials wen: due in the C-cnqal 
L.lnd Offi~. I 

I I . DRY HOLE/CESSATION O F PRO D UCTION Dl..'RING PR!MA.'{Y TER..'vi.. U: during the pr.r;J31)' t:::n her: o f a;1d prior to discovery and p-oductioo 
of oil or gas on said land, Lessee should drill a dry ho le or holes thereon. o r if during the prirnar; term hereof and afta the discovery and J.Crual produd on of oil or 
gas from the leased premises sue!! production thereof s.iould c= from any c::wsc, this lease shalloot te=inaJ.e if o n or bc::c re the e;:-pir.uion oi sixly (60) days frOm 
date of completion of said dry hole or c..-ssation of ;;roductio n L.:.ssc:c commences 3.dditional drilling or reworking op<:r<llions t.'len:on,.or p;xys or !.elldcrs the next 
annuaJ de: lay re:nal in the same manner as provided in this I case. If, during the last ye:Jr of the primary~ or w ithin sixty (60) d:1ys prior thereto, a dry hole be 
completed and abandoned, or t.'lc: prod action-of oil or-gas shoutd-c..'":l.SC for any c:;lUSC. L='s rights shall remain in full fo~ and effec:: w ithout further opcr:uio~~ 
until the expiration of the prirr::uy term; and if L=e: has not ~sumed production in paying quantities at the expiration of the primary term, Lcs.se: may maintain !!lis 
lease by conduc:tin3 additional drilling or ~working operations p=t to Paragr;1ph 13, ~ing U:e expiration of the prim;uy term as the date: of cessation of 
pro~c~ under P:lr.lgr.lph 13. Should tr.e fint well or any subsequent well drilled on the above described land be comple~ed as a shut-in oil or gas well within the 
pri~~7m hereof; Lessee may resume paym=t of the annual ~nt.:LI in the s;une manner as provided herein e n or before the n::1tal ?aying dat: following the 
ex;>i~p ofsbccy (60) days from the date of completion ofsuc.'1 shut-in o il or gas well and upon the failure to mak: suc.'l pay ment, this lease shall ipso fJCto 
tc:nfiWfe. :tf at the expiration of the primary= or any time therc::Uter a shut-in oil or gas well is IOC:Jted on the leased prc:.-ni.se.s, paymc:1ts may be made in 
ac:cor~~ with the shut-in provisions hc::-::o ( 

• 
0 
•• 

0 

ol2. DRlLLING M-iD R..."eWOR.-'<!}IG AT EXPrRA TION OF PRlMARY TE.'\.\-t It; at the c:::pimio n of the primary tc.-:n, ncithe: oil nor gas is being 
prod~~d

0

on said land, but Us5e: is thc:-:1 e:~gagc:d in drilling or reworking operations the:-::on, this lease shall re:nain in fore:: so long as opc;-:u.ions on !.aid well ~r for 
dril~as .,. :Cworking of any additional well ar.: prosecuted in good faith and in·worbnmlilcc manner without int:.rruptions tot:Uing mo~ than sixcy (60) days dunng 
any o"ne su~h ope..-:~tion. and if they ~ult in the prcduc::ion of oil and/or gas, so lcr.g thc:n::U'..:r as oil and/or gas i3 prcduced in paying quantities from said IJnd. or 
payrne!lt of sbut-io oil or gas well royalties or compe~ry royalties is :nadc 3S provided in this lease . 

• •••••• • • , J. 0=-SSA TION, DRilliNG, A.'lD FL~ORXlNG. U: afkr the: expiration of the: primary term, production o f o il or gas from the leased p~mises, after 
oncii~V!vtd, should =e from any cause. this lease shall not terminate ifl..cssC1: commence~ additional drill ing or r:wo ric.ing opcr:~tions with in six!)' (6~) days 
after !Uch essation, and this lease shall remain in full force and c:r.":c:t fo r so long as such oper:uions continue in 500d faith and in worlcmanl ike manner wtthout 
interruptions totaling me~ th:lll sixty (60) days. If sue. 'I drilling or rcworlcing ope::u:ions result in the prcductioo o f oil o r gas. the lease shall remain in full fc:rc: and 
e ffect for so lo ng as oil or gas is produc.:d from tl:: leased premise.s in paying qu:llltities or payment of shut-in oil or gas well royalties or payment o f compen:a10ry 
royalties is made as provided herein or as provided by law. If the drilling or reworking oper:uio ns result in the comple tion of a well as 3 dry hole, the lease wtll not 
term inate if the L:ssc:: commences additio nal drill ing or reworlC:.ng operations w ithin sixty (60) days after the co mpletion of U:e well as a dry hole, and this I elSe: 
shall remain in effect so long as Lessee continues drill ing or ~crldr.g o perations in good faith and in a worlcmanlil::e m:mner without inter:-uptions totaling more 
than sixcy (60) days. Lessee shall give wric:en nctic;e to the C-c:~c:ral Land Offi~ wit.'lin thir.y (30) days of any cessation o fplrcduct:cn. 

14. SHUT-IN ROYAL TIES. For pUQoses of this pangraph. "w ell" rne311S any well that has l:e:n .lSSipc:d a ·.vel! number by the st.a.te agc::-~cy ~avio_g 
juriscict:on over the produc: icn of oil and gas. I(. at any time a."t.:r the e;c;>i.ruion o f :he: prim:uy term o f a lease that., until be:ng shut in, was being maint:lllled ~n. 
fo rce: m d effect, a well capable o f producing oi l or g:lS in paying qu:~J~tities is loc:l!d on the leased pr::nises, but oil or gas is :-tot being prcdu~d fo r Jack of sutbole 
produc:ion fac ilities or lack of a suit:Jl::lc: market. then Lessee .nay pa; as~ shut- in ?il or ~as royal'?'. i!.rl an;ount cgual :o dou~ l : U:e annual rc:n~ ~rovice~ in th= •• 

1 lc::lSc, bu t net less than S l,:!OO a year for e:1ch wdl c:~pa illc c fproduc :ng otl or g:lS tn plytng GU:!11ttu c:;. !. ?:s -.,.-ph J of d. tS .e::::s_ dee, iiOt ,~<e . .. y J c!-, aJ 1eA 
mnount; the" fo r the purposes ofthi:; ;Jat;!g.-aph, the: delay rc:nl.;l] amour.t shall ~c: one dollar (S l.CO) pe: ac:c. To be: effectiv e, c :~ch initial shut-in oil or g:lS roy:Ur; 
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must be paid on or before: (I) the expir.uioo of the primazy term, (2) 60 days afta the L=e c=ses to produce oil or gas from the leased premises, or (3) 60 day 
a.ftc:r L=ee C:O~pletcs a drilling or reworking opention i.n 3CCOrdance with the lease provisions.; whichever date is latest. Such pa~t shall be ma.de one-hajf ~l/2 
to the CommJS.SIOner of the General Lmd Office and onc·half(l/2) to the owner of the soil. If the shut· in oil or &as royalty is paid. the lease shall be considered to~ 
a ~reducing lease and the payment shall extend the term of the lease far a pe:iod of one ye:11' from the end of the prii'TW')' term. or from the first day of the month 
following the month in which production ~ and, &1\er that. if no suitable production b::ilities or suit:J.ble marlcet for the oil or &ll:S ocisu, Lc:s.sc:e may c:xtend th 
lease for four more ru=sive pe;io6 cf c:-:: (!) )~ ~y ;;::.;,·:.:6 :..':: :::.= ;ur;ot..ot e:u:.'l )'e:IC on or befo re d".c expiration of C1ch shut-in ye:lr. e 

. . I 5. ~OMPEN.s~ TORY ROYAL TIES. u; during the per.od the le= is kept in effea by ~aymclt of the sbut·.in oil or gas royal~, oil or gas is sold and 
delivered 1n pa)'Ulg quant.ll.:es from a weD IOC3Led witb.i.n one thoUSalld (1,000) fe:t o f the leased prcnl!SC3 and completed 1.11 the same produc111g resavoir, or in toy 
case in which dn.inage ~ OCClllring. the rigbt to continue to :nainuin the !case by ~g the lhut·in oil 01 ps royalty shall cease, but the lease shall remain effc~ · 
for the remainder of the yur for whic)) the: royalty has hem paid. The Les= :=y m3lntli.n t.be lease for four more su=ive )'e:ITS b-y I..e.s.w.: pa)'in& co~ e 
royalty at the royalty r.u.c: provided i.n the I= o( the market value of production from the wc:ll causing the dr.linage 01 whic)) is completcd :n the lame pf"'d..Jcing ry 
reservoir and withln o ne thousand (1,000) f~ of the l=d p=nisc:s. 'The compensa.tory ro)'61ty is to be paid monthly, ooe-ha.Jf(l/2) to the O:lmmls.sioner of the 
Ccnet:IJ Land Office and one·half(l/2) to the owner of the soil. beginnin& oo 01 before the last day of the month following the month in which the oil or gas is 
produced from the well =ing the dralnage or th:ot is completed in the S3ZDC produC::ng z=:voir and located within ooe thousand (1,000) feet o{the l~d p~ 
If the compens;uory royalty paid in any 12-mooth period is in an amonnt less l.b.an the znnual shut·i.n oil 01 ga:s royalty, Less= shall pay an amount equal to the 
di1fer::~ce wi~in thirty (30) d3ys from the eM of the 12-month period. Compe.lSatOT)' royalty payments which are not timely paid will accrue pe:ulty 3lld intcrc:st in 
accordance wath P:u-agraph 9 of this I=. Noce ofthc:se provisions will n::lie-1c Le:s.sce of the oblip.tioa of =enable dcvc!opment nor the oblig:ltion to drill offset 
wells as provided in Te:xas Narunl Rcso~ Code 52.1T.l; however. uthe detcnnin.at.ico of the O:lmmis.sioncr, and with the Commissioner's written approval, the 
payment of compensatory royalties = s:uisfy the oblipt:on to drill offset wells. . . 

16. RETAINED ACREAGE. Notwithstanding any provis:on of this lease to the cootr:uy, a.ftc:r a well producing or capable of producing oil or gas has 
be:o completed oo the IC3Sed premise.s, L=ee shall exercise the diligence of a n::asonably prudent oper;uor in drilling such additional well or wells as ma:y be 
re:asonably necessary for the proper development of the le:ued premise J.Od in marl:::ting the production thereon. 

(A) VERTICAL In the eVC':I t this lc::ue is io !"orce and eEcct two (2) years :ukr the CX>irJ.tlon date of the prirrwy or CX".oc!ed tcrm it shall then terminate: 
as to all of the loscd premises, EXCE?T (I) -10 =surrounding e:lO oil wei! cap2ble of proeuc:ng in ;::a:yi.ng quantities and 320 =surround~ c:xh gas Wt:ll 
Qpable of producing in paying quantities (inc!uding a shut-in oil or gJ:S well a:s proyic!d in P~h I~ .'.=:of), or a well upon . ..,hic.h Lessee is thc:n eng~ed in 
~ntinuous drilling or :cworlC::ng operaticr..s, or (2) the numi:x:r of=s included in 3 producing pooied unit pursuant to Tc::::::as N:uur.U Resour= Code 52.151· 
52.!53, or (J) such gn::u..-r or les~ number of= as may then be alloc;U.ed for production pwpos.:s to a proration unit for cc!l sue!! producing well unc!e: the rules 
and n::gula.tions of the R.J.ilroad Commission ofTe:us, or :1ll)' suc=r Jgency, or other governmental ;wthoriry :1:.vingjurisdiction. lf:u any time uur the efective 
~te of the p:lrtial termination provisions ~reef; the applicable fic:fd rules :1r: changed or the well or we!ls loc.:u:d the:eon uc reclas.sifica so th:u less acreage: is 
thc~'\cr allocated to .s:tid ·~II or wells for production p~sc.s, this lc:;se shall thereupon tc:rr-.in= as to all a.c:-eag: not th=:l..fkr Olllocaud :o sa.id well or Wt:lls for 
prcduction pwposes. NoC'NiL'ut.'lllcing tbe :ennination of this le:uc J.S :o 3 ;x:rtion of the lands covc::ed h=~y. lesse: ~I nevertheless continue to luve the right of 
ingress to and egress from the lands still subj= to this leJ.Se for 311 ;JuryDSes desc::ribc:d in P:lrag:->..ph 1 hereof; tcgethe: with case:nents and rights-of-w'Jy for existing 
roads, =isting ;Jipelines and other exi~ting facilities on, over J.lld acos.s 311 the lands described in PJ.r.l.gT3ph I hercof("thc re::a.ined l311ds"), for ac~ss to and from the 
retained lands 311d for the g:~thering or tr.ltiSport:ltion of oil, gJ.S J.lld other minet:!ls produc.:d from t!:e ret:J.ined lands. " 

' 
(B) HORlZOI'<!AL. In the evc::lt :..'lis leJ.Sc is in fo rce and e:':eC't two (2) yc:u:; aft.:r the expir.uion d3l!: of the prim:lt)' or ex---nded tcrr:l it shall funhc 

t.c:minate as to all depths be!ow ICO fc::t below the total depth drilled (hereinafter "de: ;::-a dCj)ths") in each well loc:u.d oo a=age n::~r:ed in ?3r.lg:raph !6 (~) 
above, unless on or befo re two (':) ye;u-s 11kr the: primary or e:nc-:~dd term L=--: pays an :unount :qual to ooc:-ha.lf (112) of the bonus originally po.id as .:! 
consideration for this le3Se (as SJ:ecified o n page I hereof). lfsuc.'lamount is paid, th is lc::1Sc shall be in fore.: and effce1 as to suc.'l de:;x:r dept.'u. and said 
termination shal l be delayed for an addition011 period ofrwo (2) ye= and so long the:-::lfter a:s oil or gas is produced io paying quantities from such de:pcr depd'lS 
covered by this lease. ·• 

••• 
• • • • • • (C) IDENTIFlCA TION AND Fll.O'IG. The surface :w.-c:~ge reuined !lereunder as to c:::u:!l well sh0111, as neuly J.S prado!. be :n the form of a squ.an:: with 

the. 'IIQII.Iocated in the cc.ter the:-:ot: or suc!l CL':er s.iape as may be approved ~y the Co=issionc: of the General l.Jnd om~ Wit.'lin thirty (30) ~ys after parual 
tc~¥!•:ui:n of this lease as provided he.-c:.O., L=:: shall ex:cut: md re::ord a release or re1C3Ses coot.:tining J sat.isfJc:Ory legal desc.;ptioo ofth.e ac:e:1ge and/or 
dcp~ not ret:lined hereunder. The recorded re!eJ.Sc. or :1 certified copy of sm1e, shall be filed in the Gcne::I.I ~d Offic.:., =mpa.nied by the filing fe: pmc::ibc:l 
by W~ener:llland Office rules in effect on the: c!.31.: the releJ.Se is filed. If~ fails or n::fu.se:s to exe~:~~te and record such release or releases within nine:y (90) 
d~~;ll,z"being requested to do so by tr.e Gc:1et:!l LJnd Offic.:, then tJ-..: Conunissioncr :u his sole disc::-:tion may desig.n:u.e by writi.c:'l inst:'\L"Oent the lCT'C"3gC and/or 
depths toj>e releJSed hereunder and record sue!! instrument Jt le='s expense in the counry or counties whc..-.: the lease is loc:u.c:d 30d in the official records of the 
G~~d Of!'lee 3nd such designation sh<111 be binding upon Lusc: ~or 0111 purposes. 

• 17. OFFSET WELLS. Nc:ther the bonus. delay rer.uls. nor royalties paid, or to be po.id, under this leJSe sh:lll relieve lessc: of his obligJticn to protect 
th• •il .. ~ gas uncer the abovc..,Jesc:iOc:d land from being dr.Uned. Lesse:, sublessee. n:~iver or ot.hc: ag::u in con110l o f the leased p re:nises shall drill as many 
weirs as ~e f3C".s m3y jUSlify and shall use appropriai.C mcll'lS J.nd drill to a dejlth n=s:lt)' to preve:1t undue drainage of oil and gu from t."ae lc:J:Sed pre:nises. In 
adt;JiiU.toil and/or gas should be produce::! in commercial quJ.ntities within l.OC-o ~e:t of the lc:J.Scd premises, or in any cJSc where :he !c:3Sed premises is being 
dr.l.iPaed by production of o il or g:u, the ~ce, sublessee, rec:iver or other ag:nt in centro! of the lcJ.Scd premises shall in good fait.h begin the drilling of 3 Wt:ll or. 
wells upon the lc:ued premises within 100 days a.fter the draining "Nell or wells or the we !I or wells completed within l,()(j(j !"c:: of the le:ued premises start ?teducmg 
in ~mmerci011 qu311tities and shall prosecute such drilling with diligc!'lc:. F:~ilure to s:~tisfy the surutorJ offiet obligation may subject this leJ.Se and the owner of the 
soil 's age:1cy rights to forfeiture. Only upon the de~rmin:uion of the Commissioner o f the Gcne:-al l.Jnd Office and with his wrir:en approval may the payme.1t of 
compensatory royalty :mder applicable starutorJ para.-ne:..-;s sati:;fy the oblig:llion to drill an offset we: II or wells req~:irc:l undc:: t."ais pang;'Jph. 

I 8. FORCE :VWEVR.E. If. afu:: 3 good faith ~ffon. lesse.: is preve:1ted from complying with any apres.s or imp lid covenant of this lc3.Sc, from 
conduc:ing drilling opcr:uions on the: leJSed pre:nises. or from produC:ng oil or g:u from L':c: le:ued premises by reJSon ofwu, rexllion, riots. Sl:ik: s. ac:s of God. or 
any v:llid order, rule or reg1.1latio n of govc:nment authoricy, the:1 while ;o pr:ve::tcd, LLssee's obligacon to comply with such covenant shall be swpended md L:ssc: 
shall not be liable for damages fo r failure to comply with such Qver:anlS; additionally, this leas: shall be extend::! while ~sse: is prevcnt.:d. by J./lY such ause, 
fro m conducting drilling and reworking operations or from produc:ng oil or gJS from the le:!..Sed ;:r::nises. Howc:ve:, not.'ling in this p~"'ljlh s!'!all suspend the . 
payr.:c:H of ccl3y r.:nuls in or de:: to main~n 1..'lis le:!..Sc in e~cct during tl:e prim::..-1 t.:::;J in the Jbsc::~ce of sue!! drilling or rewo rking oper.~ticns or productioo of tul 
or gJ.S. 
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19. WARRANTY CLAUSE. The owner of the so U w=ants and :~gTCcs to defend title 10 the: leased preml~ If the: ownc:T of the soil defaults. 
payments owed on the leased prc:misel, then Lessee may redeem the rig.hu of the owner of the :wil in the ~d premises by paying any mortgage,ta:x:s o:n th . 
on the leOLSc:d prc.mises. If Lessee m.al:es payments oo behalf of the ownc:T o f the soil undCT this paragraph.~ may re~ver lh.e cost of these payments :Om e: hens 
rental and royalues due the owner of the soil. the 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than lh.e entire undivided surface esta1e in the abo 
~cscribed land, whether or not Lessee's interest is specified hcein. then the royalties and n:nul herein provided to be paid to the owne-r of the soil shall be pai:C h" 
Ill the proportion wbith his iotue.st ~ to the: entire undivided surface esu.t.c: and the roya.ltiC3 and renLll herein provided to be paid to the Commissio ner of: un 
General Land Offic:: of the St.ate ofTo:as shall be likcwi..se proportionately reduced. HowC'Vc:r, before Lessee adjusu the: royaJty oc rcnt.:IJ due to the ColtlillUsio f 
~e General Land Office. Lessee or his ;wthorizcd rep=ot:u.ivc mu.st submit to the Commis.sioca of the Genc:ral Lmd Offic: a written .staU:mcnt which explains~ 0 

d1srn:pancy betw= th~intaest p\lll)OTtedly l=d undc:r this l= and the acrual ince.--est owned by the owner of the soil. The ComrnisJioner oftbe GcneraJ Und c 
Offic: shall be paid tbe value of the whole production allocable to any undivided iot:rest not ~vcn:d by a lc.;lSC. less the proportionu.e dc-velopmc::u and producti 
cost allocable to suth undivided int:n:st.. HowC'Ver, in no C'Vent shall tbe Cornmi.ssionc:r of !be Gcncnl Land Office =ivc: as a royalty on the ~s:s productioa on 
alloc:lblc to the: undiYidc:d inter-e:;t not l=d a.o amount IC33 than the value ofonc-sixt=th (l/16) ofsucb ~ss.production.. 

(B) REDUCTION OF PAYMENTS. 11; during the primary term. a PQJtioo of the land cover-ed by this lcJ.SC is included within the boundaries 
of a pooled unit that lla.s been approved by the School Lmd Board llld the owner of the soil in a=rdanc:: with Namnl R== Code Sectioll.$ S2..1Sl-S2.154 ot 
U: U any time after the expit:ltion of the prim3ry ter.n or the en:ndcd term. this lc= coven a le:s.sc:r number ofac:-es than the total amou.ct described herein. ' 
payments that arc m:IGe on a per ac:n: basil here-under sh.1.11 be reduced i!iCCOn:ling to the cumber of~s pooled, rel=ed, sum:.ndc..-ed, or othcro¥ise severed, so tlW 
payments determined on a per ;aer,: basis under the t.erm.s of this I= during the primary t::m shall be cakulat.cd based upca the number ofa.c::-es outside the 
bcundaries of a pooled unit. or, if aft.cr the CXj)iraLioa of the primary term. the number of= ;a.c:uaily retliocd and e::>vc:re4 by this I= · 

21. USE OF W A TE."t. l....c.s3e.e shall have the rig.ht to usc wat:r produc::d on said land ncc.:ss:uy for opcratioas under this le.3.Se o:c::pt wat.:r from welb or 
tanks of the owner oflh.e .soil; provided, bowC'VeT, Lessee shall not use pou.ble water or water suiu.ble for livestoelc or irrig:uioo purposes for watcr1lood operations 
without the prior consent of the owner of the soil. 

22. AlJTHORIZED DA.\.iAGES. L=c:: .shall pay the owner of t.'le soil fo r damages C3ll.SCd by its cpeneons to all pc..~aa.l property, improvement:s, 
liv estock and c:-ops on said land. 

2J. PIPELINE DE?ni. Whe:1 requcst=d by the owner of the soil, L..."SS~ shall bury its ;lipdines below ;!low dc;Hh. 

24. WELL LOCATION LIMIT. No well shall be drilled nc:=r than two hundred (200) fe:t to any howe or ba.r:1 now on said premises without tr.e 
writ: en consent of the owner of the soil. ' 

25. POLLlJTlON. In dcYCioping t.'lis are:1., Lessee shall~ the highest de~: of c;ue and all proper safcguarc!s !.0 prevent pollution. Without limiting the 
foregoing. pollution of coasul wetlands. rurur:11 watcrNays. rivers a.nd impoundd w:ucr shall be p~vcnt:d by me usc of conuinmc:~t fac:riries sufficient to proe~t 
spill age. sc:p~gc cr ground Wlt""r cootlmin:J..tion. In the CYcnt o f pollucon.. L..."SSce shall use all me=.s at its disposal to re~t:ure al l esapcd l:ydroclrbons c;r other 
polluunt and sh.UI be re~oru ioie for all d~e to public and priv:lte propenies. Lcsse: shall "build :10d llklinuin fc:Jc.:s ucund iu slush. rump, illld dr:lin~te pits 
and tanlc baaeries so as to prot:ct livestocl:: ag:linst loss, damage or injury; :llld upon completion o r abandonment of any well or wells. Lessee shall till a.nd level a! I 
slush pits md cellars and com plc:.ely cle:lll up the drilling site o f all ruhbisb thereon. LeSS<:: .shall. while conduc:-.ing opcr:uioru on tl:e le~ed pr::niscs, lc::p said 
prc-:nises Crt: of all rubbish. t:lDl, boaJes, pa.pc: cups or g:Jrbagc; and upon completion ofo~oru shall restore the sur.:ae: o f the land to as ne:u- its origin~ 
~ndition a.nd contours as is pr:scticablc:. Tanks and equipment will be lc:pt pa.int:d and presenu.ble. ~ 

26. REMOVAL OF EQUIP~. Subject to limicuioas in this parag.~h.. ~shall have the rigbt to remove rnat!'linery and fiXtUreS plac:d by 
~ssee on the le=d premises, intruding the right to draw and re:nove C3Sing. within one: liundr.:d twe."lty (120) days afu:r tl-.c: o:pir.uioo o r the termination of this 
le~~ M ISSS the owne r of the soil grants L=ee an extension of this 120-day period Howc:vc:, ~e may cot remove: tasi.ng from any well c;~pable ofproduc:ng oil 
anGt ZU'in paying quantities. Additionally. LeSS<: may net draw and remove casing until aft.,:-:- thirty (30) days wrin.:o netic.: to the Commis.sionc~ of the General 
L.u4 00ic: and to the owner o f the soil. T.lc owner of the ;oil shall bc~me the owner of a.-ay m.ac!"!incry, fixtures, or c:;uing whic.'"l a.-: cot timely removed by L:ssc: 
u~w·thC: terms of this p~h . 

• 
• • • • 27. (A) A.SSIG'NME'<"TS. Ur:der the conditioru conuincd in this p:ll"lgr.lph and Pa.r~h 29 of this lcJ.SC, the rig.hts and esUles of either party to this 

lc~'9~if be ass igned, in whole or in pnn. and the: provi5ions oi this lease shall extend to a.nd be !lindiog upon their heirs. dCY~el. lcgJ.l n:;:ll-..scnutives. sucus.sors 
and migps. However, a eh:lllge or division in ownership of the l010d, re!'lt.:ll3, or ropl ties will cot enlarg: the oblig:uioas ofLes.see., diminish the rights. privilqes 
~~ ofL:ise: :impair the effcttive:~css of any payment made by ~:e or impair the :~c:~vc:~ess of any act pcrfcm:e::l hy L:.s.see. And no c..'lange or 
divis~on in owne:ship o f the land. renLlls. o r royalties shlll bind Lessee fo r any puljlose until thirty (.iO) days J..tkr the owner oi the soil (or his heirl, dC'Visc:s, leg:tl 
represcnt.:;tives or OLSsigns) fumishc:s the L=ce w ith sati.sf:lCtory wrir:tc::1 C'Videnc: o f the: thange in owr.ership, induding the original recorded muniments of title (or a 
ceBi«<ocPJpy of sut!l original) when the ownership changed bec=e of a conveyance. A total o r partill as.signmc:~t of this lease shall, to the ext::1t of the int:rcst 
as.srg.-aed. •relieve and discharie U:s.see of all subsequc:~t oblig:uions unde-r this lease. If thu lease u lS.Signed in its c;~tircty as to only part of the ~e. the rightJOd 
O~t(e f 3Y rentals shall be apportioned as between the sevc:r.ll owners raU.bly, ae~rding to the are.:! Of Cath. and fuilurc by one Or more o f thc:n to pay his share of 
the 1-cnta.l shall not lffeet this lease on the ?art o f the land upon whith pro rau rentals Jre tin:cly 'aid or ie:ldcrtd; howcYcr, if :tc assig:~or or assignee does not file J 

c:r-Jiicd copy of suth assignmc:~t in the Gc::~e:-al Lmd Office before the next renLll paying date, the e:Jtir:: lease shall tcrmin~ for failure to pay the entire rcnul dec 
undc:: Par11gr:1ph J. Every assignee sh3ll suc~::d to all rights and be subj ect to 3.11 oblig:uions, liabilities, and penalties owed to the S t.:u.: by the original lessee or 30Y 
prier assigne: of the lease, including my liabilities to the Sut.e for unpaid royal tic::. 

(B) ASSlGNMENr LIMITATION. Notwithst:ulding illiY provision in P:~r~ph 27(a), ii the owner o f the soil acquires this lease in whole or in pa:t by 
assi g;~ment without the prior written approval o f the Commissionc:- of the General L1nd Cflic:. t.his !elSe is void as o f t!1c tir.:e ofa.ssignrr:e:~tmd the agency Fowc: 
of th e owner may be forfeited by the Commissio ner. AlllSsignmcn t will be t:"<:3t.:d iLS if it w::-e r:laC: to the owner of the soil if the a.ssigne-: is: 

(I) a nomi!'lee o f the owner o f the soil; 
(2) a ~rporwon o r subsidiary in which the owner of the soil :S a princ:pa.J stockholder or is illl employe: o f sue!'! a corpor.llion or subs idiJI)'; 
(3) a partlcrsl:ip in whic~ :he ownc: oft.':c sci! is a partler or :S l11 employ::: o f such a par.:.e:snip; 
( J ) a princip3l stodU.oldc: or er.-:ployee o f ~'1 :: cor;:cr.uion which is t..'l:: owner o f the soil; 
(5) a p:lfUlcr or ::nploycc :n a partnership -.hie!"! is the ownc: o ft.'le soil; 
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(6) a fiduciary [Of' the owner o f the soil; Including but not limited to a guM01.3.1l, trustee, executor, administrator, receiver, or co~rvator r, th 
owner of the soil; Of' or e 
(7) a family me:n.bcr of the owner of the soil or related to the owxr of the soil by m.uriage., blood. or adoption. 

28. RELEASES. Unde: the cond itions cont.:Uned in this paragnph l!ld Pangraph 29, Lessee my at any tirr.e execute l!ld deliver to~ owner of th · 
a.nd place of record a release o r relca.se:s covering any portion or portions oftbe le;ued premises, 20d thereby s=oder t.'lis le= as to suc!l portion o r portions, e S:~ 
relieved of all subsequent obligations ;u to aceage s=ndered. Ihny part of this I= is properly su.rrendc:r!:d, the dc!ay renul due under L'lis lease s.\all oc rt~ · 
by the proporeon that the surrcnd~d a.c::-eage be:~n to th.c: a.c.-cage which W33 covered by this I= ir:J.mc:rlia.tcly prior to suc:!l s=nder; however, sue.'! release ,:,~d 
not relieve Les.see of any li:lbilitics wllic:!l may luve accru.cd under this lease prior to the =de:r of suc!l ac::-c:~.ge. 

29. Fll.ING\)F ASSIGNMENTS AND .RELEASES. Ifal.l or any put of this I= ls assigned or released, sucb as.sign:nent or l"!le;ue roust be ~rdcd. 
the county whc:..-: the land is siruated, :rnd the: recorded instn.:mcnt, or a copy of the :ccordd !.D..st=t catiiied oy the County Cld:: of the: county in which tlle m 
instrument is recorded, must be !iled in tbe General L3nd Office within 90 days of the la.st c:x=Ula ~ ac:omp:mied by the prescribed filing fee. If any suc.i 
assignment is not so filed, the rights acquired under thi.s l=e shall be subjea to forfeirur: at tbe o ptio n of the: Commissioner of the Gcnc:al L3nd Office.. 

30. DISCLOSURE CLAUSE. All provilioos peruining to the le:ISC of tl".e ~vc~ l:md luve bc-..n included in this instrument. including the 
st:Uement of the true consideration to be paid for the exc:c:utioo of this le:ue and the righa and dutic:s of the: partic:s. Ally colla.t.CT'3.1 agrc-:ments concerning the 
development of oil znd 1as from the l=d prc.-nise:s whic:!l ~ oot contained in this lease rcnea this lese invalid. 

Jl. FIDUCIARY DlJTY. The owner of the soil owes the State a fiduciary duty aGd must fully disclose :~~~y fa.c:s affecting the St;Uc's intc:::$t in the leased 
pre:nises. Whc::1 the interests of the owner o f the soil con.ilict with those of the: Sw.c, lhe owner of the soil is oblig:IU::d to put the s~·s inLeTCsts before hu personal 
in trrests. 

32. FORFEITURE. lf l..c::s.se: shall fail or refuse to m.alce the payment of3ny sum within thirty day3 a1b::r it becomes due, or ifLcs.se: or an authcriztd 
agent should knowingly make :~~~y false :-erum o r false report ~n~ming producrioa or drilling. oc if Lcsse: shall fail or refuse to drill 3nY otr..set well or wells in good 
fai th as required by Jaw iiJid the rules and regulat!ons adopted by :1:e C.:>tnr.1issioncr of the C..:nc.:·:JJ L3nd Office, or ifL:s.see should fail to file reports ia the m:~r.ner 
required by Jaw o r fail tO comply wir..'l rules and :cgula.t.io ns promulga.1ed by the C-enenl Llnd Offic:. the S.:.'looll...and Board. or !be Railroad Commission, Of" if 
~e: should refuse the: pre per authority a.cces.s to the records pcruining :o opcrJLioru, or if~ or an autho ri.z=d agc:1t should knowingly fail or ref.ue 10 give 
com:ct information :o the proper :llll.'lo riry, or lclowing.!y fail or rcfus:: to fumis.'l the General l.:Ir.d Offic:: a correc::t log of any well or if Lessee shall lcnowin!:lY 
v!ola.le 3ny of t..'lc :nate rial provisions of :hi.s lease, or if :his le:lSc is ;usigncd 3tld the :usig.nmc:1t :.S oot filed in L"'.e C-e:1cr.LI L3:nd Office 3S required by law, the rig.~ ts 
acqu:r.:d under this IC3Se shall be subj ec:: to for.": iru:·e by tbe Commissionc:::, 3tld he sh!lll for."e!t =-.e ·Nbat s.J ff:c!c::~tl;t infor.ned oftbe fac-..1 whic!l auihonu a 
for1e!cure., illld whc:l forfeited the area sh;UJ ~n "!le subject to leJSe uoc!er the t.c::rms of the RclinquWu:nent Act. Ho~er, nothi."lg bert in shall be COnstnJed as 
waiv:tlg the automatic tc:mina.tic n of this le= by oper.uion of law or b:-o re::son of:ln:- spe~al limlu.tioa a:r'.sir. g he:eunc!er. Forfe!"rures may be set ;uide md r..~is 
le:J..Sc md all ri ghts thereunder re:nsw.cd before the :ights of anoL!Jer intc~er.c upon s:l~.s i;u::ory mce:~c::: to :.':e Commiss!oner of:h: C-e:1e:.-al l.;md Offic: of t\ln:.r: 
compliance with the provisions of the law and of this Je~e and the rules and ~lations that !ruiY be x optc:l rel:u.ive hc:.-eto. 

JJ. UEN. In ;u:cort!an~ w it.'l Te;os Narural Resourt::s Ccx!e 52.136, the St.Jte shall b..av e a first lien upon all oil md gas prcduc:d from the area e~vcred 
by this lel.!e to se cure paymc::lt of all unpaid :-oyalty and o ther suJn.s of money t1ut :my ~~r::~ : under this lc::lSc:. By =?unce of :his lc:;ue., l=: gr.lllts tl'le 
State., in Jd..:! tion to tl:e lien provided by Texas Narural R:.sourc:s Code 52.136 ll'ld any oli'l=:- :~.;.; :c::l.ble starutory lien, an e:::?r-~ ~n~ lie!l on md security 
int::.-:st in all leased rr.incrals in ll'ld ex::-:IC"..C:d from the lcJSed premises, all pro=ds whic.'l m;ry :u:....--ue to Lc.s.se: from the s3le o f such leased mine:-Jls, whc~ier sue:!! 
proc:e ds :u-c held by Le.sse: or by a !bird party, and all fiXtl.!r"..s on and improvcmc:'lts :o the lc=d pre:nises used in ~nnec::ion with the ?reduction or ?roc::ss ing of 
such le:LSed miner:lls in c rc!er to se::.!I"C the payment of all royalties or other amounts due or tD be~ru: due under this Je;ue and to secure payment of any d31!'13~:s or 
loss th.lt Lesso r may suF.:r by re:lSon ofL.:s.see's bre:lC!l of any covc!lar:t or condition of this le:uc:... wheL'le:cpre.ss o r iznplid.. This lien ar:d security intc~ rruy be 
fcre:!osed with o r without court pro~:cfLngs in the mannCT provided in tl:e Title: 1, Oaptcr 9 of :he T ex.JS Business and Cammer-..: Code. Lesse: ~::s that the 
C ommis.sioner may require Lessee to o:e..-ut: and record such instruments ;u may be re;uon:lb!y n=sary to aelcnowledge., an:a.c:!l or pcrfe:t this lien. Lessc: hereby 
TC?~sillts that the::: :u-c no prior or supcT.or lic::l.S ari!ing from and rcl3ting to Lesse.:'s activities upon the :lboveo.{jesc:ibed pre pert'/ or 5"om Lessee's acquisition of 
this lu se1 Should the Commissioner at my time: de:.c:mine that this repl"!sc:nution is :~ot true., tho the: Commis.;ioner rruy dec! are this lease forfeitcd J5 provided 
he 

• . •• 
re:n . 
•••• • • • 
• • • 34. POOLING. Lessc: is he:-:!:>y granted the right to pool or unitize th: roy3lty intc:::st of the owner of the: soil under this le;ue with my other lcJ.Schold 

or m lherll interes t fo r the exploration, development and produe:ion of oil or gas or either ofthc:m upon the sarr.c: tcr:ns ;u shall be approved by the Sc:!lool Llnd 
B~S ~~ the: Commissioner of the Genc:.-al Lmd Of!ic..: for the pooling or unitizing of the int=::si of the Stat: under this leJSe pum~:~nt to Tc:x;u Na.I:JJ""J.I Rcsourc:c.s 
C~~ISI-52 . 153 . The owner of the soil agrees that the inclusion of this provision in this lease sa.t.isfic:s t."ac: aecution rcquiremc::1ts sw.cd in Ta;u Natur.ll 
Re;.,W~i~Codc 52. 152. 

• • 
• 35. INDE~TY. Lessee he:::-: by relcJSes and disc:..!Jarge.s the Sute ofTexJ.S J.Ed the owner of the soil. their offiee:s, employe:s. p:l!t:"'le:.-s, agents. 

contTJc:orw, subcontr.lctors. g\!e.sts, inv ite::s, and their respective sucees.sors and :LSsigns, of md fro m all :llld any JC:ions and =es o f ac::ion of eve:y nature, or other 
h Jz!ra .. i~~'ding environmenul harm. for which recovery o f d:unage.s is sought. including. but oot limited to, all losses and c:xpc= which arc c:wsed by the 
ac:iYitie.s •flc:s.se::, its officers, employe es, and age:Jts :ui.sing out o[, incic!c:'ltal to, or ~ulting 5"om, the operations of or for Les.se: on the Jc;ued premises 
he~Ur:or th at may a.ri.se out of or be cx::J.Sioned by ~e::'s bre:1eh o f any o( the tc:ms or provi.sicru of this Agre::ment, or by my other neglige at or stric.tly liab!e 
ac: or omission o f l c:s.sc::. Furthe:, ~ !lel"!!:>y ag.--ces to be li3blc for, exoncr.u::, indemnify, dc:!"c:1d llld hold ~=less the SLa.l.: ofTexJS and the ownc: oi L~e sot!, 
their offic: rs, employc:::s illld a.gc:nts, the: iT suec::.ssors or as.signs, ~Jinst any and all claims. li:lbilitit:l, losses. damages, aC"Jons, personal inj ury (including dcllll), 
costs md e;q:cnsc:s. o r ot1'1cr harm for wh ic:~ recovery of d::!.rn~:s is sought. uocer lilY theory inc!uding tort, contnC" .. or str:ct li:lbility, including anomeys' fce.s ll'ld 
oo.."'er lqal ~xpc::1s c: s. including those re l~d to c:nvironmenul haurds, on the lc::!Sed pre:nise.s or in my W'S'f r.:Lltc:d to L.=s.se::"s f:lilt:r: to ~mply with ll'l)' ar.d all 
e:1v ironmenul laws; those :J.rising from cr in m y way rcl:u: d to L=$sc:: 's 01=c:rJLions or illlY oLIJc:r o fL:s.sc:='s activit:cs on the leJSd pr.:rr. ises; thos:: :ui.sing from 
us.sc:~'s use of the surf a~ of the Je;ued prem ises: and those thaz may :ltise out of or be: oc:::asicnd by Les.sc: 's Crc:lC!l o f any oi the te:;ns or ;:rovisions of this . 
Agrc::r.e:1t or :ll'IY othe~ Jet or omisSion o f Lessee, its directors, offic.::s, c::;1ployc:s, p3Ttllc:S. age::ts. cor.C"JC"..cn, subcontr.lc:c rs, ~eslS, invite:s, md their rcs;;ce"..JVC 
suc~ssors and J.!:Signs. Each :usignc:: of :.': is A~eme:1t. o r m ir.t:r:st the:-:in. ~e:s to~ lia!:l: fe r, c:toncr:u.:, ir.c!e:nnify, de fend md hold h=les.s the S::.·: of 
Te:cas md t.'le owner of t1'1e soil , their oei~rs. employees. and ag: nts in the same m3tll'lcr provic!c:i a.lxlvc in COMcctio n w ir..'l L!Je Jc:ivitics oi Lessc:, its offic: ::s, 
c::nployc:s, llld J gen ts :u described abov e. E...'<:CE?T AS OTHERWISE E.X.PRESSL Y LI:\!JJ!:D HEREIN, ALL OF TirE L'iDE.\L'iiTY O BLIGA TICI'oS 
A.'-"DIOR !...I.AB!LITIES ASSU:'>I E. ';) u--;-.;DER Tiii: TE R.\>LS O F TIHS AGRED1E:"iT SHAL L BE WITHOtf T Ll.\IITS A.'iD WITHOul RLGA .. tU> TO 
TI-lE CAUS E OR CA.l"SES T.-lE:tEO F (EXCLL"D~G PRE·EXIST!'i'IG cmmmOi'iS), S"8..1Cf LIAB!UTY, OR THE i'iEGLIGE:'iCE OF A..-.;Y ?.\RTY 
OR PARTIES (T:'iCLL' DI;-JG THE NEGLIGE:'iCE OF T H E L-;"D E.\f:',lFIED PARTY), WHETHER St;CH :-IEG LIG E:-iCE BE SOL£, J O['.I, 

co:'lcuRRE:-.'T, ACTIVE, oR PA.ssrv"E. True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



.. 
. ·~ 

. 36. ENYIRONMEN1AL HAZARDS. l..es.scc shall use the highest degree o( care and all rc.:uooable safeJUards to prevent c:ont.a.mination or poilu~ · · · 
~y enviCOnmcnUI mediwn. including soil. surface w:uus, voundwuct, sediments. and surf01ce or sulnurface nnu. ambict air or any other cnviroruneruaJ au:~ or . 
Ill, on, or under, the lc-:ucd premises., by 3l!Y waste, pollutant. or conwnin3.0t. Lessee shall not bring or pc.rmit to renuin on the leased p~ zny 3SbQ-.cs IDrl 
coou.ining matuials., explosive, toxic~. or substln~ rciUJa.u:d 3S h.u.lrdou.s was~ h=do113 materials., haz.:ln:!ous subsun~ (i131hc tc..-=n -liaz.Jrd 
Substance~ is defined in the Comprehensive Eoviroorncnul Response. Compensation 01nd LU.bility Act (CERCLA). .C2 U.S. C. Sections 9601, et seq.). or !Ox.ic ous 
subsunces under my fedcr.U, Stl1e, or JOC3l Jaw or regub . .tioo rH=-t~ous Ma.t.cri3l.$"). e:xe--pt oTdinazy products commonly used in C:OMCctlon with on and !:U 
c:plor:uion md development operations ma stcrcd Ill tile usual manner md qumtities':" LESSEE'S VIOLA noN OF THE FOREGOING PROH1BmON 
SHALL CONSTllllrl: A MA TERlAL BREACH A."'D DE'F A UL T HEREUl'o"DE.R ~"l> LESSEE SHALL INDEMl"oiiFY, HOLD HAR.'rfU:Ss A. 'in 
DEFEND THE ST A TI: OF TEUS A.""D THE OWNER OF THE SOU. FROM AND AGAINST A.'fY Cl.ADlS. DA."riAGES, JUDGMENTs. PE:'JALn 
LIABILITIES, AND ~OSTS (INCLUDING R.EA.S<>NABLE AITOR.~EYS' .Fl:ES A.'ID COURT COSTS) CAUSED BY OR ARlSING Otrr OF (1) A ES. 
VlOL.A TION OF THE FOREGOING PROHIBmON OR (U) THE PR..E.SE'ICE, RELEASE, OR DISPOSAL OF A.'N HAZARDOUS MATDUALS ON 
'UNDER. OR ABO liT r.dE LEASED PRE."\fl.SES DURL'iG LESSL:E'S OCCUPA.'ICY OR CONTROL OF r..n: LEASED PRE:'rllSES.. LESSEE SliALL' 
CLEAN UP, REMOYl:, RL"tiEDY A.""D REPAIR A.'fY SOIL OR GROUND WATER COI'ITA.'rffi'of.ATION A."'D DA."rL\.GE CAUSED BY TilE 
P:lU:.SE'40: OR R.E~ .EASE OF A.'IY IUZARDOUS MA n:lUALS IN, ON, UNDER. OR ABO tiT THE LEASED PRL'\riSES DURING LEssEE'S 
OCCUPA.'lCY OF TiiE LE.ASED PRE.'rfl.SES IN CONFOR.'oiA.'lO: WITI1 THE REQUIRE:'tfL'ITS OF APPUCABLE LAW. THlS 
ll'lD E.\1NIF1CA TION A.'ID ASSUMP'TION SHALL APPLY, Bur IS NOT LlM1TD> TO, UA.BII.frY FOR RESPONSE ACTIONS UNDERT Al<E'f 
PURSUANT TO CERCLA OR ANY OTHER L"(VVRONML"'T AL LAW OR REGULATION. LESSEE SHALL 0£\fl:D IAT"d Y GIVE TilE STAn; OF 
Tr..'US A..'m ntE OWNER OFTHL SOIL~ NOTICE OF A.'fY BREACH OR St!SPEcn:D BREACH OF THIS PAlU.CRA?ll, tlPON 
LL\R.~ING OF THE PR.E.SL'ICE OF ANY HA.ZARDOUS MAlT-RIALS, OR UPON RECEIVING A NOTICE FROM A.'N GOYER.~!AL · 
A GL'lCY PERT AINJNG TO HA.Z.A:RDOUS MA TElUALS WHJCH :'ttA Y AFFECT THE l.L.ASED PRE.'rliSES. THE OBUGA TIONS OF LE.SSU 
lll:.REUNDER SHALL SU "RVIYE THL EXJ>.IJU TION OR EARLIER TER. 'r!INA TION, FOR A.'fY R.E.A.SON, OF THlS AGJU:L'r!ENT. 

37. APPUCABL.E LAW. This le= i:s issued under the provisions o( T.-::tS N:J..t\Inl R.e.soure:.s Code 52..171 thn>ugh 52.190, c:omrnonly known as the 
Relinquishment Act, md other applic:lble suruu:s and UDC:ldm~ts thc=to, :md if any provisioa in this lc.ue doc.s not conform to th~ =t.c:s. the starutes wiU 
prevail over any nonc:onfor.ning lease provUions. 

38. EXECUTION. This oil :~nd gas IC3Se must be lig::ed 01nd xbowledged by :he Lessee bc!ore it is filed o£:-ec.crd in the county m:or6 01nd in t.~e 
G=er.ll Land Offic:.:: of :he State ofTex.:I.S.. Ot;c: the tiling requi.r::nc:nts found in P~h 39 o f this lease h:lvc b<=l j;J.[jsfied, the elfec:ive cW: of this le~ shall 
be the date found o n P:~.ge I. · 

39. LEASE FILING. Pursuant to Ola;:ter 9 of the Tc::::u Busine$5 md Comn:e.:"c:: Code, thu lease :nust be filed ofrcc:ord in the offic: ot:lle Coun[}' 
Cleric in any c:ounty in whic:.'l JJI or any part of the leased prcmi.scs is JOQt.d .. and certified copies thereof must be filed in the Gencr.ll Land Office. This lease is not 
c~e:tive until a c:.::rtitied copy o f this lc:ue (whic!l is made and c:.""tified by :he County Cleric from !lis records) is filed in the Ge:1er.ll LJ.nd O F.ic: in ac;ord::nc: wi th 
Tex:u N3.rur.ll ~cso=s Code S2.l8J. A dditionally, this lease shill not be binding upcn the S= urJc.s.s it rcc:C.e:s t.he a~aJ md :n:e: c:ons ic!er.uion s;:3.id o r ~rcmuc:! 
for execution o f this le :l.S:. The bonus due the S= and the pr-..!c=il::ed tiling fe: s.h3.11 ac:.orr.p3.Dy sue.~ c:;tilled copy to the Gc:ler3.1 Land O ffic: . 

* See Exhibit "A" Attac for dditional Provisions --~~ 
TTILE:·------~--------------------

DATE:.--I-f~dic!.......,~.,t...£z)---··--

ST~TE OF TEXAS 
• •• •••• 

B,: • 
Iw~v.i~~Jly and as agent for the Sute ofT= 

• • 
Date:: __________________ _ 

L .. L . C . I 

ST A TI: OF TEXAS 

BY: 
Jndlv.-l~.d:-u~al::-ly-.an~.d:-as-ag_e_:l_t-:fo:-r-th:-e-_-=-c: l,:\-te-o-:f:::T:-=-----

General Partner of H-S M1nerals and Realty , Ltd . 
Du=· . Tax I D# . 

Fed. Tax 
ST A TI: OF TEXAS 

BY:~:--~~:-----::--:-~-~~------­
lndivicually and as ag::1t for the Sute ofTc.x:l.S 

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

True and Correct 
copy of 

Original fi led in 
Reeves County 

Clerks Office 
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STATE OF ______________________ _ 
(CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ____________________ _ 

BEFORE ME. the undersigned autbority, on this day penonally ap~'------------------------
kncwr. ~;, r.:.; ':0 ~lite pc:son w~ name is sulnc;"~Ocd to the fo~going i.c.sttumcnt.. as _____________________ ,

0
r 

.· 
-;:--:-;-----~~~:-:-~--:---::-----,..-,---:---~---:---:--:-----:-:---:--:--:-:--znd ad::::lowledged to me: that be cxcc-.Jted the sam ·' 
fo r the purposa and co~idu:ltioa tbc-ein e:::q::=.d, in the capacity ~d. and a3 the xt :md deed of ~d cetpor.Jt:on. . e 

Give:~ unc!u my hand and s=l of office this the. ____ ,d.ly of ___________ _.· 19 ___ • 

Not:lt)' Public: in and for __________ _ 

STATE OF ______________________ _ 
(CORPORA TIO~ AaolOWl.EDGMENT) 

COumi' OF ____________________ _ 

BEFORE ME. the undcnijpl.Cd 211thority, on this day penoa.ally ap~d·------------------------

lcnown to me to be: the ~a whose c.:unc: is sulnc::ibcd to the foregoing instrument. u. ____________________ __;of 

-;;--:------,----:--------------:-:-----:--....,.---:----:--:--:--:--:-....;and xlc::awledge:l to me t!ul he aec:uu:d the l;lll;c 

for the purposes and conside::uion tbc::-cin cxp=d. in the: capacity s=d. and as the: ac: ;md ded of said c;lrpor.uion. 

Give:1 un~~ :ny hand :md ~~of effie.: this the. _____ day of ___________ _. 19 ____ . 

No~ P'Jblie in and :or __________ _ 

STATE OF _ __ --::::T:!iE~XA~S~-----------

COUNTf OF _ ___._I-4-G..=.ll.;...;N_\ ..=..) _ _ _ __ 

Before me, t.'1e undm ignc::l :~ut.'lcrity. on this day .PC . .'"-sonally appc::=d Cydney H. Shepar d , Pr esi dent of RC Star ;. 
L . r .. c ., Gener a l Par t ne r o f H- S M1ne ra1s and Real ty , Ltd . 

lclown to me to :,c t!le pe~cns whose :l:lmC::S ar: subscribed to the fore:oing instrument. ;md :tcloow ledged to me tl::u t.':cy a:cuced the same for the ;~urposes and 
consicer:ltion therein apr-....sscd. 

• • • Given under my han':!Od.:lan~~~;;:,.::::.:,.:.;::o~~:C..=-iziao:lll!i...,r--
• • • r ••• ..... 
• • • •• • 

• 
•••• 

JANAJULER 
Notart Public, State of T exas 

My Commission Elcpires 

JULY 21, 2002 

(I?'<'DIVIDUAL AC1010WLEDG~"T) 
e e ---, AAf /, /\ 

STA11~ • .-~~~~~-~UV~~~----~-------
CO u;.TY0F __ ·rn_t'_cL{_cv:£ ____ _ 

• •: • • ~efore me, the undenigned aut.'"lority, on this day pc::"Sonally appc:!.rCd, _____ ~CI_~:::.C?f}:.=.i-f-~~..ufM~u....5<JYI~oL!..-lo. _______ _ . . p 
lc.r.o wn to me to be: the pe~ons whose names ar: subscribed to the foregoing i.ns:Tume:1t., and acloowfecged to me that thev executed the s:1r.1e fo r the ;~U!jXlS:1 311d 

cons~:;r~ci:O there:n ex;;r-..ssd. 

2 
O day o f ~ • , 

19 9 ~ Given under m y hand :111d seal o f of!i.1c.: this the:. --.<.~...=.·-=-0___ _ _ . 

- 721~7!!Midft.R, 
Nc t.:uy ?'Jl: fic in md (or ___ ML.=~:.=....:..:.::~:._ ___ _ 

True and Correet 
copy of 

Original filed in 
Reeves County 

Clerks Office 

.: 
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"EXHIBIT A" 

Attached to and made a part of Oil and Gas Lease 
dated August 19, 1998 by and between H-S Minerals and Realty, Ltd., 

as the owner of the soil, an d Clay Johnson, as Lessee. 

I. Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and agrees to maintain, restore and 
keep roads in usable condition so long as this lease is in force and effect. 

2 . Lessee shall notify the owner of the soil a minimum of 24 hours before cutting any new road, if necessary, into or on the leased 
premises. 

3. Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as property of 
the owner of the soil at the expiration of this lease. 

4 . It is further understood and agreed that Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches 
deep below the surface of the ground. 

5. Lessee may use no more of the sur face of the leased premises than is reasonably necessary to use for the purpose of which this 
lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the owners of the surface. 

6. It is further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that 
only those structures which are reasonably necessary for product ion facilities or tank batteries shall be erected on the surface of 
the leased premises. 

7. Notwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will nor 
po llute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil 
in writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated. 

8. Lessee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its success~rs or 
ass igns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional 
damage to the owner of the soil's other land and crops. .• 

• :9'.:: Upon written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits 
• •• .. and tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, 

•-.. • L essee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon . 
• 

• • }'0,• J_.essee further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of 
. .. . • such well, or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as 

·:· .. ·~early as reasonably possible to its fonner condition at the cost and expense of the Lessee, it being the intention of the parties 
hereto that the Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease . 

• 
• : rr." ~f all or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the owner of the soil with a copy .. h. :>f any such document. 
• • 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



..... . ~ . 
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· ~ 
• 
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TEXAS GENERAL LAND OFFICE 

GARRY MAURO 

M -I oo~ol 

COMMISSIONER MEMORANDUM 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: 

County: 

Clay Johnson 

REEVES 

Section: 31 Block: 56 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3116 

Consideration 

Recommende~.) · 5·.>8 
Not Recommended: ----
Comments: 

Lease Form 

Recommended: iltJI f'!o/rt 
~ ~ 

Not Recommended: ----
Comments: 

Bonus/Acre 

Rental/ Acre 

DATE: 09-Sep-98 

Base File#: 153262 

Abstract: 6007 

$50.00 

$1.00 

Spencer Reid, Senior Deputy Date: tJ-1&,. Cf J 
Recommended: ~ 
Not Recommended: _ __ _ 

Garry Mauro, Comrnis~ioner Date: _.,,.__ ___ _ 
Approved: ~ 
Not Approved: ___ _ 



RAL REVIW sum 
Traw~:tbl # 2792 L. Collier 

LBsslr: KPW Revocable Trust; MSW Revocable Trust; & MLH Rev LBasa Data: 8/19/98 II 0 

L8ssaB: Clay Johnson 

lfASE IISCRFTJON 

CWJty 
REEVES 

REEVES 

TERMS OfFERED 

PltTa'y T ll'lll: 

lknls/ Aa'8: 

Rlllt&' A~n: 

Roy Sty: 

COMPARISONS 

Is years 

13/16 

108.28 

Bass FIB No ITt ' 153262 

103579 

$so.oo 1 

$1 .oo 1 

E/21ess N/40 & S/12 31 56 00 PUBLIC SCHOOL LAND 

N/315 of S/560 44 56 00 PUBLIC SCHOOL LAND 

1IRMI RRDMrtDID 

Prmi'Y TII'ID Is years 

lknii/Ain $50.00 

RIIJt&l Aa'8 $1 .00 

Roy Sty 13/16 

Abst# 
6007 

2714 

Mf# Lossoo Data lll'lll lkms/Ac. Rlllta/Ac. Roy Sty llatal:a 

I I I II II I Lastlaaso 

L L II I C~[ IL_~L 
r-

I I I i I II II I 

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

COOIJBits: !Gross acres 472.5. First & second year rental $1 .00, third & fourth year rental $16.67. 

Wednesday, September 09, 1998 



/Y}- I OOPl-0 I 



111/'\1~ nc;:,vunvt::i:>, L . r- . -

ACQUISITI~~~~~JER OF TI-l E GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 08/19/98 fr<fm "the siate of Texas by Agent 
11-S Minerals & Realty, Ltd., Lessor, in favor of Clay 
Johnson, Lessee, covering the N/315 ac. of the S/560 
ac. of Section 44, Block 56, PSL Survey, 
Reeves County, Texas. 

/70 

ACQUISIT1<(_f6~~f'6NER OF THE GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus 

.:.u, 
·:·u 
.::l't •:: 

•• 
. • . ·~·. . . •' •••• 

• •••••• • • . • • ....... 
yooy 
• • 

• • • •• • •• , ... ,. 
• • 

Checking Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the tate of Texas for Oil & Gas Lease 
dated 08/ 19/98 from the State ofTexas by Agent 
H-S Minerals & Realty, Ltd., Lessor, in favor of Clay 
Johnson, Lessee, covering the N/3 15 ac. of the S/560 
ac. of Section 44, Block 56, PSL Survey, 
Reeves County, Texas . 

11/3/98 

99014110 

I 
164.07 

11/3/98 002846 
164.07 

164 .07 



Ill /-\1\1 Ht:;:.UUHvt:;:,, L.t"'. -

ACQ!JISITI8~~~~~t~i~ER OF THE GENERAL LAND OFFICE 11 /3/98 
. PARAGON #299:Lease Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in ful l of 1/2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated Olft 19/98 irom the State ofT ex as by Agent 
Virginia Glenn II ill Lattimore, James Robert Hill & John A. 
Styrsky, Co-Trustees of the llouston & Emma Hill Trust 
Estate; Virgin ia Glenn ll ill Lattimore, Individually; & James 
Robert Hill, Individually, Lessor, in favor of Clay Johnson, 
Lessee, covering the N/3 15 ac. of the S/560 ac. of 
Section 44, Block 56, PSL Survey, 
Reeves County, Texas. 

(70 

ACQU ISITI~~~~~~ER OF THE GENERAL LAND OFFICE 11/3/98 
PARAGON #299:Lease Bonus 

J'­

",'.,"' 
':/'$ , .,, .. 
( •• ,,! 

• •••••• • • 
" 

Checking Lease Bonus 

Payment in fu ll of 112 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 08/19/98 from the State.ofTexas by Agent 
Virginia Glenn II ill Lattimore, James Robert Hill & John A. 

tyrsky, Co-Trustees of the llouston & Emma Hill Trust 
Estate; Virginia Glenn II ill Lattimore, Individually; & James 
Robert Hill, Individually, Lessor, in favor of Clay Johnson, 
Lessee, covering the N/315 ac. of the S/560 ac. of 
Section 44, Block 56, PSL Survey, 
Reeves County, Texas . 

002841 
3.937.50 

9901410~ 

)(3,937.50 -

002841 
3,937.50 

3,937.50 



1111"\1~ nr::.;;:,vunvr::.", L.t"' . v 

ACQIJISITI~~Mlffi9~!~~ER OF THE GENERAL LAND OFFICE 11/3/98 
. PARAGON #299:Lease Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Oi l & Gas Lease 
dated 08/ 19/9& fri.Jrn tlte State of Texas by Agent 
Ilill lnvestrnents, Ltd., Lessor. in favor of Clay Johnson, 
Lessee, covering the N/3 15 ac. of the S/560 ac. of 

ection 44, Block 56, PSL urvey, 
Reeves County, Texas. 

99014096 

ACQUISITI~~WNER OF Ti lE GENERAL LAND OFFICE 11 /3/98 
PARAGON #299:Lease Bonus 

••• • • • • •• 
•••• •,,• I 
• 

••••• • • • .... ... 
• •••••• • • 

• 
..... J • • 

• •••••• . ' 
Checking Lease Bonus 

Payment in fu ll of 1/2 Lease Bonus Consideration due 
the tate of Texas for Oil & Gas Lease 
dated 08/ 19/98 from the State of Texas by Agent 
II ill Investments, Ltd., Lessor. in favor of Clay Johnson, 
Lessee, covering the N/3 15 ac. of the S/560 ac. of 

ect ion 44, Block 56, PSL Survey, 
Reeves County, Texas . 

164.07 

002832 
164.07 

164.07 



1 11 1'\1'1 M t:vVU M vt:v, L.t' .,.-' 

ACQ)JISITICC~~~~~~~JER OF TilE GENERAL LAND OFFICE 11/2/98 
. PARAGON #299:Lease Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in full of 1/2 Lease Bonus Consideration due 
the S:ate of Texas for Oil & Gas Lease 
dated 08/19/98 from the State of Texas by Agent 
Dorothy Jean Keenom, Individually & as Trustee of the 
Thomas !!ill Puff Trust & Nancy PutT Jones Trust, 
Lessor, in favor of Clay Johnson, Lessee, covering the 
N/3 15 ac. of the S/560 ac. of Section 44, Block 56, 
PSL Survey, Reeves County, Texas. 

110 

ACOU!SIJl~~I§~ER OF THE GENERAL LA D OFFICE 11/2/98 • • • 
•PAMGON #299:Lease Bonus 
•••• • • • .. . 
• ,.,, ,,,,, 

'"')"; 
'· l 

I ,,, .. : ... ·' 
• ••• • • • • • 

• 
• •••••• • • 
• •••••• • • 

Checking Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 08/ 19/98 from the tate ofTexas by Agent 
Dorothy Jean Keenom, Individually & as Trustee of the 
Thomas Hill Puff Trust & Nancy Puff Jones Trust, 
Lessor. in favor of Clay Johnson, Lessee, covering the 
N/3 15 ac. of the S/560 ac. of Section 44, Block 56, 
PSL Survey. Reeves County. Texas. 

002822 
1.804.70 

99014087 

X \ 8o4.7o 

002822 
1.804.70 

1,804.70 



I l l AN Ht:~UUHvt:~, L.l-'. / 

ACO.UISITI8t)~g~~~~ER OF THE GENERAL LAND OFFICE 11 /2/98 
. PARAGON #299:Lease Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in full of 112 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 08/19/98 from the State ofTexas by Agent 
KPW Revocable Trust; MSW Revocable Trust; & 
MLI I Revocable Trust, Lessor, in favor of Clay Johnson, 
Lessee, covering the N/315 ac. of the S/560 ac. of 
Section 44, Block 56, PSL Survey, 
Reeves County. Texas. 

,1D 

ACQUISITI~~~~ER OF TH E GENERAL LAND OFFICE I I/2/98 
PARAGON #299:Lease Bonus 

••• . . . ... .... .. ., . . '"' ' ••• . •••• • • • • ••• • . . .. • 
•••• • • •••• 

• ..... , ..... , 
• • • • 

~·.·.·.s • • 
Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 08/19/98 from the State ofTexas by Agent 
KPW Revocable Trust; MSW Revocable Trust & 
MLH Revocable Trust, Lessor, in favor of Clay Johnson, 
Lessee, covering the N/3 15 ac. of the S/560 ac. of 
Section 44, Block 56, PSL Survey, 
Reeves County, Texas . 

99014070 

I 
1,804.70 

002805 
1,804.70 

1,804.70 
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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-100201 
N/315 acres of the S/560 acres of Sec. 44, Blk.56, PSL 
Reeves County 

Dear Mr. Ready: 

Stephen F. Austin Building 
1700 North Congress Avenue 
Austin, Texas 78701-1495 
(512) 463-5001 

Spencer L Reid 
Senior Deputy Commissioner 
(512) 463-5236 
Fax (512) 463-9042 
spencer.reid@glo.state.tx.us 

The certified copy of the Relinquishment Act Lease covering the above referenced tract has 
been approved and filed in our records under mineral file number M-1 00201 . Please refer to 
this number in all future correspondence concerning the lease. 

Your remittance of $1 ,929.70, 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, • ~ 

~:-' ~'\ 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

DR:MT:mrg 

Prlllted on recycled paper wun soybean Ink 





Lease Number Book/ Vol Page Entry County I Parish State 

TX299-389-277-002-00 596 413 003050 REEVES TX 

Lease Name: I Keenom, etal : State of Texas, acting by and through I Lease Dace I 0 8 I 19 I 98 

Legal Descr1ption 

The N/315 acres o( the S/560 acres of Section 44, Block 56, Publ1c School Land Survey 

990580~8 

PROSPECT TX299 - PARAGON INDIANISTIFE~E# ~ , 0" 2 " 1 .~ .. - _ '-' u ~ 

Payee(s l Account Number Amount 

St.at;e . of Texas ~x36 . 10 
Gefl.~r~l Land Office 
1 ~~~· tJ . •• Congress Avenue 
Aust in , TX 78701 

):;/ / •• • • • • • • • ---=---- ........... 
RN -• Period Beg . 08I19I199(DELAY RENTAL) CHECK U 100550 

••• .....__ _____.. 
INSTTl.~~- S TO DEPOSITORY: You have been des1 naced as de OSltor for the above described a enc . Please credit the roceeds g p y pym p 
thereof co the parc1es named and 1n the amouncs 1nd1caced Should any d1ff1culcy of any nacure ar1se, DO NOT RETURN our check, but 
make the depos1c co the cred1t of the party named 1n a spec1al account, and advise us as soon as poss1ble for further 1nscrucc1ons. 

LP 
10 055 0 



•••• 
: · .. · 
•••• • • • • • • 

• . . 
•• 

•• • • 

• 
•• • 

• •• ••• 



Lease Numeer Book/Vol Page Entry County I Par ish St a t e 

TX299 - 389 - 277 - 005 - 00 596 74 6 003087 REEVES TX 

Lease Name: I H-S Minerals : State of Texa s, acting by and thru I Lease Date I 08/19/98 

Legal Descrlption 

The N/315 ~eras o t the S/560 acres of Sect~on 44, Block 56, Publ1c School Land Survey 

99058097 

PROSPECT TX299 - PARAGON INDIAN/ST/FED LSEI.f M 10020::._7 
-

Payee(s) Account Number Amount •••• 
•• • coc)( 3 . 29 St <i t.l.i of Texas 

Ge~~tr6 1 Land Office 
170t) N. Congress Avenue 
Aasil i b, TX 78701 

• •• 
L~ J 

/_ -----.._ 
~·!·.Period Beg . 08/19/199rnELAY RENTAL "' CHECK U 100556 .. 

INSTRUCTIONS TO DEPOSITORY: You have been desi~ ·r ,. <.bove descr1bed payment Please cred1t the proceeds 
thereof to the part1es named and 1n the amounts 1nd1cated Should any d1ff1culty of any nature ar1se. DO NOT RETURN our check, but 
make the depos1t to the cred1t of the party named 1n a special accvunc, and advise us as soon as poss1ble for further instructions. 

---rzizi.n ~~OLtrce5 Lfo0556 



•••• • • • • • • .... 
• • • • • • 

• 
• •• • • • •• • 

• 
•• • • • • •• • 



• • .· . • • • Lease Number Book/ Vol Page • • E•ntry • • • • • County I Pa n sh State • • •• • 
• • . •• •• 

TX299-389-277-003-00 596 557 0030 66 . ••• REEVES TX 

Lease Name: I Hi 11 Inv : State of Texas, a cting by and through I Lease Date I 08/19/98 

Legal Oescr1pt1on 

The N/315 acres of the S/560 acres of Sect1on 14, Block 56, Publ1c School Land Survey 

99058080 
. 

PROSPECT TX299 - PARAGON Cr ~D-IA:\: 1 S'" 1 ~~..... · s ~ .. • .• • ~~0 L ~ ~ M-::.r 2": s 
Payee(sl Account Number Amount 

State of Texas ~3 29 General Land Office 

\~ 1 7 00 N. Cong r ess Avenue 
Austin , TX 78701 

RN - Period Beg . 08/19/19 9 9 DELAY RENTAL CHECK M 100552 

INSTRUCTIONS TO DEPOSITORY: You have been designated as depos1tory for the above descr1bed payment . Please cred1t the proceeds 
thereof to the parties named and 1n the amounts 1nd1cated . Should any d1ff1culty of any nature ar1se. DO NOT RETURN our check. but 
make the depos1t to the credit of the party named 1n a spec1al account. and adv1se us as soon as poss1ble for further 1nscruct1ons. 

100552 



• • • • (, • • • • • • • • • • • • • • • • •• •• • • • • • • • • •• •• ••• • 



• • • Lease Numbe r Book/Vol Page • t{Y • • • • • • County I Pan.sh State ••• • • •• • • 
• • • •• • TX299-389-277-001-00 596 63 8 003075 • ••• REEVES TX 

Lease Name: I KPW Revocable Trust, et al : State of Texas, ac t ing I Lease Date I 08 / 19/ 98 

Lega! oescr1pt1on 

The N/315 acres of the S/560 acres of Sect>on 44, Block 56, Public School Land Survey 

99 0580 81 

PROSPECT TX299 - PARAGON :N:.., ~A:.\ IS"': I F~'J LS!::!f i'v:-::.C'S202._) 

Payee(s) Account Number Amou~t 

State of Texas f 610 
General Land Office 

\~ 
1700 N. Congress Avenue 
Austin , TX 78701 

RN - Perio d Beg . 08/19 / 1999 DELAY RENTAL CHECK U 1005 4 8 

INSTRUCTIONS TO DEPOSITORY You have been des1gnated as dePLs.tory for the above descr1bed payment. Please cred1t the proceeds 
thereof to the part1es named a nd in the amounts 1nd1cated Should any d1ft1culty of any nature ar1se, DO NOT RETURN our check, but 
make the depos1t to the cred1t of the party named 1n a spec1al account, and adv1se us as soon as poss1ble for further 1nstructions. 

100548 



• • • • g. • • • • • • . • • • • • • • • • •• •• • • • • • • • • •• •• ••• • 



• 

• 

Check # 101367 
PropE:,rty Id I MMS Eft. Date Recording Information State County /Parish 

:X299-389-277-002-00 08119/1998 11109198 BK 596 PG 413 ENTRY 003050 TEXAS Reeves 
~ 

M-100201 
1.. ~ 

Property Name I Lessor 
State of Texas, acting by and through its agent, Dorothy Jean Keenom, Individually and as Trustee of the Thomas Hill Puff Trust and as Trustee of the 
Nancy Puff Jones Trust 

Property legal Description 
The NI 31S acres of the Sl 560 acres of Section 44, Block 56, Public School Land Survey 

Payee Name & Address SSN/Tax Id Number 
State of Texas, acting by and through the 
Commissioner of the General Land Office Federal Tax Withheld 
1700 N. Congress Avenue \0 0.00 
Austin, TX 78701 

1-- ?)i · 
Account Number 

Total Bank Charges 
0.00 

Payment Period Payment Amount Bank Service Property Property 
Due Date (in months) Description Due Charges Sub-Type Sub-Id 

Q8j1912000 12 Delay Rental 36.10 0.00 
• ••• .. . 

•• • I I 0.00 0.00 

• 
•• ~ 

• r · l 0.00 0.00 • 

• I j 0.00 0.00 ,....., ,, --• • • •••• .:..JU b_ t Q~ 

I I 0.00 0.00 

Instructions to depository: you have been des1gnated as depository for the above descnbed payment(s). Please cred1t the proceeds thereof to the part1es 
named and in the amounts indicated. Should any difficulty anse, make the deposit 1n a special account, and contact us 1mmediatelyN ~ 1 Q 13 6 7 



•••• • • •••• 
•••• • • •••• 

• 
• • • • • • •• • 

• .. . 
• • • •• • 



Check # 101369 
I Property Id / MMS Eff. Date Recording Information State County/Parish 
r TX299-389-277-003-00 0811911998 11109198 BK 596 PG 557 ENTRY 003066 TEXAS Reeves 

M-100201 

Property Name I Lessor 
State ofTexas, act1ng by and through its agent, Hill Investments, Ltd. 

Property Legal Description 
The N/315 acres of the Sl 560 acres of Section 44, Block 56, Public School Land Survey 

Payee Name & Address SSNITax Id Number 
State of Texas, acting by and through the 
Commissioner of the General Land Office 

f\ Federal Tax Withheld 
1700 N. Congress Avenue 0.00 
Austin, TX 78701 Account Number 

r{._~ Total Bank Charges 
0.00 

Payment Period Payment Amount Bank Service Property Property 
Due Date (in months) Description Due Charges Sub-Type Sub-Id 

08/ 19f2000 12 Delay Rental 3.29 0.00 
• • •• •• 
• J. J •• 0.00 0.00 

• 
•• • 
•I ; .. 0.00 0.00 

I' I 0.00 0.00 .·.·· . uu blt 92 • •• 
I I 0.00 0.00 

Instructions to depository: you have been designated as depository for the above descnbed payment(s). Please cred1t the proceeds thereof to the parties 
named and 1n the amounts indrcated. Should any difficulty anse, make the deposrt rna specral account, and contact us rmmed1ateiN ~ 1 0-1 3-6 9 



••••• • 
•••• 

• •••• • 
•••• 

• 
• •• • • • •• • 

• 
•• • • • • •• • 



Check # 101371 
ProJ'erty Id / MMS Eft. Date Recording Information State County/ Parish 

TX299-389-277-004-00 08/ 19/ 1998 11109198 BK 596 PG 512 ENTRY 003061 TEXAS Reeves 

M-100201 

Property Name I Lessor 
State of Texas, acting by and through its agent, Virginia Glenn Hill Lattimore, James Robert Hill and John A. Styrsky, Co-Trustees of the Houston and 

Emma Hill Trust Estate; Virginia Glenn Hill Lattimore, IndiVIdually; and James Robert Hill, Individually 

Property Legal Description 
The N/ 315 acres of the S/ 560 acres of Section 44, Block 56, Public School Land Survey 

Payee Name & Address SSN/ Tax Id Number 
State of Texas, acting by and through the 

/ Commissioner of the General Land Office Federal Tax Withheld 
1700 N. Congress Avenue 

~ '\'J 0.00 
Austin, TX 78701 Account Number 

~ 1 ' 
Total Bank Charges 

0.00 

Payment Period Payment Amount Bank Service Property Property 
Due Date (in months) Description Due Charges Sub-Type Sub-Id 

08/ 1912000 12 Delay Rental 78.75 0.00 

I I 0.00 0.00 

•• •• • • •••• 
• • ; ·1. 0.00 0.00 

•••• 
• . . ·;. ;: 0.00 0.00 

nn f' "' '(' ' 
I. I 0.00 0.00 !'-''-" u .... ....,uo . .. 

• • • • •• 
Instructions to depoSitory: you have been designated as depoSitory for the above descnbed payment(s). Please cred1t the proceeds thereof to the parties 

named and in the amounts indicated. Should any difficulty anse, make the deposit 1n a special account, and contact us JmmedJateiN ~ 1 Q 13 71 



ci z 
J_' 
[_ 

•••• • • •••• 
• ••• • • •••• 

• 
• •• • • • •• • 

• 
•• • • • • •• • 



Check # 101373 
Property Id I MMS Eff. Date Recording Information State County I Parish 

TX299-389-277-005-00 0811911998 11109198 BK 596 PG 746 ENTRY 003087 TEXAS Reeves 

"' M-100201 

Property Name I Lessor 
State of Texas, acting by and through its agent, H-S Minerals and Realty, Ltd. 

Property Legal Description 
The Nl315 acres of the 51560 acres of Section 44, Block 56, Public School Land Survey 

"}3-~q 
Payee Name & Address SSNITax Id Number 

State of Texas, acting by and through the 
Commissioner of the General Land Office Federal Tax Withheld 
1700 N. Congress Avenue 0.00 
Austin, TX 78701 Account Number 

Total Bank Charges 
0.00 

Payment Period Payment Amount Bank Service Property Property 
Due~ (In months) Description Due Charges Sub-Type Sub-Id 
08119~~~~g 12 Delay Rental 3.29 0.00 

•••• • • •••• 
11 0.00 0.00 . . . . 
• • • •• 
I I 0.00 0.00 

• 
• 

. . r ' ·. 0.00 0.00 

nn h: -/ P R 
I I 0.00 0.00 -

Instructions to depository: you have been des1gnated as depository for the above descnbed payment(s). Please cred1t the proceeds thereof to the parties 
named and 1n the amounts indicated. Should any difficulty anse, make the depos1t 1n a speoal account, and contact us 1mmediatel'tJ ~ 1 Q 13 7 3 
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Check # 101365 
Prorqrty Id I MMS Eff. Date Recording Information State County I Parish 

,. TX299·389·277·001·00 0811911998 11109198 BK 596 PG 638 ENTRY 003075 TEXAS Reeves 
M· l00201 

Property Name I Lessor 
State of Texas, acting by and through its agent, KPW Revocable Trust; MSW Revocable Trust; and MLH Revocable Trust 

Property Legal Description 
The Nl315 acres of the 51560 acres of Section 44, Block 56, Public School Land Survey 

X_ 3(£; ./0 l~ l 
Payee Name & Address SSN I Tax Id Number 

State of Texas, acting by and through the 
Cf4mi'Oigsioner of the General Land Office Federal Tax Withheld 
17:ta 'le t ongrE:ss Avenue 0.00 
A~s-~,.TX 78701 Account Number • •••• 

• 
•••• Total Bank Charges 
• • • 0.00 • • 
Payment Period Payment Amount Bank Service Property Property 
Due Date (in months) Description Due Charges Sub-Type Sub-Id 

O!r/ 1912000 12 Delay Rental 36.10 0.00 ... 
• ••• • 

I I 0.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 rl fi r- 1 _{)_/' _t:: 
uu U..J....)U "' ' 

Instructions to depository: you have been des1gnated as depository for the above descnbed payment(s). Please credit the proceeds thereof to the parties 
named and 1n the amounts indicated. Should any difficulty anse, make the depos1t 1n a spec1al account, and contact us 1mmed1ateiN ~ 1 Q 13 6 5 
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