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

A Aug 19 1998 
B Aug 19 1998 
c Aug 19 1998 
D Aug 19 1998 

Rentals: ~ 
Lease ~ 
Admin: --P- ' 
Mineral~ 
Maps: ~ 

36.09 
78.75 
36.09 

3.28 

Status 
-------
ACTIVE 
ACTIVE 
ACTIVE 
ACTIVE 

STATE LEASE 

CONTROL 

-Q7-l-04019 
o1- i03'3CJ3 

SURVEY 
BLOCK 
TOWNSHIP 
SECTION/TRACT: 
PART 
ACRES 
DEPTH LIMITS 

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

ROYALTY 
VAR ROYALTY 

MF100202 

BASEFILE COUNTY 

-l-53262 -
l7114"T 

REEVES 

PUBLIC SCHOOL LAND 
56 
00 
31 

157.50 
NO 

JOHNSON, CLAY 
Aug 19 1998 
5 yrs 
0.00 
1. 00 
0.18750000 

/195 
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TEXAS GENERAL LAND OFFICE 

GARRY MAURO 

ft1- /ood.oJ.. 

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: 3/16 

Consideration 
~ I' 

Recommended: '\.(.AQ,.) · >_....;6 
Not Recommended: ----
Comments: 

Lease Form 

Recommended: /l:Ju t/o/r1 
jl 

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! 
Recommended: --~.JI-2--
Not Recommended: - - --

Garry Mauro, Commissioner 

Approved: &11 
Not Approved: ___ _ 

Date: ------
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.. 
RAL REVIW SHEET 

TransactDI # 2792 L. Collier 

l..8lacr: KPW Revocable Trust; MSW Revocable Trust; & MLH Rev ts. Data: 8/19198 II 0 

LBas8a: Clay Johnson 

LEASE llSCRJITIIIN 

tlulty 
REEVES 

REEVES 

TERMS IIHRED 

Prtnry T lll'llt 

lknii/Ain: 

Rllltal Alft 

Roy~: 

COMPARISONS 

Is years 

I 

@d£ 

BalaFIIIND 
153262 

103579 

~ 
$so.oo I 

$1 .oo 1 

Aa'8l: 108.28 

~\ 0 
\ 

Plrt , sac. BID Twp llrv8y 

E/2 less N/40 & S/12 31 56 00 PUBLIC SCHOOL LAND 

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

TERMI RRMDID 

PltDry T 11'11 @years 

Bllu/Ain $50.00 J 
RllntJI/ Aln $1 .oo 1 

Roy~ I 
3/16 

Abat# 
6007 

2714 

flf# l.888o8 Data 111'111 Bllu/Ac. RllntJI/ Ac. Roy~ llltm:a 
_J II Laatl.aasa 

I I II II II II I 
I -~~ JL~c==:=JL _jl I 
I I II II II II I 
I I II II II II I 

ConmttJ:: @ross acres 472.5. First & second year rental $1 .00, third & fourth year rental $16.67. 

Wednesday, September 09, 1998 
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G~nenl :Und Office 
Re.Jinqni,btnot .Act Leu~ For:n 
Revucd, Scprctnbtrl997 

\ /}_ 7 P' Oil. A.'ID GAS LL\SE 
Keenom ~h(~ 

ag:nt, 
nns .AGR.EEMEN'i' i.s made md c:~tcred into ~day of 1\11 gn st 19 ...9.a_. bctwetD the State ofTc:x:n, acting by 3Zid throug.!l il3 

Dorothy .Jean Htrt . Tnd j vj dna 1 1 y and as Trustee of the Thomas Hill 

- ---J.Jr....;S..J "-"~ 6..~---~..i.a.J; ~IU1 
:a.-t...::;..S ~r.J~c..E~~e.L..~ ~~fo..u~ ~o1 £::.._t...kll.i.o..::O: ro~:..nE-4-. t~·#Lt::!:;~x~a..:~::i.-0....,-c.J..JlJ 6~TL:JJMLL5 _f _ ·

1
--:-
0

_
0 

e_s_T _n_
1 

s_t -----..:Sllid agc.1 t 
(Giv~ Paroanent Addr=) · 

herein t:fe.rred to a.s the owner of the soU (whcthc:r one or more), and, __ ~CE-'l~a~yi:...:-:~J:..:o~hn:::-:-s~o~n~-=---;-:----::-::-::------­
----------------------------------------~2~0~3~~W~.~W~au1~1~.~~S~n~J~·~t~e~L8u0~0~------------------~of 

Midland. Texas 7970] 
(Give Pamancnt AdO=) 

ben: in.1ft.et cal I c d Us.see. 

L GRA."fTTNG CLAUSE. For and in coasidu:l1.ioa of the amounts stltC.d below aad of the covenants aad ~ts to be pajd. krpt and pcrfcm:ed by 
U:s.sce under this !e=. the Sutc ofTc:x..as acti.ng by and through the owner of the soU, hen:by gr:znts, I= and lets untO Lc:ss=, for the sole 3t'.d only pur;x= of 
prospecting and drilling fe r and produc:ng oil ar.d ~J.S, laying pipe lino. building t.anJa, S!Xlring oil 30<1 building powers~ telephone lin~ and othc:: >.r.Jt:t:= 
thereon, to produce, S<lVC, tak: c:u-e o(. = :md :r.msport said producu of the le:ue, the following !ADds siwated in Reeves Cou.,cy, St.u: 
ofT c:us, to-wit: 

The E / 2 of Section 31, Block 56, Public School Land Survey, 

Save and Except the N / 40 and tbe S/122 . 5 

.... 
• • • cont:.!lnill~ 157 . 5 acre, mor: or le:s.s. The bonus considcr.uion paid fer this ICJSC is :l:S follows: 
•••• • • • •• • 
• 

• ••• • • .... 
c 

•••••• • • 
• 

• •••••• 

To~cS~ofT~=--~N~i~n~e~~H~J~1Lnud1Lr~e~d~~T~wua~~a~n~dL-~3~5~,/~lLL0uO~~~~~~~:=~~~~~~~~~~~--
r::dlars (S. ____ 9.:::u.Ow2:.......-l3._5.l...-__ ~) 

To the owner of the soii:. ___ N!.,!-.:!i:...!n~e'---'H~u~n.!.d~r~e~d'--T:...!!w~o:::_..!::a~n~d'---'3::::..:::5C.£/--=.l..::O:....:O::....,_-_-_-__ -_-_-__ - _-_-__ -_-__ -_-_-__ - _-_-__ -_-_-_-_-__ -_-_-_ 
Dollan ~·--....::9:u0..JJ-2__,;3)...;5.....__ __ _,) 

T ouJ bonus coosic~oo:.---::-O.::....,n...,.e ..... T--:=;h...,.o,u_s_a
7
n_d _ _ E_i....::g::..h_t._H_u_n_d_r_e_d_F_o_u_r _ _ a _n_d __ 7_0_/_l_O_O_-_-_-_-_-_-_ -_-_-__ 

c-o11~ cs. __ _.l ..... ,""a:e<.;o><....0.4....:.. ~7..,o.______, 

The ~t.ll txrnus conside:-a.tioo paid rcpr=ts a bonus of, _____ ~F-=i~f~t~y':-:-,;::a~n=d=--N!..!.::o~/~1~0~0~-----=--=---::-:::_::-_::--____________________________ _ 

..... : Dollars (S 5 a 0 a ) per =. on 36 I p94 net =· 
• • 

2. TIR.\>1. Subj :ct to the other provisions in this lcJ.S;, this !.:J.Sc sh:lll be for a te:m of Five ( 5) vears from this d~ 
(he:-e!n c::l)lcd •pr.mary t.e."7ll") 3lld .u !oog thcrc:U\cr as oil il.'ld gas, or cithc: of thc:r., is ;nuduc.:d in ;:aying quantit:!es from said land. 
As used in this l~e. the t.erm "prcduc;d in paying quantities" mems thlt the rcc.:ipts fr;;ru Lt:ic: sale or other ;wthori.z.::d corrur..ercial usc of the: sucst:..llc:(s) ~vc.""Cd 
c:xceed out of pocket OpcT3tiorul ape= for the six months I01St past. 

3. Delay Rentals: !f o il or gas in paying quantities IS not be ing produced from the prem1ses on lhc first anni\·ersary date ofth1s Le:tSe and there :~ :e then no dnlhng 
opcr:~tions bc1ng conducted on the prcm1ses, then th1s leJ.Se sh:1ll tenmnJtc unless, on o r before such ;uu:l\erS~I) date, Lessee sh:1ll p3~, II: d1rec1i~ tJ the: O\\ne: of lh~ sl)tl 
and a like amount pa1d or tend~rcd to the COJI.L\ IISSIO:-..ER OF THE GE;-.!ERAL LA>-D OFFICE OF THE STATE OF TEXAS, AT AUSTN, TEXAS. a de!~y rentalm 
the: amount speci fied in the follo\\lng schedule multi plied by the number of acres then covered by this lease, "hich pa~ mcnt. \\ hen timely made. shJll conunuc 1h1s le:!.>e IGr 
a period of one ( I) 3ddltlonal year In ltke manner 3lld upon pa~mem of th.: amounts set out m the: followm!! schedule. this k:tSe mav be funh.:r conunu.: ror suc:essi\'C on.:· 
rear periods dunng the primary tcm1 o f this le:tSc prondcd !hat pJym cnt IS mad.: on or before the anni' crsa;:. date. · 

Ann ivcrsal'\ Date Ddn' Rcmal per Acre 
F1rst S 1.00 
Sc~ond S 1 00 
Third S 16.67 
Founh S 16.67 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



. 4 .. . PROD UCTION ~C?Y AL TIES. Upon production of oil and/or g:u. L:ssc: agn:.e.s to pay or e=se to be s;:a.id on.::-haJf(l/2) of the royalty 
prov1ded fo r Ill th1s lease to the Corruruss1oner of the C-cnenl l..lnd Office o f the SUI.c ofTcxas., 3!Austin., Tex:l3, and one-haJf(l/2) ofrueh royalty to O:e own f 
the soil: er 0 

(A~ . Oll.... Roy~ty _:>ayable on oil, whic.'l is defined ~ !.nc!uding lll hy~c:J..rbons produc:d in a li.quid form at th~ :r.outh of the well and also as all 
condensate, d:.st:ll at:, :uJd other hqu1d hydrcx::lrboru recove:-ed from oil or gas run through a SCjlJ .. !"Jtor or other C (\Uipme:~ t, as here mal'..::: prov ided, shall be 

3 /] 6 \ part o f the gross produc-Jon or the marlcet value thc.-u)i; 31 the option of Lte OWT'-<:1' of tl:e soil or the Ccmmissiona of the 
General Llild Office, such value to be dc-.r..nnined by I ) the higbcst posted pric:., plus pre:;1ium, if any, offered or paid for oil, conde:uate., distill:u::, or other liquid 
hydrcx:arboru., rt:.Sp<.:ctivcly, of alike type :md grnity in the genc::al aru where produ~d and wt:cn run, or 2) tl:e highest marlc:t pric:.:: th=f offered or paid in the 
general area whrn: produced and when run, or 3) the gross pi"'Ce::d.s of the .s.lle thereof, whic:hcvc:r is the g::rea.ter. Lessee ~...s that before 2:1y ga, produc.:d from the 
le:1sed premises is sold, used or p~d in a plant, it •.vill be run free of coS1 to the royalty owners through an adequau: oil and gas sepa.ra.tDr of conventional type, 
olh' r equipment :U le:ut as efficient, so tha.t all liquid hydrocarbons recovc::ilile from the gas by such !lle:!ru will be recovered. The requirement thou such gas be ru:r 
through a separa.tor or other equipment !lUI)' be W<Uve:l in writing by the royalty owners upon 5uc:.b Lerrn.s and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including fl:lred gas), which is defmed as all hydrocarbons and gaseous subS1311ces cot defmed 
as oil in rubp:lngr.lph (A) above, produ~d from any weU on s.::Ud l3Jld (c:::c..?t as provic!ed hc:..--e~ with respect to gas proc=d in a plant fC(' the atra.ctioa o f 
gasoline, liquid hydroca.rboru or other produc::s) shall be 3/16 par! oftr.e 6I'OSS produc:<Jon or the market value th=C. at tr.e option of the 
owner of the so il or the CoD'll'lili.sionc:: of the CcnCTal I...:IJld Offic:. such value to be based on the hiYicst ma.rlcet pcice paid or offered for g:u o f comparable quality in 
the generll ;!r"....a where produced and when run, or the gross price paid or offered to the produ=, whichever is the gre.:ua; provided that the ouximurn pressure base 
in measuring the gas under this lease sh.J..ll oot 3l :my lime ex=d 14.65 pounds per squ:u-e inc.'l abrolute., and the standard b3SC t.empe:arur: shall be sixty (60) 
degr-::.:3 Fahrer.heit, com:ction to be made for pi"CSS'.= =rding to Boyle's ww, and for specific gravity ac:;;crding to tests CllU!e by the Bala.ac:.:: Method or by the 
mCS1 approved met.'lod of testing being used by the industry a..t the time of t.csting. 

(C) PROCESSED GAS. Royalty on any g:u p~ssed in a g:uoline pl:lllt or ot.'lc;- plant for the recovery of gJSOiine or other liquid hyc!roQ.-boru 
sh::lll lx: 3/16 pa."t oft.i:: residue ~:l3lild the liquid hyC..'""CQiboru cxtne".:d or the marlcct YJ..h.:e (..'le:reof, a..t :he opt:on oflhe 
O\lmel ofth:: so il or :he Commissioner of the Ge.:'lenli...:IJld Office. All royJ.!ties due herein shall be based on one hundred pc~~~ (100%) of :.':e total jllant 
pn..'<iuction of res idee gas J.ttribut:lble to g.zs prcdu~d from :his le:ue, and on lift-1 pe~nt (50%), Ol thaL pcrc:...-:Jt accruing to Lcs! : c:, whichever is the ir::u:~. of the 
to t.J.I plant production o f liqcid hy~.roarbcns aoibuuble to lhe g:lS produced from this le:ue; provided thaL ifiiquid hydroc:1rboru are re=ov::..-cd from gas proc.:..ss:d 
in J. plant in which Lessee (or :ts pare :It, s :.~ bs:diary or OU::!!a.te) owns an intc.-esl, then the pe:-c:.::n~: 3pplicable to liquid hydroClrbons u'lall be ft.fty pc...-~;,t (50"/o) or 
t.ie highest j)<r.:..:nl accruing to a t.'urd pa:-:y ;>rc=s!ng ;ps tl-.roug..i such ;>I ant und:r a prcc.:..ssin1: Jg:r::::nenl cegot:a:.d a.t = 's le::;:<-i (or if the:-: is no sue!:! third 
pa.r.y, t.i: highe! t pc:c.:~t t.ien be!ng speC:iied in proc:.::ssL-lg ag_-.::::nenr.s or -:cn::nc~ in the inc!u.st:')'), whichever is the gre3ler. The ~pe::tive royal~~ on ~s:due g:u 
and.d\1-lT~d hyc!rcc:\tboru s!l:l.i l !x: c::cm.ined by 1) the highes; mark:! pric:.:: paid o r oE'ered !'or any g:u (or liqc:~ ·~ycircc:lt'bor.s) ofcoi'Tlj:~nl:le qtd;ry in L'le 
g:r,e~ M:a. o r 2) :he g:-oss pri~ paid or oife:-ec 'or sue!:! resic:.:e 335 (or t.ie weight:d ~·,:..~e gross ~lling pric:.:: f;:. ; the n;spcc::ive graee:s of liquid hydroc:upons), 
wh ii:o!~f ~the .;r-...au:. ln no event, howevc, shallt.'le ~yalti~ payable under tbis p~..ph !x: lc:ss than t.'le royalties w hich would h..-ve bc: :1 due had :1:e1glS not 
been ~PI:ice.!sed . 

• 
• •• • (D) CTrtER ?RODtJCTS. Roy::Jry o n emon l:llaclc, sulphu: or lilY o t.!-Jc r ;>roduc-.s prcdu~d or -nar.u!':!c:ur:d f:::r ~lS (c:::c: pC::r.g liGuid hydro~~on.s) 

whc~..-.-;..,•d g:u l:e -e:l!:ing..,c:!d, • •ctry, • or any othe~ ps, by fi->..c:ion:u..in~ bur.1i:lg or :IJlY ot.':c: ;>r.::=sin& shall :,e 3 / 16 pah of :l':e 
g."'ss prod141=~0n of such produc~. or :he 1:1arket vllue th::eof, :u the option of the ow:~e: of the :sail o r the Ccmmissior:er of the Gcne::!li...:IJld Offic: , sue!'! ;;,

1
:ukct 

val~lt~)lete::nined as follows: I ) on t.ie basis o f the highc.s : m:J..rl:et pric:: of e:1ch product for t..'lc same :no nt.'l in wh ich such product is procuc:d, or 2) en the 
bas:s of the ave:ag: gross s.lle pric:.:: oi eX:. product !'cr t.l:e same m onth in which scch pr<0-uc:.s :ll-: produ~d; whichever is L'le gre:u:r. 

• • • • .1. MDiiMUM ROYAL IT. Dur:ng any year after the expir:1ticn oi the primary :.::::1 o f this lease, if this le:!.Se is ma.int.lined !Jy production., lhe ro~alties 
paid ~nder !his !e:ue in no event shall be Jess t.'lan an amount equ.al to the tot.J.I annual delay re:11.al herein provide::!; otherwise, there shail be due and pay~le on or 
befcon~~t d :1y o f the month succ:eding the anniver;ary d:uc of this le:!.Se a sum equal to the :eta! mnuJ.! ren~ less the amount of royalties paid during the 
pn:~tling ye:lt. l:f PJJ J:gi:~ph 3 of this :C:u~ docs t.ot spc~if) :s d~!a) Jcau! :tmObl'lt; f:o'lc .• for t.'le pu:·.,ose:s oft..'lis p~ph. the delay re:1tal amount shall be one 
dollar (SJ.OO) pe~ ac."l:. 

6. RC Y AL TY IN K!ND. Norwithsunding lilY other provision in this le:l.S~, at :my tL-ne or from time to time, the owner of tbe soil or the Comr.1issioner 
of t.ie General L:l.rid d ffice m:ry, :u the optio n o f eith~. upon no t le:;s th:IJl sLxt:' (50) Jays :JOt!..: to the holder of t..ie le~. require that the payment of :my royllties 
acC":Uing to such royal ty owner under this le:ue !x: mae: in kind. T ne owner of :1.: soil's or :..'le Coi'Tilt:issioner of the: Gener:l.l L:llld Offic:.::'s right to talc: its royJlty in 
kin d shall not diminish or negau: the owner of the soil's or the Commissioner of the G::;,c:rll Llild Offic:.::'s rights o r Lessee's o bligations., whe:.her ~press or ir:1pli~d. 
un<:!er this lease. 

7. NO DEDUCTIONS. Les.se: agrees thaL 3.11 royalt:es a.cc:ruing under this JelSe (inc!udin g those paid in kind) shal l be without de duc:ion for the cost of 
producing, gat.'le:ing, S1oring. sej)~.ng, tn::uing. de!!ydr:uing, compressing, p~ing, 1T.lnspor:ing. and otherwise m:OOng the oii, gJS and other produ~ 
her:undc:~ ready fo r slle or use. Lessc:: ag;:-...s to comj::ut.e and pay royalties on the 6!0SS value re~ivcd, including any reimbl.ll'!emenr.s for seve~~ t..lXCS lild 
production relatd ccsr.s. 

8. PLA.~I FUEL A..'ID RECYCLED GAS. No royalt"J shall be payll:!e on any glS as may represe:lt this lease's proportiona.t.: share of lily fuc:l us: d to . 
proc~s glS prodcc: d hereunder in any proc::..ssing ;=~l:u:t. N c rwithsund ing :IllY other provision of :.~is lease, and subject to t..'le written consent of the ownc of the sod 
~ad tl:c: Commissionc~ of the G::n: rlli...:IJld Offi~. Le.sse: rr.1y r:C"jcl· gas fo r ;a.s lift ;>urposc:s c o the: leased premises o r !"or injec-.ion into :J.ny oil or gas ~rodcC:ng 
format:on undc::l ying the lc::ud premises J.ikr the liquid hyeroc:!Ibcns conuir1c d in t..'-.e glS hav: be::'l rc:nove~ no royaltie s shall be payable on the 1::yc:cd gJS 
until it is produc : d :llld scld o r •.ued by L:ssc: in 3 m3J!ner wh ich e::t illcs t..'-.e royll ty o wnc:> to a royalty under t..'l is l: ase. 

9 . RO YAL IT PA "r..-!E'ITS A..'ID R.E?ORIS. All roy alties no t :.lk:n in kind ;~:ll ll:c pJ.id to the Corr.miss io ner oft.':e G::::e::!.l L.lnd Offic: :U • .I.:JS:in, 
Tcx :o.s, in t.ie foi:owing manr.cr: 

PJ;.·mcnt o f rc::,alr/ on produc:ion of oil and g:l.S s~:lll be lS p:-ov idc:d in u': o rule~ se: for..h i;1 li'.: T:~:l.S F.~gis:c. Rule s ~:.J.rr: nlly prcv ice t.'1a.t roy:llty en cil is due 
and must !x: rcc:: v::l in :he Gcn:raJ Land Offi~ on or be !"c re the 5t.i day o : :he s:~nc! r.1c nc'1 s::cc..~:!i r. 1: the :1ont.h of produc:!c;,, anc:! rov3lty en p sis d~:: and 
must be receive d in the Gene: ::!.! L:llld Offi~ e n o r beic r: the l!'th d ay o f :he sc : ond r..on;h s :J c~ : ~ ing L'le mont.h c iproducjo n, ac::omp;u;ied by :l':e llT: c ~·ti t ?:th: _ 
ownc:. mx>agcr o r ot..':e r acthoriz:d Jg: nL cc m pl:td in :he fo rm :tnd mann:r pr:! crilx:d Jy :!:: C..::·"nJ Lu:d Off:c·! lild sho wi nr •.he ~':l SS unour. t :lilC d: ?~sH:~n: or 
all oil :llld g as produced 3!1d the m:ukct vJ.Iuc of the o il and glS. tc g~ thcr with l cq :y o f al l ~cc;;::-.c :J t.:, records or rc;:o r-.s c:: n!ir:n:ng L'>c y css proccc: icr~ ~lspcsJt.on 



.· 
.. .. . -

and market value Including gas meteT readings, pipeline receipts, g.a.s line reedpts and other checks or memoranda of amount produced and put into pipelines, tanks 
or pools and gas lines or gas storaae, and any other reportS or records which the Gclleral Ur!d Office may require to verify the gross production, disposition and ' 

• marl:et value. In all eases the authority of a ~er or aaent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be 
a.cc;ompanied by a eheck: stub, schedule, S\ll1llnalY oc other remittance advice sho_wing by the assigned General Lmd Office lease numba the amount of royalty bein 
paid oo each lease. lll..el3ce pays h!s l7Jzlly ?1l cr ~,.~rt: thirty (30) da.~ aftu the royalty paymcot w:s due, then_Lc.ssc.e owes a penalty of S% on the royalty or 1 

S25.00, whichever is greater. A royalty payment wb.ieh is over thirty (30) days late shall a.c:aue a penalty of 1~-' of the royalty due or S2.S.OO whiehCYer Is &n:atcr. 
In addition to a penalty, royalties shall accrue interest a1 a rate of 12% pet year. such interest will begin accruing when the royalty is sixty (60) days overdue. 
Affidavits and supporting docwnents which are not filed when due shall incur a pc.oalty in an amount set by the General Land Office a.dministnlive rule which is 
effectiYC on the date when~ affidnits or supporting documents were due. The Lessee shall beat all responsibility for paying or causing royalti= to be paid as 
pn:3Cribed by the due date provided baein. Paymcut of the deli.oquenc:y penalty shall in DO vncy opcntc to prohibit the St.a!.c's right of forfeiture: as provided by law 
nor act to postpone the date on whicl! royalties were originally due. Tbe above pe!Wty provisions sh.all aot apply in cases of title dispute as to the Stale's portion of 
the royalty or to that portion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OniER RECORDS. Lessee shall annually furnish the Commissioner of the Gcnenl Land Office with 
its bc.st possible estimate of oil and gas rcsuvcs underlying this lease or ali<X:able to this lease and shall fum ish said Commissioner with copies of all contracts IDlder 
which gas is sold or pt"OCeSSed and all subseqoent ~and amendments to such cootracts within tb.itty (30) days alter entering into or malcing sueh contracts, 
agreements or amendments. Such contracts md agreements wben rccc:ived by the GeDcral Land Offico shall be bcld in c:onfidenco by the Gcncral Und Offico unless 
otherwise authorized by l..essee. All other contracts and =rds pertaining to the production, tran.sportadoa, sale and marnting o(the oil and p.s producod oo said 
premises, including the books and a.ccounr:s, recoipts and d.ischarges of all wells, tanlcs., pools, meters, and pipelines shall u all times be subjca to inspection and 
ex:unlnation by the Commissioner of the General Land Office, the Attorney General, the Goveraor, or the representative of any of them. 

(B) PERMITS, DRll..LING RECORDS. Wrim:n notice of all operallon.s oa this lease shall be submiacd to the Commissioner of the Ga!cnJ 
Land Offico by Lessee or operator five (~) days before spud date, worlcover, re-entry, temporvy abandonment or plug and abandonment of any well or we Us. Sud! 
written notice to !he Gcncral Land Office shall include copies ofR.a.ilroad Commission forms for application to drilL Copies of well tc:sts, completion reports and 
plugging reports shall be supplied to the General Land Office a1 the time they are filed with the Texas Railroad Commission. All applications. permits, reports or 
other filings that reference this lease or any specific well on the leased prunises and that are submia.c:d to the Texas IUilroad Commission or any other governmental 
&&enc:y shall include the word "State" in the title. Additionally, in accord3.oce with Railroad Commission rules. any signage on the leased premises for the pu:rpose of 
identifying wells. Unlc ban.aies or other bciatcd improvC111ents to the land must also include the word "St.a!.c. • Lessee shall supply the General Land Office with 
any records. memoranda. accounts, repons. cuttings and cores. or other informa.tion relative to the operation of the above--dcsaibed premises, whicl! rna'/ be 
requested by the Geocral L3nd Office. in addition to those herein expressly provided for. Lessee sJull have an dectrical and/or radioactivity survey made on the 
bore-hole section, from the base of the surface casing to the toW depth of well, of all wells drilled on the above described premises and shall transmit a true copy of 
the log of ea.ch survey on ea.ch well to the General Land Office within fl.ft.een (IS} days after the making of said survey • 

• •• 
• • • • • • (C) PENAL TIES. Lessee shall incur a penalty whene-ver reports. documents or other materials are not filed in the General Land Office when 

due .• 1JJ..e.J1Cnalty for late filing shall be set by the General Land Office administrative rule which is etfectiYe on the date when the materials were due in the General 
Land·~lfra.:. ~- ·' •• • 

• 11 . DRY HOLE!CESSA TION OF PRODUCTION DURING PRIMARY TERM. U: during the primary term hereof and prior to discovery and production 
ofQi.r&rl¥ on said land. Lessee should drill a dry hole or holes thereon. or if during the primary tcnn hereof and after the disc:overy and aaual production ofoir or 
gas ~the leased premises such production thereof should cease from any C:l.USC. this lease shall oot terminate if on or before the expiration of sixty (60) days fro·m 
da~ "' -~pletion of said dry hole or cessation of production Lessee commences additional drilling or reworlcing opcr.u.ions thereon.. or pays or tenders the nat 
ann tAl deity rental in the same manner as provided in this le:JSe. U: during the last y~ of the primary term or within sixty (60) days prior thereto. a dsy hole be 
co m pitted and abandoned. or the production of oil or gas should cease for any cause, Lc:ssce's rights shall remain in full force and effect without further operations.J 
until the Wiration of the primary tcnn; and if Lessee has not resumed production in paying quantities at the expiration of the primary term,~ may m.ainl2in this 
le;w;by• ~dueling additional drilling or rcworlcing operations pursuant to Paragraph 13, using the e-xpiration of the primary tenn as the dale of cessation of ~ 
productio,.under Paragraph 13. Should the fust well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
pri~·~~ hereo( Lessee may resume payment of the annual renw in the same manner as provided herein on or before the rental paying date following the 
expirJtion of sixty (60) days from the date of c:ompletion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso fa.cto 
tenninatc. If at the expiration of the prim;uy tenn or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in 
accordance with the shut-in provisions hereof: 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. I( at the expiration of the primary tum. neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or rewor1dng operations thereon, this lease shall remain in force so long as operations on said well or for 
drilling or reworking of any additional well arc prosecuted in good faith and in-worlcmanlike manner without interruptions totaling more than sixty (60) days during 
any one such oper:~tion. and if they =ult in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land. or 
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION. DRilliNG. AND REWORKING. I! after the expiration of the primary term, production of oil or gas from the leased premises, after 
once obtained. should cease from any cause. this lease shall not terminate if Lessee commences additional drilling or reworlc.ing operations within sixty (60) d.ays 
after such ccss:~tion, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in work:manlike manner without 
interruptions totaling more than sixty (60) days. If sue:.!) drilling or rewor1cing operations result in the production of oil or gas. the lease shall remain in full forte 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 rewolicing operations result in the completion of a well as a dry hole, the lease will not 
tennina!e if the lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease 
shal l remain in effect so long as Lessee continues drilling or rcworlcing operations in good faith and in a workmanlike manner without intemJptions totaling more 
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (JO) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For pwposes of this paragraph. "well" meJ.nS any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. IC: at any time a.fter the expiration of :he prim31)' term of a le:ue tha!., until being shut in, was being m:lint:lined in 
force and effect, a well capable of producing oil or gas in paying quantities is loc:u.cd on the leased premises, but oil or gas is not being produced for l :~ck of suitable 
production fac ilitiC3 or lack o f a suitable m:ll"ket, then Lessee may pay as a shut-in oil or gas royalty an amount equ:ll to double the annual n:ntal provided in the 
lease, but no t less than S 1,200 a ye:JI for e3cn well c3pable of producing o il or gas in paying quantities. lf p., apep' il af this lc:uc dccs not spccifJ a del&) ,.Ani 
ame ""!boa for the purposes of this par:~gnph. the dcl3y n:nul amount sh:lll be one dollar (SI.OO) pe: acre. To be effective, e:~ch initial shut-in oil or g:u royalcy 

.-



...... 

mL1St be paid on or before: (I) the cxpintion of the primary tenn, (2) 60 days a&r the Lessee ceases to produce oil or gas from the leased prenUsc:s, or (3) 60 days 
a&r L=e completc:s a drilling or reworic:ing opcnl.ion in a.c:cordance with the lease provisions; whichever dale is latest. Such payment slWI be made onc-ha.lf(l/2) 
to the Commissioner of the Gcncnll.md Office and Cl!_IC·half (112) to the ownC!_ofthe soil. If the s.hut·in oil or ps royalty is paid, the lease slWI be..considered to be 
• producmg lease and the payment s.h&1l atend the term of the lease for a period ofooe yeu from the end of the primary tam. or from the lim day of the month 
following the month in which production cased, md, atter that, if no suitable production facilities or suitable marlc.ct for the oil or gas exists, Lessee may extend the · 
lease for four more suecc:ssive periods of one (I) year by paying the same amount each year on or before the expiration of each shut-in year. 

' . 
15. COMPENSATORY ROYALTIES. u; during the period the lease is lcept in effect by payment of the shut· in oil or gas royalty, oil or gas is sold and 

delivered in paying quantities from a weD locaLc:d within ooc: thousand (1,000) feet of the leased premises md completed in the ume producing reservoir, or in my 
case in which drainage is OCClllring. the right to continue to maintain the lease by paying the s.hut· in oil or ps royalty s.h&1l cease, but the lease shall remain effective. 
for the remainder of the year for which the royalty has 'been paid. The Lessee may maintain the lease for four more suc=sive yean by Lessee paying COIUpensatory 
royalty at the royalty ntc provided in the lease of the n:wb:t value of production fi'om the weD causing the dnina&e Ol'wbich is completed in tbe ume producing 
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, ooc-h.alf(l/2) to the <Aaunissioner of the 
General Ltnd Office and onc-half(l/2) to the owner of the soil. beginning on or before the last day of the month foUowing the month In which the oil or gas is 
produced from the weU causing the drainage or that is completed in the same producing rcsctVOir and locu:d within ooc: thousand (1,000) feet oflbe leased prcm.isc:s, 
If the compensatory royalty paid in any 12-mooth period is in an amoWit less than the annual s.hut·in oil or gas royalty, L= shall pay an amount equal to thc 
difference within thirty (30} days from the end oflbe 12-month period. Compc:nsa.tory royalty payments which arc oot timely paid will acauc pcmlty and interest in 
a.ccordance with Pangnph 9 of this lase. Nooc of these provisions will relieve Lcs.sce of the obliptioa of reasonable dc:velopment nor the obligation to drill offset 
wells as provided in Texas Natural Resources Code 52.173; bowevcr,ll the determination of the <Ammissioner, and with the ComnUssioncr's written approval, the 
payment of compeos31ory royalties c:m sansfy the obliption to drill olrsct wells.. . . 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contra:ry, aft.cr a well producing or capable of producing oil or ga.s has 
been completed on the leased premises, Lessee s.haJJ exercise the diligence of a reasonably prudent opc:r.ttOr in drilling such additional well or wells as may be 
reasonably necessary for the proper development of the leased premises and in rnarlceting the production thereon. 

(A) VERTICAL In the event this lease is in force and effect two (2) years after the cxrir.u:ioa date of the primary or ~ded term it shall then terminau: 
as 10 all of the I cased premises, EXCEPT (I) 40 acres StDTOunding each oil well capable of producing in paying quantities and 320 =surrounding eai::h gas ~II 
capable of producing in paying quantities (including a sbut·in oil or gas well as provided in Paragraph 14 bc:rcof), or a well upon which Lessee is then engaged in 
continuous drilling or reworking oper.u:ions, or (2) the nwnbcr of acres included in a producing pooled unit pursuant to Tc:xas Natural Resources COOe 52.15 I· 
52.1 5J , or (3) such grc:ucr or lesser niDDber of acres as may then be allocated for production purposes to a pi"'O'::tion unit for each such producing well under the rules 
and n:gulouions o f the Railroad Commission ofTc::us, or any suc=r agency, or other govemmecu.J authority havingjurisdi:::icn. If at any time after the effective 
~~ J'f~ partial termination provisions hereof; lbe applicable field rules arc changed or the well or wells loc:aa:d thacon a:r.: :-::classified so that less acreage is 
th~ alloC3ted to said well or wells for production purposes. this lease shall thereupon tennina.te as to all acre3ge not thc:real'tcr allocated 10 said well or wells for 
~~:~n purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hc:n:by, Lessee shall nevc:nht:lcss continue to have the right of 
m~.s I~ and egress from the lands still subject to this lease for all purposes described in P3ragr3ph 1 hereof; together with casements and rights~f-way for existing 
road~, existing pipelines and other existing facilities on. over and across all the lands descn'bcd in Par:J.grapb I hereof rthe retained lands"), for .u:ccss 10 and from the 
re~u~lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. f ' 
• • •••• 

., 

·. 

• (B) HORIZONTAL. In the event this lease is in force and effect two (2) yean after the expiration date of the primary or ex-..ended term it shall further ~~ 
~ne:.:as to all depths below I 00 feet bc:Jow the total depth drilled (hcreinafta "deeper' depths") in each wellloc:uc:d on aa=ge retained in Paragraph 16 (A) 
above, unles.s on or before rwo (2) y= after the primary or c:xtcoded term Lessee pays an amount equal to one·half (112) of the bonus originally paid as .... 
consrderation for this lease (as specified oo page I hereof). If such amount is paid. this lc:l.Se shall be in force and effect as to such deeper depths., and said 
te-il¥1i: n shall be delayed for an additional period of two (2) years and so long thereafter as oil or g.as is produced in paying quantities from such deeper depths 
co~rcd try this lease . 

• •••••• 
• • (C) IDENTIACA TION AND FTLO-IG. The surface acreage retained hereunder as to c:u:b well shall, as nearly as practical, be in the form of a square: with 

the well located in the center thereof; or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial 
termination of this lease as provided hac in, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acrcage and/or 
depths not reuined hereunder. The recorded release, or a certified copy of same, shall be filed in the Gcncral Land Offi~ accompanied by the filing fcc prescribed 
by the General Lind 'Office rules in effect on the l!a.tc the release is filed. If Lessee fails or n:fuscs to execute and record suc:h n:lcasc or releases within ninety (90) 
days a.fter being requested to do so by the Gcnenl Land Office, then the: Commissioner at hil sole discretion may designa.tc by written instrument the ~c: and/or 
depths to be released hereunder and m:ord such iastrument at Lessee's expense in the county or counties where the leasc is located and in the official records of the 
G=enl land Office and such designation shall be binding upon Less« for all purposes. 

17. OFFSET WELlS. Neither the bonus. delay rent.als, nor royalties paid. or to be p:Ud. under this lease shall relieve Lessee of his obligation to protect 
the oil and gas under the a.bQve~cscribcd land from being drained. LesS«, sublc:ssce, receiver or other agent in control of the leased premises shall drill as many 
wells as the facts may justify and shall usc appropriate mems and drill10 a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
addition. if oil and/or gas should be produced in commercial quantities within 1,000 feet of the IC3Sed premises, or in any case where the leased premises is being 
druned by produc:.ion of oil or g:u. the Lessee, sublessee, receiver or other agent in control of the le3Sed premises shall in good faith begin the drilling of a well or 
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises swt 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 determination of the Commissioner of the Gener.U Land Office and with his written approval may the payment of 
compensatory royalty under applicable starutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FO RCE lYWEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from 
con ducting drilling opcr.uions on the leased premises, or from producing oil or g:u from the lc:ued premises by reason of war, rebellion. riots, Strilces., acts of God, or 
any valid order, rule or regul:~tion of gove:nmenl authority, then while so prevented, Lessee's obl igation to comply with such covenant shall be suspended and L:ssc: 
shal l not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while U.SSe: is prevented, by any such caL1Se, 
from conducting drilling and reworking operations or from producing oil or g:u from the le3Sed premises. However, nothing in this pany:1ph shall sL1Spcnd the 
pay ment of delay rent.als in order to maintain this lease in e ffect during the primary t.crm in the absence o f such drilling or reworking operations or production of oil 
or gas. 



. . · -- .. 

19. W AR.R.ANTY CLAUSE. The owner of the soil wamu~ts and agrees 10 defend title to the leased premisa. If the owner of the soil defaults in 
payments owed on the leased premise$, then Les.see ~y redeem the rights of the owner of the soil in the kascd p=n.iscs by paying any mol'tiage, taxes or other r 
on the leased premises. If Lessee makes payments on behalf of the owner of the soil undCT this paragraph, Lessee m.zy recover the cost of these payments from ~ens 
rental and royalties due the ownCT_ofthe soil. 

10. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil awns less than the entire undivided surhce csta1e in the above 
desaibed land, whether or not Lessee's interest is specified herein, then the royalties and n:nul ~in provided to be paid 10 the owner of the soil shall be paid to h' 
in the proportion which hi1tint.erest bean to the entire undivided surfolce esta1t and the royalties and rental herein provided 10 be paid to the Commissioner of the un 
General Land Office of the State of Texas shall be li.kcwisc proportiona.t.cly reduced. However. before Lessee adjusts the royalty Of rental due to the: Comrn.issioncr of 
the General Land Offi~ Lessee or his authorized rcprcscnta.tive must submit to the Commissiooer of the General L=d Office a written Sbtl:mc:nt which c:xplains the 
discrepancy between the int.etcst purportedly leased under this lease and the aawl int.ercst o~ by the owoer of the soil. The Commi.s3ioner of the GcncraJ L.md 
Office shall be paid the value of the whole production allocable to any undivided interest not covct"Cd by a lease, less the proportionue development and production 
cost allocable to suc:h undivided interest. However. in no event shall the Commissioner of !be Gencnl Land Office receive as a royalty on the gross production 
allocable to the undivided intuest not leased an amount les.s than the value of one-sixteenth (l/16) of suc:.b gross. productioo. 

(B) REDUCTION OF PA YMENrS. u; during the primary term, a portion of the laod covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in ao::orchncc with Na.tl.U"al Resources Code Se-ctions S2.151-Sl.IS4, or 
it; at any time after the expiration of the: primary t.enn or the c:xtended tcnn. this lease covers a lesser number of acres than the total amount described herein. 
payments that arc made on a per~ basis hereunder shall be reduced according to the number of acres pooled, released. Sllll'el1dered, or otherwise severed, so that 
payments det.ennined on a per aae basis under the tenus of this lease during the primary t.enn shall be Qlculatcd based upon the number ofaaa outside the 
boundaries of a pooled unit. or. if after the c:xpiration of the primary te.nn. the number of a.cres actually retained and covered by this lease. · 

11. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this le.ue except watcr from wells or 
tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for wa.t.erflood operations 
without the prior consent of the owner of the soil. 

11. AUTHORIZED DAMAGES. Less~ shall pay the owner of the soil for damages ClUSCd by its opcntions tc all personal property, improvements, 
livestoclt and crops on said land. i 

23. PIPELINE DEPTH. When requested by the owner of the soil. Lessee shall bury its pipclioc:s below plow depth. 

14. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any howe or bam now on said premises without the 
wriq~~ent of the owner of the soil. 

••• 
• • •: •iS. POLLUTION. In developing this area. Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiring the 

foregeil!g, J'OIIution of coastal ~!lands, n.arur.1l waterways. rive~ and impounded wafer shall be ~v~ntcd by the use of containment facilities sufficient to prevent 
spill age, seepage or ground wat~r contamination. In the event of pollution. Lessee shall we all means at its dispos.al to recap~ all escaped hydrocarbons or other 
polluws.und shall be responsiole for all damage to public and private properties. Lessee shall build and maintain fences around its slush. sump, and dr.linage.pits 
and ~flc:ries so as to protect livestodc against Joss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fiJI and level all 
slush pits 3lid cellars and completely cle:lll up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said 
prcrft~!:s-ft'O: of all rubbish, cans. bottles. paper cups or g:llbage, and upon completion of operations shall restore the surface of the land to as ncar its original ~~ 
conditiin and contou~ as is practicable. Tanks and equipment will be kept painted and presentable. l • 

l>' 
• • • • •~. REMOVAL Of EQUIPMENT. Subject to limitations in this paragraph, Lessee: shall have the right to remove machinery and fiXtUreS placed by 

Less~ on ~e leased premises, including the right to draw and remove casing. within one hundred twenty (120) days after the expiration or the termination of this 
leas• ~e owner of the soil grants Lessee an extension of this 110-day period. However, Lessee may not remove casing from 3ll)' well capable of producing oil 
and gls in p•aying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the Gcner.l! 
Land Office and to the owner of the soil. The: owner of the soil shall become the owner of any machinery, fixtures, or c:~Sing which are DOt timely removed by L=ee 
under the terms of this paragraph. 

27. (A) 'ASSIGNMENTS. Under the conditions contained in this paragl"3ph and Paragraph 19 of this lease, the rights and estates of either party to this 
lease may be assigned, in whole or in part, and the provisions of this lc::ue shall ext.eod to and be binding upon their heirs, devisee3, legal representatives, sucCCSSOI3 
3lld assigns. However. a change or division in ownc:~hip of the land, renuls. or royalties will Dot c:nlargc the: oblig.u:ioc.s ofl.es.sc:e, diminish the rights, privileges 
and estates of Lessee. impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
division in owne13hip of the land, rentals, or royalties shall bind Lessee for any purpose until thirty {JO) days after the owner of the soil (or his he~. devisees, legal 
represeoutives or assigns) furnishes the Lessee with satisfactory written evidence of the change io ownenhip, including the original recorded muniments of title (or a 
cenilied copy of such original) wh~ the ownenhip changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest 
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of 
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not fil e a 
certified copy of such assignment in the General Land Office before the next rental paying da!.e, the entire lease shall t.enninate for failure to pay the entire rcnt:ll due 
under Paragraph 3. Every assignee shall suc~ed to all rights and be: subject to all obligations. liabilities, and penalties owed to the Sute by the original lessee or any 
prior assignee of the lease. including any liabilities to the St.ate for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstlnding any provision in Paragraph 27(a). if the owner of the soil acquires this lease in whole: or in part by 
assignment without the prior written approval of the Corrunissioner of the General Land Office. this lease is void as of the time of assignment and the agency power 
of the owner may be forfeited by the Commissioner. A.n assignment will be tn:a~d as if it were made to the owner of the soil if the: ass i gn~ is: 

(I) a nominee of the: owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of suc h a corporation o r subsidiary; 
(3) a partnership in which the owner of the: soil is a partner or is an employee of such a partnc:nhip; 
(4) a principal stockholder or employee of the corporation which is the owner of the: soil; 
(5) a partner or employee in a partnmhip which is the owner of the soil ; 
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(6) a fiduciary for the owner of the .wil; including but not limited to a guardi.an. trustee, executor, administrator. reccivu, or conservator forth 
owner of the soil; or e 
(7) a family member of the owner of the .wil or related to the owner of~ .wil by nwrlagc, blood. or adoption. 

28. RELEASES. Under the conditions conuined in this paragraph and Paragraph 29, Lessee~ at any time execute and deliver to the owner of the 
50

.1 
and place of record a release or releases covering any portion or portions oftbc leased premises, and thereby sWTCndcr this Je:sse as to such pon1on or ponions, and~ 
relieved of all subsequent obligations as to acreage surrendered. If any part of this lease Is properly surTCJldctcd, the delay rental due under this lease shall be reduc-c:d 
by the proportion that the turrcndcred acreage bean to the acreage which was awercd by this lease Lmmediau:ly prior to Sllch surrender; however, such release will 
not relieve Lessee of any liabilities which may have accrued undcr this lease prior to the =der of such acreage. 

29. FILING OF ASSIGNMENI'S AND RELEASES. If all or any pan of this lease is assicned or released, Sllch assipuncnt or release must be f'Wlrdcd in 
the county where the land is si!llau:d, md the recorded instrument, or a copy oftbe recorded instrument cenified by the County Qerl:: of the county in which the 
instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the presaibed filing fee. If any such 
assignment is not so filed, the rights ~uired under this lease shall be subj~ to forfeiture at tbc·option of the Commissioner ofth.e General Land Office. 

30. DISCLOSURE ~USE. All provisions pcruining to tbc lease of the above-described land have been included in this instrument, including the 
sta.tement of the true considCTation to be paid for the execution of !his lease md the rights and duties oflbc: parties. AIJy collau:nl agreements conccrning the 
development of oil and ps from the leased premlsc$ which arc oot conuined in this lease rcndc:r this lease invalid. 

31. FIDUCIARY DUTY. The owner of the .wil owes the State a fiduciary duty ao4 must fully diselose any facts afl«ting the State's interest in the leased 
premises. When the interests of the owner of the .wil conflict with those oftbe State, the owner of the .wil is obligmd to put the State's interests before his personal 
interests. 

32. FORFEITURE. IfLc:s.sce shall fail or refuse to malce the payment of any sum within thirty days aft.c::r it becomes due, or ifLcsset: or an authoriud 
agent should knowingly make any false return or false report conccming production or drilling. or ifl..cssce shall fail or refuse to drill any offset well or wells in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail to file repons in the manner 
required by law or fail to comply with rules and regulations promulgated by the GcnuaJ Land Office. the School Lind Board, or tbc: Railroad Commission. or if 
Lcs.set: should refuse the pro peT authorir:y acccss to the records pertaining to ?CfaLions, or if Lessee or an authoriud agent should knowingly fail or refus~ to give 
correct information to the proper authorir:y, or lmowin&Jy fail or refuse to fl, .sh the GcneTlll Land Oflicc: a correct log of any well. or if Lessee shalllcnowing.Jy 
v iohue any of the material provisions of this lease, o r if this Je.ase is assigned and the assignment is not filed in the General Land O ffice: as required by Jaw, the rights 
acquired under this lease shall be subject to forfe iture by the Commissioner, and he shall forfeit same wbc:n sufficiently informed of the facts which authorize a 
forfeiture, and when forfeited the area shall again be subject to lease undcr the tams of tho: Relinquishment Act. However, nothing herein shall be construed as 
wai"ifl' f11:.automatic termination of this lease by operation of Jaw or by reason of any ;~ ecial limiution arising hereunder. Forfeitures may be set aside and this ~ 
le3Se ~~tH rights thereunder reinsta.ted before the rights of another intervene upon s:uisi~etory evidence to the Commissioner of the General Land Office of .future 
coml'liiMOC with the provisions of the Jaw and of this lc.3Se and the rules and regulations that may be adopted relative hereto. -·' -.-· .. 

•• • 
• 33. UEN. In accordance with Texas Narural Resources Code 52.136, the St:l1C shall have a first lien upon all oil and gas produced from the area covered 

by thii ~~e to secure payment of all unpaid royalty and other sums of money that may become due under this le ase. By acc:;>tance of this lease, Lessee grantS the 
Sut!,jg 614c!'i tion to the lien provided by Texas Narural Rcsourcc:.s Code 52..136 and any othcr applicable starutory lien, an express cont=:rual lien on and security 
interest in aLJ l~ed minerals in and extracted from the leased premises, aJJ proceeds which may accrue to Lcssc:e from the sale of such leased minerals, whether such 
proc.<tC~held by Lcs.set: or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or proccss ing of 
such te:sed minerals in o rder to secun: the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or 
loss that Lessor may suffer by reason o f Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest rn;rj be 
forcele~ith or without court procc:cdings in the manncr provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees thai the 
Co~issio~c:r may require Lessee to execute and record such instruments as may be reasonably ncec:ssary to acknowledge, a.aacl1 or perfect this lien. Lessee he~by 
rep~"dat thc:re arc no prior o r superior liens arising from and relating to Lc= s activities upoo the above-described property or from Lessee's acquisition of 
this Jc"ase. ~ould the Commissioner at any time determine that this representation il not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. PO?LI:NG. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under tl!is lease with any other leasehold 
or mineral interest for the cxplo r:uion. development and production of oil or gas or either of them upon the same terms as shaJI be approved by the School Land 
Board and the Comm issioner of the Gene.ral Land Offi~ for the pooling or unitizing of the inl.cTC:Sl of the Sute under thil lease pursuant to T exas Natur.ll Resourccs 
Code 52.151-52.153. The owner o f the soil agrees that the inclusion of this provision in this lease satisfies the e-xecution requirements st:l1Cd in Texas Natural 
Resources Code 52.1 52. 

35. INDEMNlTY. Lessee hc:n:by releases and d ischarges the Sta.te orTexas aEd the owner of the .wil, their officers., emp.Joyees, partners, agents. 
contnetors., subcontractors. guests, inv itees, and their re.spcctive successors and assigns. of and from all and any actions and causes of action of every nature, or other 
harm, including envirorunental harm. for which recovery of damages is sought, including. but oot limited to, all losses and expenses which arc caused by the 
activities of Lessee, its officcrs., employees, and agents wing out of; incidental to, or resulting from, the opcr:uions of or for Lessee on the leased premises 
hereunder, or that may arise out or or be occasioned by Lessee's bre:1eh of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable 
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, 
their officers, employees and agents, their successors or assigns, against any and aJJ claims, liabilities, losses, damages, actions, penonal injury (including dea.th}, 
costs and expenses. or other h3t1TI for which recovery of damages is sought, under any theory including tort, cont:r.lct, or strict liability, including a.ttomcys' fees and 
othe r legal expenses, including those related to cnvironmcnu.J haz:~rds, on the leased premises or in any w-sy related to Lessee's failure to comply with any and all 
env ironmenu.J Jaws; those :uising from or in any way related to Lessee 's opcr:uions or any other of Lessee's activities on the leased premises; those arising from 
Lessee's usc of the surface or the leased prem ises: and those th:u may arise out of or be occasioned by Lcssc~'s bre:lch of any of th e terms or provisions o f this 
Agreement or any other act o r omisSion of 1-:sse: , its directors, officers, employees, partners.. agents, contractors, subcontr.lctors. guests, invitees, and their respective 
succ:ssors and a.ssigns. Each assignee of this Agreement, o r an interest therein. a.grc:es to be liable for, exonera.t.c, indemnify, defend and hold h31TT1leSS the S1.1te of 
Texas and the owner orl1lc so il, 11leir officers, employees. and agent.s in the same manner provided above in coMection with th e activities of lessee, it.s officers. 
employees, and a genu as describe d above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE Ii""DE~INITY OBLIGATIONS 
Ai' ID \OR LIABILITIES ASSUMED UNDER THE TE&'VlS O F TIUS AGREEMEi'IT SHALL BE WITHOtiT LIMITS AJ'-11) WITHOtiT REGARD TO 
THE CA USE O R CAUSES THEREOF (EXCLIJDING PRE-EXISTING CONDmONS), ~cr LIABILITY, OR THE NEGLIGENCE OF AJ"'Y ?ARTY 
OR PARTIES (INCLUDING THE NEGLIGENCE OF TirE INDEMNIFIED PARTY), WHETHER SUO-I NEGLIGENCE BE SOLE, J OINT, 
CONCURRE:'IT, ACTIVE, OR PASSIVE. 

.. 



.. 

. 36. ENVIRONMENI"AL HAZARDS. Lessee shall usc llle highest degree of can: and all reasonable safc:i~JMd.s to prcYc:nt C()ntamination or pollution f · 
:s"Y env110nmental mc:diwn, including soil. surface waLerS, voundwa!er, sc:di=cs. and surface or subsurface stnU. ambient air or any other c:uvironmenblmedi:n . 
10. on, or under, llle leased pre:~ by arJY waste, pollutant. or contaminanL UssC:c: shall not bring or pc:zmit to remain on llle lc:~d premlse:s any asbestos 
containing rruuuials, explosiv~. toJtic mau:riab. or !<llbsttnces regulu.c:d as ~ous was~ hazardous matmals, ha%3rdous substances (as the tum •Hzzudous 
Substance~ is defined in llle Comprc:hc:nsive Environroc:ntal Response, Compensation and Liability Act (CERCI.A). 42 U.S. C. Sections 9601, d sc:q.), or toxic 
substances unckr any federal. Stale, or loc::U law or regulation ("Hzz:urlous Mu.c:ria.ll"). cxc:..-pt ordinary products commonly used in coMCCtlon with oil and gas 
exploration and development operations 3lld stored in lllc: usual OWlllcr and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHmffiON 
SHALL CONs-rrnTn A MATERIAL BREACH AND DEFAULT HEREUNDER .A.l"'"D LESSEE SHALL INDEMNIFY, HOLD HAR.'riLESS AND 
DEFEND THE STATE OF TEXAS A. "tt TilE OWNER OF l1IE SOIL FROM AND AGAINST ANY CLA.L'\-15, D.A.'\1AGES, JUDGMENTs. PENALTIES. 
LUBJLITIES, AND COSTS (INCLUDING REASONABLE ATTOR."lEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROIDBmON OR (D) THE PRESENCE, RELEASE, OR DISPOSAL OF .A."N HAZARDOUS MATERIALS ON, 
UNDER, OR ABOUT THE LEASED PRE.'fl.SES DURING LESSEE'S OCCl.JPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AA'"D REPAIR .A.'fY SOIL OR GROUND WATER CONT.A."\IIN.ATION A."lD DA.'\1AGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER. OR ABOUT THE LEASED PR.E."\llSES DURING LESSEE'S 
OCCUPANCY OF TIJE LEASED PR.EMISES IN CONFORMANCE WI'I1{ TilE REQUIRE:ra:NTS OF APPUC.A.BLE LAW. THIS 
INDEMNIFJCA TIONA. "a> ASSUMPTION SHALL APPLY, BUT IS NOT LIMITE.D TO, UABJLITY FOR RESPONSE .ACTIONS VNDERT.Al<E'4 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL U W OR REGUL\ TION. LESSEE SHALL IM."\a:DUTEL Y GIVE THE STATE OF 
TL"C.A.S AND THE OWNER OF THE son. WR.ITILN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS P .ARAGR.APH, UPON 
LEAR.~ING OF THE PR.ES~CE OF ANY HAZ..AllDOUS M.ATE.RL\LS, OR UPON RECEIVING A NOTICE FROM A.'fY GOYERNML"'TAL · 
AGENCY PERTAINING TO H.AZ.AlU>OUS MA TERI.ALS WlDCH MAY AFFECT THE LL\.SED PRE:'\'IISES. THE OBUGA TIONS OF LESSEE 
HEREUNDER SHALL Sti"RYIVE TliE EXPIRATION OR E.ARI.ILR TER.'riiNA TION, FOR ANY REASON, OF 1liiS AGREL"IEl"iT. 

37. APPUCABLE LAW. This lease is issued under llle provisions ofTc:usNarunl R.c:sow=s Code 52.171 through 52.190, commonly known as the: 
Relinquishment Act, and oilier applicable: .stann.e3 and a.mcndments thcrc:to, and if any provision in this lc:.uc doe$ not conform to Ill esc: sUnltcs, the Stan! !a wiU 
prcYail over my nonconforming lease: provisions. 

38. EXEctrnON. nus oil and gas lease must be signed and x!cnowlcdged by llle Lc=e before: it is fi led of record io llle county rttOrd.s and ia the 
Gcnen.l Utld Office ofllle Swe of Texas. Once the filing rc:quirc:mc:ms found ia P:uagraph 39 of this lease have: bc:cn satisfied, lllc: effective: dale of Ibis le3SC shall 
be the date: found on Page 1. · 

39. LEASE FILING. Pursuant to Chapter 9 oflhc: Texas Business and Commerce Code, Ibis lease mwt be: filed of record in llle office of lllc: County 
Cleric in any county in which all or any part of llle le:ISed premises is l~tc:d. and certified copies lllereof must be filed in the General Land Office. This lc~c is not 
e!fec:;w• ~til a certified C()py of Ibis lease (which is made and certified by llle County Clc:ri: from his records) is filed in llle Cif:neral Land Office in accordance will! 
Tc:;lilS~ra) Resources Code S2. l8J. Additionally, this lease shall not be binding upon the State unless it recites llle acrual and ttue C()ns ider.~tion paid or promised 
for"v.~~tion of Ibis lease. The bonus due: the: StaLe and lllc: prescribed filing fee shall accompany suc:.'l certified copy to llle General Land Office. 
• • • 
••* ·see 
• 

•••• . . 
•••• 

• •••••• • • 
• 

• •••••• • • 
• •••••• • • 

TITLE=---.,.,...---:-:>r-r-------
DATE:_---~.i:......!:~~""'--..J..J.zy:.£... ___ _ 

STATE OF TEXAS 

/BY::~~~~L-~~~~~L 
STATE OF TEXAS" 

BY:~---:-:--....,-----:---:--:::------::-=-----
Trustee ofd~)\~~"8lb~sa.g~i~llli~J¥~0~it"§t and as Tr ustee 

o~: of the Nancy Puff Jones Trust 

STATE OF TEXAS STATE OF TEXAS 

BY:.~---------------------------------
Individually and as agent for llle State o f Texas 

BY:.~~----------~~--~--------­
Individually and a.s agen t for llle S tate: ofTc;~;as 

Date: ___________ --:::-:,.--- - 0~=------------------

I>or othy Jean .!~~~o;s/~----
Thomas Hill Puff Trust Tax In=!:~ 
Nancy Puff Jones Trust Tax I~--

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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STATE OF ___________________ ___ 
(CORPORATION ACKNOWLEDGMENI) 

COUNTY OF ___________________ __ 

BEFORE ME, the undcfligned authority, on this d3y per301lally ap~d, _____________________________ _ 

kno wn to me to be the Fa whose name is subscribed to the foregoing instrument. as, ______________________________________ ~of . : ·~ 

-;:---:-;-----------:---~:--~--:---~------~--:------:-----~---::---:------:-:---:--:--:-:-....;~d ackDowledged to me tlut be executed the same 
fo r the purposes and c:oJUider.uion tbcrcin expressed. in the apacity stated, and as the act md deed of said COtpOnlioo.. . 

Given under ary band and .sal of offi~ this the. _____ d3y of _________________ --J. 19 ___ • 

Notazy Public in and for _______________ _ 

STATE OF ____________________ _ 
(CORPORATIO~ ACKNOWLEDGMEN'I) 

COUNTY OF __________________ _ 

BEFORE ME. the undCTSigned 211thority, on this day personally appeared, _______ ____________________________ _ _ 

known to me to be the person whose name is subscribed to the foregoing instrument. as. ____ ____________________________ of 

-:---:-------:---:-:-------------:----:--------:----:--:-~-llld a.cla::awledgc:d to me: that be exc:cuted the nrnc 
for the purposc:s and coruidcr:Won therein cxp= d, in th.e c:apacity s= d. and as the act and d~ of said c:orpor.uion. ' 

Given under my hand and seal of offi~ this the. _ ___ day of _ _ ___ _ _ ____ --J 19 __ . 

• •• • • • • •• 
•••• • • • •• • 

STAT& OF TEXAS ..... 

Notary Public io and fo r _________ _ 

(INDMDUAL ACKNOWLEDGMEIT) 

co~C>F TARRANT PJ 

• Keenom ~~ 
•: u • ~efore me. the underligned authority, oo this dax_ pc:.~onally ap_pe=:d Dar@thy 'le~g ~}-b T~d t~a 11 y and as 
Tp~tee of the Thonas Hill Puff Trust an<1 as Trus ee o e ancy u ones l'rust 

known to me to be !Jic perlons whose o:unc.s arc subscribed to the fore~oing instrument. aod aclc:nowlc:dged to me thal!Jicy executed !Jic: same for !Jie purposes 311d 
c:orui4.U:0 the~in exp=d. • • 

• • • • .Civcn under my hand 
• • 

STATE OF IJ(c.LA 
COtwrYOF 0'\.1dl~ 

of Texas 

~"DMDUAL ACKNOWLEDGl'I!E'IT) 

kno wn to me to be !Jie persons whose namc:s arc su bsc:ribc:d to the foregoing instrument. and acknowledged to me: that!Jic:y executed !Jie same for !Jie pur;x>ses and 
consideration therein expressed. 

Given under my hand 311d sc:U ofoffjc:e this !Jic:. __ 7...:._.:..._~:::.....--d•y or ?P~ . 19·_9-L..!:9:....... __ 

272~~ 

True and 6orFest 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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"EXHIBIT A" 

' 
Attached to and made a pa rt of Oil a nd Gas Lease Keenom b./". 

dated August 19, 1998 by and between Dorothy J ean-HHt; Individua lly v 
a nd as T rustee of the Thomas Hill Puff Trus t and as Trustee of the Nancy Puff J ones T rust, 

as the owner of the soil, a nd Clay J ohnson, 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. ' 

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 . . ... 

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

' • th~ leased premises . 
• 

' : ::~t>twithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not 
p~lute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil 

•: • •Jt:writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated. • 
), • 

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

•:•~age 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 shail 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 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 assigned, released, pooled or unitized, Lessee agrees to fum ish the owner of the soil with a copy 
of any such document. 

True and Correst 
copy of 

Original filed in 
Reeves County 

Clerks Off1ce 
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Gcucnl Lud Office 
Rdluquisbmur Act Lusc Form 
Revised. September 1997 

hen:inaft.et called Lessee. 
(Give Permanent AcWn::s.s) 

1. GRANTING CLAUSE. For and in consideration of the amounts stJted below and of the covenants and agreements to be paid. kept and performed by 
Lessee II.Dder this lease. the State ofTc::as acting by md through the owner oftlle soil, hereby grants. leases and lets unto Lessee, for the sole and only p~ of 
prospecting md drilling for and producing oil and gas., laying pipe linc.s. building tanks, SUlring oil and building powers~ ~epbooe lines znd other snucturc.s 
thet~:oo, to produce, save., take care of. treat and transport said products oftbc lease, the following lands situated in Reeves County, State 
ofT c:xas., to-wit: 

The E/2 of Section 31, Block 56, Public School Land Survey, 

Save and Except the N/40 and t~e S/122.5 

containin,bg_~1:...::5~7.:.....::•...::5:..__ acres, more or less. The bonus considcr:uion paid fo r this lease is as follows: 

••• • • • • •• 
•••• • • • •• • 
• 

•••• • • ..... 

To thc S~ofT~: On e Thousand Nine Hundred S i xty-ei ght and 75/100----------------
Dollars (S 1 • 968 • 75 ) 

To the owner of the soil: 75 100---------------
Dollan Cl•_!::..l..~~...!..::~----' 

T ouJ bonus coa.sidaalioa: Three Thousand Nine Hundr ed Thi rty- seven and 50/ 100-----------
Dollars (S 3 . 937 . 50 ) 

Thc«lttl~us consideration paid represents a bonus of Fifty and No/100---------------------
• • Dollars (S 5 a a a ) per aae, oo 78 .. 75 net acres. 

•. • • 2! TER.\1. Subj.:ct to the other provisions in this leas~. this lease: shall be for a term of Five ( 5 ) yearS from this dale 
(he:-c: i~ c:aJJetl•primary term} and as loog thereafter as oil and gas, or either of thero, is produced in paying quantities from said land. 
As ~~~~~Ais lease, the term •produced in paying quantities• mczns that the receipts fi'Dm the sale or other authoriz.cd commercial usc of the subsunc:(s) CO'Yered 
c:xcce4 out df pocket operational apensc:s for the six months last put. 

3. Delay Rentals: If o il or gas in paying quantities IS not bemg produced from the premises on the first anniversary date of this Lease and there are then no drilling 
operations bcmg conducted on the premises, then th1s lease shall tenmnme unless, on or before such ann1versary date, Lessee shall pay, y, directlj to the owne1 of the soil 
and a like amount paid or tendered to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS AT AUSTIN TEXAS a delav rental in 
the amount specified in the following schedule multiplied by the number of acres then covered by this lease, which payment, "hen 'timely made, ~hall com;nue th1~ lease for 
a period of one ( I) addiuonal year. In like manner and upon pa)mem of the an10unts set out m the following schedule, this lease may be further continue lor succcss1ve oue­
year periods during the primary term of this lease provided that payment is made on or before the anlll\ ersary date 

Annivcrsarv Date Delav Rental per Acre 
F1rst $ 1.00 
Second $ 1.00 
Th1rd S 16.67 
Founh $ 16.67 

True and Correet 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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. 4. PRODUCTION ROYALTIES. Upon production of oil and/or gas.. ~~e agre.es to pay or c=se to be paid one-half{l/2) of the royalty 
prov1ded for in this lease to the Commissioner of the General Land Office of the Suu: of Texas.. at Austin, Texu, and one-balf(l/2) ofsueb royalty to !he owner of 
the soil: 

(A) OIL Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid fonn at the mouth of the well and illso as all 
condensate, distillate, and other liquid bydroearl>ons r=overed from oil or gu run through a separator or other equipment, as hereinafter provided, shall be 

3 / ) 6 \ part of the gross production or the marlcet value thereof; a1 the option of the owner of the soil or the CAmmissioner of the 
General Land office, such value to be detcnn.incd by I) the highest posted price, plus premium, if my, offered or paid for oil, condensate. distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when nm, or 2) the highest marlcet price thereof offered or paid in the 
general area where produced and when run, or 3) the gross proceeds of the sale thereot: whichever is the greater. Lessee agr= that before a:ny gas produced from the 
leased premises is sold, ~d or p!OeC:SS(:d in a plant, it will be run fn:e of cost to the royalty owners through an adequate oil and gas separatOr of conventional type, or 
other equipment at least u efficient. so that all liquid hydrocarbons recoverable from the gas by such m.eans will be recovered. The requirement that such gas be run 
through a separ.uor or other equipment may be waived in writing by the royalty owners upon such t.enns and C()Ddilions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including fl:lred gas), which is deflllCd as all hydrocarbons and gaseous substances not defmed 
u oil in subparagraph (A) above, produced from any weU on said land (except as provided herein with respect to gu processed in a plant fCX" !he c:xtractioo of 
gasoline, liquid hydrocarbons or other products) shall be 3/16 part of the p-ass production or the marlcet value thereat: at the option of the 
owner of the soil or the CAmmissioner of the Gal era! Land Office, such value to be based on the highest marlcet price paid or offered for gas of comparable quality in 
the gc:ncra.l area where produced and when run, or the gross price paid or offered to the producer, whichever is the grc!ltCr, provided that the maximum pressure b~ 
in measuring the gas under this lease shall oot at any lime e.xeeed 14.65 pounds per square inch absolute, and the standard base temperalllre shall be sixty (60) 
deg:ree.s Fahrenheit, C()rrectioo to be made for pressure aGCOrding to Boyle's Law, and for specific gravity according to tA:sts made by the Balance Method or by the 
roost approved method of testing being ~d by the industry at the time of testing.. 

(C) PROCESSED GAS. Royalty on any gas proeessed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
sh:lll be 3 / 1 6 part of the residue gu and the liquid hydrocarbons extrac1.cd or the marlc:et value thereof; at the option of the 
owner of the soil or the CAmmissioner of the Genc.ral Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production ofrc:sidue gas attribut:lble to gas produe;:d from this le:uc, and on fifty pen:cnt (50%). or that percent accruing to Lessee, whichever is the ~r. of the 
total plant production ofliquid bydrcx3rbons attributable to the gas produced from this lease; provided that if liquid hycinx:lrbons are reeovc:rcd from gas proce.s~d 
in a plant in which Lessee (or its parent. subsidiary or affiliate) owns an interest, then the percentage applic:!hle to liquid hydroc=bons shall be ft.fty percent (500/o) or 
the highest percent accruing to a third par.y pro<:essing gas through such plant under a processing agreement negotiated at ann's length (or if there is no such third 
party, the highest percent then being specified in pro~ssing agreements or C()ntraets in the industry), whichever is the greater. The respective royalties on residue gas 
and on liquid hydrocarbons shall be detem.ined by 1) the highest marlcet price paid or offered for any gas (or liquid hydrocarbons) of C()mpara.ble qualiry in the 
general area. or 2) the gross price paid or offered fo r such residue gas (or the weighted aver.1ge gross ~lling price fer the respective g:ra.des ofliquid hy~ns), 
whichever is the grc:uu. In no event, however, shall the royalties payable under this paragraph be less than t.'le royalties which would have been due had the gas not 
been proce.sscd . 

• •• • • • .t .. 
• • • (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or nny other producu produc::d or manufactured fror.1 gas (excepting li<juid hydrocarbons) 

w~M: !~d gas be "casinghead, • "dry, • or any other ga.s, by fract.ion:~ling, burning or nny other prc=sing shall be 9 / 1 6 parf of the 
g..ros! flro~ct.ion of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the! General Land OJfice, such m:~tlcet 
value~ be determined as follows: I) on the basis of the highest market price ofe3Ch product for the same month in which such product is produced, or 2) on the -1 
bas.i,•ft~i average gross sale price of each product for the same month in which such prodOcts are produced; whichever is the g:re:u.er. ~- )' 

• • • • I r fr 
.S. MINIMUM ROY ALIT. During any year after the expir:1lion o f the primary term of this lease, if this lease is malntained by production, the royalties 

pai1!~3cMhis lease in no event sh:lll be Jess than an amount equal to the total annual delay rental herein provided: otherwise, there shall be dueiand payable on or 
befo~the last day of the month succ::eding the anniversary date of this le:I.Se a sum equal to the total annual rental less the amount of royalties p'iid during the 
preceding ¥e:U. lfPaag:aph J cfd16 lease dm not spceh"j a del&] JCntal WJIOUIII; then for the purposes of this paragraph, the delay rental amount shall be one 
dolf<f'U.OQ)perac.re.. ------ - · ' 

• •: • • • 'JS· R OY ALIT IN KlND. Notwithstanding any other provision in this le:ue, at any lime or from lime to lime, the owner of the soil or the Commissioner 
of the General L:!nd Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any royalties 
acc:nJing to such royalty owner under this le:ue be made in kind. The owner of the soil's or the CAmrnissioner of the General L:llld Office's right to take its royalry in 
kind shall not diminish o r negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or implied. 
under this lease. 

7 . NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (inc:luding tho~ paid in kind) shall be without deduction for the C()St o f 
producing, gathering, storing. separating. tre:u.ing. dehydrating, compressing. processing, transporting, and otherwise making the oii, gas and other products 
hereunder re3dy for sale or use. Lessee agrees to compute and pay royalties on the gross valur rec::ived, including any reimbursements for sever:111ce taxes and 
production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payal:le on any gas as may represent this le:ue's proportionate share of any fuel used to 
process gu produced hereunder in any processing planL Notwithsunding any other provision of this lease, and subject to the written C()nsent of the owner of the soil 
and the Commissioner o f the General Land Office, Lesse:: may recycle g:I.S for ~as lift purposes on the le:I.Sed premises or for injection into any oil or ga.s producing 
formation underlying the le:ued premises after the liquid hydroc:ubons C()ntained in the gas have been removed; no royalties shall be payable on the recycled ga.s 
until it is produced and sold or used by U:ssec in a manner which entitles the royalty owners to a royalty under this lease. 

9 . ROYAL IT PAYMENTS AND REPORTS. All royalties not talcen in kind shall be paid to the Commissioner o f the Gene:-al Land Offi~ at Austin, 
TexJ.S, in the following manner. 

P ayment o f rcyalty on produe1ion of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that roplty on oil is due 
and must be rec::ived in the General L:llld Office on or before the 5th day of the Sec;()nd month succ...--::ding the month of production, and royalty on gas is due and 
must be received in the General Land Offi~ on or before the 15th day of the ~cond month succeeding the month o f production, acrompanied by the affidavit of the 
owner, manager or other :~uthorized agent, comple ted in the form and manner prescribed by the General LJ.nd Offic:: and showing the gross amount and di P?siti~n. of 
all o il and gas produced and the marke t v:llue of the oil and ga.s. together with a copy of all uocumcnts, records or repo rts C()nfirming the gross production. dasposlllon 



•. . 
, 1 and market value Including g:u metcT readings. pipeline ru:cipts, g.asline re1:eipts and other checks or memoranda of amount produced and put into pipelines, tanks 

o r pools and g:u lines or gas storage, and any other reports or records wh.ich the Gcntnl Land Office ouy require to verify the g:TOSS production, disposition and ' 
' marlcet value:. In all cases the authority of a manager or qcnt to act for the U:ssee herein must be filed in the Genenl Land Office. Each royalty payment shall be 

accompanied by a check: stub, schedule, SW1l1tW)' ex other mnitWlce advice showing by the assigned General Lmd Office lease number the amount of royalty be' 
paid on each lease. If Lessee p&yl his royalty OG oc before thin)' (30) da~ after the royalty payment was due, then Lessee OW'C3 a penalty of S% on the royalty or 

1111 

$25.00, whichever is gr=tcT. A royalty payment wh.ic:h is over thirty (30) cia~ late shall ac:c:ruc a penalty of I G-h of the royalty due or $25.00 whichever is gTcatc:r 

In addition to a penalty, royalties shall accrue interest at a rate of 12% per ye;sr, suc:h in~rcst will begin accruing when the royal ty is sixty (60) days overdue. · 
Affidavits and supporting documents whlc:h arc not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is 
effective on the <U.tc whco\he affidavits or supporting do<:umcnts wen: due. The Lcssc:c shall be3r all responsibility for paying or causing royalties to be paid as 
prescribed by the due date provided baein. Paymc:m of the delinquency penalty shall in no way operate to prohibit the State's right offorfeiturc as provided by law 
nor act to postpone the date on which royalties were originally due. Tbe above penalty provisions shall not apply in eases of title dlspu2 as to the State's portion of 
the royalty or to that portion of the royalty in dispute as to fair marlcct value. 

10. (A) RESERVES, COmRACTS AND OTilER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with 
its best possible estimate Of Oil and gas~ 1.1Ddcrlying this lease Or allocable to this Je:ue and sh2JJ furnish said Commissioner with COpies ofalJ C0ntr3cts under 
which gas is sold or proeesscd and all subsequent agrecmcms and amc:odmcnts to suc:h cootrxts within thirty (30) days Uta entering inzo or malci.oc suc:h contracts, 
agreements or amendments. Such con~netS and agrcc:mcnts when received by the GcncnJ Land Office shall be bcld in confidence by the Cic:ncnll.and Office unless 
otherwise authorized by U:3sce.. All oth« c:ontrac:t:s and records pertaining to the produttioo, transportation, sale and marketing of the oil and gas produced 00 said 
premises, including the boolcs and ac:eount:s, receipts and discharges of all wells, tmlcs, pools, mctc:s, and pipelines shall at all times be subject to inspcc:tioa and 
examination by the Commissioner of the Gencra.l Land Office, the Attorney Gencra.l, the Governor, or the rcp=ntative of any of them. 

(B) PERMITS, DRD..LING RECORDS. Written notice of all operations oa this lease shall be submitted to the Commissioner of the GcncraJ 
Land Office by Lessee or operator five (5) days before spud date, workover, re-cnay, tmlpon.ry abandonment or plug and abandonment of any well or wells. Suc:h 
written notic:c to !he General Land Office shall include copies of R.lilroad Commission forms for appliea.tion to drill Copies of well tests., eompletioo reports and 
plugging rcporu shall be supplied to the General Land Office at the time they arc filed with the Te:u.s Railroad Commission. All applications, permits, reportS or 
otha ti.lings that reference this lease oc any specific weU on the leased premises and tha.t arc submitted to the Tex:u R.li1roa.d Commission or any other governmental 
agency shall include the word •state• in the title. Additionally, in 3CCOrd3n1:C with Railroad Commission rules, any signage on the leased premises for the purpose of 
identifying wells, tan1c baneries or other associated improvements to the land must also inc:ludc the word "State.• Lcs.sce shall supply the General L3nd Office with 
any records, memoranda, a.c:c:ounts, reports., cuttings and cores.. or other information relative to the operation of the abov e.<fescribed prcmisc.s, which may be 
requested by the Gcntnl Land Officx, in addition to those bacin expressly provided for. ~shall have an clectric:al and/or radioactivity survey made oa the 
bore-hole section, from the base of the swf~ casing to the total depth of well, of all wells drilled on the above described premises and shall transmit :a true copy of 
the log of each survey on eac:h well to the General Land Office within fl.ftt:en ( IS) days a&r the malcing of said sW"Vey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, docume.nts or other materials are not filed in the General L3nd Office when 
due. The penalty for late filing shall be set by tbe Gencra.l Land Office administrative rule which is effective on the date when the materials were due in the Gczreral 
Land Offi1:e. ' f 

• •• • • • • • • II . DRY HOLE/CESSATION OF PRODUCDON DURING PRIMARY TERM. U: during the primary tmn hereof and prior to discovery and production 
of cit ••835 on said land, Lessee shouJd drill a dry ho le or holes thereon, or if during the primary tam hereof and after the discovery and actual production of oiQDr 
gas•~ t'= leased premises such production thereof should cease from any cause, this lease shall not terminate if on or befo re the c:xpiral.ion of sixty (60) days frOm 
date o{ completion of said dsy bole or CCSS3tion of production Lessee commences additional drilling or reworking operations thc:rcon,.or pays or tenders the next 
ann~Ji~.<J'Oiay rental in the same manner as provided in this lease. If, durin g the last year of the primary term or within sixty (60) days prior thereto, :a dry hole be 
cor.1ijl~t;:~'\nd abandoned, or the production of oil or gas should cease for any cause, Le:ss«•s rights shall remain in full force and effect without further operatio~. 
until the cx,piration of the primary term.; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Less~ may maintain this 
le~~~ducting additional drilling or reworking operations pwsuant to Paragraph 13, using the C?Cpintion of the primary term :u the date of cessation of 
produ~tion under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the • 
primary term hereof; l..cssce may resume payment of the annual renul in the same manner as provided herein on or before the rental paying date following the 
expi•w•• ~f sixty (60) days from the dale of completion of such shut-in oil or gas well and upon the fai lure to make suc:h payment, this lease shall ipso facto 
tenru1latc. ~fat the expiration of the primary term or any time thereafter a shut· in oil or gas well is loca~d on the leased pn:misa, payments may be made in 
aCCQM~with the shut-in provisions hereof: 

• • 
12. DRJLUNG AND REWORKING AT EXPIRATION OF PRIMARY TER.'i. If; at the expiration of the primary tenn, neither oil nor gas is being 

produ~d on said land, but U:ssee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said wt:ll or for 
drilling or reworking of any additional well are prosecuted in good faith and in-wor1cnanlike manner without intcrruption.s touling more than sixry (60) days during 
any one such operation. and if they result in the production of oil and/or g:u, so long thereafter as oil and/or gas iJ produced in paying quantities from said land, or 
payment of shut-in oil or gas well royalties or compensatory royalties is ma.de as provided in this le:ue. 

13. CESSATION, DRilliNG, AND REWORKING. u: after the expir.uion ofthe primary tcnn, production of oil or gas from the leased premises, after 
once obtained, should cc:ue from any cause, this le:ue shall not terminate ifl..cssee commences additional drilling or rcworXing operations within sixty (60) days 
after suc:h cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in wor:k:manlike manner without 
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full forte and 
effect for so long as oil or gas is produ1:ed from the leased premises in pay ing quantities or payment of shut·in o il or gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by law. If the drill ing or reworking operations result in the completion of a well as a dry hole. the lc:ue '"'ill not 
terminate if the lessee commences additional drilling or reworking operations within sixty (60) days after the completion o f the well as a dry hole, and this lc3Se 
shall remain in effect so long as U:ssec continues drilling o r rcworlcing operations in good faith and in a worlcmanlilce manner without intcmJptions totaling more 
than sixty (60) days. Lessee shall give wriaen no tice to the <ft:neral Land Office within thirty (JO) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of th is pangraph. • we ll" mc:311S any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. u: at any time after the expiration of the prim:ll)' term of a lease that, until being shut in, was being mainllined in 
fo r1:e and effect, a wc:ll capable of producing oil or gas in pay ing quantities is loc::ucd on the leased prt:misc:s, but oil or gas is not being produc.::d for lack of suitable: 
production facilities or lack of a suitable market, then Lessee may pay as a shut· in oil or g3S royalty an = ount equal to doub le the annual rental provided in the 
le:ue , but not less th;m S1,200 a year fo r each well c :~pablc of producing oil or gas in p:~ying GU:mtities. lf?acq;saph 3 oft:hisle:tsc does ne t spcci f) a delay ~eA!1 1 
-~ •""' toll u' fo r the purposes of this par.~g.nph. the dc:l :~y rt: ntal amount shall be one doll ar (SI .OO) pc:r ac:c. To be effective , c:~ch initial shut-in oil or g3S royalty 

.. ,. ,. .. , 



must be paid on or before: (1) the expiration of the primary tenn, (2) 60 days after the Lessee ceases to produce oil or gas from the leased prcm.isC3. or (3) 60 days 
after Lcsscc completes a drilling or =voridng opcra.tion in accordance with the lease provisioas; whichever date is latest. Such payment shall be made ooe-half(1/2) 
to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid., the lease shall be consid~rcd to x 
• producing lease and the payment shall c:xtend the term of the lease for a period of one year from the end of the primary term. or from the first day of the month . , 
following the month in which production ceasC1:I, and, after that, if no ruitable production facilities or suitable marlcct for the oil or gas exisu, Lessee may extend the 
lease for four more succes.sive periods of one (I) year by paying the same amount each year on or before the expiration of each shut-in year. 

' . 15. COMPENSATORY ROYALTIES. u: during the period the I= is lcept in effect by p3)'1JICtlt of the shut-in oil or gas royalty, oil or gas is sold and · 
delivered in paying quantities from a weD located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in my 
case in which drainage is occurring. the right to continue to maintain the lease by paying the shut-in oil or P3 royalty shall =.but the lease shall remain effettive. 
for the remainder of the year for which the royalty bas been paid. The Lessee may maintain the lease for four more suc=sive years by U:ss« paying COitlpens3tory 
royalty .at the ~y~ty rate provided in the lease of the market valu_c of production from the weD ~ing the ~e ot which is completed in the ~e producing 
reservolt and wathin one thousand (1,000) fe:t of the leased prcnuscs. lbc compenntory royalty I.S to be p&Jd monthly, onc-half(l/2) to the Commusioncr of the 
General Land Office and onc-half(l/2) tD the owner of the soil. beginning on or before the last day of the month foUowing the month in which the oil or gas is 
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased premisc:s, 
If the compcnsa10ry royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
difference within thirty (30) days from the end of the 12-mooth period. Compens.a!Oty royalty payments which are not timely paid will accrue penalty and interest In 
accordance with Paragraph 9 of this lease. None oft~!= provisions will relieve Lessee of the obliptioa of reasonable development nor the obligation to drill offset 
wells as provided in Tc:~:as Narural Resources Code 52173; however, It the dctermirwion of the Commissioner, and with the Commissioner's written approval, !he 
payment of compensatOry royaltiC3 can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, af\c:r a well producing or c;1pable of producing oil or gas bas 
been completed on the leased premises, Lcsscc shall cxet"Cise the dilir ,.,c:e of a reasonably prudent opc:raiOr in drilling such additional well or wells as may be 
reasonably nec:ssary for the proper development of !he leased premis•.· md in marketing !he production thereon. 

(A) VERTICAL In the event this IC3Sc is in force and effect two (2) years after the C?CFir.ll.ioo date of the primary or c:xt.ended tcrn1 it shall then terminate: 
:as to all of the leased premisc:3, EXCEPT (I) 40 acres surrounding each oil well capable of producing in paying quantitiC3 and 320 acres surrounding cai:h ps well 
capable of producing in paying quantities (including a shut· in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in 
continuous drilling or reworking opentions, or (2) the number of acres included in a producing pooled unit pursuant to Taas Natural Resources Code 521 S 1-
52.153, or (3) such greala or lesser number of acres as may then be alloc:ued for production purposes to a proration unit for each such producing well under the rules 
and regulations of the Railroad Commission ofTe:us, or any successor agency, or other govcmmental authority having j urisdiction. If at any time after the effettivc 
date of the partial termination provisions hereof; the applicable field rules are changed or the :well or wells loc:ued thereon are reclassified so that less acreage: is 
thereafter alloc:~ted to said well or wells for production purposc:s., this lease: shall thereupon tennina.te as to all acreage not thereafter alloc:ued to said well or wells for 
production purposes. Notwithstanding !he termination of this lease as to 3 portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of 
ingress to and egress from the lands still subject to this lea.se for all purposes described in Paragraph I hereof, together with easemenlS and rights-of. way for existing 
ro'!~ !:6\ting pipelines and other existing facilities on, over and across all the lands described in Paragraph I hereof ("the rer:ained lands"), for a.cc:.:s.s to and from the 
re1Ulelltands and for the gathering or transportation of oil, gas ~d other minerals produced from the :-etained lands. ~ J 

•••• 
• • • • =<B> HORIZONTAL In the event this lease is in force and effect two (2) years after the expiration date of !he primary or e:xtended term it shall further 

tenniltate as tD all depths below I 00 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in Paragraph 16 (A) 
abo~ t~¥Jiess on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-b.a!f (1/2) of the bonus originally paid as 
co&,i~on for this lease (as specified on page I hereof). If ruch amount is paid, this lease shall be in force and effect as tD such deeper depths, and said 
tenninatiog shall be delayed for an additional period of two (2) years and so long thcreaftc:r as oil or gas is produced in paying quantities from such deeper depths 
co~~this lease . 

• SC> IDENTIACA TION AND FILING. The surf<= acreage retained hereunder as to each well shall, as nearly as pract ical, be in the form of a square with 
theMOI~eeated in the center thereof; or such other sl1ape as may be approved by the Commissioner of the General Land Offi~. Within thirty (30) days after partial 
termrnatio.r of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal d.escription o f the acreage and/or 
de~:Ctained hereunder. The recorded reiC3Se, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed 
by !h~ Gen~ral Land Offi~ rules in effect on the Cau: the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90) 
days after being requested tD do so by the General Land Office, then the Commissioner :lt his sole discretion may designate by written instrument the aaeage and/or 
depths to be released hereunder and record such iostruroc:nt at Lc:s.sec's expense in the county or counties where the lease is located and in the official reeotlis of the 
General Land Offi~ and such designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect 
!he oil and gas under the above-<lescribed land from being drained. Lessee, sublessee. receiver or other agent in control of the leased premises shall drill as many 
wells as the facts may justify 0111d shall usc appropriate me= and drill to ~ depth occc:ssary to prevent undue drainage of oil and gas from the leased premises. In 
addition. if oil and/or &as should be produ~d in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premise ; 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 !he drilling of a well or 
wells upon the leased premises within I 00 days after the draining wdl or wells or the well or wells completed within 1,000 feet of the leased premises start producing 
in ccmmercial quantities and shall prosecute such drilling with diligent:. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the 
soil's agency righlS to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his wrinen approval may the payment of 
compensatory royalty under applicable statutory p3S"3111elCTS satisfy the obligalion to drill an offset well or wells required under this paragraph. 

18. FORCE 1\-WEUR.E. If, after a good faith effort. Lessee: is prevented from complying with any express or implied cove:1ant of this lease, from 
conducting drilling opc:r.u.ions on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riolS, strikes, acts of God. or 
any valid order, rule or rcgl.llation of government authority, then while so prevented, Lessee's obli gation to comply w ith such covenant shall be suspended and Lesse: 
shal l not be liable for damages for failure to comply with such covenanlS; additionally, this lease shall be extended while U:sse: is prevented, by any such C3USe, 
from conducting drilling and reworking operations or from producing oil or ga.s from the leased premises. However, nothing in this paragn.ph shall suspend the . 
payment of delay rentals in order to maintain this lea.se in effect during the primary term in the absence o f such drilling or reworking oper.ltions Or productioodO~II ect 
or ,.as True an v orr 
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19. WAR.RAN1i' CLAUSE. The owner of the soil w=ts and ag:rce.s to defend title to the leased prem~ If the owner of the soil defaults in 
payments owed on the leased premises, thea Lessee may redeem the rights of the owner of the soil in the ~d prcmisc.s by pay ins any mortgage .• taxe3 or other r 
on the leased premises. If Lessee makes payments oo behalf of the owner of the soil under this paragraph. Lessee may m::over the cost of these payments from ~ens 
rental and royalties due the owner of the soil 

20. (A) PROPORTIONATE REDUCTION CUUSE. If the owner of the soil owns Jess than the entire undivided surface csta1e in the above 
described land, whether or oot Lessee's intereSt is ~itied hen: in. then the royalties and rental beTein provided to be paid to the owner of the soil shall be paid to him 
in the proportion wbic:h h\S interest bean to the entire undivided surface estate and the royalties and rental herein provided 10 be paid to the Commissioner of the 
General Land Office of thC State of Texas lhall be likewise proportionately n:duCC'd.. However. before Lessee adjusts the royalty or rental due to the Conunissioncr of 
the ~nera.l Land Office, Lessee or his autho~ representative must subntit to the CommissioOCT of the General Land Ofiic:c a writtc:n .statement wbic:h explains the 
discrepancy bcrwecn the interest pwportcdly leased under this I~ and the acrual intucst owned by tbc owocr oftbc soil. The Commi.slioner of the Gcnc:aJ land 
Offic:c shall be paid the value of the whole produc:tion a.llcx:ablc: to any UDdividcd in=t not covered by a le:LSC.. less the proportionate devclopmcot and produc:tioa 
cost alloc:able to suc:h undivi<kd interest. However. in no event shall the Commissioner of the Gcnc:nl Land Office n:c:civc as a royalty on the gross production 
allocable to the undivided intcn:lt not leased an amount Jess than the value of onc-sixtunth (1/.16) of suc:h gross.produc:tioa... 

(B) REDUCTION OF PAYMENTS. It; during tbc primary 1crm. a portion of the land covered by this lease is Included within the boundarie3 
of a pooled unit that has been approved by the School Lmd Board and tbc owner of the soil in a.ccordance with Namra.l Resources Code Sections S2.1SI·S2.1S4, or 
I!; at any time after the expiration of the primary term or the extended term. this lease cover3 a lc:ssc:r number of acTI:$ than the total a.roount desc.n"bcd herein. 
payments thu are made on a per la'C basis bcrcunder shall be n:duc:cd ~rding to the number of acres pooled, n:le:ued, s=dered, or otherwise severed, so lhu 
payments determined on a per aae basis undc:r the terms of this lease during the primary term shall be c.alc:ulated based llp<lll the number ofaacs outside the 
boundariC3 of a pooled unit. or, if after the expiration of the primary t.enn. the number of acres a.c::rually retained and covered by this lease. · 

2 I. USE OF WATER.. UJsee shall have the right to usc water produced on said land necessary for operations t111der this IC3.Sc except wall:r from wells or 
tanks of the owner of the soil; provided. however, Lessee shall not use pouble water or water suiuble for JivestoGic or irrigation purposes fo r watcrflood operations 
without the prior c:onsent of the owner of the soil 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property, improvements, 
Jivcstoc:Jc and crops on .said land. 

2J. PIPELINE DEP7H. When requested by the owner of the soil, Less~ shall bwy its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled ne:~n:r than two hundred (200} feet to any house or barn now on said premises without the 
wria.en consent of the owner of the soil. 

~ 
25. POLLUTION. ln developing this area, Lessee shall use the highest degru of c:are and all proper safeguards to prevent pollution. Without limiting the 

forego ing, pollution of coastal wetlands, na.tural waterwa}"3. rivc:r3 and impounded wuer shall be pt"eVent.c4 by the use of containment faci lities suffic:ient to prevent 
sp iJJ~;.-~age or ground wat~r contamination. In the event of pollution. Lessee shall usc all mcaJl.S aL its disposal to recap tun: all C3c:apcd hydrocarbons or other ~ 
polltlilnund shall be responsii>lc for all damage to public: and privau: properties. Lcsscc shall build and maintain fenc:cs around its slush. sump, and dr.linage'~it:s 
and ~4~\~r.batteric:s so as to protect Jivestoclc against loss, damage: or injury; and upon completion or abandonment of any well or wells. Lessee shall fill and level all 
slwl\~ a.4d c:cllall and c:ompletely cle:111 up the drilling site of all rubbish thereon. Les.sce mall. while c:onducting oper.Wons on the Je;ucd premises. Jce.:p said 
prcmis;s free of all rubbish. c:ans. boaJes, paper cups or p.rbage. and upon completion of operations shall restore the slll'fa« of the land to as ncar its original • ~ 
c:ondi~g~ l"d c:ontours as is practiC3ble. Tanks and equipment will be kept painted and prescnublc. f., 

• • f 
• • • \6. REMOVAL OF EQliTPMBIT. Subjec:t to limitations in this para.grapb. Lc:sscc shall have the right to remove machin.ery and fixtures t~laced by 

~ssa • • 4he le;ued premises, inc:luding the right to draw and remove casing, within one hundred twenty (120) days a.ft.c:r the expiration or the termination of this 
lease Wtless.the owner of the soil grants Lc:sscc an extension of this 120-day period. However, L=ee may not remove c:asing from my well capable ofproduc:ing oil 
and gas~n paying quantities. Additionally. Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the Gmc:ral 
Lln4 O~d to the owner of the soil. The owner of the soil shall bcc:ome the owner of any machinery, fixtures, or c:lSing which arc no t timely removed by Lessee 
under~e te~ of this paragraph. 

0 

•••• •• 
• Z'f. (A)· ASSIGNMENTS. Under the c:onditions contained in this paragraph and Paragraph 29 of this lease, the rights and esULcs of either party to this 

lease may be ;wigned, in whole or in pan. and the provisions of this lease shall extend to and be binding upon their heirs, devisees. legal representatives, succ:cssors 
Ollld assigns. However, a change or division in owner3hip of the land, rent.a13, or royOlltiC3 will not enlarge the obligations of Lessee, diminish the rights.. privileges 
and c:sutes of Lessee, imp:lir the etfec:tiveness of any payment made by Lessee or impair the effectiveness of any ac:t performed by Lessee. And no change or 
division in owne~hip of the land. rentals. or royOlltiC3 shall bind Lessee for any purpose until thirty (JO) days a.ft.c:r the owner of the: soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Lessee with satisfactory written evidence of the c:hange io ownership, inc:Juding the original recorded muniments of title (or a 
c:enified copy of suc:h original) when the owner3hip changed because of a c:onvcyanc:c. A total or partial assignment of this lease shaiJ, to the extent of the interest 
assigned, relieve and discharge: Less« of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage. the right and 
option to pay rentals shall be apponioned as between the several owner3 ratably, acc:ording to the area of e.:u:h. and failure by one or more of them to pay his share of 
the rental shall not affect this lease on the part of the land upon whic:h pro rau rental.s an: timely paid or tendered; however, if the assignor or assignee docs not fi le a 
certified c:opy of suc:h assignment in the ~neral Land Offic:c before the next rental paying date, the entire lease shall termjn31l: for failurc to pay the entire rental due 
under Paragraph 3. Every assignee shrul succeed to all rights and be subj ect to all obligations, liabilities, and penal tiel owed to the SL3.te by the original Jessee or any 
prior assignee of the le;ue, including any liabilities to the Sut.e for unpaid royrutics. 

(B) ASSIGNMEl'll LIMITATION. Notwithstanding any provision in Puag:raph 27(a), if the owner of the soil acquires this le;uc in whole or in pazt by 
assignment without the prior written approval of the Commissioner of the ~nc:ral Land Office. this lease: is void as of t.'1e time of assignme nt and the: agenc:y power 
of the owner may be fo rfeited by the: Commissioner. An assignment will be treat.ed as ifit wc:re made to the: owner of the soil if the ;wignce i.s: 

(I ) a nominee of the owner of the: so il; 
(2) a c:orporation or subsidiary in which the owner o f the soil is a princ:ipaJ stoclc.holder or is an employee of such a corporation or subs idiary; 
(3) a partnership in which the owner o f the soil is a partm · or is an employee of such :1 partnership; 
(4) a principru stodcholder or employee of the c:orporat.ion which is the: owner of the soil; 
(5) a partner or c:mployc:e in a partnership whic:h is the owner o f the: soil; 
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(6) a fiduciary for the owner of lhe soil; including but not limited to a guanfi.ul. trustee, executor, administntor, rec:eivcr, or co~rvator for th 
owner of the soil; or c 
(7) 1 f2rnily member of the owner of the soil or relatcd to the OWDCI' of the soil by nwriage, blood, or adoption. 

. 2!:. · REL~GS. Under tile COIIOilion!l conwncd in this paragraph a:nd Paragraph 29, Lessee auy at any time execute and deliver to the owner of the .so"l 
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or ponions, and~ 
relieved of all lUbsequent obliga.t:ions as to acreage surrendered. If any part of !his I= ls property surrendered, the delay rental due under this lease shall be reduced 
by the proportion that ~surrendered =age bears to the ac:rcage which was covered by this lease iromediau:ly prior to such surrender; however, such release will 
not relieve Lcs.see of any 1iabilitiel which may have accruc:d under thU lease prior to the Sllfi"CDder of such aaeage. . 

29. FlLll''G OF ASSIGNMENI"S AND RELEASES. If all or any part of this lease is zs:sipled or released, $Uch as.signment or release must be rcc:orded in 
the county where the land is siruatcd, m d the rcc:orded instnuncnt, or a copy of !he recorded instrument certified by the County Oerlc of the county in which the 
instrument is recorded, must be filed iD the General Land Office within 90 days ofdle last exec:utioo da.t.c accompanied by the prescribed filing fcc. If any such 
assignment is not so filed, the rights acquired under this lease shall be subjea to forfeiture at the option of the Commissioner of the Gcnenll.and Offic:c. 

30. DISCLOSURE CLAUSE. All provisions perWning to the le;lSC of !be abovc-desaibcd land have been inc:ludcd iD this instrument. including the 
st:Ucment of the true considera.tion to be paid for the execution of this lease and the riJhts and duties of !be patties. Any colla.tenl agreements concerning the 
development of oil and gas from the leased premises which arc not conWncd in Ibis lease render this lease invalid. 

31. FIDUCLARY DtJTY. The owner of lhe soil o~ the State 1 fiduciary duty and must fully disclose any faas affec:ting the Stuc's interest in the leucd 
premises. When the interests of the owner of the soil conflict with those of the Sta.te, the owner of the soil is obligated to put the St.atc's intcrcsts before his personal 
interests. 

32. FORFEITURE. lfLcs.scc shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized 
agent should knowingly make any false return or fa.J.sc re ;:-<· ~ concernin g production oc drilling. or if Lessee shall .fa.Jl or refuse to drill any offset well or wells in good 
faith as required by law and the rulel and regulations adop· J by the Commissioner of the Genc.r.l.l Land Office, or ifl.c:s.sce should fail to fi le reports in the manner 
required by law or fail to com ply with rules and regulations promulgated by the Gcnen1 Land Office, the School Land Board, or the Railroad Commission. or if 
Lessee should refuse the:: proper authority a.cc:ess to the records pertaining to opcra.tioru, oc ifl.cs.sec or an authorized agent should knowingly fail oc refuse to give 
correct inform:uion to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct Jog of any well. or i f Lc:sscc shall knowingly 
violate any of the materi.U provisions of this lease., or if this le:ue is Uligned and the Ulignmcnt is oot tiled in the General Land Offic:e as required by law, the rights 
acquired under this lease shall be subject to forfeirurc by the Commissioner, and he shall forfeit Slllm when $Ufficicntly informed of the facu which authorize a 
forfe iture, and when forfeited the area shal l again be subject to lc:ue under the tcrm5 of the Relinquishment Act. However, nothing berein shall be construed as 
waiving the 3Utomatic te rmination of this lease by operation ·,w or by reason of any special limita.tion arising hereunder. Forfe itures may be set aside and this 
lease and all rights thc:cunder reinstated before the rights o ! ~~ lher intervene upon satisfactory e-vidence to the Commissioner o f the General Land Office of fu ture 
complianc:e with the provisions of the law and of this lease and the rules and rcgul3tions th:u tn3Y be adopted relative hereto. · 

• • • • ~3. UEN. In a.ccordance w ith Texas Na.tur:ll Resout1:es Code 52..136, the Stuc shall have a first lien upon all oil and gas produced from the area covered 
by ttt5 lease to secure payment of all unpaid royalty and other sums of money tha.t may become due under this lease. By ac.~~· ~ce of this lease, Lessee grants the 
Sut.e,iAoolldition to the lien provided by Texas Narural Rc.scurccs Code 52.136 and any other applicable starutory lien. an e:tj'r.:.I.S contr3ct\131lien on and security 
inter•• m .:I leased minerals in and extracted from the leased premises, all proc:ecds which m.1)' accrue to LClsce from the sale of $Uch leased minerals, whether such 
proce~ arc held by Lcs.sce or by a third party, and all fiXtUreS on and improvements to the le=d premises used in connection with the production or pro=ing of 
such ~ minerals in o rder to scc:un: the payment o f all roy;Uties or otha amounts due or 1D become due under this lease and to secure payment of any damages or 
lo~~or may $Uffcr by reason of Lessee's bre:u:h o f any covenant or condition of this lcase., whether express or implied. This lien and security intei"C$lm:1y be 
foreclosed 'fith or without court proceedings in the manner provided in the Title l, Chapter 9 o f the Texas Business and Commerce Code. Lessee agrees that the 
Co~!UieQer may require Lcs.scc to execute and m:ord such instruments as may be reasonably nec=ary to acknowledge, ana.ch or perfect this lien. Lessee hereby 
reprcsc,t~ts that there arc no prior or superio r liens arising from and relating to Lessee's activitiel upon the above~cscribcd property or from Lessee's acquisition of 
thil ~case. ~hould the Commissioner at any time determine that this represent:Uion is not true, tbcn the Commissioner may declare this lease forfe ited as provided 
hci"Q&• •• • • • 

• • • • ~- POOLING. Lessee is hereby granted the right to pool or unitize the roy:Uty interest of the owner of tbe soil under this lease with my other leasehold 
or mi~eral i~tercst for the exploration. development and production o f oil or gas or either of them upon the same terms as shall be approved by the School Land 
Board and the Commissioner o f the General Land Office for the pooling or unitizing of the intcTeSt of the State under this lease p=tto Tex:u Nanu-al Resources 
Code S2.lSI-S2.1S3. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution n:quirc:nents sta.tcd in Tcx!I.S Natur.ll 
Resources Code 52. 152. 

35. INDEMNilY. Lessee hereby releases and dischargcs the Swc ofTexas aEd the owner of the soil, their officers, employees, panncrs, agents, 
con tractors. subcontr.lc:tors. guests, invitees, and their res pective successors and assigns, of and from all and any actions and caustl of action of every nature, or other 
harm, inc:luding environmental harm, for which recovery of damages is sought. including. but oot limited to, all losses and expenses which arc cawed by the 
activities ofL=ee, its officers, employees, and agents arising out ot: incidental to, or resulting from, the opcra.t:ions of or for l.c:ssc~ on the leased premises 
hereunder, or that may arise out of or be occ!I.Sioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or .strictly liable 
3cl or omission of Lessee. Further, Lcs.sce hereby agrees to be liable fo r, exonera.tc, indemnify, defend m d hold bannlcss the St.atc o f Texas and the owner of the .soil, 
their officers, employees and agents, their successors or assigns, a.gJ.inst any and all claims, liabilities, losses. damages. actions, pc-sonal injury (including deuh), 
cosu and expenses, or otller harm for which recovery of damages is sought, under any theory including tort. contTact, or .strict liability, including a.ttomeys' fees and 
othe r legal expenses, including those related to environmental ha.urds, on the leased premises or in any w:ry related to Lc.sscc's fai lure to comply with any and all 
environmental 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 
us sec's usc of the surface of the le!I.Sed premises; and those that m:~y arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement or any other act or omisSion of Lessee, its directors, officers. employees, panncrs. agents, contractors. subcontractors, &'JCSts, invitees, and their respective 
succ:ssors and assigns. E01ch assignee of this Agreeme nt. or an interest therein. agrees to be liable fer, exonerate, indemnify, dc:icnd and hold harmless the State of 
Texas and the owner of the soil, their officers, employees. and agents in the same m:ltlncr provided above in connection with the activities of Lessee, its officers. 
employees, md 01gcnts as described above. EXCEPT AS OlliERWISE EXPRESSLY LIMITED HEREIN, ALL OF TirE L"o"DE:\INITY O BLIGATIONS 
AJ~D\OR LIABILITIES ASSUMED UNDER THE TER.VIS OF THIS AGREEMEXT" SHALL BE wrrnolJT LIMITS A."<"D wrrnot.rr REGARD T O 
THE CAUSE OR CA USES THEREOF (EXCLl.l)!NG PRF.·EXISTING CONDffiONS), STRICT LIAB ILITY, OR THE ;"iEGLIGENCE OF ,>,;'iY PARTY 
OR PARTIES (INCLUDING THE NEGLIGE:-;CE OF THE INDEMNlFIED PARTY), WHETHER SUCH NEGLIG E;-.iCE BE SOLE, JOIJ'IT, 
C ONCUR.RE:TI, ACTIVE, OR PASSIVE. 



- ------ ------

•. . 

. 36. ENVIRONME'IT AL HAZARDS. ~e shall usc the highest degree of care and all reasonable safeJUMd.s to prevent ccntamilw.ion or pollution of · 
~y cnvll'Onmcntal medium, inc:loding soil. surface~ croundwucr, sediments. and surfac:.c or subsurface straU. ambient air or any other c:nvirorumntllmcdium . 
an. on. or under, the leased premises. by illllY waste, pollut.ant, or contaminant. Lessee sbalJ not bring or pcnnjt to remain on the: leased prcmisa any asbctos 
eonuining materials, c:xplosivc:s.-toxie materiab, oc- substan~ rcgulilllCd as h.u:3.rdou.s wastes. hzz:a.rdou.s nwcria1s, ha:zaldous substan~ (as the tcnn •lhurdou.s 
Substance .. is defined in the Comprehensive Environmental Respoa.sc. Compcns3lion and Liability Aa (CERCLA). 42 U.S. C. Seetiom; 9601, ct seq.). or toxic: 
subsunc:a under any federal. St3lc., or Joc:al bw or regulation ("lhzardous Ma.tcri.als"), c:xc:cpt orcfmary products commonly used in cci'II'ICCtion with oil and gas 
exploration and dcvelop~nt operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBmON 
SHALL CONSTITUTE A MA TE.R.IAL BREAOI AND DEFAULT HEREUNDER AAl> LESSLE SHALL INDEMNIFY, HOLD HARJ'riLESS AND 
DEFEND THE STATE OF TEXAS A."'lD THE OWNER OF THE SOU. FROM AND AGAINST ANY CI..AThiS, DA.~GES. JUDGMENTS. PENALTI 
LIABILITIES, AND COSTS (INCLUDING JU:ASONABLE ATTOR."'IEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING our OF (I) A ES, 
VIOLATION OF THE FOREGOING PROHJBmON OR (D) THE PRESENCE, RELEASE. OR DISPOSAL OF A.'N HAZARDOUS MATDUAI.s ON 
UNDER.,ORABOtrrl'HE LEASED PREMISES DURING LESSEE'S OCCUPA."'ICY OR CONTROL OF THE LEASED PREMISES. U:SSEESH.U.L• 
CLEAN UP, REMOVE, JU:.'rtE.DY AA"D REPAIR A.'N SOIL OR GROUNDWATER CONTA.\ollNATION A. "a> DA.\iAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY IL\ZARDOUS MATERIALS IN, ON, UNDER. OR ABOUT THE LEASED PRE.\oiiSES DURING LESSEE'S 
OCCUPANCY OF THE LEASED PRDflSES IN CONFORMANCE WITH THE REQtmU:.\fi:m'S OF APPUCABLE LAW. TRlS 
INDE."rfNl.FFCA TION A."'D ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, UABILITY FOR RESPONSE AcnONS UNDERT ~ 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGUL\TION. LESSEE SHALL Il't-L'IEDL\TEL Y GIVE THE STATE OF 
TEXAS AND THE OWNER OF THE son. WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. UPON 
LEAR. "'liNG OF THE PRESENCE OF ANY HAZARDOUS MA TDUALS, OR UPON RECEIVING A NOTICE FROM A.'N GOVERl'~~~AL 
AGENCY PERTAINING TO HAZARDOUS MATE.RIALS WIDCH MAY AFFECT THE LEASED PRE.\iiSES. THE OBUGA TIONS OF LESSEE 
HDU:UNDER SHALL SURYlVE THE EXPIRATION OR EAR.UE.R TER.\ollNA TION, FOR ANY REASON, OF THIS AGREL'fENJ". 

37. APPUCABLE UW. This lease is issued undc:r the provisions ofT= Narunl RcsoUICCS Code 52..171 throu~ 52.190, ccmmonly known u the 
Rl:linquishment Act, and other applicable .st.arutc3 and amendments thereto, and if .111y provision in this I= doc.s not conform to these surutcs, the stan.ues will 
prevail over any nonconfonning lease provisions. 

38. E.XEctJTION. This oil and gas lease must be signed and xknowledged by the Lessee before it is filed ofrcccrd in the county records md ill the 
General l:U'Id Office of the Stai.c ofTexas.. Once the filing requirements found ill Paragraph 39 of this lease have been satisfied, the effeaive <We of this lease shall 
be the da.te found on Page l. · 

39. LEASE FlUNG. Purnlant to Olaptcr 9 of the To:as Business and Commerce Code, this lease must be filed of record in the office of the Cnunty 
Cte.rlc in any county in which all or ""Y part of the leased premises is IOC3ted. and certified copies thereof must be fLied in the Gcne::l.l Land Office. This le:lSe is not 
effective until a certified ccpy of this le= (which is made and certified by the County Clerk from his rcccrds) is tiled in the General Land Office in accord:111c: with 
Texas Narura.J Resources Code 52.183. Additionally, this lc:l.Se sllall no! be binding upon the S!.a.te unkss it recites the acrual and !rue consideration pa.id or promised 
for c:x.ec:ution of this lease. Th.e bonus due the Swe and the prescribed tiling fc: shall accompany suc:.'l certified copy to the G=cral Land Offic:. . : 

••• • • • ••• .... 
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additional lease provisions. 

TITLE: __ --::----.:::-:~-----

DATE:_-+-z~-drf::::...~.o_,.,~-...L-2lo£._J __ _ 

STATE OF TEXAS 

STATE OF TEXAS 

True and eorree£ 
copy of 

Original filed in 
Reeves County 

Clerks Office 

... 



~AnOF ____ ~~~--~Q$~--~---
COUNl"Y OF __ tv\__;,1 d~L0\1\C(;..:.___.:..,_ __ 

BEFORE ME. the undersigned authority, on this d2y personally appearcd _____ ·CQ_;,_M);..=..:~-~-+f"'L~~~-=:~;.:_..:...... _____ _ 
known to me to be the ~n whose name is Sllbscribcd to the forei()ing instrument, ~==================~f-

.· 
.;::=7====::;==:;:;::;=::;:::::;:===::;:;~==:::::;:==:;=:::::;=::;::==7=7=:=;=;:;::.md acl:nowledged to me that be executed the same 
for the purposes and eonsidention tbcRiD c:xpre:swJ. in tbc capa.c:ir:y staLed. md as the act and deed of said ccxpof3tion. · 

Giv~~d<•my...,dm.,.,ofofl!=thhlh< ZCJ. dqo( ~~~ 

Not31)' Public In and for ___ ~._~-""'=-----
~ ACl<NOWl..EDGMENT) 

-~ 
BEFORE ME. the undersigned authority, on this day personally appared. __ .wJ..~..a .... h.,.n....._.A:>..a.., .... "S .... t..., • .._r~yskr.,o;;u:y....._-_----=S=-t.:....xv..::r:....;s~k-lyL--____ _ 

known to me to be the penon ~e name is subscribed to the forei()ing i.nstnlmcnt, as __ __.~c_,au.=T..,..r.~.<n~su.t..~:e;:~;e;:...... _________ __,:of 

-;--=t~h~e::......:H..:.:O::.U:::.S::::..:::t::::O:.:..n~a~n.:..;d::.....,Erruna::::.:.::.:.:::....,:.H:..:i~l::.:l::_T~r..::u:::s:..:t:.....:E::s:..t:..a=::-t.:::e=----:---:---:-----:--:--:--:-"77":-:aod adcDawledged to me tha1 be c:xecut.ed the 3arnc 
fo r the purposes and considcr.Won therein expressed, in the capacity s=d. :md as tbc ou::t and deed of said~ trust . 

Given under my h:lnd and seal of office this the l 4 t h day of 

( -~:;;.- ·~, '•.; '* Si-;t:rU, D. RICHARDS 
Nj:~~J Public, State at Tms ( '( *~ :~.reor.-missl;n E~ruJur. e 27 ~A<> I 

~? . 

Nobty Public in and for_T_ a_r_r_a_n_t __ C_o_u_n_t_y_ ' TX 

• •• 
ST A ~'Qlj, • TEXAS (INDIVIDUAL ACJ<NOWLEDGMENT) 

cow.r.;cy TARRANT 

• Befo re me. the undersigned 3uthority, 00 this d3y pcnonally 3ppe3t'C:d v i rgjnj a Gl eon H i 11 Latti more I Indi v i dually 

ij.. d . 1:' 
rw1 ifi Co Trustee of the Houston an Err«Da H1 ll T m st r.state 

kno wn ~e to be the persons whose n3me.s are subscribed to the fo regoing instrument. and aclclowledged to me that they aec:utcd the same for the purposes and 
eonsi61~~ therein expressed. 

• • 
• Given under my hand and seal o f office this the. __ l_4_t_h ___ d.ay of w:mbe r 19 98 

~[;:()_~ • •••••• • • 
• •••••• • • 

+~--ti·• • .-;,,~\ Si-:EILA D. RICHARDS 
• Nj!Jry Public, State at Tms 

• . ., :o~r Comml$$lon Elplrts Jur,. 27,~ I 
'l<'· ~ 

STA n OF ___ T_E_XA_S __ ' _ ____ _ 

COUNTYOF ___ T_A_R_R_A_N __ T __________ __ 

I
. . T a r r a n t Co u n t y , T X Noury Pub 1c 111 and for _____ ____ _ 

(INDIVIDUAL ACK.'lOWLEDGMENT) 

Befo re me, the undersigned autho rity, on this day personally appe=d James Robert Hill, Individually and as 
Co-Tr ustee of the Houston and Emma Hill Trust Estate 

lcnown to me to be the persons whose names arc subscribed to the foregoing instrument. and aclcnowledged to me that they executed the s3tne for the purposes and 
cons ideration therein e:tpressed. 

Given under my hand md se3J of off}ce this the ] ] t b 

a;-;;;_~ ( 

-.. St-:Eil.A D. RICHARDS 
II.;!JI)' Pubt:c, State c;l Trus 

\ ~ :~ Cot-mlss'O'I bpi res J~ne 27, ~t>l 
\ - ~J' 

,,,., ~~::btJ. R;&~ 
NouryP.Jblic inandfor Tarrant County , TX 

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 betw~n Virginia Glenn Hill Lattimore,~ 
James Robert B ill and John A. St~sky, Co-Trustees of the Houston T .. 

And Emma B ill Trust Estate; Virginia Glenn Hill Lattimore, Individually; and 
James Robert H ill, Individually, as the owner of the soil, and Clay 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 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 premjses as property of 
the owner of the soil at the expiration of th is 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 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 
• • •onlry those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of ••• 
.. ~e leased premises. 

• • • •• • 
7 . • Notwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not 
• • • l'eUute any water aquifers or fresh water in, upon or und~r the leased premises, and Lessee agrees to notify the owner of the soil 
.. ~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 • assjgns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional 
•:•dUtage to the owner ofthe soil's other land and crops . 

• 
9~:·uj:,;n 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. 

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 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. 
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Q Gmnl L.o'd Om" 
R e.Jlaquisbmat Act Lu3c Form 
Rcvbcd, September 1997 

TiilS AGREEMENT is made and ctued into th..il_l9__day of ...AJl..g:]t.,c:t 19....9..8...._. berw= the Stau ofTc=s, acting by and throug!l its 
~~~ KPW Rey~cable Trust; MSW~ocahierTrust; and HLH Revocable Trust 

of 
------~s~s~a~~B~a~l~l~e~y~,A~v~e~.-,~s~u~l~t~e=--3no~2-,~F~'o~r~t'-w~o~r~t~h-,~T~e~x~a~s=---7~6~170~7~--------------~---d-~--~-,--

<Give Pam.ancnt Adacss) 
he..-ein referred to a.s the owner of the soil (whc-..ha one or more), a.nd. __ ...:C;.;l:..::a;:..Y.z._...:J:::...::o:.;hn:.=::.:s=o~n~---::-----:--:--::-------

203W . Wa ll. ~nit-.:>800 of 
Midland. ·Texas 79701 

(Give P=mcn:t Address) 
lu=inahr called Lessee. 

I. GRANITNG ClAUSE. For and in coruidcr:Ition of the amounts st:lted below ;md of the covCllants and agrc=ts to be paid. kept and perfcm:ed by 
Lessee under this lc:~.SC, the SULe ofTcus ac'.iog by and through the owr= of the soil, hereby g:r-mts. l= and lets unto Lessee. for the sole and only puryos: of 
prospecting and drilling fer and producing oil ar.d ~35. laying pipe linel, building L:1nks, stnring oil 30d building powers~ tclephoce Jinc,j z.nd other s:r.Jctu= 
thcn:on, to produce, save., talc:~ oC.. ll'e3.t and :r.msport said products of the le:uc, the: following J:u~ds situau:d in Reeves County, SUL: 
ofTcxJS, to-wit: 

... . 

T h e E/2 of Section 31, Block 56, Public School Land Survey, 

Save and Except the N/40 and t~e S/122 . 5 

con·tai~ins • 15 7 . 5 acTC:S, rnor: or less. The bon1.:3 consider:Uion paid fe r th..ill= is ::s follows: 
•••• • • • •• • 
• 

•••• • • •••• 
• •••••• • • 

• 

To th: St.at.e ofT=: Nine Hundred Two a nd 35/100---------------------------
C<Jilars (S._---'g:;1J..Lo .... 2--.;3l-..5,.__ ____ > 

To the ownc:r ofthe soil: Nine Hundred Two a nd 35/100-------------------------­

Dollars (S 9 0 2 • 3 5 

Toul bonus coruidc-r.uioo: O n e Thousand Eight Hundred Fou r and 70/100----------
Doll:lrS (S 1 , 8 0 4 • 7 0 ) 

• •••••• 
Th! tolill"';)onus con.sic!era.cion paid re;:~rc:se:lts a bonus of. ___ .::.F..::i::.;f::..::t~y.__.:::a:.:n=d:.,._;N:.:.:::o<.-/::...:::1'"'0._0..__-_-_-::::--::-:----::::--::-:-:---------------------------
_._.,_ • Dollars (S 50 00 ) per;u:;-:,oo 36 . 0q4nc:t=. 

• • 
2. TER.\1. Subj :ct to the other provisions in t.'l is leas~. this lc::!Se sh:lll be fo r a term of Five ( 5) vears from this~ 

(hc::ein Q.!lcd "prim:uy t.c.";'ll•) :llld a.s loog the~after as oil and gas. or either ofthe;n, is produc:.:d in ;:aying qu:lllticcs from said land. 
As used in this l~e. the term "produc;d in p:rying quantities" me:ms th31 the receipts from the sale or other ;lllthoriz.:d COilllr.ereial use of the subst:lllc:(s) covered 
c::xcc:c:d out of pod:er opcr.uional c:xpc:ue:s for the six months IO!St past. 

3 Delay Rentals If 011 or g:IS in paying quantities IS not bemg produced from the prem1ses on the first anmvers:10 date of th1s LeJSe and there :ue then no dnllmg 
operations being conducted on the prem1ses. then th1s kJSe shalltenmnate unless. on or before such :lllni\CrS:ll) date. L.:ssa sh:11l p:l~, \1; d1rectl~ to the O\\n~: of th~ so1l 
and a hke amount pa1d or tend~red to the COi\L\liSSJO, ER OF THE GENERAL LA:"D OFFICE OF THE STATE OF TEXAS, AT AVSTI)J, TEXAS. a dday rcnt:llm 
the amount spe~i fied 111 the follo\\ing scheduk multiplied by the number of acres then .:overed b~ L~1s kase. \\h ieh paym~nt. \\hen umelv made, shall continue th1s le:t;c ior 
a period of one ( l) addn1onal year. In hke mann.:r :llld upon pa~ment of the antounts set out 1n the following schedule. this lease may be -further continue tor suc:cssl\c one· 
year periods dunn:; the prim:10 term of this leJSe prov1ded th:!t pa~ment IS made on or be tore the anni' ersa~ date 

Ann I\ ersan Date DeJa,· Rental per :\ere 
F1rst S I 00 
Second S 1.00 
Third S 16.67 
Founh S 16.67 
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. 4. PRODUcnON ROYALTIES. Upon production of oil and/or gas, ~s~e agn:.:s to pay or c:lUSe to be paid on.:-half (l/2) of the royalty 
prov1ded for in this lease to the Commissioner of the General Land Offic:: of the St.3Le of Texas., :u A ustin, Texas, and one-half (112) of such royalty to the owner f 
the soil : 0 

(A) OIL Royalty payable on oil, whic.'"l is de5ncd as including J.ll hydroe:lll:on.s produc::d in a liquid fo rm at the :r.outh o f the well and also as all 
condensate, distillate, :1.1d other liquid hydroc:lrbons rccove:-ed from oil or ga.s run through a S<:;lanLCr or other eGU i2!f1e:~t, as here in aft:: provided, shall be 

3 /] 6 put of the gross pro due-.ion o r the ma.rlc<t v:l.lue thc.-eof, :u the option of tl:e own:r of t.':e soil or the Commissioner of the 
General l:llld Offic::, such v:l.lue to be dc--=ined by I ) the rugbcst posted pric::, plus pr:::1iu.rn, if JOy, offered cr paid for oil, condensate, cfis"..ill:ue, or other liquid 
hydro.;;uboru. respectively, of3lilce type a:nd g;.IVity in the general ar::~ where produc::d and wt=l run, or 2) tl:e highest marlc:t pric:: thc:-..of offend or paid in the 
go:::~er.LI area where prodlk.ed and when run, o r 3) the gross proceeds of the s.:Ue t.'l.erect; whichever is the grca.tcr. Lessee agre-...s th:u before a:ny gas produced from th 
leased premises is sold, used or pnx=d in a plant, it will be ;un free of cost to the royalty ownen through an adequate oil and gas separ:uor of conve:~tionaJ type, 

0
e 

oth~r equipment at lean a.s efficient, so L'la:t all liquid hydrocarbons n:cov=lble from the gas by such !IICJJU will be recovered. The requirement th<lt such gas be run r 
through a scpara.t.or or other equipment may be waived in writing by the royalty owners upon sucb te:ms and conditions as they prescribe. 

{B) NON PROCESSED GAS. Royalty on 2.ny gas (includL1g flared ga.s), which is defmed as all hydro=bons and gaseous substanc:e.s cot defmed 
as oil in subpangraph (A) above, produc::d from any well on said lz.nd (c::cc...-pt as provided haein with respect to &as proc=d in a plant f~ the extraaioo of 
g:uoline, liquid bydroC3fbons or other Jlrodue::s) shall be 3 I 16 Jl:Ut of the gros.s !'roduc:<Jon or the marlcet value the:eot: at the option of the 
owner of the soil or the Commissioner of the Gcneral.l.lnd Offi=. such value to be based on the bigllest marlcet pri~ paid or offered for g:u of comparable quality in 
the ga!Cr.LI ~ where produ~d and when run, or the gross pri~ paid or offered to the produc:r, whichever is the gr=tcr; provided that the maximum pre:ssure base 
in me:uurin g the gas un de.r this lease sh.J.ll not u :111y time exceed 14.65 pounds per sq Wll'C inc. 'l a.b:so lute, and the standard base tan pc:ratl.1r: shall be sixty ( 60) 
degrees Fahrenheit, correction to be made for press..u-c a.ccording to Boyle's L3w, :and for specific gravity a.cccrding to tests made: by the Balanc:: Method or by the 
n:cst approved method of lCSting being used by the industry at the time of tc:3ting. 

(C) PROCESSED GA.S. Royalty on any gas p roc:.ssed in 3 gasoline pl30t or o t.'lc:- plant for the recovery of gasoline or other liquid hyd.roc;ubons 
sh:JJ I x 3/16 part of t.':= residue ~as and the liquid hyC.-oa.-bons c:::cmc-..:d or the rrorlcet value t.'"lc:rcof, at the option of the: 
ownCJ of the: soil or the Commissioner of the Gc..,enJ L:111d om~. All royalties d ue: herein shall be based on one hundred pc:c.:;;t (100%) of:!Je total plant 
prcduction of residue gas :11lribut:lble to :sas prcdu~d froe1 :..'lis lease, and on fift-t percc::1t (50~'.), or that perc..~t ac;;ruing to Lc:.s!~ ::., w!Uchc:va is the gre:u.:r, of the 
totll plant production ofliquid hyd.roc:!Jbcns awi butable to the gas produ~d from L'lis lease:; provided t.~at if liquid hydrcc:ui:xms are n:cove:-ed from gas proces~d 
in 3 ;:>lant in which ~e: (or its parc:1t. 5:Jbs:diary o r il.f:!:aL:) owns an inte.-::st, the:1 the pe:ce::c.g: J.!lplic;ilile to liquid hydroCM!:ons ~"'a..l X ftfiy pc:~nt (500/o) or 
t.'le higllest pe~nt JC..-:\Iing to a third pa..-:y ;:>rcc.:..sslng g:tS t.'-.rcug..'l suc!'l ;:>I ant und:r 3. pro~ssin:s Jf;r!::nent cegota:cd at = 's lc:-..;t-'1 (or if there is no sue~ third 
p:u-:y, the highest pc:ce::t t.'lc:n be:Z,g spe:i iied in proc::ssL1g ~-=~e:l ts c r ccntr:le:.S in the ir.dustry), whichever is :he g;rc:u:r. The: n::;pe::-::ve royalt:e:; on residue gJ.S 
an4~1i t.~wid hydrcc:\rbon.s s!Jalll:e t!e:e:-:-t.ined by i) the: highest marl<:::! pric:: p;Ud or ot:c:r::d for any g::s (or liql.:i~ ·~yd.rcc:utcr.s) ofcomp3~lc: qual: ty in the 
g~:-.~aJ•!!ea. or 2) :.he gross pric:: paid or offe:-e::! !"or such res:c:.:c p.s (or t.'le wcight::d 3V:r.lge g;-oss selling pri~ :c: th:: ~pcc:ive g:rat!cs oAiquid hy~ns), 
wh,j~e~is the gr:.:Jte~. In no event, hcwevc:-, shall t.i:: :oyaltic;:; payable: ur.dc:r tbis pangr:1ph be lc:.ss L'"lan t.'lc: royalties which would have be:n due: had the g:tS not 
bec:f "rOCI!.SScd. . { 

• • •• • (D) OirlER ?RODUCTS. Ro:o-alty o n c~n blaclc, sulphur or any other produc-.s produc::l or manu!:ac:ur:d =nt7: .;a.s (e~e: j:)cng]iGuid hyd.roc.ybons) 
wli~hr,.s\id gas l:c · casinghead,· "dry, • c r any othe: g3S, by fr->..c:.ionating. bc.r.ling or any ot.'ler ;:>rcc::;sin& shall ;,c: ! 3/1 fi ·· pan of the 
g:os.s prc~uction of sue!-! products, or the ::1a.r.ket value the:eof, ar the option of the ownc:: of the: soil or the: Ccmmissionc:r of the Gcne:-.!n ... llldtOf!ic~. suc!'l :narlcet 
"(.aCt 1.\f~ de:e;-;nined as fellows: I ) on t.'le basis of the highes: market price o f e:Jch product for the sa'Tle mont.'l in which such produc:' is pr&luc: d, or 2) on the: 
bJ.Sis_of the avc::age gross sale pri~ of ::='1 proc!uct for the sa:ne mont.'l in which such ;mYiuc~ ~ j:)roduc::d; whichc:ve: is t.'le gr-.uer. ~ 

I . . 
•! • • •! 5. l'vUNIMVM ROY .AL TY. Duri:1g any year afte~ the: expir:~tion of the primu-1 ter-1 of±is leJSe, if this lea!c: is maintained !>y pro'~uction, the royal ties 

pajd un!er this lease in no event shall be less t.'lan :1.1 amotL1t equ.al to the toul arl!lual dc:la.y rental he:-:: in provic!ed; otherwise, there sbail be dGe and payable on or 
b.:OC• ~last d:~y o f the mo nth succ.:cding the a.rl!l ivers:uy d:ue of this leJ.Se 3. sum equal to the :ot:z.l mnual n:n:::U less the amcUSlt ofroyalte$paid during the 
pr:::.:dir1'g ye:u. IfP~:::paph 3 oft!-Ji:J le:lJe dow not Jpeeif; a del a) re11WII M\8\IAI; lhe11 for the pur,:oscs o f this paragr.~ph., the delay rental amount shall be: one 
dollar (S 1.00) pe~ Jc:e. . 

6. ROY .AL 11' IN KIND. NcrNithsunding my other provision in this le:J.Se, at any tL-ne o r from time to time, the owner o f tbe soil or the Commissioner 
of t.'"le Gener.LI Land Office may, :u the option c f c: ithc::-, upon no t less than sU.-.;( (60) J:~ys not.!u to :he holder of the lease, require that the payment of any royalties 
acc::uing to such rcyJ.ity owner Wldc:r this :e:JSe b<: :n:uk in kind. T ne owner of .'lc soil's or the Co mn:issioner of the Gc::eral .l.lnd Offic::'s right to talc: its royalty in 
kind shall not d iminish or negate t.'lc: o~er of the soil's o r the Commissioner of t.'le Gcnc:nl Lmd OF.:~'s rights or Lessee's obligations, whe:!Jc:r e:tprc:ss or implied.. 
und er this lease. • 

7 . NO DEDUCTIONS. Lesse: a.gre:.s t.'"l:u all royal~e.s 3Cc:.ruing under this le:l.Se (Including those paid in kind) shall be ~thout de duction fo r the cost o f 
produc ing, gat.'"lering, Storing. separ.uing. tR:ui.ng. dehydrating, compressing. p=ing, IT.ln.Sporjng, and otherwise: malc.ing the oil, g:JS and otr.er products · 
her::mder re:1dy for sale or use. Lessc:: ~...s to comput.e and pay royalties on the gross value rec.:ived, including J.nY n: imbursemcnts fo r sever:111c:: bXCS and 
production rel:ued costs. 

8. PL.A.'IT FL"E.L A..'ID RECYCLED GAS. No royalt-1 shall be payal:le o n any gJS as may represent this le as: 's proportionaL: sn = or any fuel used to . 
proc:.ss ps produc:d here under in any pr:x::.ssing ?IJ.tlt. Ncrwithsunding any other provision of :his lc::l.Se, and subject to t.'le writte n consent of the owner o f th~ SOil 
:1.1d :r.c: Commissioner o f the General L=d Offic::, Lc:.sse : m1y r.:C'jcle ga.s for _sas lift purposes on the: lc:J.Sed pre:nises o r fe r injection inlo :my oil or gas j)roduclllg 
forr.:ation underlying th e leased pr::mises m:r the liquid hydroc:!!bons cont.air:c:d in L'le g:lS have 'ec:: :-1 re:noved; no royalties shall be papc!e on the 1ecycled gas 
Wltil it is produced and sold or •.JSed by ~sse: in :1 m:lllller whic~ e:11itles the royalty owners to a royalty Wlder this le J.Se. 

9 . ROY .AL 11' PA '0.rE'ITS A.'fD RE?ORTS. All royalties no t t:lk:n in kind shJ.lll:e p;Ud to the: Commiss ioner of t.':e Ge::c:-3.1 L3nd Office :u Austin, 
Tex:;.s, in the foll owing ma.nr.c:r: 

Pl;'mcnt of rcyalty on produc:ion of oil J.nd gas shall be: as provided in the rules set forth in th: Te::::as Regis:::. Rules cu.--.,:ntly prcvicc L'lat royJ.Ity_on oil is due 
and :n...st be r: c::vd in :.h: Gen~ral Lllld O fli::.: on or be fcrc the 5th d:1y of t.'lc second r:~onth scc":-d ir.g the ::~o nt.': c i ?TVC~c:ion, and ro~alty en g:lS IS. d:e. an~ the 
rr.us1 !lc received in the: Gc:ne:-al L:111d Off: c.: e n cr be:"c r: the: 15th d:1y of the: s.::ond month suc~::l 1 ng t.'le month C! ;:>roduc:.~on, ac::omp:1.11ed by :r.c :uT:d~vlt ~. f 
own::. mJ..,:lgc:r or other a~:thorizc:d Jg:nt. compl :tc:: in :he form ::~nd m:ll1n:r pr:scribed by :he Gc:~: nl Land Offic: and ~howing the: g;:.ss a.rnount and d! P?51u~n, 0 

:111 oil 311d ga.s produc:d md the m:u-ket v:!.luc of the oil and glS. tcg~ i.hcr with :1 copy o f J.il -.ccurr.: :1ts, rccores or r: ~cru ~n:irm: ng t.'lc ~css proc!~:c lion. Clspcs.t.on 



'I and matlcet value Including gas meter readings. pipeline receipts, g.a.s line receipts aod other chccl::s or memoranda of amount produced and put into pipelines, tanla 
or pool.s and gas linc.s or gas stQraac, and any other reports or records which the General Land Office may require to verify !he gross produc:tion, disposition and ' 

' marl:et value. In all cases the authority of a manager or qcnt to act for the Lessee bcrcin must be filed in the GcncnJ Land Office.. Each royalty payment shall be 
~mpanied by a check: stub, schedule, surnnu.ry or ocher mnJaanee adviee showi.a& by tbe assipcd Gcncrall...md Office lease number the amount of royalty be. 
pud oa each lease. It Lessee pays his royalty oa or before thiny (30) days al\.cr the royalty payment was due, then Lessu owes a penalty of S% on the royalty or 1111 

$25.00, whichever is peatcr. A royalty pll}'lllent whlch is ovc:r thirty (30) days late shall ac:aue a penalty of IG--' of the royalty due or $25.00 whicbc:ver is &1'Qtcr 

In addition to a penalty, royalties shall acaue interc$t at a rate of 12% per yur, such interest will begin a.cauing when the royalty is sixty (60) days overdue.. · 
Affidavits aod supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is 
effective on the dUe when the affidzvits or supporting documents were due. The Lessee s!W.fbc.ar all responsibility for paying or causing royalties to be paid as 
prescribed by the due date provided herein.. Payment of the delinquency pcna.lty shall i.a DO wzy opcntc to proh.ibit the State's right of!orfeitute as provided by ~w 
nor act to postpOne the date on wb.icb royalties were originally due. lbe above penalty provisions shall aot apply in cues of title dispute as to the State's ponioa of 
the royalty or to that portidn of the royalty in dispute as to fair marlcct value. 

10. (A) RESERVES, CONTRACfS AND OTiiER. RECORDS. L.c:ssee shall annually fUrnish the Commissioner of the General Land Office with 
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furaish said Commiss:ioner with ccpies of all contracu under 
which gas is sold or pro.cc.ssed and all subsequent agreementS and amendments to such ccntracts within thirty (30) days after entering inW or m.alci.ag such contrac:ts, 
agreements or amendments. Such contncts :and agreements when received by the General Land Office shall be bdd in ccnfidcnce by the Gc:neral Land Office unless 
otherwise authoriz.cd by Lessee. All other contracts and =rds pcrtainina to the production, ttamporwion, .sale and marlating of the oil and gas produced 00 said 
premises. including the boolc:s and accounts, receipts and d.isclw'ges of all wells. tanlc:s, pools, meters, and pipelines shall at all times be subject to inspcctioa and 
examination by the Commissioner of the General I...and Office, the Attorney General, the Govmlor, or the representative of any of them. . 

(B) PERMITS, DRll..LlNG RECORDS. Written notice of all opcral.ioos oo this lease shall be submitted to the Coounl.ssioner of the Ga1cnJ 
Land Office by Lessee or oper.uot five (S) days before spud date, worlcover, re-cnay, temporary abandonment or plug and abandonment of any well or wells. Such 
written uotice to the Gco.eral Land Office shall include copies oflUilroad Commission forms for application to drilL Copies ofwell tests, completion reports.3Dd 
plugging reports shall be supplied to the General Land Office at the time they are filed with the Tc:us Railroad Commission. All applications. permits, reports or 
other filincs that reference this lease oc any spec;itic well on the leased premises and that arc submitted to the Texas Railroad Commission or any other governmental 
:qe.ney shall include the word "State" in th.e title. Additionally, in ac:cordanee with Railroad Commission rules, any signage on lhe leased pn:misc.s for the: purpose of 
identifying wells, tank batteries or other as.socia~ed improvements to the lmd must also include the word "State. • Lessee shall supply the General Lmd Office with 
any reccrd.s, manoranda. a.c:c.ounts, reports, cuttings and cores. or othc:r information relative: to the operation of the above-described prc:mises. which may be 
requc.sted by the Gcnenl Land Office, in addition to those herein expressly provided for. Lessee shall have an dectrical and/or radioactivity survey made on the 
bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above desc:ribed premises and shall transmit a ttue copy of 
the log ofca.ch survey on tach well to the Genc:ral Land Offiee within fl.fteen (IS) days after the making of said swvey. i 

••• 
• • • •• • (C) PENALTIES. Lessee shall incur a penalty whenr:vcr reports, documents or other materials are not filed in the General Land Office when 

~ue. ,The penalty for late filing shall be set by the Gcnenl Land Office administra.tive rule which is effective on the date when the matc:riw wen: due in the General 
!...am ~~(:C. ·-·· •• • 

• II . DRY HOLE!CESSA TION OF PRODUcnON DURING PRIMARY TER..\-l U: during the primary term hereof and prior to discovery and production 
of il~ !>Pbs on said land, Lessee should drill a dry hole or holes thereon, or if during the prim3ry term hereof and aftu the disccvery and acrual production of oil or 
gas ~Mthe leased premises such production thereof should cc.asc from any cause. this lease shall not terminate if on or before the expiration of sixty (60) days frOm 
di4F.~f.ci%'1Pic:tion of said dry hole or cessation of production Le.ssee ccmmcncc.s additional drilling or reworking opcr.a.tions thereon,. or pays or tcoders the next 
anneal de+ay rental in the same manner as provided in this lease. U: during the last year of the primary term or w ilhin sixty (60) days prior thereto, a dry hole be 
completed :and abandoned, or the: production of oil or gas should = Cor any c:au.sc, Lcssc.c's rights shall remain In full fon:e and effect without .fiu1her opcntions.,: 
u'\tj,l.~e ~piration of the primary term; and if Lessee has not resumed production in paying quantities at the cxpiruion of the primary tenD, Lessee may m.a.int.ai~ this 
leax 'Oy• ~nducting additional drilling or reworking operations pursuant to Paragraph 13, u.sing the expiration of the primary term as the date of cessation of 
productiQD under Paragnph 13. Shou.ld the first well or any subsequent well drilled on the ihove described land be ccmpletcd as a shut-in oil or gas well within the 
p~~W~rm hereof; ussee may resume payment oftbc annual rent:ll in the same manner as provided herein on or before lbe rental paying da.te following the 
expiration of sixty (60) days from the date of ccmpletion of such shut-in oil or gas well and upon the failure to m.akc: such payment, this lease shall ipso Cac:to 
terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in 
accordanee with the shut-in provisions hereof: 

12. DIULLING AND REWORKING AT EXPIRATION OF PRIMARY~ U: at the opiration of the primary term, neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or n:worlcing operations thereon, this lc:2se shall rc:majn in foro: so long as opcntions on said well or for 
drilling or reworkipg of any additional well arc prosecuted in good faith and in-worlc:manlike manner without intcrruptions totaling more than sixty (60) days during 
any one such operation, 3.11d if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in ~ing quantities from said land. or 
payment of shut-in oil or gas well roy~ties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKING. u: alkr the expiration of the primary tenn, production of oil or gas from the leased premises. after 
once obta.ined, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days 
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good failh and in worlananlike manner without 
interruptions totaling more than sixty (60) days. If such drilling or reworking operations =ult in the production of oil or gas, the lease shall remain in full fo~e and 
effect for so long as oil or gas is produced from the leased premises in pay ing quantities or payment of shut·in o il o r gas well royaltic.s or payment of compcnsa!Ory 
royalties is made as provided herein or as provided by law. lfthe drilling or reworking operations I'Clull in the ccmplc:tion of a well as a dry hole, the lease will not 
terminate if the Lessee commences additional drilling or reworking opentions within sixty (60) days after the ccmpletion of the well as a dry hole, and this lease 
shall remain in effect so long as Lessee ccntinues drilling or reworking operations in good faith and in a workmanlike m:mner without int.emlptions totaling more 
than sixty (60) days. Lc.ssee shall give written notice to the: General Land Office within thirty (JO) days of any cessation of production. 

14. SHUr-rN ROYAL TIES. Fo r purposes of this paragraph, "well" meli\S any well that has been assigned a well number by the state agency having 
jurisdiction over the production of o il and gas. It: a1 any time after the apiration of the primary term of a lease that, until being shut in, was being maintained in 
force and effect, 1 well capable of producing oil or gas in paying quantities is loc~d on r.he le3SCd premises, but o il or gas is not being produced for laclc ofsuiu ble 
production facil ities or lack o f a suit:lble market, then Lessee may pay as a shut-in oil or gas royal ty an amount equal to double the annual rental provided in r.he 
lease, but not less than S l.lOO a year fo r e:~ch well capable: o f producing oil or gas in paying quan tities. IM'llJgJJph!! OJ tms !ElSE dOES 1101 speclij 5 dci!Jlb: •I ...,II a::l; thea for r.he purposes o f th is paragraph, the: del3y rental amount shall be one dollar (S 1.00) per acre. To be effective , c:ach initial shut· in oil or gas royalty 
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must be paid on or before: (I) the cxpinl.ion of the primary tenn, (2) 60 days alter the Lessee ceases to produce oil or gas from the leased premises. or (3) 60 days 
after Lessee completes a drilling or rcwOfking opcntion in acccrd."lllce with the lc:.asc provisions; whichever daLe is latest. Such payment shall be made ooe-half(l/2) 
to the Commissioner of the General Lmd Office and onc-half(lfl) to the owner of the soiL If the shut-in oil or gas royalty is paid, the lease shall be considered to be 
a producing lease and the payment shall cxttnd the term of the lease for a period of one year from the end of the prinwy term. or from the fim day of the month 
following the month in which production ceased, and, alter that, if no suitable production fxilities or suit&ble market for the oil or gas exisu, Lessee m.ay extend the 
lease for four more successive periods of one (I) year by paying the woe am~urrt ea.ch yar oo or before the expiration of eacl! shut-in year. 

15. COMPENSATORY ROYALTIES. u; during the period the lease is lcept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and · 
delivered in paying quantities from a wen located within ooc thousand (1,000} feet of the leased premises and completed in the same producing reservoir, or in any 
case in which dra.i.nage ~ occurring. the right to continue to maintain the lease by paying the shut-in oil or ps royalty shall cease, but the lease shall remain effective. 
for the remainder of the year for which the royalty bas been paid. The Lessee ID2Y maintain the lease for four more successive ye:sn by Lessee paying compensatory 
royalty at the royalty rate provided in the lease of the lllafUt value of production from the wen causing the dninage or which is completed in the same producing 
reservoir and within one thousand (1,000} feet of the leased premises. Tbe compensatOry royalty is to be paid monthly, ooc:-half(l/2} to the Commissioner of the 
General Land Office and one-half(l/2) to the owner of the soil, beginning on or before the last day of the month following the montb in which the oil or gas is 
produ~Xd from the well causing the dninage or that is completed in tbe same producing rc:servoir and located within one thousand (1 ,000} (c:ct of the leased Premises. 
If the compensatOf)' royalty paid in any 12-month period is in an amoaot less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
differeuce within thlrty (30) days from the end of the 12-moodl period. Compensa1oty royalty paymc:ntl which are DOt timely paid will acaue penalty and intcrcn In 
accordance with Pangraph 9 of this lease.. None of these provisions wiU relieve~ of the obligation of reasonable dcvdopmcnt nor the obligation to drill offiet 
wells as provided in Texas Natural Resources Code 52.173; however, 8t the detcmUn.a.tion of the Commissioner, and with the Commissioner's written appmvaJ, the 
payment of compensatory royalties c;m satisfy lbe obligation to drill offset wells. 

16. RETAINED ACREAGE.. Notwithstanding any provision of this lease to the contrary, at1et a well producing or capable of producing oil or g.as has 
been completed on the leased premises, Lessee shall exercise the diligence of a n::asonably prudent operatOr in drilling such additional well or wells as may be 
reasonably neces:sary for the proper development of the leased premises and in marketing the production thereon. 

(A} VERTICAL In the event this lease is in force and effect rwo (2} years Olfter the c::q.'iration dale of the primary or extended tenn it shall then tenninate 
as to all of the leased premises. EXCEPT (I) 40 acres SUITOunding each oil well e3pable of producing in paying quantities and 320 acres SUtTOunding each gas well 
capable of producing in paying quantities (including a shut-in oil or gas well a, 1TOvided in Paragraph 14 hc:rcof), or a well upon which Lessee is then engaged in 
COIItinuous drilling or reworking opcratioru. or (2} lbe number of acres includea !Jl a producing pooled unit pursuant to Texas Narura.J Resources Code Jl2..1 51-
52.1 5J, or (3) such greater or lesser number of acres as may then be alloc.a.tcd for production purposes to a proration unit for each such prodUGing well under the rules 
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective 
~·~~partial termination provisions hereof; the applicable field rules are changed or the well or wells Jocatrd thereon are reclassified so that len acn:age is 
the~ allocated to said well or wells for production pwposes, this kase shall thereupon termin:w: as to all aae:~ge not thcn::r.ftcr allocated tn said well or wcii,J for • 
p~a·" purposes. Notwithstanding the termination of this lease as to 3 portion of the lands covered ~by, Lessee shall nevertheless continue to have the rig}!t of 
in~s tooand egress from the lands still subject to this l=e for all purposes described in Paragraph I hereof; together with easements and rights-of-way for existing 
roa~ existing pipelines and other existing facilities on, over and across all the lands described in Paragraph I hereof("tbe retained lands"}, for acc:.ess to and from the 
retaiHdtlands and for the gathering or transportation of oil, gas and other m.inerals produa:d from the retained 131lds. f • • • t ~ . •••• 

. • (B) HORlZOl'rr AL In the event this lease is in force and dfeet rwo (2} years after the expiration daLe of the primary or extended tam it shall funhcr 
te~Ttfat(as to all depths below 100 feet below the total depth drilled (bereinatter "deeper depths"} in eaclt well loc:ued on acreage retained in Paragraph 16 (A) 
abo~. unless on or before two (2) years Olfter the primary or c:xtended term Lessee pays an amount equal to one-half(l/2} of the bonus originally paid as 
considerttion for this lease (as specified on page 1 hereof). If such amount is paid, this l=e shall be in force and e ffect as to such deeper depths, and said . ' 
t~IIJtion shall be delayed for an additional period of two (2} years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths 
covered ty this lease. •• • •••••• 

• • (C) IDENTIFICATION AND F!UNG. The surface acreage retained hereunder as to each wen shall, as nearly as practical, be io the form of a square with 
the well located in the center the reo( or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30} days after partial 
termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acn:age a;nd/or 
depths not retained hereunder. The =:ordcd release, or a certified copy of same, shall be filed in the General Land Office. accompanied by the filing fee prescribed 
by the General Land Office rules in effect on the c!at.e the release is filed.. If Lessee fails or refuses to execute and record such release or releases within ninety (90) 
days after being requested to do so by the General Land Office, then the Commissioner :11. his sole discretion may design:w: by wria.en instrument the a..cre-3ge and/or 
depths to be released hereunder and record such io.stn.Unent at L=ee's expense in the counry or counties where the lease is loCltCd and in the official records of the 
General Land Office and such designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee ofhis obligation to protect 
the oil and gas under the above-described land from being drained. Lessee, sublessee. receiver or other agent in control of the leased premises shall drill as many 
wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
addition. if oil and/or gas should be produced in commercial quantities with.in 1,000 feet of the le:ued premises, or in any case where the leased premises is being 
druned by production of oil or gas., the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or 
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing 
in commercial quantities and shall prosecute such drilling with diligenc.: . Failure to satisfy the starutory offset obligation may subject this lease and the owner of the 
soil's agency righlS to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable starutory parameterS satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort. Lessee is prevented from complying with any express or implied covenant of this lease, from 
conducting drilling oper.uions on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strilces, acts of God. or 
any valid order, rule or regulation o f government authority, then while so prevented, U!see's obligation to comply with such covenant shall be suspended and Lesse: 
shall not be liable fo r damages fo r failure to comply with such covenantS; additionally, this lease shall be e:uended while Lessee is prevented, by any such C3USe, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this para.gr.~ph shall suspc~d the . 
pay ment of delay rentals in order to mainuin this lease in effect during the primary term in the absence o f such drilling or reworking operations or producuoo of Oil 
or gas. 
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19. WARR.AN'IY CLAUSE. The ownc:r of the soil watrlllts and agrcc:s to defend title to the leased premises. If the ownc:r of the soil defaults in 
payments owed on the leased praniscs, then Lessee ~NY redeem l.hc rights of the owner of the soil in the lnsed premises by pay in' any mortgage, Wcc:s or other I' 
on the: leased premises .. lfl.essc:e makes payments on bch&lfofthc: ownc:r of the soil undc:r this paragn~ph, Lessee may recover the cost of these payments from ~ens 
rental and royalties due the: ownc:r of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the ownc:r of the soil owns less thm the c:ntire undivided surhce estaLc: in the above: 
described land, whethe.r or not Lessee's interest is speeitied herein, then the royalties and rental ~in provided to be paid to the owner of the soil shalt be paid to h' 
in the: proportion which his in~rcst bean to the entire undivided surface eswe and the royaltia and rental herein provided to be paid to the Ccmrnissioner of the: 117> 

General Land Office of the State of Texas shall be likewise proportionately reduce11 Howevc:r, before Lessee adjusts the royalty or te11tal due to the: Commissioner of 
the General Land Office, Lessee: or hls authorized represenutive must submit to the CommissioDc:T of the General Land Office a written statement which explains the 
diserc:pancy berween the 4nterest p1Up0rtedly lc::J.SCd under this I= and the acruaJ intereSt owned by the owner oftbe soil. The Commissioner of the General Land 
Office shall be paid the vilue of the whole production allocable: to any undivided inu:re.st not covered by a lease. Jess the proportionate development and production 
cost alloc:able to such undivided interest. However, in no event shall the Ccmmissioner of the Genen1 Ulld Office receive: zs a royalty on the: gros:s production 
allocable to the undivided inu:re.st not leased an amount less than the value of one-sixtunth (1/16) of sucb gross.productioa.. 

(B) REDUCTION OF PAYMENTS. I~ during tbe primary term, a portion of the land covered by this lease is ineluded within the boundaries 
of a pooled unit that ha.s been approved by the School Lmd Board and the owner of the: soil in.a=rda.oce with Narura! Reso= Code Sections S2.151-S2.l54, oc 
U: u any time a.tkr the expiration of the primary t.enn or the atended t.enn, this lease covers a Jesser number of aaes than the total amount ckscn'bcd herein. 
payments tbar arc: made on a per aae basis hereunder shall be reduced acGOrding to the number of acrc:s pooled, released, S11IT'enderc:d, or otherwise severed, so that 
payments determined oa a per acn: basis under the tc:tms of this lease during the primary LCtm shall be c:alcula.tcd based up<lQ the numba' of acres outside the. 
boundaric:s of a pooled unit,. or, if al\u the: cxpir.ltloo of the primary term, the: number of acres a.c::ru.ally retained and covered by this lease. 

21 . USE OF WATER. l..c:ssee shall have the right to use water produced on said land necc:ssary for operuions undc:r this lc:3Se except wa.t.er from wells or 
ta.n1cs of the: owner of the soil; provided, however, I....c:s.see shall not use potable watc:r or water suitable for livc:stoclc or irrigation piUpOsa for watcrflood operations 
without the prior consent of the owner of the soiL 

22. AUTHORIZED DAMAGES. Lessee shall pay the ownc:r of the: soil for damages c:au.sc:d by its operations tc all personal propc::ty, improvements, 
livestock and crops on said land. 

23. PIPEUNE DEPTII. When requcsu:d by the ownc:r of the soil, Lessee shall bwy its pipelines below plow depth. 

24. WELL LOCA noN LIMIT. No well shall be drilled nc:uer than twn hundred (200) feet to any house or bam now on said premises without the 
wrincnunsent of the owner of the soil. 

• • • . . . . . 
• •• • 25. POLLUTION. In developing this area, Lessee shall use the highest degree of can: and all proper safeguards to prevent pollution. Without limi~'g the 

fo~i~g,:pollution of coastal wetlands, narural waterways, rivers and impounded wa1er shall be prevenu:d by the use of containment faci lities sufficient to prevent 
sp illa&c:. seepage or ground wat~r contamination. In the: event of pollution., I....c:s.see shall use all means a1 its disposal to recapture all escaped hydrocarbons or other 
poi~W1 and shall be responsible for all damage to public and privat.e properties. Les.see shall build and maintain fen= around its slush, sump, and dr.linage~i.cs 
~.~~ lNaeric:s so as to protect livc.stoclc against loss, damage or injwy; and upon completion or abandonment of any well or wells, Lessee shall fill and level all 
s lush pits and cellars and completely cle:lll up the drilling s it.e of all rubbish thereon. Lessee shall. while conducting operations on the leased premises, keep said 
p~ l--ee of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original 
conoition•and contours as is pr.letic:lble. T:mks and equipment will be kept painted and prc:.scnta.ble. ., , 

• 6i 
• • • • •: 26. REMOVAL OF EQUIPMENT. Subject to limiutions in this paragraph. Lessee shall have the right to remove machinery and fiXtUreS placed by 

Le!sce oil the leased premises, including the right to dnw and remove c;uing, within one hundred twenty (120) days after the c:xpir.ltloa or the tc:nnination of this 
IWi ~ the owner of the soil grants Lessee an extension of this 12(Hjay period. However, Lessee may not remove casing from any well ~pable of producing oil 
ane gas In paying quantities. Additionally, Lessee may not dnw and remove casing until after thirty (30) days wria.en ooti~ to the Commissioner of the General 
Land Office and to the ownc:r of the soil. The owner of the soil shall become the owner of any machinery, fixtures. or casing which an: not timely removed by lessee 
under the t.erms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either' party to this 
lease may be assigned, in whole or in part, and the provisions of this lease shall ~nd to and be binding upon their heirs, devisea. legal represenutives, suc~l$ 
and assigns. However, a change or division in ownership of the: land, ren t.als, or roy:llties will not enlarge the obligalions of Lessee, diminish the rights, privileges 
and c:st:u.es ofl.euce, Impair the e ffectiveness of any payment made by Lessee or impair the effectivenc:ss of any act performed by Lessee. And no change or 
division in ownership of the land, rent.als, or royalties shall bind Lc:ssee for any purpose until thirty (30) days after the owner oftbe soil (or his heirs, devisees, legal 
rep~enta.tives or assigns) furnishes the Lessee with satisfactory written evidence of the change ia owne!$hip, including the original recorded muniments of title (or a 
cenilied copy of such original) wh'c:n the ownership changed because of a conveyance. A tot.al or partial assignment of this lease shall, to the extent of the interest 
assigned, relieve and discharge Lessee of all subsequent obligations undc:r this lease. If this lease is assigned in its entirety as to only part of the acre3ge, the right and 
option to pay rentals shall be apportioned as between the several owners rau.bly, acconiing to the area ofuc:h, and failure by one or more of them to pay his share of 
the rental shall not affect this lease on the part of the land upon which pro rau rentals are timely paid or tendered; howevc:r, if the assignor or assignee does not file a 
certified copy of such as.signment in the General Land Office before the next rental paying dat.e, the entire lease shall tmninate for failure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the: State by the original lessee or any 
prio r assignee of the lease, including any liabilities to the StaLe for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithst:lnding any provilion in Paragraph 27(a), iftbe owner of the soil acquires Ibis lease in whole or in part by 
assignment without the prior written approval of the Commissionc:r of the General Lutd Office. this lease is void as of the time of assignment and the agency power 
of the owner may be forfeited by the Commissioner. All assignment will be tre3~d as ifit were made to the owner of the soil if the assignee is: 

(I) a nominee of the owner of the soil ; 
(2) a corporation or subsidiary in which the owner o f the soil is a principal stockholder or is an employee of such a corpor.uion 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: o f the corporation which is the owner of the soi l; 
(S) a partner or employee in a partnership which is the owner of the soil; 
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(6) a fiduc:!My for the owner of the soil; including but not limited to a guanfr.an, trustee, executor, admiDistnlor. receiver, or conservator for lh 
ownerofthesoil;or e 
(7) a family member of the owner of the soil or relaLc:d to the ownu of the soil by marriage, blood, or adoption.. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lc:sscc mzy at any time c:Jtecute and deliver to the owner of the so·t 
and place of record a release or relea5e3 covering any portion or portions of the leased premises, and thereby surrender this lc:!Se as to such portion or ponions, and~ 
relie-ved of all subseque.nt obligations as to ~age surrendered I( any part of this lease is properly sum:ndercd, the delay rental due under this lease shall be redu<"T"(\ 
by the proportion that the surrendered acreage burs to the &ae3it whic:b W2S covered by this lease iromcd~ly prior to suc:b suriendcr; however, such release will 
not relieve Lessee of any liabilities whlc:b may b.ave acaued under this lease prior to the surrender of suc:b acreage. 

29. Fll..ING Ol ASSIGNMENTS AND RELEASES. If ;all or any past of this lease is assigned oc released, suc:b assi~ or release must be: =rdcd in 
the: county where the land is siwa~ed, md the recorded instrument, or a copy of the recorded instrument ceni1ied by the County Qc:rlr:: of the county in which the 
instrument is recorded. must be filed in the General Land Office within 90 days of the last exc:c:utio.a date aa:ompanied by the prescribed filing fee. IC any such 
as.signment is not so filed, the rights acquired under this lease shall be subjea to forfeiture at the option of the Commissioner of the Gcncnl Land Offic:c:. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease oflhe above-described land b.ave becl included in this instrument. including the 
SQl.ement of the b'\le consideration to be: paid for the execution of !his lease md the riihts and dUties of the parties. Any colla.teral agreaDents concerning the 
development of oil and ,as from the leased prerni.sa whic:b arc not contained in this lease render thls lease invalid. 

31. FIDUCIARY DUTY. 1'be owner of the soil owes the State a fiduciary duty aod must tw.Jy disclose any fa.c:ts :dfecting the Stak's interest in the leased 
premises. When the intc.n::sts of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the s~·s interests before his personal 
int.erests. 

32. FORFEITURE. lfLc::ssee shall fail or refuse to make the payment of my sum within thirty days after it bec.omes due, or if Lessee or an authorized 
agent should knowingly make any fal.sc: return or false report conc:eming produc:rioo ex drilling. or if Lessee shall fail or refuse to drill any offset well or wells in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or ifLc:ssc:e should fail to file reports in the manner 
required by law or fail to comply with rules and regulations promulgated by the Gcnenl Land Office, tht School Land Board. or the Railroad Commission.~ if 
Lessee should refuse the proper 3llthority acc:ess to the records pertaining to operations, ex ifLasec or an authoriud agent should knowingly fail or refuse to give 
com:ct information to the proper authority, or knowingly fail or refuse to furnish the Gcner.il Land Office a correct log of any well. or if Lessee shall knowingly 
v iolate 0111y of the material provisions of this lease, or if this lease is assigned and the· assignment is DOt filed in the Gc:ler.il Land Office as required by law, the rights 
acquired under this lease shall be subject to forfeilllrc by the: Commissioner, and he shall forfeit same wben sufficiently informed of the faas which au tho liz: a 
forfe iM.and when forfeited the area shall again be subject to le:ue under the tams of the Relinquishment Act. However, nothing herein sh:!.ll be construed as 
wa.i'~& ~Citautomatic: termination of this lease by operation oflaw or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this 
lease an3 all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Offic:c: offururc 
col'lll;rr~&.with the provisions of the Jaw and of this l~e and the rules and regulations !bat may be adopted relative hereto. ·• •• • 

33. UEN. In accordance with Texas Na.tur.!l Resources Cod: 52136, the St:Ue shall have a fust lien upon all oil and gas produced from the area covered 
by ~f ~e to secure payment of 3.11 unpaid royalty and other sums of money that may bec.ome due under !his lease. By ac:c:cpunce of this le:ue, Lessee grants the 
Stat!,'!.1 addition to the lien provided by Texas Na.tur.!l Re.sourc:c:s Code 52.136 and any other applicable st.mltory lien, an express c.oniT.lCtllallien on and securitj 
in~ it' :Jllcased minerals in and extracted from the leased premises, all pro<:e:ds which may accrue to Lc:ssc:e from the sale of suc:b leased minerals, whether such 
proc.'l:eds <n held by Lessee or by a third party, and all focturcs on and improvements to the lea.sc:d premises used in connection wTth the production or prcx:cssing of 
such !'Cased mineral$ in order to seCUl'C the payment of all roy:llties or other amounts due or to become due under this lease and to sc:c:urc payment of any damages or 
loss that l.cssor may suffer by reason of Lessee's breach of any covenant or condition of this l~e. whether express or implied. This lien and security interest lll1Y be 
fo~To~!lwith or without court proc:eedingl in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Ussee agrees thai the 
Commiss¥Jner may require Lessee to execute and record such instruments as may be reasonably ne=sary to aclcnowledgc, anach or perfect this lien.. Lessee hen: by 
repl!.'s!lft$ that there arc no prior or superior liens arising from and relating to Lessee's activities upon the above-<lescribed property or from Lessee's acquisition of 
this lease. Should the Commissioner at any time determine that this representation is not true. then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold 
or miner:!.l interest for the exploration. development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land 
Board and the Commissioner of the Gc:ner.U Land Office for the pooling or uniti:zing of the interest of the State under this lease pursuant to Texas Natural Resources 
Code S2.i51-52.t53~ The owner of the soil agrees that the inc:lusion of this provision in this lease satisfies the execution requiremenlS ~din Texas Narut:l.l 
Resources Code 52.152. 

35. INDEMNIIY. Lessee hereby releases and discharges the Stale ofTeus aEd the owner of the soil, their officers, employC'Cl, partners, agents, 
con tractors, subcontractors, guests, invitees, and their respective successors and assigns, of 0111d from all and any actions and causes of action of every nacure, or other 
harm, including environmental harm. for which recovery of damages is sought. including, but not limited to, all losses and expenses which arc caused by the 
activities of Lessee, its officers, employees, and agenu wing out of: incidental to, or resulting from, the opcntions of or for Lc:ssee on the leased premises 
hereunder, or that may arise out of or be occasioned by Lessee's bre:u:h of any of the ICm\S or provi:$ions of lhis Agreement, or by any other negligent or strictly liable 
act or omission of Lessee. Further, Lasec hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, 
their officers, employees and agents, their succ:c.ssors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including deuh), 
costS and expenses, or other harm for which recovery of damages is sought. under any theory including tort, contract, or strict liability, inc:luding attorneys' fees and 
other legill expenses, including those relat.ed to environmental hazJ.rds, on the leased premises or in any w:ry related to Lessee's failure to comply w ith any and all 
env ironmcnul laws; thos e arising from or in any way rel3.ted to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from 
Lessee's use o f the surface of the leased premises; and those that m:~y arise out o f or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement or any other act or om~ion of Lessee, its directors, offic:rs. employees, partners, agents, contractors, subcontractors, guests, invitee.s, and their respective 
suc~ssors and :usigns. Each assignee of this Agreement, or an interest therein. agrees to be liable for, exoner.ue, indemnify, defend and hold harmless the State of 
Texas 0111d the owner of the soil . thdr officers, employees. and agenlS in the same m:umer provided above in coMection with the activities of Lessee, ilS officers. 
employees, and agenlS as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF TilE IT'ol>E:'tiNITY OBLIGATIONS 
Ai'ID\OR LIABILITIES ASSUMED UNDER THE TER.vt.S OF TIIIS AGREEME/'11 SHALL BE WrniOliT LIMITS ,.lu'm WrniOlJf REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDmONS), STRlCf LIABILITY, OR THE NEGLIGENCE OF AJ'IY PARTY 
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDE~fNlFIED PARTY), WHETiiER SUCH NEGLIGENCE BE SOLE, JOil'IT, 
CONCURRENT, ACffVE, OR PASSIVE. 

.. 



36. E'NVIRONME-ITAL HAZARDS. Les.scc sh:lll use the highest degree of c:.ue and all reasonable ,safeJUUds to prcvmt amwnitw.ion or pollution of · 
:my environmental mediwn, including soil. rurfac:e w:u.ers, voundw:Lter, sedi=:nts. and surface or subsurface .straU. ambient air or any olhe: euvironmentl.l zncdiurn . 
m, on, or under, the leased premises. by ;wy waste:, polluunt. or eont2minant. Lessee shall not bring or pc.rmit to renuin on the leased prc:nuses any asbestos 
conuining nwerial.s. cxplc; ivr:s. toxic matai.als, or substaned regulaxcd 3.5 luurdous wastes. ha:z:a.rdous materials. hazardous sub.suncd (as the !.enD w.H.azudous 
Substance~ is defined in tl-.o; Comprehc:n.sive Enviro~~n~ml.:ll ~ponsc, Compcns~on and Liability A a (CERCLA). 42 U.S.C. Seetions 960 I, "seq.). or toxic 
substances under any feder:&I. state, or lcx::U law or regulation ("H.l:zudous Maxcrial.s'"). c:xc:ept ordinary products commonly used in conr.cd.lon with oil <Uld gas 
aplontion and development ope.ntions 31ld nored in the: usual m.anner and qu:-.,titi~. LESSEE'S VIOUTION OF 11iE FOREGOING PROHlBffiON 
SHALL CONS II I UtE A MA TERlAL BREACH AND DEFAULT HEREUNDER Al't"D LESSEE SHALL INDEMNIFY, HOLD HAR.'riLESS AND 
DEFEND 11iE STATE OF TEXAS A.."m TI:£E OWNER OF THE SOIL FROM AND AGAINST ANY CI..ADLS. DA..'\UGES. JUDGMENfS. PENAL nES. 
L IABILITIES, AND COSTS (INCLUDING REASONABLE ATTOR."''EYS' FEES AND COURT COSTS} CAUSED BY OR ARISING OUT OF (I) A 
VlOLA nON OF TH~ FOREGOING PROHJBmON OR (IJ) THE PRESENCE. RELEASE. OR DISPOSAL OF A..'iY HAZARDOUS MA 'TDUALS ON. 
UNDER., OR ABOUT THE LEASED PRL'\fl.SES DURlNG LESSEE'S OCCUPA.'ICY OR COI'ITROL OF THE LEASED PREMlSES. LESSEE SlLUL 
CLEAN UP, REMOVE, R.E."'EDY A.." "I> REPAIR A.'iY SOIL OR GROUND WA n::R CONTA..\IINA TIONA. 'II> DA..~GE CAUSED BY THE 
J>RESE.'ICE OR RELEASE OF ANY HAZARDOUS MA TERLU.S IN, ON, UNDER. OR ABOUT THE LEASED PRE.\liSES DURING LESSEE'S 
O CCUPANCY OF THE LEASED PR.E.~ES IN CONFORMANCE WITH THE REQtilRL\fi:NTS OF APPUCABLE LAW. THIS 
INDEMNIFICATION A. 'II> ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED T O, LJ.ABILITY FOR RESPONSE AcnONS UNDERT Al<E:'( 

J>URSUANI' TO CERCI.A OR ANY Ol'HER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IM\fD>lATEL Y GIYE THE STATE OF 
TL"'CAS AND Tii.E OWNER OF nn: son. WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THlS PARAGRAPH. UPON 
LEAR. 'liNG OF 1HE PRESENCE OF ANY .HALUU>OUS MA TDUALS, OR UPON RECEIVING A NOTICE FROM A.'iY GOVEJU'fML''iTAL · 
AGENCY PERTAINING T O HAZAJU>OUS MATERIAlS WHICH MAY AFFECT THE LE.ASED PRL.\-11SES. THE OBUGATIONS OF LESSEE 
HEREUNDER SHALL Sv"R.VIVE THE EXPIRATION OR E.ARLIER TER.\-11NA TION, FOR ANY REASON, OF THIS AGREL\iD'IT. 

37. APPUCABLE LAW. This lease is issued under the provisions ofTc::us Narun.l R.csourees Code 52.171 through 52.190, c:ommonly kno'N!I ;u the: 
R.c:linquishment Act, ~d other applicable: .sucutcs and amendments thc:rcto, and if any provision in this l~c: dOC$ not eon form to t."ese SUDJtr:s. the starurcs will 
prevail over 'lZrJ nonconforming lease provisions. 

38. EXECUTION. This oil ~d gas lease znust be signed and :lebowledged by the Le=e before it is filed of record in the county m:ords and in the 
Gcncr:lll31ld Office of the: Swe ofTcxas.. One: the filing requirements found in Pangraph 39 of this IC3.Sc: have been satisfied, the effective: d.lte of this lease shall 
be the date found on Page: I. · 

39. LEASE FILING. Pursuant to Chaptu 9 of the Texas Business and Commcrc:c: Code, thulc:asc: must be filed ofrc:cord if~ effie: of )he: COUllty 
Clerlc: in any county in which all or any pan of the: le3.Sed premues is locared.. and certified copies thereof must be filed in the Genc::-:1.! Land Office. This lese is not 
elfti~.until :a certified copy ofthu lease (w!Uch i5 made: and certified by the County Clerk from his records) is filed in the: Gcner:ll Land Offic: in :acconbnc: with 
T~u)l:arur:U Resolll'CC$ Code 52.1&3. Additionally, this lease shaii not be binding upon the S~ unlc.is it recites the: ac:t\Jal and true eonsider.uion pcid or promised 
f~l' ~~tion of thu lease. The bonus due: the St.:w: and the prescribed filing fe: shall accomp31ly such certified copy to the: General Land Offiec:. 

*S~e •Exhibi t " A" . attached ~~it. on/ lease provisions • 
•••• • • •••• 

• •••••• • • 
• 

• •••••• • • 
. . 
•••••• • • 
STATE OF TEXAS 

TnLE:·----~~~~~~------------­
DATE:._£--f~~zj..::;;...__:, J_..;.Y __ _____...·'----

STATE OF TEXAS ~ ' ,· 

~Y:.~~~~~~~~~~~ 

STATE OF TEXAS 

• v r; .' 

vB Y: BY:-:-:---:--:-----:----:---:---::----=:-----
Individuall and as asent for the State ofT Hi el S. "Waltrip, 
Trustee qf tne HSW Revocable Trust 
Date: 't _. #a- r5' Dare: _ _____________ __ _:_ ______ __: __ _ 

~~ r:::::?t t#, 
Ke1li1ath waJ.tri~ of the 
KPW' Revocable Trust 

Date : __ c;......:..~-~--_..;.~_c; ____ _ 

True ane 6eFFeet 
copy of 

Original filed in 
Reeves County 

Clerks Office 



Indi¥ id..wt \ 
(COR16R:An61'1 ACKNOWLEDGMENT) STATE OF __ :QI-=~'--..:.~C<-3~---­

COUNTY OF_....:...m--=..:'~==..:!:!U---
BEFOR.E ME. the: undc!ligned authority, on this day pcrsoa:llly appeared ____ _:· U~~~---:;H--9o-l!-""-llw.....:;...:...:.._,$07]::::::..-~....L..-----

Icnown to me to be the person whose name is subscribed to the fo~going instrument. a:========================~ 

;:=.:====~=======================:::;::=:=~d acl:Dowlc:dged to me th.u be executed the same: ·: for the purposa and co,ider:Jtio1l then: in cxpreued. in the capacity sw.ed. m d a.s the: x:t and deed o( said corporation. . 

Gi·~~•~my,..d md=lo(offia""'O.• L9, <by oC ~ 

Notary ~lie in and for_{:J"'--..91<J)./.J--------

STATEOF TEXAS ~ACKNOWLEDGMENT) 

COUNTY OF :V±R rc.ertJ r 
BEFORE ME. the: undcnign.ed authority, on this day pe-rsonally appe2red~ _ _j~~li!Yi'~o.r:9~]~e~;r~i~buL:!.:.:__!H~a!!n!!!na~----------­

lcnown to me: to be the penon whose name is subscribed to the fore&oing instrument. as. _ ___.'fru~~stee.z.><:~------------_;of 

••• • • • • •• 
•••• • • • •• • 

ST~~~F _ _ _ TEXAS ________ _ _ 

CO~ OF TA KRAAl[ 
(INDIVIDUAL ACXNOViL ... CDGMENT) 

I 

•••••• • • Be fore me. the: undmigned :~uthority, co this day pc:rsomllly 01ppc=d Michael S . Waltrip , Trustee of the 
• MSW Revocable Trust 

11
, 

known tq,me to be the persons whose n:unc:s are subscribed to the: fore~oing instrument.. and acloowledgc:d to me: that they executed the same for the: PW'l'OSC:S and 
co•r§sT~on therein expre.ssed... 

•:•••: Giv~~~~~~~!f:.....JQ?~3~7l.:_D:__,dayof S(.j?f(fY78(f(. ~19 9(/ 
~-I<~<Md 

Noury Public in an/lor h1'"AJf... 0 F T£'f-A.-~ 

STA TE OF TEXAS (INDIVIDUAL A~OWLEDGi\iEN'l) 

COUNI"Y OF TA-'RRA- N r 
Before me, the undersigned authority, on this d:~y personally appc=d Kenneth waJ.trip, Trustee of t he 

KPW Revocabl e Trust 
lcnown to me to be the penons whose namc::s are subscribed to the: foregoing instrument. and acbowledged to me that thc:y executed the same for the purposes a~~d 
consideration therein expressed. 

Given under my hand and se3.1 ofoff!c:c this thc:__,d~Lf-_1_11 _doy 0~5< ~d ') 5I 

N Ol:tr;l ?-.Jblic in and for 018-Tf 0 E rcxtt5 

; 

True and eorrest 
copy of 

Original filed in 
Reeves County 

Clerks Off1ce 



"EXlllBIT A" 

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

MSW Revocable Trust; and MLH Revocable Trust, 
as the owner of the soil, and C lay J ohnson, as Lessee. 

l . 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 of the surface . 

• •• • • • 
6.• '!t is further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that 
• :: ~IJIY 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 
•••• p~llure any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil 
• irT writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated . 
• 

• ·~ ... i.<essee further agrees to maintain all drill sites and other portions of- the surface used or occupied by Lessee, its successors or 
a.;signs, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional ..... _,___ . 

• CJamage to the owner of the soli '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. 

l 0. Lessee furtner 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, drillsire, tank battery sire 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 ofthis lease. 

11. 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 6 eFF86{ 

copy of . 
Original filed m 
Reeves County 

Clerks Ot1ise 

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE/ 
STATE OF TEXAS FILE NO· 2£)7<-t 
COUNTY OF REEVES FILED : 11/5/9 8 
The above and foregOing os a lull. true and correct photographiC copy ol lhe 
ong,nal rec01d now 10 my lawful custody and possessoon, as the same os 
hiOO'r 
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c~enJ Laad omce 
Rdlaqaisluaac Act Lease Form 
Rntscd. September 1997. 

on. AND GAS LEASE 

GREEMENT is made md CZIII:red into this 1 9 ~ of August 19 ..9..fL...... bc:tweCII die sa= ofTcx:as. tctinc by mel throop its 
nera1s and Realtv:-Ltd. 

O(L~~~~------------------------------------~-------"""'"'"";p~, --:::o:-."""'"'"";B~o=x~2'~""7""'2"~""~'~"8...,4""",-Ar-u,..,....,.s-rt....,.l~n:--, -....T ..... X.--..... 7.,..8l"'"""''7..,...;5 5 2 2 8 4 said~ 
(Give Pamaa.t:z~t Addrc:s) 

bc:rcin ~fc:rmf to &S the owner of the soil (wbcmcr one or more). md, _____ ....:C~l..sa~yz.._.JJ..u.~Ouh"'n~suo.Lnu.... __ __,,----~~~---------
203 W·. Wal 1. Suite BOO oC 
Midland·. TX 7 9701 

I . GRANI1NQ CLAUSE. Foe aad ill c:oasidcntioa oldie amoams stated bdow md of !be CO\Ic:uants md acr=mcna 1D be paid. k:pt md pc:formed by 
Lc:ssee liDdcr this lase. the ~ ofT exzs xtinc by md thtoqh die owner of the soil. bacby crmts. Jcascs md lets lmiD Lessee. fDt the sole md only purpose of 
prospea!na md dnllin& for md prodlU:ing oil md ps. byinc pipe 11ncs.. builcfin& tmJc:s. s=riDc oil md buildinc power sta£ioDs. !dq~boce ra;»cs md ocbc:r mucnns 
thc:n:oa. 1D produc:e, szve. ta~ce can: o~ trl::al md trmspon wd produc:ls of the tease, tbc fullowinc lands situa=i in Reeves County, s~ 
otTc:us. ID-wit: 

The E/2 of Section 31 , Block 56, Public . School Land Survey, 
Save and Except the N/40 and the S/122.5 

containin .. c_-=:1..::5:..7:.....:..•.::.5:..___aa-cs. more or less.. The bonus consideration paid for this lease is zs follows: 

To~S~ofT~:--~~~~~~~a~n;d=-~0~2~/~1~0~0~------~-------------------------------------------------------------
Dollars (S._~.:.....!~s....._ ________ .J 

To the o~crofthc soil: E i g htY - tWO and 0 2/100- ___ ·:_ _- ------ --------------------
Dollars (S 8 2 • 0 2 

••• :a:u: T ow bonus considcr.Woa: One H u D d r ed S j x t y 
Doli:lr3 (S 1 64 I 0 4 ) 

f o u r and 0 4 /J QQ-------------------, 
1.11 .,,. .. . 

Tht! ~ bin us considcr.ttion paid repre:sen%3 :a bonus of 

--.~~-----------------Do~~ 

Fifty and 00/~00----·---------------------
50.00 )pcr=.on 3 .. 281 nctaae:s... 

: ~ •:: ~ . TER.'vt. Subjcet to the other provisions in this 1~ this tease~ be for a. tam ~f ~·~ ve ( ~) years · from this cble 
(h~q.~~d ' pnmary term} and as loa,~ as oil and gas. ar either o f thcra. LS produced tn paymg quanaacs from soud land. 
As u!l:d in~ lease. the tenn "produc=d in payinc quantities" mc:m.s th3l the =ipts from !he sale or other mthcrized co~DmCrCia! =of the substance{s) cov=d 
exceed out of pocket opcnrioo.a! cxpem.cs b die sa months last past. 

• • 
·····a ••••• 

3. • I Delay R~nta.ls : If oil or gas in paying quantities is not being produced from the premises on the first anniversary date of this Lease and there are then no drilling 
OQfll~ 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 
an<t a lik~ amount paid or tendered to the COMl'vUSSIONER OF THE GENERAL LAND OFFICE O F THE STATE OF TEXAS. AT AUSTIN, TEXAS, a delay rental in 
the amount specified in the fo llowing schedule multiplied by the number of acres then covered by this lease, which payment, when timely made. shall continue this lease for 
a period of one (I) additional year. l.n like manner and upon payment of the amounts set out in the following schedule, this lease may be funher continue fo r successive one · 
year periods during the primary term of this lease provided that payment is made on or before the anniversary date. 

Anniversarv Date Delav Rental per Acre 
First S 1.00 
Second $ I. 00 
Third S 16.67 
Fourth S 16.67 

True and eorreet 
copy of 

Original fi led in 
Reeves County 

Clerks Office 



. 4. . . PRODUCTION ROYALTIES. Upon production of oil aadlor ps. Lessee~ to pay or cause to be paid one-balf(l/2) of the royalty 
proVl~ed for ID thu lease to the Coaun.issioner of the GencraJ L.md Offi~ of the Swc ofTc:us, u Austin, Tc::as, and one-b.a.l£(1/2) ofsudl royalty ID !he own.croe 
tbe soli: 

(,a) on.. Royalty pay2ble on oil, wbic:b is defined u includins allltydrocarboas produced in a liquid fonn u the mouth of the wdJ and abo as all 
~ndcnsue, distillate, and other liquid bydrocatboas recovered from oil or ps run tb.rou&h a scpvat0r or otber equipment, zs hcrei:Wta provided. shall be 

3/1 6 part of !he p-oss production or the m.arXet valoc tbcreo~ at the option of !he own.cr of !he soil or the Commissiooc:r of the 
Gcncral Land Offi~ such value ID be dctctmil1cd by I) the hi~cst posted price. plus pn:mium, i!KJY, offered or paid for oil, condcnutc, distilla~~; or other liquid 
bydtocatbons., ~. of a lilce type md p-avity in the scoera1 ~ wbcte produced and when ron. or 2) the hiihcsl matkl:t price ~f ofrcred or paid ill the 
&encral area where produ~d md when run, or 3) !he gross proceeiis of the .We thcTeo~ wb.idl.c:vcr is tbe pun:r. Lc:ssce agrees tbt before my ps pro<fuc:ed froaa !be 
leased prcn.isC$ is sold, ascd or procc:ssed in a plmr. it will be ran free o( cost to the royalty owners tbrcup m adeqaatc oil and ps ~r o( c::oG"#eotional type, or 
ocher cquipme:zu at least as effic:i=t. so tbat all liquid hydrocarbons recovc:nble fi'om the ps by such means will be recovered. The requimncnt th2r s:uc:b ps be Nil 

tbrou"' a separa!Or or ocher equipmc:u ID3Y be w.ivcd in writin& by the royalty owac:s upon such terms and conditions as !he)' prescribe. 

(B) NON PROCESSED GAS. lloyalty on my ps (lncludin& tlaced ps), which is defined as all bydroeubons and pscous s:ubstmc:es not dcfincd 
as oil. in subp~b (A) above. produced fi'om iay well oa said la.ad (ex!=Pt as pro~dcd herein witb respect ID ps proc:es=:l in a plaot foe !he c:::ara.:tion o( 
p.sollllc, llqwd llydroe;1rbons or other products) shall be 3/16 part oftbe poss pro<fuc;tion or the market nlue thcreo~ • tbe optioo o(tbe 
owau of !be soil or the Commissioner of the Gcn.cnl I...and Offi~ such value ID be based oa tbe hi~ m.aricct price paid oc o!Icred for ps of CCIIDpar'able qu&rll)' ill 
!be: &encB1 an:a wbcR ~d and -.ben nm, or the gross price paid or offi:red to rbc producer, whic:hever is the ~ provided that the maxiun'ID pressure base 
in mcasurin& the ps under this lease shall not u my time e:a:=d 14.65 pounds per squan: inch &bso~ llld the stiLDdard bze tempcn.DII1: shall be sixty (60) 
de pees Fahrenheit., eom:cdoa ID be made for pressure aceortfiog to Boyle's uw, md for specific ifZV'1ty ac:carding ID lCSts made by !he Bala.nce Mc:tbod or by the 
most approved method oft=ting bein& used by the industry u tbe time oftestin&- . • 

(C) PROCESSED GAS. Royalty on any ps proce:s.sed in a gasoline plmt or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be 3/16 part of the residue gas and the liquid hydro<;arl)oas CX%r3Cted or the marlcet value lbc:reo~ u the option of !be: 
owner of the soil or the Ccmmissioner oftbe Gcncn.l Land Office. All royaltiC$ due ~in sball be based on one hundred pc=t (100%) of the total plant 
production of n:sidue gas aaribuCI.blc to ps produced from this le3Sc, and on fifty percent (SO%). or that percent acauing to Lessee, whic:hc:ver is the grea.tcr, of rJu: 
total plant production of liquid bydr'OQlbons aaribubble to the gas produced fi'om tttis lc:asc; provided that if liquid byd.roc:::1r.>ons ~ recovered from gas pro=d 
in a plant in wbic:b Lessee (or its parenr. subsidiary or Ufiliatc) owns an intereSt, then the pcrecntage appliQble to liquid bydrocrbons shall be fifty ~(50%) or 
the highest pcl"Ce.nt acauing to a third party proca:sing g:u through suc:h plant under a proc.cssing ~eut aegotilw:d at = 's length (or if the:-e is co sllQ third 
party, the highest percent then being specified ib proc=ing agreements or contracU in the industzy}. whichever is the~- The rapective royalties on residue ps 
and on liquid hydroc::uboas shall be de!Qmined by 1) the highest market price paid or offered for any ps (or liquid hydro=-:~ons) oft'lmparable quality in the 
gcner.ll area. or 2) the poss price pa.id or offered for suc:b residue gas (or the weighted avet:~ge gross scUing price for the ~.ive g;ra.des oC! iquid l:tydrocrbons). 
whichever is the greater. In no event, however, shall the royalties payable under Ibis paragraph be less than the royalties which would h.zve been due had the gas oot 
beenproc=d. · · · · 

(D) OTHER PRODUCTS. Royalty on c:;ubon black, sulphur or 31\Y other products prodlic:d or manufacrured from ~3S (excepting liquid l:tydrocarbons) 
whether said gas be "casinghead.." "dry, • or any other gas, by fractionating, burning or any. other i'f"O=Sillg shail be ..l/16 pan of the 

v:Uu;~ detcrm.ined 3S follows: 1) on the basis o f the bighc.st market price of =ll producr fur the same month in whic:.'l suc:h product is produc: d.. or 2) on the 
gro~ pwuc:tion of such products, or the market value thereo~ n the option of the owner of !be soil or the Commissioner of the Gene raJ L.lnd Offi~ suc:b market 

b~ ~l ! average poss sale price of cac.'l product for the same month in whic:b such products an: produced; whichever is dle gre3.ter. 

: ~ 1! • ~- MINIMUM ROYALTY. During any year after the expir:uion of the prinwy-tc:nn oftbis lease, if this le:ue is maintained !!y production. the royalties 
paid ~der this lease in no event shall be IC$$ than an amou.nt equal to the tot:ll annual delay rental II=: in provided; otherwise. there shzll be due and payable on or 
belf~l!l~!ast day of the montb sueceuling the anniversary date oftbis I= a sum equal to the toal mnuaJ =tt:U Jess the ovt~ount ofroyaltiC$ paid durint: the 
pre&l.aAc ye:sr. ttP:uJgiaph J ot'dlis le:ne dues wt SjX!CdJ a dt:laj IUit:d :wtowil; !tim for the purposes of this paragraph. dle delay rectal mwunr shall be one 
doiTar r!f..lo) per acre. •••••• • • 

• 6. ROYALTY IN KIND. Notwithstanding any other provision in this le:ue, at any time or from time to time, the owner of the soil or the Commissioner 
of the &atral Land Office may, u r.he option of either, upon not less !han sixty (60) days notice to tbe holder of the lease. require that the payment of my ro~tiC$ 
ac~~(ttfsuc:h royalty owner under this lr::uc be made in lcind. The owner of the soil's or the Commissioner of the Gcncnl L=d Office's right to take its royalty in 
lcindchaliiOt dltninisb or negate the owner of the soil's or the <Ammissioner of the General L.lnd Offi~'s rights or Les.see's oblig:uioo.s, whether ex;7ress or implied. 
un<M ftflf l-ase. -.-. .. •'" • • 

7. NO DEDUCTIONS. L= agrees that all royalties 3.Ccruing under this lease (~Deluding tho$(: paid in !cind) shall be ':¥ithouc de duction fo r the cost of 
producing. plhering. storing. scpanting. tre:uing, dehydr.i.tiog, compressing, proc:e:ssing, tr3nSporting, and otherwise nulciog the oil, ps and other products 
hereunder n::ldy for sale or usc. U:s.s« qree:s to compute: and pay royalties on the gtOSl value n:ce.'ved, including my rcimirul3ements fo r scvcranc: tues and 
production related costs. 

8. PLANT FUEL A..'ID RECYCLED GAS. No royalty shall be payable on any ps as may represent this lease's proportional!: sh= of my fuel used to 
process : as produced hereunder in any proc:s.sing pla.nL Notwithsunding a.ny other provision of this lease, and subject to the written <:'lQSent of the owner of the soil 
a.nd the Commissioner of the General Land Offi~ ~e= nuy recycle ps for gas lift purposes on !be leased premise$ or for injection into any oil or ps producing 
formation underlying the leased pn:misc.s il.ftcr the liquid hydroc=-bons contained in the gas have be:n removed; no royalties shall be payable on the re::ycled gas 
until it is produced and sold or used by ~ce in a manner whic:.'l c.ntitlc.s the royaJty ownc.'"S to a royalty undc:: this lease. 

9. ROYALTY PA YMEl'ITS A..'ID REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the Gene :-a.! Land Of!ic: :u Austin. 
Texas, in the following manner. 

Plyment o f royalty on production of oil and gas shall be :u provided in the n.alcs set forth in the Te~:u Register. Rules c:.llTCntly provide that royalty on oil is due 
a.nd must be rcc:: ived in the General u.rtd Office o n or before the 5th d;~y of the se cond month succ...-::::ting the month of production. and royalty on ps is due_ and 
must be received in the Gcner.ll L.lnd Offic:: on or before the 15th d;~y of the S(:rond month succ.::din~ the month o f production, =mpa.nied by the midavlt ~:the 
owner. ma.n3.!:er o r other Juthorized 3.!:ent. completed in the form and ma.nner prescribed by the Gc::1er.ll L.lnd Offic.: :111d showing the gross 3.lTIOUnt ltld disp~SlU~~ of 
all oil a.nd gas produced a.nd the m.uk.et vaJue of the oil a.nd g:lS. together w ith l c:opy o f all docume:1ts, re<:'lrds or reports confirming the gross production. dJsposlUon 



~d marlt~ nluc iad11dlnl ps meter readings, pipeline receipts, g.a.s line receipts and other checla or memoranda of amount produced and put into pipelin1:3, tanks 
M pools and 1as lina « ps stof3ie, and any other reportS or =rds which the Genel'21 Land Office may require to verify the gross production, disposition and • 

' marlcet value. In all c:asa the authority of a manager or qent to act for the Lessee herein must be filed in the Gene1'21 Lmd Office. Eacll royalty pa)'ment shall be 
ac::ompanied by a check: stub, sched~e, summary or other remittance advic:e showing by the assigned General Land Offic:e lease number the amount of royalty bein 
paad on each lease. If Lessee pays h1s royalty oa or before thiny (30) days aft.cr the royalty pay=t was due, then Lessee owa a penalty of S% on the royalty Or g 
S25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a palllty of to-" of the royalty due or $25.00 whichever is greara 
In addition to a penalty, royaltia shall accrue lntacst at a rate of 12% per year; such interest will begin accru.ing when the royalty is sixty (60) days overdue. · 
Affidavits and supporting documents which arc not filed when due shall incur a penalty in m amoant set by the Genqal Land Office ~inistrativc rule which is _ 
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for payiDg or causing royalties to be paid as 
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law 
nor act to postpone the date on which ~ties were originally due. Tbe above penalty provisions shall not apply in cases of title disput: as to the State's portion of 
the royalty or to that po~n of the royalty in dispute as to fair marlc.ct value. 

10. (A) RESERVES, CONTRACTS AND OTI!ER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with 
its best possible c:stimate of oil and gas ~es ~mderlying this !use or allocable to this lease and shall fum ish said Commissioner with copies of all contracu lmder 
which gas is sold or processed and all subsequent agreemems and amendments to such contracts within thirty (30) days after entering in1o or making such contracts. 
agrccmenl3 or amendments. Such contracts and agreezncnts when rec:cived by the General Land Ofiic:e shall be bdd in confidence by the Gc:ncnl Land Office unless 
otherwise authorized by Lessee. All otha conlractS and I'CQ)rds peruining to the production, ttansportation, sale and marhting of the oil and gas produc:ed on said 
premises, Including the books and accounts, recdpts and dlscharga of all wells. tanks, pools, metl:rS, md pipeline3 shall at all tiroes be subject to inspection and 
examination by the Commissioner of the General Land Office, the Attorney General, the Govcmot, or the rcpr=tative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notic:e of all operations oa this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, worlcover. re-a~ay, temporary abandonment or plug and abandonment of any well or wells. . Such 
written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill Copie3 of well tests, completion reports and 
plugging reports shall be supplied to the General Land Office at the time they arc filed with the Texas Railroad Commission. All applications, permits, reportS or 
other filings that reference this lease or any specific well on the leased premises and that arc submitted to ~e Texas Railroad Commission or any other governmental 
agency shall include the word •state• in the title. Additionally, in accordance with R.illroad Commission rules, any signage on the leased premises for the purpose of 
identifYing wells, tank batteries or other associated improvements to the la:nd must also include the word "State. • Lessee shall supply the General Land Office with 
any records., memoranda. JCCOunts, reports. cuttings and cores. or other information relative to the operation of the above-described premises, which may be 
requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an dectrical and/or radioactivity survey made on the 
bore-hole section, from the base ofthe surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of 
the log of ea.ch survey on each well to the GenenJ Land Offic:e within fl.ft=n {15) days after the making of said survey. i 

I 

(C) PENAL TIES. L=ee shall incur a penalty whenever reports, doc:uments or other materials arc not filed in the General Land Office when 
due. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in the General 
Land Office. ._. 

11. DRY HOLE/CESSATION OF PRODUcnON DURING PRIMARY TERM. U: during the primary term hereof and prior to discovery and production 
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil'br 
gas from the leased premises slich. production thereof should cease from any cause. this lease shall not terminate if on or before the expiration of sixty (60) days,frOm 
date of completion of said dry hole or cessation of production Lessee commences additional drilling or ~orlcing operal.ions thereon.. or pays or tenders the next 
annual <Way rental in the same manner as provided in this lease. If. during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be · 
conffi~~~· ind abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operatic~~ .. 
until ~piration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary tenn, Lessee may maintain this 
leas!A-bltducting additional drilling or reworlcing'Oper-atioru.pursuant to Paragraph 13, us_!ng the expiration of the primary term as the date of cessation of 
proJ1¥fron41nder Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
primfl Jti1m hereof; Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the 
eXpfsti~n_~sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso fac:_to 
te~nl!; .. if at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises. payments may be made m 
acCOif:MCC~ith the shut-in provisions hereof: 

: 12. DRlLUNG AND REWORKING AT EXPIRATION OF PRJMARY ITRM~ u; at the expiration of the primary term, neither oil nor gas is being 
proG~Jufl e' said land, but Lessee is then engaged in drilling or reworlcing operations thereon, this lease shall remain in fora: so long as operations on said well or for 
drill~orlworkjng of any additional well are prosecuted in good faith and in- work:manlilce manner without interruptions totaling more than sixty (60) days during 
any gg" s.td operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or 
payn!!V.d!hut-ia oil or gas well royalties or compensatory royalties is made as provided in this lc:3Se. 

13. CESSATION. DRILLING. AND REWORKING. u: after the expiration of the: primary tenn, production of oil or gas from the leased premises, after 
once obtained, should cease from any cause. this lease shall not terminate if Lessee commences additional drilling or reworXing operations within sixty (60) days 
after such cessation, and this lease shall remain in Cull force and effect for so long as sucb operations continue in good faith and in worlcnanlike manner without 
intemJptions totaling more than sixty (60) days. If such drilling or mvorlcing operations l'C/iult 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 premisc.s in paying quantitic.s 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 rcworlcing operations result in the completion of a well as a dry hole, th.e lease will not 
terminate if the Lessee commences additional drilling or reworking operations w ithin sixty (60) days after the completion of the well as a dry hole, and this lease 
shall remain in effect so long as Lessee continues drilling or ~orlcing operations in good faith and in a worlcrnanlilce m3JU1er without interruptions totaling more 
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYALTIES. For purposes of this pangraph, "well" me:lDS any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. If; at any time after the expiration of the primary term of a lease that, until being shut in, was being m;llntained in 
force and effect, a well capable of producing oil or gas in paying quantities is loc:=d on the leJSed premises, but oil or gas is not being produc::d for lack of suitable 
production facil ities or lack: o f a su itable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the 
lease:, but not Jess than S1,200 a year for each well capable of producing oil or gas in paying quantities. lf'?ao~ll3 eft:hi3 le~c docs net spccif) a ~cl&) FeRt' l 
mnoant; thcu for the purposes of this paragraph, the dc:lay rental amount shall be: one dollar (SI.OO) pe r acre. To be effective, e ach initial shut-in oil or gas royalty 
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must be paid on or before: (I) the cxpiralioo of the primary tenn, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises. or (3) 60 days 
after Lessee completes a drilling or rcwtlfking opentioo in a.c:GOrdancc with the lease provisioos; whlchever date is lalCSt. Such payment shall be made one-ha.lf(l/2) 
to the Commissioner of the General Lmd Office and onc-half(lfl) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be 
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary tenn.. or from the fun day of the month . 
following the month in which production cx.ased, and, after that, if no suitable production facilities or suitable marlcct for the oil or gas exists, Lessee may extend the 
lease for four more successive periods of one (I) 'YCM by paying the same amolll!t each year on or ~fore the cxpiro1tion of e&fh shut-in year. 

IS. COMPENSATORY ROYALTIES. U: during the period the lease is Jccpt in effect by p:zyment of the shut-in oil or gas royalty, oil or gas Is sold ;and . 
delivered in paying quantities from a wen locaLcd within one thousand (1,000) f=t of the leased premises and completed in the same producing reservoir, or in any 
case in which drainage ~ oeauriog. tbc right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain efferove. 
for the remainder of the year for which the royalty bas been paid. The Lessee r=y maintain the lease for four more successive years by Lessee paying compcllSa!Ory 
royalty at the royalty rate provided in the lease of the marlcet value of production from the weU causing the drainage or which is completed in the same producing 
reservoir and within one thousand (1,000) feet of the l=d premises. Tbe compensar.ory royalty is to be paid monthly, one-half{l/2) to the Commissioner of the 
General Land Office and one-half (112) to the owner of the soil, beginning on or before the last day of the month foUowing the month in which the oil or gas is 
produced from the well causing the dn.inage or that is completed in the s.ame producing rc:scrvoir md !cealed within one thousand (1,000) feet of the leased Premises. 
JC the compensa!Or)' royalty pajd in arty 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
difference within thirty (30) d.ays from the end of the 12-montb period. Compc:nsatory royalty payments whlcb are not timely paid will aeaue penalty and iotcrc:st in 
accordance with Paragraph 9 of this lease:.. None of these provisions will relieve Lessee of the obliptioa of reasonable development nor the obligation to drill offset 
wells as provided in Texas Natural Rcso~ Code 52.113; however, It the deu:nnination of the Commissioner, and with the Commissioner'' written approval. the 
payment of compensatory royalties can sarisfy tbc obligation to drill offset wells.. 

16. RETAINED ACREAGE.. Notwithstanding any provision of this kase to the contr.uy, after a well producing or c:apable of producing oil or gas bas 
been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent oper.uor in drilling such additional well or wells as may be 
reasonably necessary for the proper development of the leased premise 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 primary or extended term it shall then tcnninate 
as to all of the leased premises, EXCEPT (I) 40 aac surrounding each oil well capable of producing in paying quantitic and 320 aaes SUtTOunding each ps well 
e<1pable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hacof), or a well upon which Lessee is then engaged in 
continuous drilling or reworlcing operations. or (2) tbc nwnbcr of ac-es included in a producing pooled unit pursuant to Texas Natural Resources Code S2.1 S 1-
52.1 SJ, or (J) such greater or lesser number of aae.s as may then be aiiOC3ted for production pwpose:s to a proration unit for each such producing well under the rules 
and regulations of the Railroad Commission ofTe:xas., or any successor agency, or other govemment.a.l authority having jurisdiction. !fat any time after the effective 
date of the partial termination provisions hereof; the applicable field rules are changed or the :-veil or wells located thereon are reclassified so that less acreage is 
thereafter allocated to said well or wells for production pUfl>OSCS. this lease shall thereupon terminate as to all acreage not thereafter allocaud to said well or wells for 
production purposes. Notwithstanding the termination of this le:!Se as to a portion of the lands covered hereby. Les~e shall nevc:n.helcss continue to have the right of 
ingress to and egress from the lands still subject to this le:!Sc: for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for existing 
roads, existing pipelines and other existing facilities on. over and across all the lands descnl>ed in Paragraph I hereof ("the retained lands"), for access to and from the 
retained lands and for the gathering or tr.uuportation of oil, gas and other minerals produced from the: retained lands. ~"f 

,. J 1,• 

(B) HORlZONT AL. In the event this lease is in force and effe~ two (2) years after the expiration date of the prim3t)' or extended term it shall further r 
terminate as to all depths below I 00 feet below the tot.a.l depth drilled (hereinafter "deeper depths") in each we1110C3ted on acreage retained in Paragraph 16 (A) 
ab~:e, ifk:ss on or before two (2) years after the primary or c:xtcnded tJ:nn Lessee p3ys an amount equal to ooe-balf (l/2) of the bonus originally paid as ·-. 
COI!5,dtA,~n for this lease (as specified oo page I hereof). If such amount is paid. this lease shall be in force and effect as to such deeper depths, and said 
tetlil,n'!l!illii shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths 
co-.eWb~this lease. ·• •• • 

•' • • ~C) IDENTIFICATION AND Fll.lNG. The surface acreage retained hereunder as to each weU shall, as nearly as practica.J, be in the form of a square with 
the ~oJec:ued in the center thereof; or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial 
terr11inat'l-'rlof this lease as provided herein. Lessee shall execute and record a release or releases containing a satisfactory legal descriptio n of the acreage and/or .... ~, 
depU. not l't:tained hereunder. The recorded release. or a certified copy of same, shall be filed in the General Land Offic:, accompanied by the filing fee prescribed 
by the (;eneral Land Office rules in effect on the date the release is filed. If~ fails or refuses to execute and record such release or releases within ninety (90) 
days ~er being requested to do so by the General Land Office, then the Corrunissioner at bis sole discretion may designate by written instrument the acreage and/or 
dep04 N H released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is locaud and in the official records of the 
Gene:J Laad Office and such designation shall be binding upon U.SSee for all purposes. 

·····t •! • • • )>7. OFFSET WELLS. Neither the bonus. delay rent.a.ls, nor royalties paid, or to be paid, under this le:!Se shall relieve~ of his obligation to prot.:~ 
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 and shall use appropriate means ;and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
addition. if oil and/or gas should be produced in corrunercial quantities with.in 1,000 feet of the leased premises, or in any case where the leased premises is being 
drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or 
wells upon the leased premises within 100 days aftc.r the draining well or wells or the well or wells completed within 1,000 feet of the leased premises swt producing 
in ~mmercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the st.arutory offset obligation may subject this lease and the owner of the 
soil's agency rights to forfeiture. Only upon the det.:rmination of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable starutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from 
conducting drilling operations on the leased premises, o r from producing oil or gas from the leased premises by reason of war, rebellion. riots, strilces, acts of God. or 
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obli gation to comply with such covenant shall be suspended and Lessee 
shal l not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while wsee is prevented, by any such cause, 
fro m conducting drilling and reworking operations or from producing oil or gas from the le:ued premises. However, nothing in this paray-:tph shall suspe~d the: . 
payment of dc:lay rent.a.ls in order to mainuin this lease in effect during the prim3t)' term in the absence of such drilling or reworking operations or producuoo of o1l 
or gas. 
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19. WARRAN'Ti' CLAUSE. The owner of the soil Wlltl'allts and qrus ID ckfc:nd tit.le 10 the leased premises.. If the owner of the soil defaults in 
payments owed on the leased praniscs, then ~e 012)' redeem the rights of the owner of the soil in the lnscd premises by paying any mortgage, taxes or oth r 
on the leased prem~s .. If Lessee malccs payments oa behalf of the owner of the soil under this paragraph, Le.ssee may recover the cost of these payments from ~ens 
rental and royalties due the owner of the soil .. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surfxe esta1e in the above 
described land, whether or not l.asce's int.erest is SJ)C':ified herein. then the royalties and renw ~in provided to be paid ID the owner of the soil shall be paid to hio 
in the proportion which his interest ~to the entire undivided SUrface esw.c and the royalties and rental hcreia provided ID be paid to the Commissioner of the 
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Comzuissiona of 
the General Land Office, Lessee or his authorized representative must submit to the Commwiooa oftt" General Land Office a written statement wbich explains !he 
discrepancy between the ~terest pwpon.edly leased under this lease and the a.ctUal ia!UI:St owned by the owner oftbe soil. The Coll'llllis3ioncr of the General land 
Office 5hall be paid the value of the whole production allocable to any 1m divided i.nt.cn:st not covered by a lease. less the proportionate development and production 
cost allocable to such undivided interest. However, in no event shall the Commissioner of the Gencnl Ulld Office rceeivc as a royalty on the gross production 
allocable ID the undivided interest not leased an amount less than the value of onc-5ixtcenth (1/16) of such gros3. production. 

(B) REDUCTION OF PAYMENTS. I~ during the primary term, a portio a of the land covered by this lease is included within the boundaries 
ofa pooled unit that has been approved by the School Land Board and the owner of the soil in ,accordance with Narural Resources Code Se1:tions 52.151·52.154, or 
U: ll any time after the expiration of the primary tenn or the exte.nded tcnn, this lease covets a lesser number of acres than the total amou.ct dcscn'bcd herein. 
payments that are made on a per ac:rc basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that 
payments detc:nnincd oa a per ac:rc basis under the tcnns of this lease during the primary tenD shall be calculated based upoa the number of acres outside the 
boundaries of ;a pooled unir. or, if a1\u the expiration of the p.rim;uy tum, the number of acres ac:tually retained and covered by this lease. · 

21. USE OF WATER. Lessee shall have the right to use water produced on said l311d necessary for operations under this IC3Sc except wmr from wc115 or 
tanb of the owner of the soil; provided, however, Lessee shall not u.sc potable water or wa:u suitable for livestock or irrigation pwposes for wataflood opc.rations 
without the prior consent of the owacr of the soiL 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its opcntions to all ~aal property, improvements, 
livestock and crops on said land. 

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

24. WELL LOCATION LlMlT. No well shall be drilled nearer th:m two hund~d (200) feet to any house or bam now on said premises without the 
written consent of the owner of the soil. 

'11' 
25. POUUTION. In developing this area, Lessee shall use the highest degree of c:= and all proper safeguards to prevent pollution. Without limi!lng the 

foregoing, pollution of coastal wetl:111ds, natural waterways, rivers and impounded waler shall be prevent.cd by the usc of containment faci liries 5Ufficicnt to prevent 
spillage, seepage or ground wav:r contamination. In the event of pollution. Lessee shall usc :ill mcan.s at its disposal to reQpcurc all escaped hydrocarbons or other 
pollutant and 5hall be responsible for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and dr.linagc"its 
and tank baaeries so as to protect livestoclc: against Joss, damage or injury. and upon completion or abandonment of any well or wells, Lessee shall fill and level ~I 
slush pits and cellars and completely clean up the drilling site of all rubbish the~on. Lessee shall, while conducting operations on the leased premises, keep said 
prcmis~ ~of all rubbish, c.ans, boales, paper cups or garbage. and upon completion of operations shall restore the surface of the land to as near its original 
conll~ijlld contours as is practic:lble. Tanks and equipment will be lccpt painted and presentable. .a 

• • • • 
• 

1 
• i ·~. REMOVAL OF EQUIPMENT. Subject to limitations in this pa.ragrapb., Lessee shall have the right to remove machinery and fixtures placed by 

Le~~ Ue lc=cd premises, including the right to dnw and remove casing. within one hundred cwcncy (120) days after the expiration or the termination of this 
lease t.~Jcss•the owner of the soil grants Lcs.scc an extension of this 120-day period. However, l...cssce may not remove casing from 311Y well c.1pable of producing oil 
and ts.fltl~ying quantities.. Additionally, Lessee may not dnw and remove casing until after thiny (30) days written notice to the Commissioner of the Genenl 
Lan ~"=and to the owner of the soil. The owner of the soil shall bcccme the owner of any machinery, fixtures. or casing which are not timely removed by Lessee 

und~.~~t~ of this paragraph. 
• • 

• 27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 o( this lease, the rights and estates of either party to this 
lease ~my h. assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their hei:s, devisees, legal representatives, 5uc~rs 
a.nd !f~M-IHowever! a change or division ill ownership of the la.nd, renuls, or ~yalti~ will not :nJarge the obligations of Lessee, diminish the rights, privileges 
and C3UtcS ~Lcsste. 1mpair the effectiveness of any payment made by Lessee or 1mpw the effecuveness of any act performed by Lessee. And no change or 
divis1f!171~<t'nership of the land, rentals, or royalties shall bind Lessee for any purpose un til thiny (JO) day5 after the owner of the soil (or his heirs, devisees, legal 
~p~~&!-cs or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original reccrded muniments of title (or a 
cenilied copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shail, to the cxt.cnt of the intereSt 
assigned, relieve and discharge Lcs.scc of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the ac:rca.ge. the right and 
option to pay rentals shall be apportioned as between the several owners ra.tably, according to the area of C3Ch, and fa.ilure by one or more of them to pay his share of 
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a 
certified copy of such assignment in the General Land Office before the next rental paying date, the entin: lease shall terminate for fa.ilu..re to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subj ect to all obligations, liabilities, :and penalties owed to the Swc by the original lessee or any 
prior assignee of the lease, including any liabilities to the Stat.c for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in part by 
assignment without the prior written approval of the Commi5sioner o f the Gcner.!l L3.nd Office. this le:!.Se is vo id as of the time of assignment and the agency power 
of the owner may be forfe ited by the Commi5sioner. An assignment will be trc3t.cd as if it were m3de to the owner of the soil if the ass ignc:~: is : 

(I ) a nom inee of the owner of the 5c il ; 
(2) a corporation or subsidiary in which the owner o f 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 so il is a partner or is an employe~: of such a partnership; 
(4) a principal 5tockhol der or employee o f the co rpo ration which i5 the owner of the 5oil; 
(S) a partner or employee in a partnership which is the owner of the soil; 
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(6) ~ fiducilll)' for the ownc:r of the soil; Including but not limited to a guardian, trustee, executor, administntor, receiver, or conservator for the 
owner of the soil; Of' 

(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 
23. RELEASES. Under the conditions rontained in this paragraph and Paragraph 29, Lessee m.y at any time execute znd deliver to the owner of the so"J · 

and place of rerord a release or releases rovering any portion or portions oftbe leased premises. :md thaeby sum:nder this lease as to such portion or portions, and~ 
relieved of all sub~quent obligations as to aac:age sum:ndcred. If any part of this lease is properly sum:odered, the delay renuJ due under this lease shall be reduerd 
by the proportion that the surrendered acreage bears to th.e aac:age which was covered by this lase immediately prior to such surrender; however, such release will 
not relieve Lessee of any liabilities which may have a.cau.ed under this lease prior to the s=da of such acreage. 

29. FILING Cf ASSIGNM:ENrS AND RELEASES. If ill or any part of this lease is assigned oc released, such assignment or release must be rcrordcd in 
the county where the land is siruared, and the rerordcd instrument. Of' a ropy of the recorded instrument certilied by the County Clcn of the county in which the 
inslrumcnt is recorded, must be tiled in the General Land Office within 90 days of the last exc:c:utioa date accompanied by the prescribed filing fcc.. If any such 
assignment is not so filed, the rights acquired ~mder this lease shall be subject to forfeiture at the option of the Ccmmissioner of the General Land Office.. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-desc:ribclland have bem included in this instrument.. including the 
statement of the ttue ccnsidcr.Won to be paid for the execution of this lease IDd the rightS and duties oftbe parties.. AD.y rollaLcTal agreements concerning the 
development of oil and gas from the leased premi.ses which arc: not ccntaincd in this lease n:ndcr this lease invalid.. 

31. FIDUCIARY DtrrY. The owner of the soil owes the State a fiduciary duty and DruSl fully disclose any facts affecting the State's interest in the leased 
premises. When the int.erests of the owner of the soil ronfl.ict with tho~ of the Swe, the owna of the soil is obligated to put the Stare's interests before his personal 
inten:sts. 

32. FORFEITtJR.E.. If Lessee shall fail or refuse to nW::e the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized 
agent should lcnowingly make any f~ return or f~ report rona:ming production or drilling. oc if Lessee shall fail or refuse to drill any offset well or wells in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessc1: should fail to file reports in the manner 
required by law or fail to rom ply with rules and regulations promulga.!ed by the Gencnl Land Office, the School Land Board. or the Railroad Commission, or if 
Lessee should refuse the proper lWthority 3CCCSS to the rerords pcrt::lining to opc:ra.lioru, or if Lessee or an authorized :agent should knowingly fail or refuse to give 
com:ct information to the proper authority. or lcnowingly faiJ or refuse to furnish the Gener:ll Land Office a rorn:ct log of any ~II... 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 Jaw, the rights 
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same wben sufficiently informed of the factS whicb authorize a 
forfeiture, and when forfe ited the area shall again be subject to lease under the tcnns of the Relinquishment Act. However, nothing herein shall be consttued as 
waiving the :~utomatic termination of this lease by opera.tion oflaw or by reason of :uw special limitation arising hereunder. Forfei1ures may be set aside and this 
leJ.Se and all rights thereunder reinsta1ed before the rights of another intervene upon satisfactory e-vidence to the Commissioner of the General Land Office of fut:UTC 
rompliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordana: with Texas Narural Resowccs Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered 
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under ihis lease. By ac::~;n.ance of this lease., Les~e grants the 
St..1te, in addition to the lien provided by Texas NaruraJ Rcsowces Cede 52.136 and any other applicable surutory lien, an express rontractuallien on and security 
interest in all leased minerals in and cxtrac-.ed from the leased prem~. all proceeds which may accrue to Lessee from the sale of such leased minrnl!s, whether such 
procc~dsxe held by Lessee or by a third party, and all fiXtUres on and improvements to the leased premises used in ronnection with the production or processing of 
sucholis~~ lninerals in order to secure the payment of all royalties or other amounts due or to berome due Wlder this lease and to s.ccure payment o f any damages or 
loss ~.a• ~or may suffer by reason of Lessee's breach of any ccvenant or condition of this lC3Se, whether express or implied. This lien and security interest may, be 
forealos~ with or without court proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Co~n~~~•Js:c•ner may require Lessee to execua: and m:ord such instruments as may be reasonably necessary to aclcnowledge, artacl1 or perfect this lien. Lessee hereby 
repres~lt.s thu there are no prior or superior liens arising from and relating to Lessee's activities upoa the above-described property or from Lessee's acquisition of 
this lfls~~ ~ould the Commissioner 211 any time determine that this representation is not true, then tbe Commissioner may declare this lease forfeited as provided 
here~~:· • 

• • •• •••••• 
• 34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold 

or mine~ interest for the explora.tion, development and production of oil or gas or either of them upon th.e same terms as shall be approved by the School Land 
Boar~~<\ 'lt Commissioner of the Gcncn.l Land Office for the pooling or unitizing of the interest of the State under this lease purnw~t to Tex:lS Narural Resources 
Code• ffJ~S-52. 153. The owner of the soil agrees thai the inclusion of this provision in this le:ue satisfies the execution requirements stated in Texas Natur:ll 
Resoul'tes Clkfe 52.1 52 . •••••• • • 

•! • •!l. INDEMNITY. u ssee hereby releases and discharges the State of Texas aEd the owner of the soil, their oflia:rs, emp_loyec:s. partners, agents, 
ron tractors, subrontractors, guests, invi tees. and their respective successors and assigns. of and from all and any actions and causes of action of every nacure, or other 
harm. including environrnenuJ ha.rm, for which rerovery of damages is sought, including, but not limited to, all losses and expensc:s which are cau.sed by the 
activities of Lessee, its officers, employees, and agents arising out ot: incidental to, or resulting from, the operations of or for Lessee on the leased premises 
hereunder, or that may arise out of or be occasioned by Lessee's bre3Ch of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable 
act or omission of Lessee.. Further, Lessee hereby agrees to be liable for. exonerate, indemnify, defend and hold harmless the Stare 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), 
rosts and expenses, or otller harm for which recovery of damages is sought. under any theory including tort. rontract.. or strict liability, including attorneys' fees and 
other legal expenses, including those related to environmental hazards, on the leased premises or in any wey related to Lessee's fai lure to romply with any and all 
environmental laws; those arising from o r in any way related to Lessee's oper.uions or any other of Lessee's activities on the le3Sed premises; those arising from 
u ssee's usc of the surface of the le3Scd premises: and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement or .any other act or omisSion of wsee, its directors, officers. employees, partners, agents, contractors, subrontractors, guests, invitees, and their respective 
suc~ssors and assigns. Each assignee of th is Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of 
Tex:as and the owner of the soil, their of!ic:rs, employees. and agents in the same manner provided above in connection with the ae1ivitics of Lessee, its officers. 
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 11IE Ii'o"DE:\I:NITY OBLIGATIONS 
A.~D\OR LIABILITIES ASSUMED tfl'oiDER THE TIR\15 OF TillS AGREEMEl'IT SHALL BE WITHOUT LIMITS A.'fD WrniOUT REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLUDrNG PR.E-EXISTrNG CONDmONS), STRICT LIABILITY, OR THE N"EGLIGENCE OF ANY PARTY 
OR PARTIES (INCL UDING THE NEGLIGENCE O F THE INDE;>YrNTFIED PARTY), WHETHER SUOI NEGLIGENCE BE SOLE, JOINT, 
CONCURRENT, ACTIVE, OR PASSIVE. 
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36. ENVIRONMENTAL HAZARDS. ~shall usc the highest degree of c.arc and all reasonable safeiU3fds to p~ent contamination or pollu~n f · 
any environmental medium. including soil. surfao: water$, croundwa.tu, sediments. and surface or subsurface straia, ambie:Dt air or any other euvironmcru:a~ tncd' 0 

_ 

in. on, or unda, the leased premises, by any waste, pollutanr. Of contaminant. Leslee shall not bring or pcnnit to remaln on the leased premises any asbestos •um 
eontaining matuiah, explosives, toxic:~. or substances regulated as h.uardous wastes. h2:z:udous material$., hazardous subsunecs (as the tcn:n ·Hazudous 
Substance'" is defined in the Comprehensive Environmental Rc.sponsc, Compensation and Liability Aet (CERCLA), 42 U.S.C. Sections 960 I, et seq.). or to:c.ic: 
substances under any federal. stne, or local law or rezulation ("Httudous Materialsh except ordinazy products eommonly u.se1f in conntet.ion with oil and gas 
exploration and development operations 3lld nored in the usual ~a and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHlBffiON 
SHALL CONSTITITrE A MA TERlAL BREACH AND DEFAULT HEREUNDER AA'D LESSLE SHALt INDEMNIFY, HOlJJHAR.'riLESS AND 
D £FEND TilE STATE OF TEXAS A.."''D THE OWNER OF TilE SOIL FROM AND AGAIN Sf ANY Cl.AL'r.LS. DA..'tiAGES. JUDGMENTS, PENALTIES. 
LUBILJTIES. AND COSTS (INCLUDING R£ASONABLE A TTOR.~EYS' F'EES AND COURT COSTS) CAUSED BY OR ARlSING OUT OF (I) A 
VlOLA TION OF TilE tOREGOING PROHJBmON OR (D) THE PRESENCE, RELEASE. OR DISPOSAL OF A..'fY HAZARDOUS MATE.R!ALS ON, 
1JNDER, OR ABOUT THE LEASED PRE."r((SES DURING USSEE'S OCCUP A."'CY OR CONTROL OF THE LEASED PRE:'rllSES. LESSEE SHALL 
CLEAN UP, REMOVE, RE.~Y Al'"D REPAIRA.."'Y SOIL OR GROUND WATER CONTA..'r11NATION A.."'D DA..'"GE CAUSED BYTH:E 
PRESE.'lCE OR RELEASE OF ANY HAZARDOUS MA TElUALS IN, ON, UNDER, OR ABOUT THE LEASED PRE.\IISES DURING LESSEE'S 
OCCUPANCY OF 1liE LEASED PRDflSES IN CONFOR.'r!ANCE WIDI TilE REQUIREMENTS OF APPUCABLE LAW. THIS 
INDEMNIFICATION A.."''D A.SSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAl<E'f 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL U W OR REGULATION. LESSEE SHALL l?£tl'EDlATELY GIVE TIU: STATE OF 
TL'CAS AND TilE OWNER OF THE son. WRIITEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. UPON 
LEAR.._.ING OF TilE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM A.."'Y GO~ 'TAL · 
AGE."'CY PERTAINING TO HAZARDOUS MATDUALS WHJCH MAY AFFECTTii.E LEASED PREMISES. THE OBLIGATIONS O F LESSEE 
HEREUNDER SHALL SU'RVIVE THE EXPIRATION OR EARUER TER.\-1lNATION, FOR ANY R£ASON, OF THIS AGREE.~. 

37. APPUCABLE LAW. This lease is issued under the provisions ofTc:xas Narunl R.csourc:a Code 52.171 through 52.190, commonly lcnown u the 
Relinquishment Act. and other applicable surutcs and amendments thereto, and iC any provision in this I= does not eonfonn to these SU!lltcs, the sta.tutes will 
p~ail over any nonc:onfonning lease provisions. 

38. EXEctrnON. This oil and gas lease must be signed and acl::nowledged by the Le=e befo re it is filed of record in the county records and in the 
Gcnerall.3nd Office of the State of Texas.. Ooce the filing requirements found in Pangraph 39 o f this lease have been 3acisfied. the effec::ive ~of this le45e shall 
be the date found on Page I. · 

39. LEASE FILING. Purnunt to Chapter 9 of the Texas Business and Commerce Code. this lease must be filed of record in the office of the County 
Clerk in any county in which all or any part of the le:~Sed premises is looted. and certified copies thereof must be filed in the General Land Office. This lease is not 
effective until a certified copy of this lease (which is made and cenified by the Councy Clerfc from his records} is filed io the Gener:ll Land Office in accordance with 
Texas Natur.ll Resources Code S2.18J. Additionally. this lease sllall not be binding upon the State unless it rc:c.ites the a=al and O'Uc consider.~tion paid or promised 
Cor execution of this lease. The bonus due the StaLe and the prescribed filing fe: shall a.c:c:cmp:Uly such certified copy to the General Land Office. . : 

* See Exhibit "A" Att dditional Provisions 

••• • • • . ... 
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TnLE=·------~~---~~-------------
DA TE:.____~.9:........=7jg=::::......,LL-jJ.:::..___.:__ 

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

Date: ________________________________ _ 

STATE OF TEXAS 

BY:~~--~----~~~~~------~ 
Indiv idually and as agent for the State of Tow 

General' Partne~ .. of H- S Mi neral s and Real ty , Ltc 
D:m: Tax l JJ:!f 

Fed. Tax 
STATE OF TEXAS 

BY:.~~--~--------~----~~--------­
lndividuaJiy and as agent for the State o f Texas 

Date: ________________________________ ___ 
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... . :. 

STATE OF ___________________ ___ 
(CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ____________________ __ 

BEFORE ME. the unclc~igned authority, on this day prnonally appeared, _____________________________________ _ 

known to m~ to be the person wnose na.rnc: is subscribed to tne foregoing insttumciit. as ______________ ______ _;of 

.· 
7-:-::------:~-:-:-~--:---:--:----::-:---:-----:----:---:--.---:-:--;:-;:-;-;--'and ad::Dowledged to me that be executed the same: 
for the purposa and eo~on tbcrcin expressed. In the capacity stated, md as the act and dc:::.d of said c:orpor.Won. · 

Given undc:r my band and s.caJ of offia: this the. _____ cby of ___________ _.· 19 __ • 

Nowy Public in and for __________ _ 

STATE OF ___________ _ 
(CORPORATION ACKNOWLEDGMENl) 

COUNTY OF ______________ __ 

BEFORE ME. the und~ianed authority, on this day personally appeared. _______________________ _ 

lcnown to me to be the penon whose n.une is subscribed to the foregoing instrument, as. _____________________ of 

-;:-:~------:~--::-:-~--:-~-----::-:---:-----:-:----:--7'" --:--------:--:---:--:--:-:--and acknowledged to me tb.a.t be executed the same 
for the purposes and considc:r.uion therein expressed, in the capacity sw.cd, and as the aa and deed of said C4rporation. 

Given under my hand :md ~3.1 of office this the. ____ day of ______ _ ____ _. 19 ___ . 

Notary Public in and fo r ________ __ _ 

STATEOF ___ ~~T_EXA ___ S __________ __ 

COUNTY OF_-...J...I--l~.....::0t:.!....:V!........:I....:::::)::::._. __ _ 

(INDrviDUAL ACKN0\1/LEDGMDll) 

• •. -r!ejore me, the undc~~ed authority, on this day personally appeared Cydney H. Shepard , Pr es j dent of RC Star ; 
L:~~1 , General Par tner of H-S M1nera1s and Realty, Ltd . · · 

known .,.,-10 be the pe~ons whose names are subscribed to the foregoing instrument.. and acbowledged to me tha! they executed the same for the purposes and 
consid"Cillllbooothereio expressed. 

• • • •• • 
•• ~vcn undermyh~~~~~~~~~~~~~~~~--• . ••••• • • . .. .. 

•••••• • • 
• 

Notaly Public, State of Texas 
l.4y Commission Expires 
JULY 21 I 2002 

(INDrviDUAL AClG-lOWLEDGMENT) 

kno wn to me to be the pc~ons whose names are subscribed to the: foregoing instnlmc:nt, and aclclowledged 10 me: that they executed the same for the pllf?OSC:S and 
cons ideration therein c:~prused. 

Given under my hand and seal of ofi}ce this thc:. __ Z:;_:_..::~;:..._ ___ day of 

~ 41-~ MONICA MARLOWE 
~~~Y_i;;_'-t\ NOTARY PUBLIC 
{~~-Y~)~'t'j State of Texas 
\~~9 Comm. Exp. 10-30-99 

~/11-~.g~ 
-~ o.-/r.~ 

Notary Public in and for __ __. __ ~---~--"-" __ __ 
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"EXJITBIT A" 

Atta ched to and made a part o f Oil and Gas Lease 
da ted Aug ust 19, 1998 by and between H=S Minerals and R ealty, Ltd., 

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 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 wi ll 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 of the sur.face. 

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 facil ities or tank batteries shall be erected on the surface of 
the leased premises. 

7. Notwithstand ing any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not 
pollute 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 . 

• •• s .. • J..t!ssee further agrees to maintain all drill s ites and other portions of the surface used or occupied by Lessee, its successo\s or 
• .:N~igns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional 
• u~age to the owner of the soil 's other land and crops. .-
• • 4 •• • 
~ .. ~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, 
: ~ •U:isee shall fi ll and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon . 

.. 
10 .• Leasee further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of 
• : \ su;h well , or upon the abandonment of any well location, dri llsite, tank battery site or roadway, the premises will be restored as 
:t:~eirly as reasonably possib le to its former condition at the cost and expense of the Lessee, it being the intention of the parties 
.~.lu~~to that the Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease. 
• • 

I I. 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. 
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GeDtrsl L.Jod Omce 
RdloqubhmD t Act Le.ue F or:D 
R:vi~cd, September 1991 

THIS AG~ i.s r=Ce :md e::::..-:d into :hU.J...9__d;!yof_AugllSt 1 9~ b<:~1e..--n ~ S~ ofT=, tdng by 31ld tr--ougb i~ 
a.g~t, Hi 11 Investments, J,td, 

cf 
------~P~. ~o-.~B~o--x~1~5~6~8~,--c=-e~d~a-r--~p~a-r~k~,~T~e-x---as·--~7~8"6~1 ~3~-----------------------------~~--d-~-~-~t---

(Give Pe=ct AdC=) · 
he.-:::n rc!'e:n:d to ilJ the owner of the scil (whe.ha o:1e c r more), :llld. __ ....:C~l:..:a:-y.~....:=7J~o~hn~:.;S::-=:O:o.:n:.o....-::---:-:-----:::-::-::--------

2 0 3 W . Wa 11 . t:: n i +- <=> 8 0 0 of 
Midland . T oxas 707Ql 

1. GRA.'-,-I'ING CLAUSE. For- ;xnd in c::r.siC=n:on of the :unounts .st:l1crl below JDd oft!le COVC"ll:lllts aDd ~ts !0 be paid, kc;lt aLe! pc-:fcm:: d by 
Less~ undc::" t.'lis le:ue, !be Sl.lL:: ofT= ac"..ing by 1Dd th.""Ough :he owr.c: of the soil. hc:-:!ly g;-::r;n. l= .10d I~ =.to~ fo r tl:c sole 3M only p~ of 
prospcrung :llld drilling fer :llld produc~ :lil :~r.d 635.. laying ?i?<= lincJ , building t=b. =ring oil :>:::d building row·er s~ ~k;:l:.cce lil::c.:; ::nd ori:c:: Slr.lt :::t-..s 
the:.:on.to ?ro<!uc.:, s.:rve, Ulc:: c-..n: oi, tl"':.31 md ::TJnspOrt said prcduc:".l of :he lc~ tl:c fo llow'.n3 b.cd.s siw=d in Reeves Cou.·ny, St.lt: 
ofTe:t:IS, to-wit: 

The E / 2 of Section 31, Block 56, Public School Land Survey, 

Save and Except the N/40 and t~e S/122.5 

ccnuinin.6g _ ___,l::....:;::5:...7~. -=5~--=· r::1or: cr !C!:.l. Tr.e bones ccns;c:r:ICcn ;>aid fer tbls 1= :.S ::s follow:: 
••• • • • ••• 
•••• • • • •• • 
• .... 

• • •••• 
• •••••• • • 

To~e S~ofT~:--~E~i~q~h~t~yL-~t~w~o~~a~n~d~0~2L/~1~0~0~-~-------------------------------------------------------------------
Ccl l :~...""S (.:;. _ _ ..J.8u2o...L.• J.LO.s.2~ ___ ) 

T o :...,c owr.e: of ~e soi l::_....!E~i.!::ql...!h~t:Jy~-~t:..:!w!..:o~....!a:!..!.!n~d~.!::0~2::../l...21~0~0:..::-~-=-:...::-:..-:::..:::-:....:-:...::-..:-:..-:::..:::-:...::-:..-:::..:::-:...-.::...-=----~--------------------------
Dol!a:-s ~. ____ .uR:.-~2:......u0:..~2:.__ ___ ~) 

Toul ben~ ~:::.s : C........-:lti co:. _ _ __....:OI.Llnl..!eo;_JH:u.~uun.~:d~r...JeE;;..~.dL-..;;S~,JL • ..oXo..~t;,..,y~:..f~oui.~..J.~,r--'a ...... n...,d..._..JQ~4ul:.....~.l..l.OL:.O~-::..;-::..::-:..:-::..=-:..:-:..-::..::-:..:-=-:..:-=-:..:-:..-::..::-;.;-~­
Ccil02n (S. __ __.l ..... 6 ... 4,._, ... o......,.4--'--~> 

The :!ullx:m:s ccnsice::ltco paid r:;:r=ts a bones of: ___ .!:.F...:i~f;....::t~yL.,.._...!:a~n~d~N~o~/~l;....:O~O:_.-_-_-_-....,-,_-..,-:;-n-..,--------------------------
- .......... ...,•~-- DciiJ.tS (S 5 a a 0 ) per =-:, on 3 . 2 8 1 n~ =· 

• • 
"1. TC:t.\1. S~:bj ;c: :.o :!Je othc~ provisions :n this le:l.S~. th:S !c:l.Se sh:lll be fe r l :.:= of Five ( 5 ) y earS from this d.l!.: 

(he~; ~td ';:r.mary t:,"';';l' ) :llld ~!eng t.':c:-:~'l=~ J:S oil <:.'ld g2.s, or eit.':c: c fthc:::. is ;>rccucd :n ;:ay:ng qu:lllt:ce.~ fro :n s:Ud :~d. 
As used in t."'i.s lC':l.Se, the •..::= 'prcc!u~ in p:ry!ng qua.'1tit::c.:;• me::.os lh3tthc: rcc.: ipr::; frcw :l:c ~e cr ol!lc~ :wtl:cr.·· c c.cm:r..::c:aJ :uc: of :.!-.c s~:bsw.-:c:{s) cov::-:d 
o:c::d out of pc<:lc::-opc:-:~tlorul c:::;x:= fe r tl;e s:::: :r.om .. 'ls lm ;>ast. 

3. Dc!ay Rentals. If oil or p; m p:!ying qu:mtiues IS not being proc!ucd from t!t~ ;:rc:;;t>es on lh~ first ann1wrsary date of this Le2.s: and th~re :uc then no dr1lltng 
operations b~:ng ~l,nductcd ""the prc:n:ses. thc:1 t::,; k :uc sh~!l tcm1mate un:css. e-n or bc:0rc ;~:~h :t11r.l\crsa~ date. Lessee shall pJ~, !1: d1re~tl~ to t!:c: O\\r.~: of tl;.: ;.:11 
and a like amo~:nt paid or te:1d.::cd to the C0:'\1.\IISSIO:"EK OF THE GE:-o;ERAL LA:-o;D OFFiCe OF THE STATe OF TE.\:AS, AT AL'STr.-1, TEX.-\S. :t d~b~ rem:,: m 
the amount spc;iticd m the folio" mg s.:hc.!uk mul::;>hcd o~ the number of acres th~n ~0' e:cJ o~ t!':1s lc:uc. "hi.:h p3~ mc::t. "h~:1 umcly m:!c!c. shall ccnl!nu~ th1s !c:tSc ia 
a period of one (I) additiOnal ~ ~ar. In ltk~ rnlllr.er :!r.d upon pa~ ment of the: :unour.t; set out m th~ f~Jill)wm!! schedule. th1s k:l.Se ma~ l:c fur:.~u conunu~ tor su.::essl\ c one· 
yc:~r periods d;!rin~ the prim:1.: tc:nt oi this k:uc pro,ic!cJ lh:!l pa~ mcnt ts made Cllt or bd'cre the ann" ersnry date · 

A:tr.l\ ~:pf\ Da:c L'eln' Rent~! "Cr .-\c:c 
F:m S 1.0•) 
Sc:ond S I 00 
Ti:lrd 516.67 
Fl)ur.h s 16.6i 

True and 6eFFSBf 
copy of 

Original filed in 
Reeves County 
Clerks Office 
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') 

. 4.. . PRODUCTION RC?Y AL TIES. Upcn proC!lttOn of _, il a.,d/cr gil.S., ~sse: :!.gre.:S to p:~y or =e to b<: ~aid on.:·hllf ( 112) of tr.e rovalty 
s:'rOv1ced for IJl L'us lease :o the Commlss:onc; of t.l1e C-e::c~ La.,d Offi~ of Lhc: S~ ofTcx:u, u A u.s tin., Te:::a:;, and oce-half (112) of rue !I royalty to th; 

0
• 

t..':c soil: _ · Wile of 

(A) C!L Roy:llty pay:!l;le on oil, whic.'l is de5.od as :nc!:JC!:r:g :111 hyd:~c::rtcc.s prcdu~d in a liqt:id fc r.n 31 tl1e :;:cu:h o f the we !I :l!ld also 
conce:u011:, distill:u.:, ~d ot..'le; liquid !lydrvC.irXns rec.:>v::-:d :rom oil or ;p.s ru., thr::lug.'l a S<:;::l.:"J.:cr or othe; e:;u i;:~<= :-. :, as he:eir:a!'...:: pr..vic:d., !lull be as ail 

3/1 6 pz.."t of the g=-oss procuc-Jcn c r th: :r.arlcct v:~.h:e thc:.-:oi; :u Ll".e opllon cf C:.e ow;-.:::- of!!: : soil or :.'le Cc=is.:::oner of L'le 
C-::r:er.!l L:l!ld Offi.:.:, sucb v:!.lt:e to be cc:.-:..-:n.i.c.cd by I) the :Upc:st pos-..:d pric~ ph:s ?r::;,il!r.l, if :wy, oe-:n:d c r paid for oil, c.:>nce:-.s:u.:, dls-.il l:u.:, or ot..'l:: liq •'d 
hyCroc:uboru. r-..spe~vely, of J lilce :y;x J:Jd g::-rnty in the g~::;-:1.1 ar::~ when: produc=d anc w~C":l r.m, or 2) t.!:e h ighest :n.uX:t pr.c.: t..':e-:-..of offc::d or p;tid in~ 
g::~er:!.l area wh:::: produc.:d :111d whe-:1 run, or 3) t.'le gr::>s.s ;:roc=c!.s of the S:l.le t..'lc:t:ef, ·r;vhjc:.ic:-tc: :S the greuc:. U:s.s::: ~-S th:u bef:ln: ~y g:u ;mxbc.:d fr;, e' h 
l c:-o~d premises is sci d., us.:d o r prO<:CSSd in :1 pla.ot, it •.V:II be: :-un .5-e: of c.:>st to the roy:llty OW!:C:S :.'.rough QJl U:equ:u:: oil :u:d ps se;:u:ucr of ~nvcr:tlcr~ ~- e 
otr.~: equipment :u leJS: J.S efficie-:11., so t'lz:t all liquid hydrcc:IT!x:r.s r..covC'.l.i:lc fror:1 the~ 'by .ruc..'l !Ilc.lru will be rc-...ovt::::d.. Tile r::;~i~::::e:1t &..:.t !t:ch gas be or 
t.."lrcugh a separ:uor cr othc:-: equipment rxry be wajved in wilin3 by the roy:llry OW:lers upon sucb t:..oo;ns anc eocditions as t.':c-; pr-..sc:-:l::e. i"U.:I 

. . (B) NCN PROCESS:!D GAS. Royalty on any gas (includL,g fl:lr.:d _&:!.S), whi_cb ~ ce!ined as cll hydroc::lr.xl~ and ::=ous subsun= cot dc!'Ine::l 
as 011 m subp:u-J.gr.lph (A) a.lx:ve, prcdue.:d fro:::1 a.r:y wcU on S<Uc !:llld (~c:;:t D prov1<!cd hc:.--c::n w1th respect to ,ps pro=d m a ?lant fC!' t!lc =:lcton of 
gJ..SGI!.,e, liqcid hydrocuO<:ns cr ot.'!e: prtx!uc::s· !.hall be 3/16 p:o.:! o f ti:e ~s.s ))rodt:don or :he :nar'.c:t v:!.lt:e :!:l=C. u :h.: option of:r. 
O"-'Tler o f the soil or u':e Cor:v:llssion:: of~ Cc;:Jc:-:::.1 i..J.r:d Or::=. such ' :ll::e to be based oa :.':.: :UV:cs: mu'.c:: pf.c.= paid o r cffc::d icr ::u oi coo:parnble qu:Uity ;e 
the gencrJ.I ar-...a where ;:rceuc:d :u1d w!:c;:J run, or the gross pric.: ;:>aid or oe'cr:d to tr.e prcdu=. whicbcve: is the g:re:u.::; prcviccd lC.:u U:e :n.a::c:mum pr:::s.su-e b= -.n 
in .T.cJ.SUring the gas unC:: :his ICJ.Se llull oot u :my time cx=d 14.65 pounds pe.: sqUJ..-e :nc:.'l ~h.-..:., a!ld the =eud t= t=lpc= !.!l.J.IJ be si:r.1 (60) 
c!egre:.5 Fahre:-.heit, cor.--~on to be r.u.C: fer;:>=-..= =rdil:g ~Boyle's Llw, J.nd !"or spe:L~e g;:rrity =rding :o tes:S c:a.c!c by U:: B.llil..:lc.: ~:t.Uld or c-y tt.e 
n:cst approved me:.'Jcd Of !:sting be:ng USCC by :he :.nd:l.).;y 31. L'le tiJI:e of testing.. 

(C) PROCESSeD GAS. R.oy:llry on wy ps ;::r::-c.:ssd in :1 psoline ?IJ.nt or ot'le:- ?I ant for tl-.: recovery of g:!.!oline or ot':cr liquid hyc!r'O~ns 
sh::!.ll t-<: 3/1 6 par~ of L':: residue 3~ Jr.:! the liguid hyC..-ccJ..~ru CX"-~.::! or t..':c rr.='.c:-! 'IJ.h:e ·.'Je:-:o f, az. :he opcon of l.he 
o·,v:,c: ofth: ! oil e r :he Cor.uniss:e:::r of the Ge;:cnl bnc Cff;.;:. All roy:llt.i~ due l:c:-cin shall be b:!!ed on oru: hur:ercd :x ~ ::-::~.1 (lCO%) o:":.'le to(.J] ;lam 
prc-<!l.:c:.ion of n:sict:c g:!S a~cu!:ll:>ie to ,5::!:5 ;:rcduc:c frcm :.'1:.; k:!S~ a.,d en r:r.-1 ;Je7~-:Jt (50%), or :b;u ;x~c:nt ac;;;-ubg :o l.:s;~::, w::ic!':ev er is lhi: g:-...J.t.:r. of tr.e 
:o:.JJ ;JIJ.nt proc::c:icm of I:c;t:id h;errc;:u::Cr.s a=iouD-01: :o t.i:: g:u procuc=d from t.'lis le:l!e; ))r.:v!c!ed · ~ ;u if liquid hyd...:cu:;c:-~ m: r:~::...-:: d !:-em ;::s ;r.:c:.::;:d 
in a pi:J.nt in which Lcz..;c:: (cr :ts ;m::Jt, !:J:s::::iz.r:t or :C:!ia:.:) ew:".s :Ill inte::~:, tr.e:: L'le ;:e:c::::::..~: J.;. ?:i.:-*1: :o !ic;t:id h;C..-c~oru !..'1all x f:..'ry pc;-;:::: (50"/o) er 
t.':e ~.ig..'lest pc:-....:nt ~c~ir.g:;:, l :.'lird pl.:;:t ;>~c:..:;s:ng ;p.s t':I.-:t:g..'l sec~ ?l::.t:l unc~r a ;:rc.::ss:q Jg::-: ::r:c::t :Jc~cda:.:d 31 = 's kr:;r-i (or i.:" :.he:-: !s no sue~ L'li::! 
par:y, t'l: hig..'le.n j::c:-c:::r :.':c:1 bc:ng ~J:e:.lf:ed in ;:r.:c:s.si..,g ~-:=e:lts cr -:.:r.=:.z L'l t.'.e i::c1.!S:ry), wh!c!':e ·•~; is :.he:~-:.:::. T i:lc r.::iJ:c=-::'1: :-o~:!.lt:~~ on ~s:cu: :SJ.S 
J.r:c co liquid h~ercc:-J;,or..s sh:li l be c::.:~i.~:d o; :) the hig..'::~ :::a.1c:: pr.c: p:lid or ot:::-:d :::r .l.,Y g:s (cr liq!:i: ' ·::l crcc:l..-::cr..!) o fc.::r..;; .. ~ie c;lci:ry :n :.':e 
g:::e:cl :uca. er ::!) :be ~ss ;:r.::.: ;Ja::l -:: r ::c::::: :·:::.r s::e!J r:::.i:;-.: ,p.s (or L'lc wc!g.':t.:d ;:-1::-:1g: ~!.S :;:!l i..::g ;:r.c= ;;;~ t!:c r::::;:-<:=:;·te ~ oi l iqt:!d !lydrc~n.s), 
wr'~"'Jteeir is t..":: ~-:.:i.:!:'. L'1 :to e -r e~!., hc'¥cv:-:, s..~c.iJ t..i= ::;y:l!:lc.; ?3y3..ble cr.Ce: :,.'j!.s p~_,;;:lph ::.C: !e..:3 L~an t..~ :: roy3l:..:cs ·,v~ic!'l would r..3.v e X::1 ..:uc: had !.~c: gJ.S net 
be¥1 , l'll)=cd . 

•••• 
• •• • : (D) CTr::ER ? RCDt:crs. R.:l:o-:J::, on c~~:l '::bc!c, !l.: lphu: or :L,y oL':er ;Jroc:.Jc::-.:; Fr:c!u~c c r rr::~.:m!~c:ur:c :'::: :- :;:!.S <~~::;H::-.g lic;:::<l hyercQ:::cr.s) 

w;,e~:r s:1id g:::s l:c: ·e~:ng:-. ::>..C, • ' di'f, • cr :.n y o rJ:e: J;:l.S, b:o- =-=.c:ion:1t.ing. ~u......,:::g or any ct.'::: ;:-r.:c.::;s::>;: !hal: -., ., 3/16 p:L-: ~f :.':: 
g:cfS.~r"duc:.ic:1 of suc!l pr.:cuc~. or t!:e ;;Julc::: v:llt:e U:e::of, a: :.'le eption of ~~e O"'':le: o i:.':e ~il or :.ie C:::.=i!s:or.c: cf !l:c C-c:1e~ L..l.'ld Or.:c:, sc::: :-:JJ.rke: 
't'i!it::e.'.o. 'l!t dc::;-;-;;ir.ed as :::!lows: I) on:.':: '::as:.S v fL':.e l'lig.'::s: ;;:ark:: pric: of -::lch ;:roc::c: :N :.':~ ~a:::e ::1e r.t.'l in whic!'l S'.!C!l ;Jrodcc: is ;:rocce:d, or:!) en t':e 
b:!.S~ of ~c avc::;,g: gre~s sal e pric.: of : U:~ ;Jroduc: fer t.!:e so.::~c: :;-:cnth in whic!'l S'.:c!J ;:ro-:iuc:.s !r': prcduc.:d; whic:tev: : is t..':e gre:u:: . 

•••••• 
• • 5. MIN!l'.!t.."'i'<l ROYALTY. Dt:.-::1g my yeJ.r af.:~ t'lc : :::pir.Jtic n of the prima:-/ ~:::1.:f:.':is leJ.Se, i i::~ is !c:!.S:: is :t:Jir.t:lind ~y ;:rcc!cdon, the :oy:Uties 

paid •!ndcr thi;; kase in no event s~:UJ be less L'lan an J.."ilCu.,t cq'.l.:l.! to the tot:ll annual de!ay r::1t."!l !':c:-:~, provic!::!; ot':e:-wi.s-:, the;: sbll be cue and pay::.blc on or 
bc:f,r,~rr•= ast d:1y ofll: e rr:c:~:h s~.:c::::d:n;: the :1nnive:;:uy d:u: of this le:!Se J SU.'Tl equJ.I to the :ct:!.l ::nnu:ll n:::::li!ICS.S the a.-:::eunt ofrc:;t:llt:e:s paid dW.ng :he 
pr.:~di:~g~cu. lf?:n..,..__,:. j of this !c:xs- dcxs 1.cc spc-JJ a .;_:aJ , uw:l ::n:; ,uunt; thc.1 for t'le ;:t:..--;:ose:: oft.'lis pa;·:~g;:;Fh. L':e cel:1y rental = c t:r:t sh:!.ll be or.: 
do 1~3£HHO) ;:c: :~c:-e. 

• • 
6. RC Y Ai. TY CN K..">ID. Nc~>~iL'-..s:=ding :lrlY c1.':e: ;:r-ovisio:J in this 1~:. :u m:' ti.-:-:e or ::-o1:1 tirr.e to t.ir.:e, t!:e owr.c:: of L!:e sci! or:!-.: Comr:1is.sioncr 

of L':e Ge:Je:-3.1 LL,d Qff:c: r:-:3)', ~ &.c CJ:~cn .;f : :t.'lc:-, upc:1 ::ct !e:;.s ll':J.n six.-;1 (~0) .!:~ys :\0:: -= :o :.':e :-tel de: of t..':e leJ.SC, r.:ql!i:-=: :h:u t':: ;:ayrr:::'lt of JnY roy :!.I ties. 
~c=:'.ling to such r.:y:llty owr:e: :me~: tl:~ :e:lSe t c ::-~:Ji: i:1 :Cnd. T.;e cwner ef .::. ~soil's or :..'1: C.:r..r:::issicr.c:- o f:.':: G ::::::-:ll ~~d oe~·s r.ght :o t:llc: !t.s :cy:ll:y In 

k!nd shall not diminish o r n : g :w: ~: ow::c: of :1:.:: soii's or th: Cor.-"':li.ssicne r of t.'le 0::::.":1.1 l.lnc CF.:c.:'s rig.'lt:s or L.:s.s.:::'s oi:lig~ons, wh.:::.!:er c.:qr: $S or i::Jj:lid.. 
unc:; this le:!Sc. 

7. NO DEDt:C"r.ONS. ~= ~:s :..'1:1! J.!l roy:llce..s J.Ce.'\l!ng \!/lc:!:r t..'lis lease (:::c!~c: ::g tr.o~ pa:d in k7..rld) s!l:!.ll be •Nit':cut d e:bc::on fe r :l:e cost of 
proc~:c :ng, gaL'lc::ng, stcf.ng, se;;;!.r.l!i.n~ T.:u.i.ng, d:hyd::!ring, c:::npr:.ssing, prc=ing, :nnspcr::ng, :md o&.r. .. 'isc ::1J...'<.:r.s ~e oil, g~ anc:! oc.'::: prcc:!u~ · 
her::.:nde: ready fo r sale c r 1.!Se. l:s.;e: ~-S :o comput.: and ;:ay royJl:::c:; en the bfOSJ vJlt:c r:~:v ::i, inc!\lding :u:y :-:!::1bc.r::e:nenu :cr .S.."'Ve:-Jnc: :.J;t::S :u:d 
proc:..c:icn r:L:Hd ccs:s. 

8 . PLA.'<T Fl.rE.L A.."'D R.::C':'CLED GAS. No rc~J.!ry s~:ll l ~ ;:ay:lt ' c e n J..~!' gJ.S J.S r..J.;t r:;:n:se :lt this Je:..;.: 's ;: r-:pcnicr:at.: !ha::-: o i:1ny f~:l us:~ to .
1 prcc: ss glS prodt:c:d he:-c~r.cer in any pr.:c:ssir.g ?l:lnt N c:w:t.'-..s:=ding :t.'l)' ot"le: ;Jrcv~icn cf :.'lis lea!:, 2.lld subjcc: to t':e wrir~:: ~i'l!et o f:.':e owr.c: of:h~ se t 

::..,<.! :.':: Comrr.is;ior.c: of :he Gc::: ~..l b ::d Off:c:. L.:ssc: rr.l;t :-:s , C:c g:l.S fer ,las !i:1 ;:u~Se$ en ~':c k::.:::d ;:n::::ise~ cr :cr mj :::::on i:1to :t.,;, oil or gas ;:ro<h:c:ng 
fer.:-.~r:on unce:ly ing t.'le !::!!d ;:r::nises !.:'\ : :the !i<;uid hyerco;;:;:X:r.s contXJ:d in t..':e ps have '::e::1 r.::nove :!; no rcy:!.lti::s sh:lll be p:~y:l.C i c on t.':: 1 ~ :yc!:d ;as 
unt:J it is ;noduc:d Jnd ~c!d o r •J.Sc:! by L.: ::..s:: in .1 ;r.:;,n,, c: w!-.ic:-:. : ::tit!es t..':e :oy:!.lry owr:c:; to l ~cy:J.!t;, \!r.Ce: t'li3 I:J.S: . 

9. ROYAL ;y ? A Y\!2ITS X'·"D RE?C"-7S. A!! ;o·:~r: : s net ~::1 in k:r:d ;~:Ill l:e pid to L':: C.::: :r.r:J:~s :cn : : o f ~':c G:~=~ L:!..,d C F.:c; Jt .l.:.:s:i:l, 
T = ~:l.S. in t.'1c fei:owir.; ::1:1-"L~c:: 
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iltld market value !ncluding g:u metcT n:uling.s. pipel ine n:ceipts, p.s line n:ceipts and other c:hecks or memoranda of amo unt produced and ~ut into pipelines, tanlcs 
or pools and gas lmes or gJ.S SUlrage, and any other reports or records whlch the General Land Offi~ may require to verify the gTO.sl produc:t~on, disposition 3lld • 

' market v~ue.. In .t.IJ cases the authority of a mana.gCT or agent to act for the Lessee bcrcin must be filed in the General Land Offic:.. Eacll royalty payment lh.t.IJ be 
a.cccmpanlcd by a check nub, schedule, summary oc od:er remittance advice lhowing by the &.sligncd Gc:neral Land Office Je= number the illTIOWlt of royalty be" 
paid on ea.ch le~t. lfL=ee pa}'3 liis royilty on or before thiny (30) da)'3 after ibe roYalty payment was due, ibc:n ~e ~ a penalty of 5% on the royalty Or lllg 
S25.00, whichever i.s greater. A royalty psyment which is OVCT thirty (30) daY" late shall a.c:rue a penalty of 1~h of the royalty due or SlS.OO whichever 13 ~ 
ln a.ddition to a penalty, royalties shall accrue int=t at a rate of 12~. per ye3r, such interest will begin accruing when the royalty is sixty (60) daY" overdue. · 
Affidavits and supportins documents which are not fil~ when due shall incur a pecalty in m amount set by the General Land Office administrative rule which is 
effective on the d.1te "<¥hen the a.ffi<Uvits or supporting documents ~due. The Lessee shall bear all responsibility for paying or caw in& royalties to be paid as 
prescribed by the due date prov:ded here in. P aymatt of the del i.oq uency penalty shall in co way operate to prohibit the StaLe's right of forfcitore as provided by 1 a w 
nor act to postpOne the date on which royalties were origin3Jiy due. Tbe above pe:lalty provisions slull not apply in C3SC3 of title dispute as to the Stat.:'s poruon or 
the royalty or to that portion of the royalty in dispute as to fair matUt value. 

10. . (A) RESERVES, CONTRACTS AND d'IRER. RECORDS. Lessee shall annually furnish the Commissioner of the Gc:ocral Land Offia: with 
its best possible estimate of oil and gas reserves underlying this lease or allocable to this l~e and shall furnish said Commissioner with CQpies of all CQncncts under 
which gu is sold oc pTOCeSSoed and all subsequent agre::nerm and amendments to such CQDtraaS within thirty (30) da)" after c:ntering into or malciog suc:.'l contracts, 
agreements or mlelldments.. Sudl contrac'-3 and agrccmcnts wbe:n reeeived by the Galaa1 Und Office shall be bc.ld in confidence by the Gc:ocraJ lAnd Offia: unless 
otherwise authorized by Lessee.. All otheT c.ontrac:u and records pc::uining to the prodw:tioo, tran.sport.a.tion, sale and marlcaing of the oil and gas produced on said 
pn:mises, including the books and a.ccount:s, receipts and discharges of all wells., tmlcs, pools., me ten, :md pipelines shall a:t ill times be subject to inspection and 
cxamlnation by the Commissioner of the C-c:nc:ral Land Office, the Airomey General, the Governor, or the represent:Uive of any of them. 

(B) PER..'vUTS, DRII..LING RECORDS. Written ootic: of.t.ll operations oo tbi.s lease shall be subm.itl.l:d to me Commissioner of the General 
Land Offic: by Less~ or opcr.u.or five (5) days before spud date, W"Crlc:over, re-<ntry, temporary abandonment o r plug and abandonment of any well or wells. Such 
written netic:: to the General Land Office shall include CQpies ofR.tilroad Commission forms for applic:l1lon to drill Copies of well tests, completion n:ports .and 
plugging reports shall be supplied to the General Land Office at the time they are filed with the Taas Railroad Co mmission. All applications, permits, reports oc 
othCT fil ings that refe rence this le~ oc any specific well on me leased pre:n ises and that are submitted to th_e Te:xas IUilroad Commission or any other governmental 
agency shall inc!ude the word ·sc.w:• in the title:.. Addicioru.lly, in accordanc: with R.illroad Con:mission rules, any signagc on the le~d pre:nises for the purpose of 
identifying we!ls., tanJc batteries or other a;ssoei:ued improvements to the land must also include the word "SWI:. • L=ee sh.3.Jl supply the GcnCTal Land Office wit.'l 
any reCQrds, memoranda. ac.c.ouou, reports, cuttings and CQCC:S. or otha informarion n:lative to the opc:ntion of the a.bove-desc:ibed premises, which ~y be 
requested by the Cco=U Land Office, in addition to the= herein expressly provided for. L:::s.se:: siWI have an electrical and/or radioactivity survey made oa the: 
bore-hole section, from IDe base of the surface casing :o the total depth of well, of all wells drilled oa the above described premises and shall transmit a true copy of 
the log of each survey on each well to the General Land Office within fl.ftt:n (1 5) days afu:r the malcing of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whene-ver reports, docurnenlS or other mat=:ials J.re not fi led in the Gc.neral Land Office \\;hen 
du~ ne penalty for late filing shall be set by the General Land Offic: a.dminiscra.tive rule wbic.'l is effective on the date when the materials were due in the Gcner.l! 
~c!~~ce. .• 

• • •! •: 11 . DRY HOLE!CESSA TION O F PRO D t:CTION Dt..'RJNG PRIMARY TER.\.t U: during the primary tcr:n hen:o f :md prie r to discovery and production 
of o~r or gas o n said land. L.::ssce sho::Jd drill a dry hole or holes thereon. or if during the primary tc:m hereof and after the discovery and :u:rual production of oil o; 
gas t1om the leased premises such production the:-eof s..iould =from any c::wse, this lease shall aot taminate if on or bciore the expiration of sixty (60) days from 
d~ ar completion of said dry hole or c.:ssarion of production Lessee CQmmc:t~ces additional drilling or reworking ope:a.tio ns th=n,.or pays or tenders the nat 
iltlnl!:r'd"elay n:nul in the same manner as provided in this lease. If, during the last ye:Jr of-the primary te:m or within sixty (60) da)" prior the:-e'.o, a dry hole be 
cow!c;wl and abandoned, or the production of oil or gas should = for any c:~use, L='s rights shall remain in full for= and effect w ithout further operatic~. 
untiJ> the e~piration of the primary term; and if Lessee h3S not resumed production in paying quantities at the expir.uion o f the p rimary term, Less~ may main cain this 
lease &y CQnduc:ing addit ional drilling or rc:worlcing operations pursuant to P:u-agraph 13, using the expintion of the primary term as the date of cessation of 
product.io~ undc:r P~ph 13. Should the lint well or any subsequent well drilled on the J.bove desc:ilx:d land be CQmple:.ed as a shut-in oil or gas well within the 
pri?r~·l ~rm hereof; ussee may resume payme:1t o f the annual rcnul in the same manner as provided herein on or before the re:1tal pay ing date following the 
expintion4lfsbtty (60) days from the lbte of~mpletion ofsuc.'l shut- in oil or gas well and upon the failure to make such payme:lt, this le3Se shall ipso facto 
te~OtYe~ :rrat the expiration of the primary tz:nn or my time thereafter a shut-in oil or gas well is loc;~tz:d on the le:ued prem ises, payments may be made in 
a ccordanc: with the shut-in provisions her.:o i 

12. DRlLLING AND REWORX.ING AT EXPt:RATION OF PR!MARY TE~ It; at tbc o:pintion of the primary term, ne ither oil nor gas is being 
produced on said land, but Less~ is the:t engaged in drilling or reworking operatio ns the:-::on, this lease shall rc;nain in fo re: so long as oper:uions on said well ~r for 
drilling or rewor!cing of any a.dditional well are prosec:Jtcd in good faith and in- worlcmanlilc: manner without in c.crruptions touling more than sixty (60) days dunng 
any one such opc.""Jtio n, and if they =ult in the p roduc:ion of oil and/or gas, so long there:Ut:r as oil and/or gas is produc:d in p4)'ing quantities from ~d land. or 
payment of shuc-io oil or gas well royalties o r compensaLCry royalties is made as provided in :his lease. 

13. CESSATION, DRllliNG . AJ-<"D R....~OR.'<ING. tt: a.ft.cr the expiration o f the primary c.crm. produc:<Jon o f o il or g~ from the leased pn:mises. after 
one: obtained, should cease from any cause. this lease shall not termin:u.c ifussec CQmmc:nc::s :uldi tional drilling or reworlc:.ing 0per:1tions within sixty (60) days 
after such c:ess:uion, and this le:ue shall re:nain in full force and effect for so long as such operations <:tlntinue in good faith and in workmanlike manner without 
interruptions totaling more than sixty (60) days. Ifsuc.'l drilling or rewo rlcing opcr:uions result in the production o f oil or g as, the lease shall remain in full force and 
effect for so long as oil or ps is produced from the leased premise3 in payi:1g qU.lll ti ties or payment of shut· in oil or g;u we: II royalties or payment o f compe~atory 
royalt ies is made as provided herein or as provide d by Jaw. If the drilling or n:worlcing oper:uions result in the completion of a. wc:ll as a dry hole, the lease wtll not 
term inate i f the !:.. :ss~ comme nces addicion:ll drill ing or re·.vorlcing ope=-a.t.ions within sixty (60) days after the com ple tion o f the we ll 3S a dry hole, and this lease 
sh all remain in effect so long as u ss:: continues drilling or n::worlCng operations in good faith and in a worlc:nanlilce m;mne r without inc.c:ruptions totaling more 
than sixty (60) days. Lessee shall give wna: n notice to the General Land Offic:: within thirty (30) days of any cessation ofproducticn.. 

14. Si-!UT-IN ROYAL TIES. For ;Jur;oses of this pangraph, "well" me::ms any well that has bc:n assigned a w e ll num b<:r by the state agency havin.g 
jurisdiction ove: the production of oil and ~35. u: at lilY tir:1e :lft.::: the eXiJiraliOn o f :he primary term of 3 lease that, unt.:l beir.g shut in, was being mrunuincd !n 
forc.e and cffc::t, a well capable o f producing oil o r gas in paying quant:ties is loc:ucd on the le~d premises, but o il or g;u is not being produc::d for lade ofsutt.Jblc 
p roduction (;!c;i it:es or lade o f a suit.lble ma.rlc:t, the :~ Lessee may ;:>ay 3S a shut· in oil or gl.S roplty li1 lrnounc eq~ co doubl e the annual re ntal provided in the 
le3Sc, but not less th3Il 51,200 3 yeJI for c :~c~ well capable o f ;>roduc:ng o il or g3S in paying qu~ :itics. lf?a:30§4 -,.. h 3 oft:!.is lc:tSc dces I!CC specl .y a dcls; 11P'Y 

-8 dMt, •li•R for !.he purpos: s o f this par.~gnph. the cclay rental amount sh:lll be one dollar (:Sl.OO) per ac:c. To be e ffective, e3ch initial ohut·in oil or gas royalty 
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must be paid on or before: {I) the: cxpintioo of the: prim.uy ~nn, (2) 60 cia)'$ afta the L=cc: =sc::s to produce oil or gas from the: !cased Premise$. or (3) 60 da 
after l.cssce C:O~pletes a drilling or ~g opcnlioo in accordance with the: lease pro~isiocs; whlcbc:vc:r dale is latest. S~ch ~&ymcnt shall be made ooc-hzJPin. 

. ro the: ~omzms.s1oner oft.IJ,. C..:r~171 Lmd Office and onc-half{l/2) to the owner of the so1l. If the shut-in oil or gas royalty 1S pll.ld, the lease: shill be considered~~ 
a prod~cing lc:asc and the payment shall c:xttDd the ~rm of the lease for a period of one ~from the c:nd of the primary tam. or from the: first day of the: month 
foilowmg the month in which production~ :a.od, :1ft.cr that, if no suitable production fxilitic::s or suitable: marlcet for the oil or ga:s c:xisu, Lessee lll3)' c::t~nd the " 
lease for four more suc=ive periods of one (I) yeM by paying the same :unount C3.cb yeM on o r before the c:xpiratioa of each shut-in yt::~r. 

. ' 
15. COMPENSATORY ROYALTIES. u; during the: period the lease is kr,lt in etr= by pzym~t of the shut-in oil or gas royalty, oil or gas 1s sold and · 

delivered in paying quantities from a wen loc:aLCd within ooc thousand (1,000) fcc1. of the leased prcmisc3 and c:.omple~d i.o the same producing n::::noir, or in ury .. 
case in whic~ dn.in~ is oc..-uning. the right to continue to mainuin the lease by ~ ~ the 3hut-in oil ot gas royalty shal.l cease. but the lease lhall mnain eff~· · · . . 
for :he rc=ndc-:- of !be "f= for whic:!l the royalt'f bas bee:~ paid. The t.ess.c: may m~t:lin the lease fer [our more su=ive yc:ll3 by Lcs.see paying COillpeT!sam · 

royalty .a1 the ~y~ty r.u.e provided in the I= of the nwket v31ue of production from the we~ ~ing the ~c: or wbic:!l is u:~mplet.cd in the same producing ry 
reservoiT and Within one IJ:cusand (1,000) fed of the !cased premises.. Tile compc11S210ry royalty 1S to be pa~d monthly, onc-ba.lf{l/2) to the Co~ioncr of~ 
Gcncrall...and Office and onc-h31f (1/2) to the owner ofrbe soil, beginning on ot before thc: last day of the month following the month in which the oil or gu is 
produced from the wcll =ing thc: cir.Unage or tba: is completed in the same producing .n::servoir =d )OQ.ted within one !how and (1,000) feet of the lc:=d ~ 
If the compensatory royaity paid in any 12-month period is in an amount lc::ss than the annual sbut- in oil or gas royalty, Lessee 3hall pay an amount equal to the 
difference within :hlrty (30) d.:l)'$ from lhe end of the 12-month period. Compc::ua10ty royalty paymc:ntl which ;u-e oot timely paid wilt:u::rue penalty and interest in 
a.c:ordan~ with Pan.gra;lh 9 of this 1=. Nooc: of these provisions win relieve Lc:s= of the obliptioa of=on:lble ~opment nor the oblip.r:ion to drill olfsc:t 
wells a.s provided ?n T=as Narur:U Rc:socr= Code S2.17J; bowc:vu, at the det::mination of the Commissioner, and with the Commissioner's wrillal approval., the 
payment of compensatOry royaltiC3 can S3risfy the obligztion to drill offset well.;.. . . 

16. RETAINED AC:u:AGE. Notwithstanding any provision of this :ease to !he contrary, at'lcr a well producing or c:~pable of producing oil or gas 1w 
been comple~ o n the leased p~misel_ Lessee shall exercise the cfiligenc: of a reasonably prudc:nr opc:ra!Or in drill ing such additional well or wells u may be 
re:JSonably n~ for the proper development of the lca.sed pn:misa and in marketing the production thereon. 

{A) VERTICAL In thc: c:vot this lc:ase is in !"ore: and eff~ two (2) years ~.u the c:xrintion ~of the prirn.vy or c:xtt::dcd term it shall. the:~ tc.:mitwe 
as to all of the lc:asc:d p=nisc:$. EXCEPT (l) 40 acrc:s sum::unding exh oil w-ell c:~pa.ble of proc:Nc:.Og in paying quantities and 320 = SUJTOunding c::ICh gas well 
ca.pable of producing in paying quantitic::s (including l shut-in oil or gas well as provided in P~h 14 ho-eof), or a well upon wbicb Lc:s.see is the eng:tged in 
continuous drilling or rc·working opc:r.u:iens, or (2) lhc number of iiC:"'..s included in a produc;ng pooled unit pursuant toT c:u.s N3lllral Rcso~ Code S2.15l-
51.153, or (J) sue;, g:--..= or lc:s.ser number of aces as may then be aJioc:ucd for production purposes to a pror.u:ion unit for c::u:!l sue!! prod~ing well ur.dc: the rules 
and regulations of:l'le R:Uiroad Commission ofTe:us, or any sue=r ag::1c;y, or other goveromecul authority havingjurisdie::ion. lfat any time l.!'kr the effe=rivc: 
date of the partial ter:nination provisions hereof; the applic:lble field rules ar: c.'langcd or the ~ell o r wc:lls located thereon :ue ~clas.siiic:d so thai. less acrc::~ge is 
ther=.ftu alloc:~ted to said well or wells for production purposes. this lc3.Sc shail thc:-c:upon te:m.ir.att as to all ac:-:::~g~ not th~er alloQ.!ed to said well or wells for 
prcau«toi' pw-)-A)scs. Notwiths=ding the tennirution of this l=e a.s to a portion of the lands covered hc'eby, Le.ssc:: .sh;:ll nevertheless continue to have the rig)lt of 
in~~., and :g:-css 5-om the lanc!s still subjea to this le:J.Sc: for all purposc::s desciOc:d in Par.lg:-:lph 1 hereof; together with easements and rights-of-way for existing 
roa4s,. Aisting pipelines and other existir.g facilities on. over and ac:oss 311 the l:lllds dc:sc.-:Oc:d in Plr.l.gr11ph I hereof ("the rc:t:l.ir.ed lands"), for acc:ss to and from the 
rc:~8 I:Ods and for :he gathering or tran.sporut.ion oi oil, g3.S and other mioer.lls produ.:: J from tl:e ~t:line:! lands. ·~ • : 

• I 

, •• • (B) HORIZO!'."TAL In t.IJe eve:!'\! this lc:J.Se is in force and effect two p) y e:lr.S after the ::r,:liration date of the primary or ~ded =it shall furthC' 
~.-,nm.~~.!s to all depths below I 00 feet below the total depth drilled (bereinaftc "de:pe4 ckptlu") in e3cl1 wellloc:u.ed oc =:!!:~ retained in Pa.-:1graph 16 (A) 
:!l:cv~. unl~ on or !:><::-ore two (2) yc:= a.fter the primary or e:xtc:ldd ~rm Lessc::: p3)'$ ao"imount :qual to ooc:-balf ( l/2) of the bonus originally paid a.s ftJ ' 

co~id&.OO:n for tilis lease (as specified on page I hereof). If suc.'l 31Tlount is paid, this l=e sh3.11 be in force and e ffect as to ~ch de:;xr dept.'u. and said 
te:m~~tion shall be delayed for an additional period of two (2) years and so long the~ as oil or gas is produced in paying quantities from such de:pcr depths 
cov:reft by this lease . 

• •••••• 
• (t) IDENTIF1CA TION A.'ID FlUNG. Tne surf= acreage rc:t:lined hereundc: a.s to c::u:h well shall, as nearly as prac!ical. be in the fonn of a square with 

the w~l1 ~c:d in the c=ter thereof; or such other shape a.s m3)' be approved by the Commis.sionc- of t.IJe C-c:~er.U Land Offi~ Within thirty (30} days after panial 
terr:1T1111tion~f!his lease as provided herein., Les.sc::: shall execute ar.d record a release o r ~le:l.Ses ~cuining a satisfactory lepl desc:riptioc ofthc ac:eage and/or 
depths not retained hereunc!er. The rccoreed rc: lc:asc:.. or a certified copy ofsan:e, sh311 be filed in the Gcne::ll Land Offic::, =mpanie::l by the filing f~ prc:sc:ibcd 
by the: Gener.U Lahd Off: c.: rules in eifec:t o n the c!.ue the n:lease is Sled. If~= fails or refuses to ex ecute and rc:o rd such relc:ase or releases within ninety (90} 
days after being :-c:quc:stcd to do so by the Gc:1e:al Land Offic::, the:~ the Commis.sionc:r :l1 his sole disc::-ction may d~i&n;u.c by wr.a.c:n instrument the ac:-eJ.g: and/or 
de;:>ths to be released hereunder and record such instrument ;u Lc='s expense in the count'/ or c:.ountic::s where the lease is loc.:lLcd and in the official records of the 
Gc:1eral Land Office ltld such designation shall be binding upon I.e.s.sc::: for 311 purposes. 

17. OF?SET WELLS. Ne:the: the bonus.. delay rc:1tals, nor roy31ties paid. or to be paid, under this lease s.'l311 ~!ieve Le:s.se: of his oblig:~tion to prou:c: 
the oil and gas under the: above-described land from being drained. Lc:s~:, sublc:ssc:e, rc~ivc:r or other agent in control of :he lc:JScd p~miscs shall drill as ma.ny 
wells as the fac-.s may justify and shall use appropriau: means and drill to a dejlth o=sary t.o pn:ve:1t undue drainage of oil and ~as from the lezed prc::nisc:s. In 
addition. if oil and/or g.:u should be produc.:d in commercial quantities within 1,000 feet of the le:ue d pr::nises, or in any =e w!lere :.'le l=ed premise:; is being 
d::Ur.ed by production o f oil or g:u, the L=ee, sublc:s.sc:: , receiver or other ag:nt in co ntrol of the leased premises sh311 in good faith begin the drilling o f 3 "Nell or 
wells upon the leased pn::nises within 100 da)'$ a.ik: the draining well or wells or the well or wells completed within 1,000 f~t of the le:l.Sed p~mises SWt pn:ducin g 
in =mme~cial quantities and sh311 prosecute such drilling with dilig::~c:. F~ilurc: to S3tisfy the sta.rutory offset obligation may S\:bje et this lease ltld the owner of the 
soil 's lg:nc;y rights to fo rfeiture:. Only upon the det::rmin:uion of the Commissioner of the C-c:~c:-:-31 L:!nd Offi~ and with his wrice:~ :~pprov31 m:1y !he payme.'lt of 
corr.;:ens:ltory royal ty under applic:lbie s t:l..O.JtorJ panme:= satisfy the oblig;uion to drillm offs: t well or wells required under this p:lr.lg:-aph. 

18. FORCE :\-WEURE. If, ar..er ~ good faith effort. Lc:s.s~ is prevented fro m ccmplyir.g with any c:;cpr.:s.s or implied cove:~ant o f this lease, from 
co nducting drilling opc:-:llions o n the leased prc:nisc:s. or from producing oil or gas from the leased ?=i~s by reason o f war, r.:!xllior., riots, scik:.s, ac:s of God. or 
my v31id order. rule or :-::gulltio n of gove:nmc:nt authority, the:~ while so pr.:ve:~t.:d, ~e:'s oblig:~:.ion to comply with sue;, covc:nmt sh311 be suspc::~ded J::d L: sse: 
sh:l.l 1 not be liable for damages for f:~ilure to ~mply with such cover.anlS; addition31ly, this lease shall be ext.:nded while ~s.se: is prc:ve :~ t::d, by any such C3u.l C: , 

from conc!ucting drilling and rc wcrlcing o pcations or from proc!ucing oil or g:lS from the le:J.Sed pr.::nis:.s. Howe·,cr, nothing in this p~-:tph sh:lll suspe:1d :he . 
pay r.-.:nt of delay rcnu.ls in o rde r to r:ninuin this lc: J.Se in effect during the primJ.rj ~ml in the abs::~ce of such dr.lling o r rcwcrl<ing opcr.uions or production of ool 
or gJ.S. 



19. WARRANrf CLAUSE. The owner of the soil wa.rrants and agrees ID defend titl e to the IC3Sed pn:mis= If the owner of the S()iJ def3ults i 
payments owed on the Ie~d pn::mises., then l.Gs..see nuy n:deem the rights of the owner of the soil in the ie=d pn:mi.sel by paying any mortg3ge, taxCl or nth . 
on the leased pn:miscs. I! Lessee mak:s payments oo behalf of the owner of the S()i) unde-r this paragraph. Le.s.sc-: may n:cover the cost of these payments ~ ~cus 
rental and royal tie:$ d!Je !..'1: ow:::~ of1..'1c ;v:!. - -. rn 

20. (A) PROPORTIONATE REDUCTION CLAUSE. I! the owner of the soil cwru I= than the entin: undivided sumce esuu: in the abov 
described land, whelher or nor ~·s intac:st is ~itied hen: in, then the roy3.1tics and renu.l ~in provided to be paid to the owner of the S()iJ sh~l be p:lid ~ . 
in the proportion whieh\is inte.n:st ~ 10 the entire undivided surface esute and the royaltiC3 and n:ntal herein provided ID be paid to the Comrnissiona- of the IWn 
Gener.!.l Land Offic: of the SUtc ofTex3l shall be I~ proportionately reduced. However, before~ adjusts the royally or ret~ tal du.c ID the COilllUi.uio f 
the ~neral l..lnd Office. Us.see or lW 31rtboriz:cd repn::senta.tive must submit ID the Commissioca of the IXT!a-3.1 Land Office a wriaen .sut.emenc which c:cpl;tins ~ 
discrcpa.ney betwec:n the intaeSt ;!wport.edly Je=d IDldcr this lease and the actwJ intuc:st owoed by the owner oftbc S()il. The Cornrn.i.s3ioncr of the General L3nd 
Office shall be paid the value of the whole production alloc.:lble 10 any undivided inten:st not c:ovc;-:d by a IC3Se, lc:s:s the proportionate dc:velopmeru 3lld produetio 
cost allocable ID such undivided interest. However. in no event shall the Commissioner of the Gc:ncral Land Office receive as a royalty on the groS3 produc:tioo 

0 

alloc.:lble to the undivided interest not l=d ao amount le$S than the: value: o!onc:-sixt::nth (1/16) of such groS3.production. 

(B) REDUCTION OF PA YMENI"S. u: during !be primary term. a porti.oo of the la.nd covered by this lease is included within the boundaries 
of a pooled unit that h:u been approved by the School Lmd Board and tbe owner of the soil in ae::ordana: with Narural Re:source:s Code Senions 52.151-S2.1S4 or 
if. u a.ny time: after the: c:xpir:Won o( tbe ,rimary term or t.'lc c:xundc:d tum. this leJ.SC cover:s :a lcs.sa number of= than the total amount described hen:in. ' 
payments thar are made on :a per ;sere basis hucundcr sha!l be n:duc:d 3CCOrding ID the number o f =s pooled, n:le=d. sum:.:tdcr:d, or otherwise .severed, so lhu 
payme:~ts determined on a per &ac basis under the tcrnu of this I= during the primary term shall be ca!C".llattd bzsed upco the number o£ aac:s outside the 
boundariCl of a pooled unit. or, if after the cxpir.uioo of the prirn:uy t.crm. the number of= a.c:ua.lly retlined and covered by this lease.. · 

21. USE OF WATER. U5see shall have the righl 10 usc water produc:d on said land =:ur for opc:ntioas unde-r this I= exc::pt ~r fro01 wells cr 
unlcs of the owner of the S()il; provided. however, Lessee shall not usc pouble watu or water suiuble fo r livcstocl:: or irrig31..ioo purpou:s fo r waterflood operations 
without the prior consent of the owne-r of the soil 

22. AUTHORIZED DA.\1AGES. L=e: shall pay the owner of the soil for damages ~d by its ope:'3lions wall pcr:sonal prope:ty, improvements., 
livc:stoc:x a.nd crops on said land. 

23. PIPELINE DEPTR When n:quested by the owner of the soil, Lcs.sdc shall bury its pipeline:s below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drill ed ne:ll'er than two hundn:d (200) fe:t ID any house or barn now on said premises without the: 
written consent of the owner of the soil. 

• • • •• • 2S. POLLtmON. In developing this ;u-::~, Lessee: sh;ill use the highest degree of c:::u-e and all proper safeguards ID pn:vc:nt pollution. Without limiring the: 
fo~glfiflg. poilu lion of C03Stal wetlands. rururaJ wacerways. rivers md impounded water shal l be 'n:ve:1ted by the usc of containment ra.c;Jicic:s sufficient tD prevent • 
sp i.,~ ieepage or ground w:w·r cont3mina.tion. In the event of pollution. ~sec shall usc ;ill me:ms at its dispoS4! to n:capr.= all esc:3p<:d ilydroc:ubons 9f other 
pc!l•~t'llnd shall be responsible for all d;un~c: to public and private propertic:s. l..cssee shall build 31ld maintain fe::tce:s around its slush. sump, and dr::tin.-.gc pits 
and IOlnlc b:taeriCl so 35 tD protect livestoc.X ~:linst loss, dam~e or injury; and upon completioo or abam!onment of any well or wells, Lessee shall fill and level all 
slu¥.RiiJ and cellars and completely clc::lll up the dr.lling site of all tubbi.s.'l the :-con. I..cs.see slu!L. while: conducting opc:r:uions on the IC3Sc:d premises, keep said 
pr~~!ree ofallrubbish, t311.S, boalcs, paper cups or g:ubage. and upon completion of~JXn.Cons shall rcsron: the sw-face of the land 10 as near its original 
condition ~d contDur:s as is praaic.-.blc. Tanks and equipment will be xept painted a.nd pn:sc::tUble.. ~ 

•••••• v • • 
26. REMOVAL O F EQUIPME'IT. Subj ect tD limita.tions in this p~T'3pb.. I.esse: shall have the right 10 remove rnac.'lincry and fixtures placed by 

~ss~ on the lcJ.Sed premises, ine!uding the right tD draw and n:movc c:uing. within one hundr:d twe:lly (120) days after tlo.e ex;>ir.uioo or the termination of this 
lc34t~ow¥~ the: owner of the S()i) gra.nts L::sse: an extension of this 120-<!ay period. However, Lc3.sc:c may oot reroove easing from my well C3pablc of producing oil 
and flS in eaying qu3lltities. Addicionally, Lessee m3y not draw and n:move casing until aft:r t.'li.rty (30) d3ys written ootic: 1D the Commissioner of the Gc:ner.il 
~~;-~, and to the owner of the soil. The: owner of the soil shall become the: owner of any m.ac.'linerJ, fixtures, or c::lSing whic.'l are not timely n:.-novc:d by Less~ 
undc:P the: t!rrns of this p3r.lgT'lph. 

27. (A) AsSIG1-<'"M8-<IS. Under the: con~itions contained in lhis p~ph and P~h 29 of this lcJ.SC, the rights a.nd estat.c:3 of either party to this 
lease may be J.SSigned, in whole or in p.-..rt. and the provisions of this le:ue shall cxtc:od to and be binding upon their heirs. devisee:s, legal repr-..senutives, successors 
and assigns. However, a ch:lllge o r division in owner:ship o f the l:t.nd. n::1t.:w, or royalties will co t enl:!.rg: the oblig:uions ofLc:ssc::, diminish the rights, privileges 
3lld csutes of L::s.see, impair the er."ec:ive:1ess of any payment made by L:ssee or impair the e!!e::~ivencss of my act pcrformd :,y Lc:.s.sc:. And no change or 
division in owne:1hip of the land, rentals, or royalties shall bind Lessee for any pur;x>sc: until thizty (JO) days llkr the owner of the soil (or his heirs, devise:.s, leg3.1 
represenu.tivcs or assigns) furnishes the Lessee with sa.tisf:ICtory wriae:t evident:: of the change io ownership, including the original recorded munimeniS of title (or a 
e:rtilied copy of sue!! original) wh·e:t the: ownc:r:shi p c!lang:d be-...lU.Sc: ora conveyance. A !Dtal o r parti3l mignment ofthi.s le:ue shall, to the cxt.cnt of the inte.'"CSI 
assigned, relieve a.nd disc!larg~ Lc::s.se: of all subsequent obligations under this lc:3Sc. If this le3Sc is 3S.Signed in its entirety as to only part of the ~e. the: right a.nd 
option ID pay rentals shall be apportioned as be tween the se veral owner:s r.lUbly, according ID the ar= of ea.c!!, and failure by one or more of them ID pay his shan: of 
t.'lc rental shall not lffcct this le3Se on the ?art of the land upon which pro rau rentals are timely paid or t::1de~d; however, if the assignor or :lSSigne: dOC$ not file a 
c.::-tilied copy of sue~ assignme:1t in the Generall....md Off. c.: before the next n:ntal paying date, the otir: lelSe shall temtinatc fo r fa ilure to p;ty the en lire rental due 
unc!er ?:1r11gr.1ph J . Every :wignc:e shall ruec:::d to all rights and be subject to all oblig:uions. liabilities, and pe:~altiCl owed tD t!le SUL: by the original lessee or 'li'IY 
prior assignee of the lc3Se, including a.ny liabilities to the Sute for unpaid royalties. 

(B) ASSIGN;-...!ENT LL\{ITA TION. Notwithst:lnding my provision in ?:u-.tyJph 27( a), if the owner of the soil acqu!res this lease in whole or in p.ut by 
:lSSig:'lmcnt without the prior written approval of the: Commissione:- of the ~ner.ll L;md Offic::. this le3Se is void 3S of tJ'Ie tirne of :wignment and the ag:ncy power 
of the: owner may l::e forfeited by the Commissioner. An assigrunent will be trclted as if ir we:-:: rn:!C: ID lhe owner of lhe soil if the assign:-: is: 

( I) a nominee of the owner of the soil; 
(2) l cor;>o r:uion or subsidiary in whic~ the owner o f the soil is 3 princip31 stoclc.."'oldc~ or is :l/1 employee of such 3 corpor.uion or subsidi:uy; 

; 0 

(J) 3 partne rship in whit~ the owner of t.'le S()j] is 3 partner or is :111 employe: of such J _:)artne~hip; 
(4) 3 princ!pal stock.'-:older or employe: of the COQOr.u.ion which is the owne~ of the soii : 
(S) a p:u1ner or employee in 3 ;Jartnmhip which is the owne~ of the soil; True and Correct 

copy of 
Original filed in 
Raaves County 

f""t- .Lrn f'"\Hi'"'n 



(6) a fiduciary ~or- the owner of the soil; including but not Jurut.ed to a guardian, trustee. executor, administrator, receiver, or conservator for the 
owner of the soil; oc-
(7) a f=lily mc::n.ber of the owner of the .soil or rei~ to the owner of the soil by m.uri~e, blood, -or adoption. 

28. RELEASES. Unc!er the conditions contained in this pa.~h and P:rra;raph 29, L=ec ~at any time exec:-.Jt.e and deliver to the owner of th .
1 and p!Jcc of record a release or rele= rovering any portion or portions of the leased premises, znd thereby sum:nder this kasc: as to rue!l portion or portions, e S:~ 

relieved ofa.JI subscquept obligations as to acreage surrendered. Uaoy part of this lease is properly~ the <kby rental due unc!er this lease shall ben:~ d 
by the proportion that tl-~ rurrcnderul a.c::-..agc be::IIS to the ac:1:ago: whie!l w:u cov=d by this 1= immc:diaL:Iy prior to suc:!l = dcr; however, ruch rele:ue wil~ 
not relieve Lessee o f any liabilities which may have accnu:d under this le:lSc priot to the surrender of such ac::nge. . 

29. FlUNG OF ASSIGNMENTS A.').ffi RELEASES. Ual.l or any p:111 of lh.U I= is assip:led ~released, suo as..si~.c:1tor relcasc: must be ~rdcd . 
the county where the land is siruatcd, and the recorded instrument, or a copy ofth: rc~rc!ed i.cstr=nt ccrtiiied by the County Clerk of the counry in which t.bc III 

instrument is n:=rded, must be filed in the General Ulld Office within 90 days of the last o:t=tioa d:ue ac::omp,an.ied by tbc presaibcd filing fee. U any sue.\ 
as.signment :.S not so filed, the rights ac.quir;.S under this I~ shall be subjc-tt to forfeirur: at the op tion of the CAmmissioner of the Gcnenl Lmd Office.. 

30. D ISCLOSURE CLAUSE. All provisions pertaining to the lease oflhe above-<lescn'bcd land have ~n included in this instrument, including the 
st:U.."lllent of the true consideration to be paid for the c:x.ccutioo of this lease and the righa and duties ofth: parties.. Any eoll:uaal J.gre::mena conc:mllng the 
d.:vc:lopment of oil and ps from the l=d pre~ which are not contained in tbis lease: rcndc:r this lease inva.Jid. 

31. FlDUCI.ARY DUTY. The owner of the soil owes the State a fiduciary duty 3Dd lliU!l fully disclose any f~ affecting the St.:Ue's int.e:-c:st in the leased 
pn::niscs. Whe:1 the intc.-::sts of the owner of the .soil conflict w ith those of !be StaLe, the owner of the: .soil is oblig:tt:d tD put tt-.e St.:Ue's ~before his penonal 
int.c:rests. 

32.. FORFEITURE. lCLessc: shall fail or refuse to m.alcc: the payment of any rum within thirty days after it becomes due:, or ifL:ssc:o: or an authorizd 
agent should knowingly make any false return or f3lse report cooc:ming prod~:doo or drill ir.g, ~if Lessee shall fall or refuse to drill m y o f!'sct well or wells in good 
faith as :equircd by law and the rulc:3 a.z::d regulations :Wopt.ed by the Corrunis.sionC":" of the C-e:Jc.r.ll Ulld Oflic.; or if i..e:ssc-: should fai l to !ile rcporu in the mar.ncr 
requir:::! by law or fail to comply wi·th rules and reg1.1l:uions promulga!e!! by the C-e-ncnl Land O iSc.; the School ~d Bo:ud, or the !Uilroad Commis£ion, or if 
Lessee sl:ould refuse the pre~ authority ac= to !Jle records peroining :.0 ope:-:uioru. or ifU:.sse:: or an 3Utho ri.z.:d agent should bowingly fail or refuse to give 
co rrect in formation to the proper autho rity, or lcnowing.ly fail or r;fuse to furnish the General Lmd Office a corrc::t log of any .,.,-c:ll or if ~c: sha.JI knowingly 
v iol:ue any o f the matcriJJ provisions of :his le :!.Se, or if this le:lSe is il$$ignc:d md the assig;ur.ent is not fil ed in tl:e C..:n~ Land Offic: :lS :-::quir::d by Jaw,lhe rights 
acguin::d unc!er this le~e shJJI be subj ee: to fo r.'::irurc by the Cor.unissionc:, 31\d he shJJ.I :'orf: it sa.a-.e wbe:1 sufficiot!y infonned of l.he facu whic!l authc rize ~ 
fo rfeiture, and when forfe ited the= shz.ll again be subj ect to le:ue unc!CT the tc::rms of the Rc:linqu:shmcnt Act. H oWCYc:, nothing herein sha.ll be construed as 
w:Uving the lutoma!ic :::mio:U:o n ofthls lease by opcr.u.ion of l:~w or <Jy rc:uoo of JirY s;xc;; :LI iimi~on a:r'.s ing hereunder. Fo rfeirure;s mly be set aside and t.\is 
le~c: 3nd a.! I righ:.s ~"' c:~:.uu:!:r reinsr..:ued be:Crc the righu o f :u:othcr ~,t.e:vene upoo s:uisfxtory o:-vic!e :Jc: :.0 :.':: Commissioner o f the Gc1~ l..:l.,d Offic:: of ru= 
~~gi'I~.F wit.'l the provisions oft.ie lAW :md of this le:ue and the rules and r:zulations that m..-y be adopt.::! relative hc:.-e:.o . 

• •• 
• • ~! • • 33. UEN. In aceord:m~ with Tens Nalll.r.ll Rc:3oun::s Cod-: 52136, the SLJLc: shall have a first .liC1l upon a.! I oil and gas produc::l from the area c 3vcred 

by lhts IelSe to se cure payment of a.! I unpaid :O!'a.l ty :u:d other !urns of mo;•:' :.':at :nay l:x:::crr.e due unc!e.r thu le:!.Se. By =il=~ of t.iis lc :ue, L=: ::no~ ~1~ 
Sutc.in a.dc!ition to the l ic:.1 provided by T= NaturJ.i Resources Coc!c S:. i36 and 3DY oL'lc:r applic:lble s<-.lNtory lien, an ajlress con~ lien on md security 
in~e.5• itl a.! I leased mine:als in :10d ex-:r.ie"..cd from the leased prem~. all proc:::ds .,hic.i may acc:ue to Lc.ssc:e from the sa.Je of suc:.'l leased minerJ.i.s, wh~t.'ler scch 
P"''ife~ held by Lessc:o: o r by a third party, and a.! I fJXtW'C.S en 3nd improv=ts to th:J easc:d premises used in connection wit.'l the production or proc=ing of 
suc!l '::.seol miner.lls in order to sc= the paymC1lt of a.! I royalties or ot.'ler amounts due or to lxcor.:e due under this le:ue and to scc-.m: payment of any d3mages cr 
Ia~}~ t.lssor may suffer by rc:uon of ~:e's br::~ch of any cove:J<lllt or condition of this I=e. whether express or implied. This lic:1 and security interest may be 
fcn::l~sed with or without court pro=cfu:gs in the m:mnc:r providc:O in the Tille l, Oapt.er 9 of the T= Business and Con-.rne~ Code. ~ce :~gTC:S th:u the 
C ommissiqrer m ay require Lessee to exc..-ut.e and m:ord such instruments as may be rc:uonably o=sary to acknowledge, attach or pe~ect this lien. L:sse: he:cby 
rep-eruflat there are no prior or superior Jie:tS :uising from and relating to Usse:'s activities upoo the 3.bove-descrilxd property or from L:sse:'s acquisition of 
this l~ase. Should the Commissioner :11 any time det.:rmine that this rcpr--.se:1ution is not true, tbe:1 the Commissioner may deel3t: this I= fo rfeited as provicc:d 
hc,...;a.ee! 

• • 
3~. POOLING. Lessee is hc:-eby granted the right to pcol or unitize the roy:Ury iotc:r:st of the owner o f the soil unde: :his le:ue w it.'l any other leJSehold 

or mincr:ll interest fo ; the explo ration. development and production of oil or gas or either of the:n upon the sarr:e tz: r.:u :u sha.JI be approved by the School L:lnd 
Be ard 3nd the Commissio ner o f the C-e:-:cral Ulld Offic::: for the pooling or uniti:ting of the ir:tcTc:St of the Sutc under this le:ue purruant to Te.x:u Natunl Rcsour= 
Code 52..151-52 .153. Tnc owner of the soil agn:es that the inclusion of this provision in :his lease s:u.isfies the c::xccution r:quirc:nc:Jts sUL:d in Tex:u Natur.ll 
Resources Code 52. I 52. 

35. INDEMNITY. Lessee hereby rc le:!.Ses and disc.i316e.; the St.:ue o fTe:us a.Ed the owner of the soil. their ofic: rs, employ~s, pannc:s, agentS. 
cont.-:~eto~. subrontractors, guests, invitees, and their respective suc=ors and assigns, o f3nd from ail and any 3Cticns and e:IUSC:S o fac:ion of every narure. o r ot.i1er 
hilrr.l, inc!uding environmental harm, for which recover/ o f damages is .sought, including. but not limited to, a.! I Jesse and expe= whie!l arc =ed by the 
acti Yities o f Lessee, its of!ic:rs, employec:3, and age:1ts wing out of; incidental :.o, or resulting from, the operatio ns of or for L=: on :he leased premises 
hc:-eunde~. or :h:~t m:~y 3rise o ut of or be occJSioned by ~e:'s brc:u:h of m y o f:t:e tc::m s or prov isicns of this Agrc~ent, or by my ct.ier neglig:at or Slrie"Jy liab!e 
act or omission o fLessc::.. Further, Les.sc:: hereby agrees to be li:~ble fo r. o;oncn:.:, inc!emnify, ddc:1d JJtd hold h~ess the SUL: o f Texas and the owner oft.~c .SOil, 

thei r offic:rs. cmploye:s and ag::1ts, the :I succ:ssors or assigns, ag:linst m y ;v:d all cla.ims, Ji:lb ilities, losses., d:unages, ador.s, p~ona.J injury (including delL~). 
costs md expe nses. o r othc~ ha.r.n for w hich recovery o f dam:tges is sought, uncC":" my thecry ind ucing tort, contnct, or siT.ct lial:ility. including attorneys ' fe:s Jnd 
other l: ga.J expe:1scs, inc!uding those rcla:.ed :o c:Jvironmc~ul haurc!s, on the leJScd prc:nises or in u:y w-sy r.bted to Lc.s.sc : ' s fa.ilw-: !o c:.?r:-:ply with :..ny :u:d lll 
e:1 v ironmentJ.l Jaws; those :uising from c r in any way rclat:d to L:sse: 's ope:-atioru or any other ofL:ssc::'s activities on the lc:ucd prc:nises; those :~.-ising frcm 
u s.se: ' s use o f the surfac: o f the leased pr::nises; ar.d those that m:1y :uisc out o f or be OC:::l.Sione d ~!' L::s.sc::'s b reach o f any oi:he t: =s o r provisions of this . 
A ;;r ec:n:;u or :111y oL'lc~ act or omisSio n of Lessee. its directors, offic::rs. : mployc:s, p:uu:: :s.. :!.5:-:Jts, c:.?ntr.le""..ors, subcontnc:ors, go;csts, invite : s, :llld their ru~ce'.Jve 
succ:ssor:. 3nd :l.SSigru. EJch :usignc:: c i this Agrc:mcn t, o r art !nt::-:st the;: in. J.gr:: s :o be li:Wic fe r, e:xonc:r.ue, indemnify, c!e fe:1d lnd hold h:umless the Su:e of 
Tcx::u J.nd t.'ae owner of the soil. the ir o ffic:rs, employc:s. an d ag: :Jl.S in the S:lme mJnr.e: proviced :~hove in connection with the activ ities of Lessee, its oF.ic=::· 
e:r.ployecs. l11d age::ts 3.5 de~c:ib ed above. E.XCEPT AS 011-IERW ISE LXPRESSLY LI~IITED HEREIN, ALL O F THE J:i','DE~L"'ITY OBLIGA TJOc;S 
A..YD\OR LL\ BILITIES ASSUM ED l.J":'< DER 11-IE TER..'o-1.5 O F TI!IS ..\GRE:<::.t£:'-.1 S l i.ALL BE WITHOliT LIMITS .-\,'-,1) w rrr!O trT REGARD TO 
Tin: CA USE O R CA USES 11-IER.EO F (EXCLL'D f.'lG PRE-EXISTING COi'm m Or'iS) , STRl CT LIABI L ITY, O R Tifi: ;-.iEGLIGE:'\CE OF ~\..'lY ?A~TY 
OR PARTI ES (li"CLUD IN G TilE ;o-;E G LIG E~CE O F THE L'fDE.\f;".lFJED PARTY). WHETHER StiCH :"i EG LJ <; E:'-ICE BE SOLE, J OIJ'/T, 
COI'<"Ct;RR.E:'IT, ACTIVE, O R PASSJY"E. 



. 36. ENVIRONMENTAL HAZARDS. Les=: shall use the highest de~e of Qt'C and all reasonable safe~ds to prevent contamination or J>Oilu~ · · · 
~y envU"OnmenuJ medium, including soil. surface W':lLel'S, voundw:u.er, sediments.. and surfa~ or subsurface strau.. ambient air or any othe~ cnvircnmeruaJ au; of • 
an. on: ~r under, the l~d pre mists, by any waste, pollount, or contaminant. Le$see shall not bring or pennit to rcma.in on the leJ.SCd prc.mi.se:s any a.sbe:stos •um 
contammg m:uuials., explosives, toxic material$, Qr substances rcgula.t.c:d a.s h.u.3rdous wastes, h=dous materiaJ.s. haz:udo us substances (a.s the tc.nn -Haurd 
Substance~ is ~fined in the Comprch=sive Environmental Rcspo~ Compensation and lJability Act (CERCLA). 42 US. C. "Sections 9601, ct seq.), or toxic ous 
substanc~ under any fcdcr.U. state. or lo=ll~ or rexu)woo ("Ha:z.:lrdous Mutr'Ull"). cxeept ordic.ary products comroooly used in eonncc;tion with on and &as 
c:xplor:uion :llld development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PRORIBmoN 
SHALL CONsrrrurt A MA TE.lUAL BREACH A.'ID DEFAULT HEREU1'1"DER AND LESSLE SHALL INDE.."fNIFY, HOLD HAR.''riLE.ss AND 
D EFDID THl: STAn: OF TEXAS A.'m TilE OWNER OF TIIE SOIL FROM AND AGAINST .AJ.W Cl.AL'tlS, DA."\U GES. JUDGMENTs. POIALTI 
LIABILrrn:s, A.'ID COSTS (INCLUDING REASONABLE A TTOR.~EYS' flES AND COURT COSTS) CAUSED BY OR A.RlSING Otrr OF (I) A Es, 
VlOLA TION OF TIU: FOREGOING PROHlBffiON OR (D) TiiE PRESENCE, RELEASE. OR DISPOSAL OF A.'N HAZARDOUS MATI:JUALS ON 
l.IND£R. OR ABOtrr TI:iE LEASED PRE.'\fl.SES DUlUNG u:.ssn;•s OCCtil• .A. 'ICY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL' 
CLEA.~ UP, REMOVE, R.E..~EDY A.'-li> REPAIR A.'fY SOIL OR GROUND WATER CONTA.'\flNATION A.'ID DA.'rlAGE C.-\. USED BY THE 
PRES&"'CE OR RELEASE OF .AJ.'N HAZARDOUS MATERIALS IN, ON, UNDER. OR ABOUT Tin: LEASED PRE.'HISES DURING LESsEE'S 
OCCUPANCY OF THE LEASED PRDflSES IN CONFOR.'rfANQ; WITH Til£ REQt.;IRE..'riEXI'S OF Al'PUCABLE LAW. THIS 
IND E.'\1NIFICA TION A.'ID ASSUMP'TION SHALL Al'PLY, Btrr IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDE.RT AKE"( 

Pt.i'R.SUANT TO crRCLA OR ANY OTHER ENVIRONME'IT.AL LAW OR REGULA TlON. LESSEE SHALL 'li\£\IED Un:L Y GIVE THE sr ATE OF 
TEXAS A.~ THE OWNER OF THE son. WR.fiTE:'ol NOTIQ; OF A.W BREACH OR SUSPEcr:.D BREACH OF THIS P ARAGR.Al'H., UPON 
LEAR.~ING OFTHl: PRESENCE OF A.'N HAZARDOUS MATI:RLU.S, OR UPON RECEIVING A NOTICE FROM A.'fY GOYERl'fl\1L..,iAL · 
A GL~CY PERT~G TO HAZARDOu'S MA TE.RLU.S WHICH MAY AFFECT TirE LEASED PRE:..fiSES. TiiE OBLIGATIONS OF LESSiE 
HLREUNDER SHALL Sti'RVIVE THE IXPIRA TION OR EA.R.I..IER n:R.'\IlNA TION. FOR AJW REASON, OF THlS AGREE..'\1DIT. 

37. A.?PUCABLE LAW. This I= is issued undc:r the provisiom ofT= 'N3Nral R.csour=s CAde 52.171 throus,h !12.190, eoaunooly known u the 
Relinquishment Act, and othCT applic:l.ble surute:s and amcndm&:nts theretO, and if any provision in this I= doc.s not conform 10 these SUZllte:s, the swute:s wiU 
prevail over any nonconforming lea.se provisions. 

38. EXECtTTION. This oil and g:u lea.se must be signed :llld xloowledged by the Lc=e be!or.: it is filed of record in the county rccon!s J.nd in !.he 
C;:;"~er:JJ Ur!d Offic:.: of the Sutc ofT=as.. Ooc:.: the filing requirements found in P~h 39 of this lea.sc have been l3risficd, the e!fec::ive ~of this lease shall 
be :he date found on P:l.ge I. · . ' 

.. 
39. LEASE FlUNG. Pursuant 10 Chap~ 9 of the Ta:u Business and Comn:c.""C: C ode, this lease must be JjJcd ofr:ccrd in the offic: of the C=ry 

O d e in :lily county in wbicb all or lily ;~an ofthe lea.sd prcmi5e:s is J()C;Jted. and c: :tilied copies tl'lereofmust be fLied in the C-en~ Lllld Oeit: . This k:~Se is not 
e !fe:tive until a c:::rtified eopy of this le:ue (which is m3de and c::tific:d by tte County Clenc from his rce.ords) is filed in the Gc::c.-:U l..1nd Offic: in :u::ord;ltlc: with 
T:xa.s N:uur:LI R~o= Code S2.1&J. Additionally, this lease shall not be binding upon the Su.t.c unless it rcc:teS the ot~al 3.1ld true ccnsidcr:Hion paid or ;~romised 
fQI ~c:Jtion o f this le:!Se. The bonus de e the S= 3.11d the prc.scibed fil ing fe: shall ac:.ompany sec~ cc::tWed copy to t.IJe Ge:ler:LI Ur.d Offic: . 

::~;:; • See Exhibit "A~~:;zz;;tiona1 Provisions 

.••••. BY: CJ 2V ,Johnc::an 
•••• 

• •••••• • • 
.-

1TTLE:. ____ ~r---~~n------------------

DATE:._1~-?d.£....-.L.-2.>c:::..?Jf __ ' ----• 

STATE OF TE<A.S 

BY:.-:-:---::---~----~-:-~--~~------­
lndividuaJiy and a.s ag:nt fo r the State ofT= 

D ate:. __________________________________ _ 

STATE OF TEXAS 

BY:~~--~----~~~--~~-------­
Iodividually :llld a.s :1ge:1t for the St.:ltc of Texas 

L.c. , GaEral Pa.rt::rEr of Hill 

ST ATE OF TEXAS 

BY:~~---:-----~-:-~--~~-------­
[ndividually and ~ age:lt for the St.:lt:: of 1 c.xas 

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

@ I .. 
True and 6eFFe6t 

copy of 
Original filed in 
Reeves County 

Clerks Office 



STATE OF _____________________ _ 
(CORPORATION ACl<NOW!.EIXJM:E:Nn 

COUNTY OF ___________________ _ 

BEFORE ME. the undersigned authority, oa this cby persca:Uiy zppc-.!J"Cd. _______________________ _ 

lcnown to m~ to be th~a whose name: is sulnaibed ID th.e for~:goini instturocnt. as. ____________________ __;of 

Given under my hand and seal of oBi~ this the. ______ cby of ___________ _,· 19 ___ • 

Notuy Public in and fDI' __________ _ 

STATE OF ____________________ _ 
(CORPORA TIO~ ACiOlOWLEDGMENr) 

C OUNTY OF _______________ __ 

BEFORE ME. the uadcnigned authority, oa this day pcnonally appe=d _______________________ _ 

known to me ID be the pe=o whose n.a.mc: is subsc1"bcd tD the for~:going instrument. ~·--------------------__;of 

-;---.-----:---:--:--:----:-----..,....,.---:--:------:---:--:-----:-:---:--:--:-:--31ld ac.k:wwled g:d w me th.:u be c:x:C',.rt.ed the 33n:e 
for the purposc:3 and cons i dc::-:uion the:= in c:xyr"e3-sd., ia the c:1paci ty stu.: d., and as the ;u;t and dc:::11 of SJ.id ~rponrioa. 1 

Given under my hand ;md sc::ll ofoffic: this the ____ d.ay of ___________ _, 19 ____ . 

••• • • • ••• 

Notary ?Jblic in and ~or __________ _ 

ST_AlNf TEXAS (Th"DMDUAL AC~O'W1..!:1XiM£'iT) .. . l ~ 
COO>m' OF \1 ) l J. i CIA j\'A-_ 

•••• 
• •••• • Before me. the unde:signe :~uthoricy. on this day pc.>onally ~pc:ll"ed Ala n M . Hill, President of Casody Enter prises , 
L . c .• General Partner of Hill Investments , L • 

b~ td''e to be the ;:Jc:.ons whose names :J.rC subsc.-ibc:d to t!lc for~:;:oing i.ast:ume:lt. :1nd acloowledged to me th2..t they a:ct:ted the same for the purposes and 
con.sidiration therein exp=cd. 

(INi~rviDUAL ACJOiOWLEDGME'ITJ 

COtJNTY OF _________ :.._ _______ _ 

Before me, the undmigncd authority. on this d:ly pcrson:llly ~ppc~d ____ --=Cl~=....;.-=--t--7't"''-'--=..l.-"""'~<..L..---------
bown to me: to be: the ;.cnons whcse name:s :u-: subsc-:ibcd to the foregoing iastnJme:1t, and acbowle::g:d to me :.'lac they c:~ec-.Jt:: d the s:une for the ;JUJ70S:1 and 
con.sidc~tion thc:~: in c:q::resscd. 

Given under my hand md se:l.l o f of!]c:: u'lis thc ___ 2_<i ____ day of 

/(~v~ MONICA MARLOWE 
' {f~Y'' \ NOTARY PUBLIC 
,~;___ p1:{ j!;

1
i St~te of Ta);as 

\ .,.' "'+" ·~"":">/ Comm. Exp. 10-30-99 
, .... ,. .. 4 ~,__:WU¥£~t,i¥ YY ¥'Y •+ ' 

Nc ory ?-.:clic in md for ~~ 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



"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 of24 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 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 

• •. ·~leased premises . 
• •• 

t". ·:~9ltwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not .. ~ 

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

• • •••• 
~., . J.J:>see further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or 

• as~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. • U~n written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits 
•:•M4 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. 

l 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 th is 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 Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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I II A l\1 H t:;:,VUH vt:;:,, L.l"'. V 

ACQUISI1"I8~r$1~~~~~ER OF THE G ENERAL LAN D OFFICE I 0/2 1/98 
PARAGON #299:Lease Bonus 

••• • • • ••• 
••• 411: • 

·~~ec~ng 

• 
•••• • • 

TIT~ R~OURCES, L.P. 

Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State ofTexas for Paid-Up Oil & Gas Lease 
dated 07/17/98 from the tate of Texas by Agent 
Dorothy F. Richardson, a widow of C.E. Richardson. dee'd, 
Lessor. in favor of Clay Johnson, Lessee. covering 

12 Section 3; W/2 Section 10 & 15: N/2 Section 22 
& All of ections 23 & 24, P L Survey, Culberson County, 
Texas. 

/7 
99011705 

A<;<li!i~SI!I~~~i~ER OF TH E GENERAL LAND OFFICE 
• •p ~. 

I 0/2 1/98 

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

• • ••• • dated 07/ 17/98 from the tate of Texas by Agent ..... : 
• • 

Checking Lease Bonus 

Dorothy F. Richardson. a widow of C. E. Richardson, dec' d . 
Lessor, in favor of Clay Johnson, Lessee, covering 
S/2 Section 3; W /2 Section I 0 & I 5; N/2 Section 22 
& All of Sections 23 & 24. PSL Survey, Culberson County, 
Texas. 

99Dl17os 

x 2.879.82 

002669 
2.879.82 

2,879.82 



Ill A l\1 Ht:;:.UUHvt:;:., L .t".¥ 

f.CQUISITI<t~~~~\-'&~JER OF THE GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 07/ 17/98 from the State of Texas by Agent 
Jograce Laird Flood, dealing in her sole and separate 
property, Lessor, in favor of Clay Johnson. Lessee. 

10/21/98 

covering S/2 Section 3, W /2 Section I 0, W /2 SectiO(T) 9 O ll 
7 

O 
6 15. N/2 Section 22, & All of Sections 23 & 24. PSL~ 

• •• • • • • •• 
•••• . . . 
•• • 
• 

•••• • • • •• • 

•••• 
TITAwo~iSOURCES, L.P. 

Survey, Culberson County. Texas . 

ll 

Lease Bonus 

AC~l!1~~1!<f!6~~~ER OF THE GENERAL LAND OFFICE I 0/2 1/98 

• P~tAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 07/ 17/98 from the State of Texas by Agent 
Jograce Laird Flood. dealing in her sole and separate 
property. Lessor, in favor of Clay Johnson, Lessee. 

002670 
2,879.82 

x 2.879.82 

002670 
2,879.82 

covering /2 Section 3, W/2 ect ion 10, W/2 Section 
15, N/2 Section 22, & A ll of Sections 23 & 24, PSL 
Survey. Culberson County. Texas. 99011 706 

Checking Lease Bonus 2,879.82 



1 1 11"\1'1 n-=vvun v-=v, L . r- . Y 

~CQUISIT!~S~~~~~R OF THE GENERAL LAND OFFICE I 0/2 1/98 
PARAGON #299:Lease Bonus 

• •• • • • ••• 
•••• • • • •• • 

Checking 
•••• • • • •• • 

TITAJI~ist)URCES, L.P. 

Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 07117/98 from the State of Texas by Agent Q 9 Q 117 Q 7 
Daniel L. Laird, dealing in his sole and separate properfi. 
Lessor, in favor of Clay Johnson, Lessee, covering 
S/2 Section 3, W/2 Sections I 0 & IS. N/2 Section 22, 
All of Sections 23 & 24, PSL Survey. Culberson 
County, Texas . 

ACQlJ1~111~~~~~lER OF Ti lE GENERAL LAND OFFICE I 0/21/98 
.Q~RAGON #299:Lease Bonus 

• • •••• 
• •••••• • • 

Checking Lease !3onus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 07/17/98 from the tate of Texas by Agent 
Daniel L. Laird , dealing in his sole and separate property, 
Lessor, in favor of Clay Johnson, Lessee, covering (') 9 Q 

11 S/2 Section 3, W/2 Sections 10 & IS, N/2 Section 2'8 7 Q 7 
All of Sections 23 & 24, PSL Survey, Culberson 
County. Texas. 

x 2,879.82 

002671 
2.879.82 

2,879.82 



1 1 1 '"''~ nc.ovvnvco, L.. . r . .. 

AGOUISITI0N CHECKING 
COMMISSIONER OF T HE GENERAL LAND OFFICE I 0/2 1/98 

PARAGON #299:Lease Bonus 

. .. 
• • • ••• 
•••• • • • •• • 
• 

•••• • • • •• • 
•• • • • • • • • 
• 

Payment in full of 1/2 Lease Bonus Consideration due 
the State ofTexas for Paid-Up Oil & Gas Lease 
dated 07/ 17/98 from the State ofTcxas by Agent 
Charlotte Walker Furman, dealing in her sole & separate 
propeny. Lessor, in favor of Clay Johnson. Lessee. eoveri~ 
S/2 Section 3, W/2 ections I 0 & 15, N/2 Section 22, & ~ 9 Q 11 7 Q 8 
of Sections 23 & 24. PSL Survey, Culberson County. Texas . 

l1c 

002672 
2, 160.00 

Lease Bonus x 2.160.00 

• •••••• • • 
TITAN RESOURCES, L.P. 

ACQUISITI<(~00v!f&§W~JER OF THE GENERAL LAND OFFICE I 0/2 1/98 
PARAGON #299:Lease Bonus 

Checking Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State ofTexas for Paid-Up Oil & Gas Lease 
dated 07117/98 from the State ofTexas by Agent 
Charlone Walker Furman, dealing in her sole & separate 
propeny, Lessor, in favor of Clay Johnson, Lessee, covering 
S/2 Section), W/2 Sections 10 & 15, N/2 Section 22, & All 
of Sections 23 & 24, PSL Survey, Culberson County, Texas. 

002672 
2.160.00 

2, 160.00 



Ill f\1\1 Ht:;::.UUHvt:;::,, L .t"'. V 

ACQUISITI8~r$i~~~~~ER OF THE GENERAL LAND OFFICE I 0/2 1/98 

PARAGON #299:Lease Bonus Payment in ful l of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oi l & Gas Lease 
dated 07/ 17/98 from the State ofTexas by Agent 
Joe Montgomery Brooks. dealing in his sole & separate 
property, Lessor, in favor of Clay Johnson, Lessee, covering 
S/2 Section 3, W/2 Sections 10 & 15, N/2 Section 22, & All 

of Sections 23 & 24, PSL Survey, Culberson County, Tex~ 9 0 11 J O g 

••• • • • ••• 
•••• . . . 
•• • 
• 

•••• • • • •• • 

• 
•••• 

\IO 

Lease Bonus 

TIT"-t'J.B!;~OURCES, L.P. 

ACQUISII~C(!6~~~ER OF T HE GENERAL LAND OFFICE I 0/21 /98 •••••• 
• PMZAGON #299:Lease Bonus 

Checking Lease Bonus 

Payment in fu ll of 1/2 Lease Bonus Consideration due 
the State ofTexas for Paid-Up Oil & Gas Lease 
dated 07/ 17/98 from the State ofTexas by Agent 
Joe Montgomery Brooks, dealing in his so le & separate 
property, Lessor. in favor of Clay Johnson. Lessee, covering 
S/2 Section 3, W /2 Sections I 0 & 15, N/2 Section 22, & All 
of Sections 23 & 24, PSL Survey, Culberson County, Texas. 

x 4.320.00 

002673 
4.320.00 

4,320.00 



11 1 1-\1'1 Mt::\:)VUMV t:.\:l , L.t"". V 

ACQUISITION CHECKING 
· COMMISSIONER OF THE GENERAL LAND OFFICE I 0/21/98 

PARAGON #299:Lease Bonus 

••• • • • • •• 
••N• ..... , .. -: .. ,. 

• • • . , •' . , .... 
••t • • ·,, ·:: 

.··• : ••••• 
q~w~~g 

•••• • ·,cu': 
TITm~~OURCES, L.P. 

Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 07/17/98 from the State of Texas by Agent 
Pearl Moore Carter, by Lee Wayne Moore, Trustee, 
Lessor, in favor of Clay Johnson, Lessee, covering 
S/2 Section 3, W /2 Sections I 0 & 15. N/2 ection 22, & All 
of Sections 23 & 24, PSL Survey, Culberson County, Texas. 

99011712 

\ {L 

ACQUISI1"1<t!6~'ffi~\'(lf~IER OF THE GENERAL LAND OFFICE I 0/21 /98 
PARAGON #299:Lease Bonus 

Checking Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State ofTexas for Paid-Up Oi l & Gas Lease 
dated 07/17/98 from the tate ofTexas by Agent 
Pearl Moore Carter. by Lee Wayne Moore, Trustee, 
Lessor. in favor of Clay Johnson, Lessee, covering 
S/2 Section 3, W /2 Sections I 0 & 15, N/2 Section 22, & A II 
of Sections 23 & 24, PSL urvey, Culberson County, Texas. 

002676 
2,160.00 

x 2. 160.00 

002676 
2. 160.00 

2, 160.00 



1 1 1 "I" no::;:,vunv o::;:,, L .l"". v 
ACQUISITI~~~~\-'C'>%ER OF THE GENERAL LAND OFFICE 10/21 /98 

PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 07117/98 from the State of Texas by Agent 
Montgomery-Walker 1974 Trust, Charloue Walker Furman 
Trustee, Lessor, in favor of Clay Johnson, Lessee, covering 
S/2 Section 3. W/2 Sections 10 & 15, N/2 Section 22. & A ll 
of Sections 23 & 24. PSL Survey, Culberson County. Texas. 

99011 71 0 

••• • • • • •• 
•••• • • • •• • 
• 

•••• • • • •• • 
(;l~ciQng 
• • • • • • 

• 
TITi\IIT~URCES, L.P. 

/1C 

Lease Bonus 

ACQ~~~~~~P.l§li6f.JER OF T HE GENERAL LAN D OFFICE 10/21198 • 
•: "'"~~tAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 

Checking Lease Bonus 

the State ofTexas for Paid-Up Oil & Gas Lease 
dated 07117/98 from the tate ofTexas by Agent 
Montgomery-Walker 1974 Trust, Charlotte Walker Furman 
Trustee. Lessor. in favor of Clay Johnson, Lessee, covering 

/2 Section 3, W/2 ections 10 & 15, N/2 Section 22, & All 
of Sect ions 23 & 24, PSL Survey, Culberson County, Texas. 

X 17.280.00 

002674 
17,280.00 

9901171 0 

17.280.00 



111 1\1'1 Mt:>:>VU Mvt:>:>, 1...1"' • • 

ACQUISITI8~fltrtll9~1~%ER OF THE GENERAL LAND OFFICE I 0/2 1/98 
PARAGON #299: Lease Bonus 

••• • • • ••• 
•••• • • • •• • 
• 

• ••• • • • •• • 
~beckjng 

• • • • • • 
• 

Lease Bonus 

TIT~~~!!~OURCES, L.P. 
ACQVt~~IC~!I%1fll~~\I'(!~JER OF T HE GENERAL LA 

• 
•:• l"fo$AGON #299:Lease Bonus 

Checking Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 07/17/98 from the tate of Texas by Agent 
Montebev, Inc., Lessor, in favor of Clay Johnson, Lessee, 
covering /2 cction 3, W/2 ections 10 & 15, N/2 S~t~n 

~?· & All of Sections 23 & 24. PSL Survey, Culbers~~t@rr 1 711 
I ex as. 

(10 

D OFFICE I 0/2 1/98 

Payment in full of 1/2 Lease Bonus Consideration due 
the tate of Texas for Paid-Up Oil & Gas Lease 
dated 07/17/98 from the State ofTexas by Agent 
Montebcv, Inc., Lessor, in favor of Clay Johnson, Lessee, 
covering S/2 Section 3, W/2 Sections I 0 & 15, N/2 Section 
22, & All of Sections 23 & 24, PSL Survey, Culberson County, 
Texas. 

~7,280.00 

002675 
17,280.00 

17,280.00 



I II AN Ht:::>VUH I.;t:::>, L.t"". V' 
ACQUISITI<t~ffi!,D~~~'{)~ER OF T HE GENERAL LAND OFFICE I 0/2 1/98 

PA RAGON #299:Lease Bonus 

••••• . .. . 
• ••• • . . .. , 

0 • • 
.. 00 

.·.~·. 
• •• • 

0 
• oC"'eck ing 

•••••• 
• 0 • 

• • • • 

Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 07/17/98 from the State of Texas by Agent 
Wayne Moore, a widower, Lessor, 
in favor of Clay Johnson, Lessee, covering 
S/2 ection 3, W/2 Sections I 0 & 15, N/2 Section 22, & All 
of Sections 23 & 24, PSL Survey, Culberson County. Texas. 

j/L 99011713 

rJT"A".r~iiiSC>URCES, L.P. 

AC!~e!Tslrf~NttJF~W~mR OF THE GENERAL LAND OFFICE I 0/21/98 
••• • • 

0 • • :.IU~GON #299:Lease Bonus Payment in fu ll of 1/2 Lease Bonus Consideration due 
o o. o. • the tate of Texas for Paid-Up Oi l & Gas Lease 
...... : dated 07117/98 from the State of Texas by Agent 

• • Wayne Moore, a widower, Lessor, 

Checking Lease Bonus 

in favor of Clay Johnson, Lessee, covering 
S/2 Section 3, W/2 Sections 10 & 15, N/2 Section 22, & All 
of Sections 23 & 24, PSL Survey, Culberson County. Texas. 

x~ 7.280.00 

002677 
17,280.00 

17.280.00 



r~ MF /Oo~o z._ 

IT EM ./Pet?l!tPts ro _____________________________ ___ 
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I l l AN Ht:~UUH\A:~, L.l"". V 

,"\CQUISITI'C~~~~~~~lER OF THE GENERAL LAND OfFICE 1113/98 

PARAGON #299: Lease Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of~er.'IS fo t Oil & Gas Lease 
dated 08/19/98 from the tate of Texas by Agent 
II ill Investments, Ltd., Lessor, in favor of Clay Johnson. 
Lessee, covering the E/2 of Section 3 I. Block 56. 
PSL Survey, Save & Except the N/40 & the S/122.5 
Reeves County, Texas. 

99014097 

j/C 

ACQU ISITI~~WNER OF T HE GENERAL LAND OFFICE 11/3/98 

PARAGON #299:Lease Bonus 

••• ;,;u; 
'·'' :\\~·; 
.\ . 
• •••• ,.. . . ..... . . ... ...... 
• • 
• 

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

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 
Ifill Investments, Ltd., Lessor, in favor of Clay Johnson, 
Lessee, covering the E/2 of Section 3 1, Block 56, 
P L Survey, ave & Except the N/40 & the S/1 22.5 
Reeves County, Texas . 

' 82.02 

002833 
82.02 

82.02 



1 1 1/"'\1" nc::vvun v c::v, L . r • .,. 

ACQUISITION CHECKING 
COMM ISS IONER OF THE GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in. fu.ll of',i /2 Lease Bonus Consideration due 
the State ol Texas tor Oil & Gas Lease 
dated 0811 9/98 from the State of Texas by Agent 
H-S Minerals & Realty, Ltd., Lessor, in favor of Clay 
Johnson, Lessee, covering the E/2 of Section 31. 
Block 56, PSL Survey, Save & Excef.lt the N/40 and 
the / 122.5 acres, Reeves County, Texas. 

170 

ACQUISITI~~~ER OF THE GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus 

••• • • • ••• • • • ···­• • • ••• •• . . . 
•• • 

•• • . . ...... 
• • •••• 

• •••••• - . 
• • •••••• . .. 

•••••• . .. 
•••••• • • • •••••• • • 

Checking Lease Bonus 

Payment in full of I /2 Lease Bonus Consideration due 
the tate of Texas for Oil & Gas Lease 
dated 08119/98 from the State ofTexas by Agent 
II - Minerals & Realty, Ltd., Lessor, in favor of Clay 
Johnson, Lessee, covering the E/2 of Section 3 I, 
Block 56, PSL Survey, Save & Except the N/40 and 
the S/1 22.5 acres. Reeves County, Texas . 

11 /3/98 

99014111 

>( 82.02 

11/3/98 002847 
82.02 

82.02 



II IAN Ht::::SVUHvt::::S, L . l-'. v 

ACQUISITie~~lffi~~~t)I~ER OF THE 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 State ofTexas for Oil & Gas Lease 
dated 08/ 19/98 from the State of Texas by Agent 
KPW Revocable Trust; M W Revocable Trust; & 
MLI I Revocable Trust, Lessor, in favor of Clay Johnson, 
Lessee, covering the E/2 of Section 31, Block 56, 
PSL Survey, Save & Except the N/40 & the S/122.5, 
Reeves County. Texas. 

ACQUISITI~~~ER OF THE GENERAL LAND OFFICE 11 /2/98 
PARAGON #299:Lease Bonus 

... 
• • • . .. .... 
•• •• • • •• • ••• • •••• •• • • • •• • • • •• • 
•••• • • •••• • • ....... ........ 
• • • • ....... ....... 
• • 

Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 08119/98 from the State ofTexas by Agent 
KPW Revocable Trust: MSW Revocable Trust; & 
M Lll Revocable Trust, Lessor, in favor of Clay Johnson, 
Lessee, covering the E/2 of Section 31 , Block 56 . 
PSL Survey. Save & Except the N/40 & the S/ 122.5, 
Reeves County, Texas. 

OQ~~03 

99014068 

~ 902.35 

002803 
902.35 

902.35 



Ill AN Ht:~UUHL;t:::i, L.t-'. v 

ACQUISITI~~~~~\1{)1~JER OF T l IE GENERAL LAND OFFICE I 1/3/98 
PARAGON #299:Lease Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in full of 1/2 Lease Bonus Consideration due 
the tate of Texas for Oil & Gas Lease 
dated 08119/98 from the tate of Texas by Agent 
Virginia Glenn I I il l Lattimore, James Robert Hill & John A. 
Sryrsky, Co-Trustees of the I louston & Emma Hill Trust 
Estate; Virginia Glenn Hill Lattimore, Individually: & James 
Robert II ill , Individually, Lessor. in favor of Clay Johnson, 
Lessee, covering the E/2 of Section 3 I, Block 56. 
PSL Survey, Save & Except the N/40 & the S/1 22.5 
acres, Reeves County, Texas. 

l?c 

ACQU ISITI~~~~ER OF T l IE GENERAL LAND OFFICE 11 /3/98 
PI\ RAGON #299:Lease Bonus 

... 
• • • , -• • • ,.,. 
• • • ,, ... 
• • • . ' . 
••• • • •••••• . ' •••• 

• ...... 
•• • 
• • •••••• • • •••••• • • •••••• . -•••• •• • • 

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 
Virginia Glenn II ill Lattimore, James Robert Hill & John A. 

tyrsky. Co-Trustees of the l louston & Emma Hill Trust 
Estate; Virginia Glenn I I ill Lattimore, Individually: & James 
Robert I fill , Individually, Lessor, in favor of Clay Johnson, 
Lessee, covering the E/2 of Section 3 I, Block 56, 
PSL Survey, Save & Except the N/40 & the S/1 22.5 
acres, Reeves County, Texas. 

002840 
1.968.75 

99014104 

1,968.75 

002840 
I ,968.75 

1,968.75 



I l l A IY Ht=;::.UUHvt=;::,, L.t". • 

ACQUISITION CHECKING 
COMMISSIONER 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 T.oxas for Oil & Gas Lease 
datect'08/ 19/98 from the State of Texas by Agent 
Dorothy Jean Keenom, Individually & as Trustee of the 
Thomas ll ill Puff Trust & the Nancy Puff Jones Trust. 
Lessor, in favor of Clay Johnson. Lessee covering the 
E/2 of Section 31, Block 56, PSL Survey, Save & 
Except the N/40 and the S/ 122.5 acres, 
Reeves Coun ty, Texas. 

11 
99014090 

ACOUlSIJ!<(.~~~ER OF Til E GENERA L LAND OFFICE 11/3/98 • • • 
•PAI'ZAGON #299:Lease Bonus 
•••• . . . 
•• • 
• ,., ,,.,, 

, .. , .•. 
r. 

' ,., .. : 
••••• 

• •••••• • • 

• •••••• • • 
• ...... 

• • 

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 State of Texas by Agent 
Dorothy Jean Keenom, Individually & as Trustee of the 
Thomas II ill Puff Trust & the Nancy Puff Jones Trust, 
Lessor, in favor of Clay Johnson, Lessee covering the 
E/2 of Section 31. Block 56, PSL Survey, Save & 
Except the N/40 and the S/122.5 acres, 
Reeves County, Texas. 

002826 
902.35 

J 
) 902.35 

002826 
902.35 

902.35 
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Texas General Land Office 
Garry Mauro. CommiSSioner 

December 30, 1998 

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

Re: RELINQUISHMENT ACT LEASE NO. M-100202 
E/2 of Sec. 31, Blk. 56, PSL, Save and Except the 
N/40 and the S/122.5 
Reeves County 

Dear Mr. Ready: 

Stephen F Aust1n 8u1ldmg 
1 700 North Congress Avenue 
Aust1n. Texas 78701 1495 
(51 2) 463·500 1 

The certified copy of the Relinquishment Act Lease covering the above referenced tract has 
been approved and filed in our records under mineral file number M-1 00202. Please refer to 
this number in all future correspondence concerning the lease. 

Your remittance of $1 ,027.35, has been applied as the state's portion of the bonus, the 
processing fee and the filing fee. Please let me know if you should have any questions. 

Sincerely, 

~,U 
Drew Reid '-, f&gt/ 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

DR:MT:mrg 

Pnmeo on recycled paper w•1h soybean '"" 



r, 
.J • - -

f!IO!•i ----;;;--:-;;;:--::~~----____, 
DATE ---'/;...;:2;;......::· 5.~D~'f:..,:9":..._ ____ _ 



Lease Number Book /Vol Page Entry Count y I Pan s h Sta te 

TX299-389-275-003-00 596 566 003 067 REEVES TX 

Lease Name: I Hill Inv : State of Texas, a c ting by and through I Lease Da ce I 08/19/98 

Lega. Descr1pt1on 

The E/2 of sect.1on 31, Block 56, Publ1c School Land Survey, Save and Except. t.he N/40 and t.he S/122.5 

s:Jo:;ss ~ 

PROSPECT TX299 - PARAGON INDIAN/ST/FE::' :...ss :V:-l 0f'l2f'l2 :7 -
P.,.,.,e•s 
• • • 

Account. Number Amount .. 
St~~~ of Texas ~x1 . 65 
Gerie r al Land Office • 
1 '"l~Q . N . Congress Avenue 
A~s·t i.n, TX 78701 

/!21 
• ~ ""' • •• 

0 8/19/19 9 9(lELAY RENTAY RM . ~ •• Period Beg . CHECK ~ 100532 

I NSTRUCTIONS TO DEPOSITORY: You have been des1gnated as deposltory for t.he above descr1bed payment. Please cred1t the pr oceeds 
t.he r eof t.o the part1es named and 1n the amount.s 1nd1caced . Should any d1ff1culty of any nature ar1se, DO NOT RETURN our check, but 
make the depos1t to the cred l t of the pa r ty named 1n a spec1al account, and adv1se us as soon as poss1ble for fur t her 1nstr uct1ons. 

100532 



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

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



Lease Number Sook/Vol Page Entry County I Pansh State 

TX299-389-275 -004-00 596 503 003060 REEVES TX 

Lease Name: I Lattimore I etal : State of Texas, acting through I Lease Date I 08/19/98 

Legal Descr1pt1on 

The E/2 o( Sect1on 31, Block 56, Public School Land Survey, Save and Except the N/40 and the S/122.5 

' 

•••• • • • •• • 
••• • ' • • • •• • 
• 

PR,.OS.~ECT TX299 - PARAGON INDIAN/ST/FED LSE# M-1002v2" 
·.: .. ~ 

Payee s) Account: Number Amount 

Sta~e o f Texas Cex/X39 . 38 ••• 99[ 5977~ GE!r~~l Land Office 
1700 N . Congress Avenue 

I d-{ Austin, TX 78701 

h+an ~SLJur. ~es LP 
RN - Period Beg . 08/19/199~ELAY RENTAL) CHECK ~ 100534 

........._ 
.../ 

INSTRUCTIONS TO DEPOSITORY : You have been des1gnated as depos1tory for the above 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 deposlt to the cred1t of the party named 1n a spec1al account, and adv1se us as soon as poss1ble for further 1nstruct1ons. 

1005 34 



.... • • : .. 
·:··. : .. 

• 
• •• • • • •••• 

• 
•• • • • 

• ••• 



• • • • 
Lease Number Book/Vol Page • • Entry • • • • • Comlty I Parish Stat e 

• • • . ·.: ·. ~ 
• • • • 

TX299-389-275-001-00 596 629 003074 • ••• •• •• REEVES TX 

Lease Name: I KPW Revocable Trust , et al : State of Texas , acting I Lea se Date I 08/19/ 9 8 

Legal Descr1pt1on 

The E/2 of Section 31 , Block 56, Publ1c School Land Survey, Save and Except the N/qo and the S/122.5 

990580 79 
' 

PROSPECT TX299 - PARAGON INDlAN I ST I FED LSE# M-::..002C2 

Pa yee(s) Account Number Amount 

State o f Texas 

\~\ 
(18 . 05 

General Land Office 
1700 N. Congress Avenue 
Aus t in, TX 78701 

RN - Period Beg. 08/19/1999 DELAY RENTAL CHECK # 100528 

INSTRUCTIONS TO DEPOS I TORY: You have been des1gnated as depos1tory for the above desc r ibed payment. Please c r ed1t the proceeds 
thereof to the part1es named and 1n the amounts 1nd1cated. Should any diff1culty of any nature arise, DO NOT RETURN our check , but 
make the depos i t t o the cred1t of t he part y named 1n a spec1al account, and adv1se us as soon as poss1ble for further 1nstructions. 

100528 



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



Lease Numbe r Book/Val Page Entry County I Pansh State 

TX299-389 - 275 - 005 - 00 596 737 003086 REEVES TX 

Lease Name : I H-S Minerals : State of Texas, acting by and thru I Lease Dat e I 0 8 I 19 I 9 8 

Legal Descr~pt~on 

The E/2 of Section 31, Block 56, Public School Land Survey, Save and Except N/40 and the S/122.5 

99058100 

PROSPECT TX299 PARAGON INDIAN/STIFED LSE# M-100202 .... -
Account Number Amount 

• • • 
s ~at e o f Texas • Gene~al Land Office 
1 ~IJ tJ.:N . 
Austin, 

• 
• •• • • • 

Congress Avenue 
TX 78701 

... 
RN - Period Beg . 08/19/19~ELAY RENTAL ) 

"--------------------

{f)(,:!\ 1 . 6 5 

/:;;21 

CHECK U 1 0 0 53 6 

INSTRUCTIONS TO DEPOSITORY: You have been designated as depository for the above described payment. Please cred~t the proceeds 
thereof to the part~es named and in the amounts indicated. Should any difficulty of any nature arise, DO NOT RETURN our check, but 
make the deposit to the credit of the party named in a special account, and advise us as soon as possible for further instructions. 

100536 



•••• • • • • • • 
•••• • • • • • • 

• 
• •• . . . 
•• • 

• 
•• • • • • •• • 



~ease Number Book/ Vol Page Entry County I Parish State 

TX299-389 - 275-002-00 596 440 0030 5 3 REEVES TX 

Lease Name: I Keenom, etal : State of Texas, acting by and through I Lease Da te I 08/19/98 

Legal Descript1on 

The E/2 of Sec~1on ll, Block 56, Publ 1c School Land Survey, Save and Except the N/•o and the S/122.5 

99osaoe9 

PROSPECT TX299 - PARAGON INDIAN/ST/FE~ LSE# ry;-:_ "'"'2'"'2_1 

Payee(s) Account Number Amount 

S t;At e of Texas ~x18 . 05 
d (n l·e r al Land Office 
1.1~V . N. Congress Avenue 
Au~ t i n , TX 78701 

• 
•• • /d. / • • • • • • -- --......._ 

RN - Period Beg . 08/19/ 199;9 6ELAY RENTAL CHECK n 10053 0 / 

••• '-- -----INS I ~NS TO DEPOSITORY. You have been des1 nateo d~ a~ u~1tor for the above descr1bed a ent . Please cred1t the g p y pym p roceeds 
ther~o( o the part1es named and in 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 account, and adv1se us as soon as poss1ble for further 1nstruct1ons. 



•••• • • • • • • 
•••• • • • • • • 

• 
• •• • • • •• • 

• 
•• • . . . 
•• • 



Check # 101343 

~ Property Id I MMS Eft. Date Recording Information State County /Parish 
TX299-389-27 5-001-00 0811911998 11109198 BK 596 PG 629 ENTRY 003074 TEXAS Reeves 

M100202 

-
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 El 2 of Section 31, Block 56, Public School Land Survey, Save and Except the Nl 40 and the Sl l22.5 

y l~ . DS 
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, T't\ 73701 Account Number 

Total Bank Charges 

•••• 0.00 
Payma1t Period Payment Amount Bank Service Property Property 
D~eoate (In months} Description Due Charges Sub-Type Sub-Id 

081M~MO 12 Delay Rental 18.05 0.00 . 
•• • • . . 
l r 0.00 0.00 

. 
• I.J 0.00 0.00 
• • •• • 

I I 0.00 0.00 ..-J n ,... -. ..... 
..JU O .J... /;:)0 

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 deposit 1n a speCial account, and contact us 1mmed1atei'N ~ 1 Q 13 4 3 



~ 
(I) 

. ~ 
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• 
•• • • • • •• • 



• 

Check # 101345 
Propt'rty Id I MMS Eft. Date Recording Information State County I Parish 

, )(299-389-275-002-00 0811911998 11109198 BK 596 PG 440 ENTRY 003053 TEXAS Reeves 
M-10020 

Property Name I Lessor 
State of Texas, aCting by and through its agent, Dorothy Jean Keenom, Ind1v1dually and as Trustee of the Thomas H1ll Puff Trust and as Trustee of the 
Nancy Puff Jones Trust 

Property Legal Description 
The E/ 2 of Section 31, Block 56, Public School Land Survey, Save and Except the Nl 40 and the S/122.5 

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 

• ·~~e Date (in months) Description Due Charges Sub-Type Sub-Id 

• 
• • 

tl'l'l/19/ 2000 12 Delay Rental 18.05 0.00 
• • •• 
J I 0.00 0.00 

• 
• •• 

I I 0.00 0.00 

• 
• •• • 

• • 1"7 0.00 0.00 
(' "' ,.... 
...... L, 0-L/ ~:J 

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 in the amounts indicated. Should any difficulty anse, make the depos1t 1n a special account, and contact us 1mmed1atei'N 9 1 Q 13 4 5 
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• 
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Check # 101347 

J 
Property Id I MMS Eff. Date Recording Information State County / Parish 

TX299-389-275-003-00 0811911998 11109198 BK 596 PG 566 ENTRY 003067 TEXAS Reeves 
M-100202 

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

Property Legal Description 
The E12 of Section 31, Block 56, Public School Land Survey, Save and Except the Nl 40 and the Sl 122.5 

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

\9~ Commissioner of the General Land Office Federal Tax Withheld 
1700 N. Congress Avenue 

\ 0.00 
Austm, 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 

0811912000 12 Delay Rental 1.65 0.00 

• •••• • 
:cr 0.00 0.00 

• •••• • 
• 

• J I • 0.00 0.00 . .. : 
I I 0.00 0.00 

• 
Q •• •• 

· ·r 1 0.00 0.00 ( 11(1 h 1- nr - '-' ....I...I::.J V 

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 Indicated. Should any difficulty anse, make the depos1t 1n a speCial account, and contact us 1mmed1atel't-J ~ 1 0 13 4 7 



(J; 

•••• . . 
•••• 
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Check # 101349 
F-roperty Id / MMS Eff. Date Recording Information State County/Parish 

TX299-389-275-004-00 08119/ 1998 11109198 BK 596 PG 503 ENTRY 003060 TEXAS Reeves 
M-100202 

Property Name I Lessor 
State of Texas, act1ng by and through its agent, Virginia Glenn Hill Lattimore, James Robert Hill and John A. Styrsky, Co-Trustees of the Houston and 
Emma H1ll Trust Estate; V1rginia Glenn Hill Lattimore, IndiVIdually; and James Robert Hill, Individually 

Property Legal Description 
The E12 of Section 31, Block 56, Public School Land Survey, Save and Except the Nl40 and the Sl122.5 

X 3q.3~ 
Payee Name 8t 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 0.00 
Auc;tJn, TX 78701 Account Number 

Total Bank Charges 
0.00 

Pa"~ Period Payment Amount Bank Service Property Property 
DueOiJtle• (in months) Description Due Charges Sub-Type Sub-Id 

081•~~tJeg 12 Delay Rental 39.38 0.00 .... 
• 

• ] , : 0.00 0.00 

/. I 0.00 0.00 

••• • • • . .. 
I I 0.00 0.00 

I I 0.00 0.00 

nn 61/gl 
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 1n the amounts indicated. Should any difficulty anse, make the deposit 1n a spedal account, and contact us 1mmediateiN 9 1 Q 13 4 g 



.... 
• • •••• 

•••• . . 
•••• 

• • • • • • •• • 

••• • • • •• • 



Check # 101351 
Prop.trty Id I MMS Eft. Date Recording Information State County I Parish 

...-tx299-389-275-005-00 08119/ 1998 11/ 09/98 BK 596 PG 737 ENTRY 003086 TEXAS Reeves 
M-100202 

Property Name I Lessor 
State of Texas, acbng by and through its agent, H-S M1nerals and Realty, ltd. 

Property Legal Description 
The E/2 of Section 31, Block 56, Public School Land Survey, Save and Except N/ 40 and the 5/ 122.5 

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

\o~ 
Federal Tax Withheld 

1700 N. Congress Avenue 0.00 
Austin, TX 78701 

~ \ ' 
Account Number 

Total Bank Charaes 
0.00 

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

08/19/2000 12 Delay Rental 1.65 0.00 

1.1. 0.00 0.00 
• • .... .... . , .;. .. 0.00 0.00 

• .. • 
·; , .. 0.00 0.00 

nn _S1k_O_~ 
7 I 0.00 0.00 -vv 

• • • • •• 
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 1n the amounts indicated. Should any difficulty anse, make the deposit 1n a special account, and contact us 1mmed1ateiN ~ 1 0 13 51 
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