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OIL AND GAS LEASE 

.~:.EEMENTis made and enle'ed into this 19 day or August J9...,2L bctwecD the: State ofTc:as, actina by lllld throop its 
and Real ;--Ltd. 

(Give Pamaoall Addr=s) 

J. GRANilNO CU. USE. For md in c::oasidcmioG oftbe 3IDOUDI:S mll:d below md oftbe covenants md acrccma~ts ID be paid. kept llld performed by 
Lessee IIDda this lemc. the State ofTcus actina by md throu&h the owner of the soil. bcrdJy pmts. leases md lets 1m10 Lessee. !Dr the sole and only purpose of 
prosp«tinc md dnllin& for md producing oil and ps. bylnc pipe lioe3. buildin& tanJc:s. =rio& oil md buildinc power stlltions.llelepboac r~QC:S and other stN~ 
lhen:on, to produc:e, ~e.,121ce care o( 111:a1and tnnspoct said produ<;t:s of the lease, tbe foUowin&lands situalcd in Reeyes County. Slalc 
ofT cxas, ro-wit: 

The South 360 acres of Section 30, Block 55, Township 5, 
T&P Ry. Co. Survey. 

, .. 

containin..,g ___ 3..u.~6u.OL-__ ac:rc:s, more or less.. The bonus considmltion paid for this lasc is as follows: 

To the State ofTexas: One Hundred Eighty- seven and 50/100--------------------
Dollars (S 1 8 7 :5 a ) 

Tolheownerofthesoil: One Hundred Eighty seven a n d 5a11 aa-------------------
Dollan (S 1 8 7 • 50 ) 

Toal bonus considcr.Won: Three Hun dred Seventy-·f i ve and 00/100--------------- -
••• .. . . Dollars (S 3 7 5 . a a > 
• •• r 

The IPJ.VJ!onus considaatioo paid represents a bonus of Fifty and 00 Ll 00----------------------
• • • Dollars (S 50 0 0 ) per acre. 00 7- I 5 net acres. 

• 2. TERM. Subject to the other provisions in this Je~ this lease sh:1Jl be for a term of Five ( 5) years from this 4hlc 
(h~~ ~d "primary term") and as long thereafter as oil and cas. or either of them, is produced in paying quantities from said land. 
As ~cl rn this lase. the term "produced iD payinc quantities" meaDS thai the receipts from the sale or other authorized commcn:ial use of the substancc:{s) co~cred 
c:xs~ofpodcct opentional expenses for the six months last past. • • 

a." • •! Delay Rentals: 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 
o~erati<1ns being conducted on the premises, then this lease shall terminate unless, on or before such anniversary date, Lessee shall pay, II, directly to the owner of the soil 
~~»Jif;e amount paid or tendered to the COMMJSS!ONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS a delay rental in 
tJ!e am(!Unt specified in the following 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. In like manner and upon payment of the amounts set out in the following schedule, this lease may be further continue for successive one· 
year periods during the primary term of this lease provided that payment is made on or before the anniversary date. 

Anniversarv Date Delay Rental per Acre 
First $ 1.00 
Second $ 1.00 
Third S ! 6.67 
Fourth S 16.67 
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4. PRODUCTION ROYALTIES. Upon production of oil and/or gas. Lessee a,vca to pay or eausc to be paid one-balf(I/2) o(lbe royalty 
provided for iD this lease to the Commissioner of the Gcncnl Lmd Office of the State of Texas. at Austin, Toas, and one-balf(l/2) of such royalty tD lhe owner of 
the soil: 

(A) 0[1.. Ro~ty pay2ble OD oi~ which is defined as iucluding all hy~ns produced iD aliqui~ form ott the znouth of the well and also as all 
c:ond~. distillate, and other liquid hydrocarbons rec:oveRd from oil or ps run through a separator or other equipment, as hc:reina&r provided, shall be 

3/16 part of the gross production or the martet value tbeml( It lhe option of the owner of the soil or the Commissiooc:r of the 
General Lmd Office, such value 10 be dctamincd by 1} the highest posted pric:c, plus pmnium, if my, offacd 01 paid for oil. coodcnsatc. distillate, 01other liquid 
hydrocarbons. respectiv~, of a like type and pavity iD the general area wbcrc: produced and when run. or 2} tbc hi &best matkct price thc:reof otrcmi 01 paid ill the 
general area wbc:rc produced md when run, or 3) the gross proc=ds of the sale thereo' whichever is tbc peala'. Lessee agrees that before my cas produced from tbc 
leased premises is sold. used or processed iD a plant, it will be ran free of cost 10 the royalty o'IVIlc:rs through an adequate oil and ps separator of conventional type, or 
other equipment It least as effic:leut, so tba all liquid hydrocarbons recoverable fi'om the ps by sucb means will be ~vered. The requirement that such cas be run 
tbrouch a separator or other equipment ~ be waived iD writing by the royalty ownen upon suc:h ems and cooditions as they pre:saibc. 

(B) NON PROCESSED GAS. Royalty on any ps ("tnc:Judiug Oared ps). Which is defined as all bydroarbons md pseous substaaces not defined 
as oil iA subpancnph (A) above. produced .&om my well oa said land (except as provided hcreiD with respect to ps processed ill a plant !or !be extnctioa of 
psoline, liquid hydrocarbons 01 other produ.c:ts} shall be 3/16 part of the uoss production or the market value lhc:reo( It lhe optioo of the 
owner oflhc soil 011hc Commlssioncr oflhc GenenJ Land Office. such value to be based oalhc hilhest awir:et price paid or offered for ps of c:ompanble quality iD 
the general aRa wbcR produced and when nm, or the gross pric:c paid or offered to the produc:c:r, wllic:hevcr is the greatc:r; provided that lhc ID2ltim111D PRSSUrc base 
in mcasurinc the ps und.er this lease shall oot a.t my time exceed 14.65 pounds pc:r square iuc:h abso~ IDd tbe stmdard base tanpennm: shall be sixty (60} 
dcgrcc3 FaM:nhcit, correctioa to be made for pre:s:sure a.c:cording to Boyle's Law, and for .specific: gravity ac:am:linc to tesU made by the Balanc:c Method or by lhc 
most approved method of testing beinc used by tbe industry ll the time oftc:stinc. . · 

(C) PROCESSED GAS. Royalty on any gas processed iD a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be 3/16 part of the re::sid.uc: gas and the: liquid hydrocarbons cxtr.~acd or the: marlc:t value thc:reo~ at the option of the 
owner of the soil or the Commissioner of the Genc:ral Land Offic::e.. All royalties due herein shall be based on one: hundred pert:c:nt (100%) of the total plant 
production of n:sidue gas attributable to gas produc:cd from this lease, and on fifty percent (50%), or that pew:nt acauing to Lessee, wllic:hever is the grc:at.eT, of the 
total plant production ofliquid hycfrocarllons attributable to the gas produced from this lease; provided that i(Jiquid hydrocarbons arc recovuc:d fi'om gas processed 
in a plant in wbic:h Us!c:c (or its parent, subsidiary or affiliate} owns an iutere:st, thc:n the per=tagc applicable to liquid hydroc3rbons shall be fifty pqceru (50%} or 
the highest pcrc:c:nt ac:auing to a third party proc:c::ssing gas through such pllUit under a proc:c:ssing avecmc:nt negotiated at ann's length (or if there is ao such third 
party, the highest pc:rc:c:nc then being spcciiied in proc:e:s:sing agreements or contracts iD the industry). whichever is the gre:uer. The re:spc:c:tive royalties on residue: gas 
and oo liquid bydroc::;ubons shall be dc:tenni.ned by I) the highest marlcct price paid or offered for any g;as (or liquid hydrocarbons) of comparable quality in the 
gc:nc:ral area. or 2} the gross price paid or otrc:red for such residue gas (or- tbe weighted average gross selling pric:c for the respective grades ofliquid bycfrocarllons), 
whichever is the grea.tr:r. In no event, however, shall the ro~tic:.:s payable: under this paragraph be less than the royalties which would have been due h.ad the g.as not 
been proc:cssed. · 

(D) OTiiER PRODUCTS. Royalty on c:azbon black. sulphur or any other products prodUGed or manufactured from~ zce_pting liquid hydroc:arbons) 
whether said gas be "casinghead, • "dry, • or any other gas, by fractionating, burning or any other processing shall be - 3 1 b pan of the 
gro~ production of such products, or the marlcet value thacot; u the option of the owner of the soil or the Commissioner of the General Land Office, such marlcc:t 
value to be det.c:rntinc:d as follows: 1) on the: basis of the highest marlcct price of c:acb pro<lua for the same: month in which such product is producc:d. or 2) on the 
bas~ o! ~c: average gross sale price of each produc:t for the same month iD which suc:h products arc produced; whichever is the greau:r. 

• • • 
• • • 5. MINIMUM ROYALTY. During any year after the expiration of the primal)'" tam of !his lease, if this lease is maintained by production, the royalties 

pai,lt~ this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and payable on or 
befiM lhe"last day of the month succcc:ding the anniverury date of this I= a swn equal to the total annual rental less the amount ofro~ties paid during the 
prc:cdfing year. lfPaaagaph J \:iftt1is lc:::.ue dues uot spc:eif; a c!cl&) rmtallllllellll., lA•• for the purposes of this paragraph. the delay rental amount shall be one 
doJiu f$1.;00} per aae.. .... 

• 6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or fi'om time to time, the owner of the soil or the Commissioner 
oftl~ ~era! Land Office may, at the option of either, upon not less than sixty (60) days ootice to the holder of the lease, require that the payment of any royalties 
acCNing to such royalty owner unda this lease be made in lcind. The owner of the soil's or the Commissioner of the Genc:ral Land Office's right to take its royalty in 
lcind ~not diininisb or neg au: the ownc of the soil's or the Commissioner of the General Land Office's rights or- Lessee's obligations, whether c:xpress or implic:d. 
~4~~ lease. _ 

•: • • •! 7. NO DEDUCTIONS. Lessee agrea that all royalties accruing under this lease (including those paid in ldnd} shall be ~thout deduction fo r the cost o( 

producing. gathering. storing. separating. trc::ui.ng. dehydn.dng, compressing, processing, transporting. and otherwise rn.alc.ing the oil, gas and other products · 
hereunder ready for sale or use. Lessee agrca to compute md pay royaltia on the gross valu~ received, including any reimbunemc:nts fur severance t:IXes and 
production related costs. 

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

process gas produced hereunder in any processing plant Notwithsunding any other provision of this le:ue, and subject to the written consent of the owner of the soil 
and the Commissionc:r of the Gener.U Land Office, Lessee may recycle gas for gas lift purposes on the leasc:d premises or for- injection into any oil or gas producing 
fonnation underlying the: 11:3Sed premises aftc:r the liquid hydrocarbons conta.inc:d in the: gas have be:n removed; no royaltic:.:s shall be payable on the re.cycled gas 
until it is produc:cd and sold or used by Lessee in a manner which entitles the: royalty owners to a royalty under this lease. 

9 . ROYALTY PAYMENTS Ai'ID REPORTS. AJI royaltie.s not talcc:n in kind shall be paid to the Commissionc:r of the Genc:ral Land Offic:c iU Austin, 
Tc:xas, in the following manner. 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Registc:r. Rules currently provide that royalty on oil is due 
and must be received in the Genc:ral Land Office on or before the 5th day of the: second month succ..'"'Cding the month of production, and royalty on gas is due and 
must be received in the: Gener.!.l Land Office on or before the 15th day of the second month succeeding the month of production, accompanied by the: affidavit of the 
ownc:r. managc:r or other authorized agent. complc:tc:d in the form and manner prescribed by the: General Land Office and showing the gross amount and disp~s iti~n- of 
all oil and gas produced and the market value: of the oil and gas, togc:thc:r with a copy of al l documents, rc:cords or rc:ports confirming the gross production. dasposauon 



#- I 

. 
• and matkct value including gas meta readings. pipeline receipts. p.s line receiptS md othc:r checl:s or memoranda of amount produced and put into pipelines, tuUc:s 
or pools and gu lines or gas SUlrage, and any other reports or records which the Gcncnl Lacd Office may require to verify the gross production. disposition and • 

' marlcet v~uc:.. In all cases the authority of a mmager or qent to act for the Ltssee herein must be filed in the Gcnenl Land Office. Ea.ch royalty Pl)'l'llent shall be 
Kcompanu::d by a dieclc stub, schedule, summary or other remittance advice showing by the assigned GcncnJ Land Office lease number the amount of royalty be" 
paid on each le~ IlLc=ce pays his royalty oa or before thiny (30) days a.fta the royalty paymc::Dt w.s due; then Lessee OWC3 a penalty of 5% on the royalty or lllg 
$25.00, whichever is greater. A royalty payment whidi is over thirty (30) days late shall accrue a penalty o f 1 <>"-"of the royalty due or $2.5.00 whidiever is~ 
In addition to a pcn.alty, royalties shall aeauc inunst at a rate of 12% per year; such inlerc:St will begin acauing when the royalty is sixty (60) days overdue. · 
Affidavits and supporting documents which are not filed when due shall incur a penalty in m amount set by the General Land Office administrative rule whic:b is 
cffcttivc on the date when the affidavits or supporting documents were due. The Lc:s:see shall bear all responsibility for paying or =ing royalties to be paid as 
pn:saibed by the due date provided herein. P~ of the delinquency penalty shall in no way operate to prohib it the Sun:'s right of forfeiture as provided by law 
nor act to postpone the~ on which royalties were originally due. Tbe above penalty provisions shall not apply in cases of title dispute as to thr: Swrs portion of 
the royalty or to that portion of the royalty in dispute as to fair marlc:t value. . . 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. l..c$see shall mnually furnish the Commissioner of the Gcnc:raJ Land Office with 
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under 
which gu is sold or_ processed and all subscqoa~t agreements and amendments to such contracts within thirty (30) days uta entering into or making such contnc:ts, 
agreements or amendments. Such contracts and agreements when received by the CieDenl Un4 Otlice shall be:: bdd in confidence by the Gc:ncnl Land Office unless 
otherwise aut.horiz:d by Lessee. All other c:ontniCtS and I'CQlnis pertaining to tbc production. traruporwioa. sale and awkcting of the oil and gas produced 00 said 
~isc:s, including the boolcs and acc:ounts, receipts and discharges of all wr:lls, tanlcs, pools, mctas, md pipelines shall at aD times be subj~ to inspection and 
examination by~ Commissioner of the General Land Office, the .Anonxy General, the Governor, or the representative of any of them. . 

(B) PERMITS, DRII..LlNG RECORDS. Writtr:n notice of all opcratiolU oa this lease shall be subntit11::d to the Commissioner of the Ga!eraJ 
land Office by L=ee or operator five (5) days before spud da1c; worlcover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Sud! 
written oaticr: to the General Land Office shall include copies ofR.Ulroad Commission fo rms for application to drill Copies of well tests, completion reports.and 
plugging rcporu shall be supplir:d to the General Land Office at the time they arc filed with thr: TeLlS Railroad Commission. All applications, pennits, repons or 
other fil ings that reference this lease or any ~ific: well on the leased premises and !hal arc subm.iaed to the Texas Railroad Commission or any other governmental 
agency shall include the word "State• in the title. Additionally, in ~rdance with lUilroa.d Commission niles. any signage on the leased premises for the pUlpOse of 
identifying wells, tank battc:ries or othet associated improvements to the land must also include the word "Sutc. • Lessee shall supply the General Land Office with 
any records, mcmor.anda. accounts. reports, cuttings and cores, or otha informarion relative to the operation o f the abovr:-described premise$, which may be 
requested by the General Land Office, in addition to those hen: in ocprcssly provided for. lessee shall have an electrical and/or radioactivity survey made oa the 
bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled oa the above described prcmisc.s and shall transmit a trJr: copy of 
the log of c::.ach survey on each well to the General Land Office within flitccn (IS) days after the making of said survey. 

(q PENAL TI.ES. Lessee shall incur a penalty w henever reports. documents 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 wen: due in the Gd~ 
land Office. ' I 

II . DRY HOLE/CESSATION OF PRO DUCTION DURING PRIMARY TERM. U: during the primary term hereof and prior to discovery and production 
o f oil or gas on said land., Lessee should drill a dry hole or ho les thereon. o r if during the prilrwy tcm1 hereof and after the d iscovery and actual production of oilpr 
g;u from the leased premises such production thereof should= from any c:ausc, this lease shall not terminate if on or befo re the expiration of sixty (60) days'&Om 
date of completion o f said dty ho le or ccssa.t:ion of produttion lessee commences additional drilling or reworking oper.uions th= n..or pays or tenders the next 
annual delay rental in the same manner as provided in this lease. U: during the last yc:u of the primary tam or w ithin s ixty (60) days prior thereto, a dry ho le be 
completed and abandoned., or the production of oil or gas should cease for any c:.1use, Lessee's rights shall remain in fuJ I fo rce and eff~ without fUrther operatio!lS 
un til4h.-J'iration of the primary tam; and if Lessee has not resumed production in p;rying quantities at the expir.uion of the primary term, Lcs.see may maintafn this 
leasetbyeCl!Onducting additional drilling or n:worlcing operations pursuant to Paragraph 13 , ~ing the expiration of thr: prim;uy tenn as the date of cessation of 
prod¥Qtif:¥a under Paragraph 13. Should the fun well or any subsequent wcll drilled on the above described land be completed as a shut-in oil or gas well within the 
pri~i!i'~4n hereof; lessee may resume payment of the annual renw in the same m:~naer u provided herein on or before the rental paying date following the: 
expi~on of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such pay ment, this lease shall ipso facto 
tennWv- lf at the expiration ofthe-primary term or an.y: time. thereafter a shut-in oil or gas well is located on the leased premisc.s, payments may be made in 
ac:dl,Wf!! with the: shut-in provisions hereof: 

•:•• •:12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If; at the ~piration of the primary term. neither o il nor gas is being 
produ~d on said land.. but Lessee is then engaged in drilling or reworking operations thereon, this lease shall mnain in fo rce so long as operations on said well or for 
drilling or reworking of any additional well arc prose cuted in good faith and in-worlcmanlike manner without iotemJptions totaling more than sixty (60) days during 
an1~u.:Ch 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 
payment f1f shut-in oil or gas well royaJtics or rompensa!Ory royalties is made as provided in this lease . 

• ······ . • • 13. CESSATION, DRllLING. AND REWORKlNG. If. aft.c:r the expiration ofthe primary tern\, produttion of o il or gas from the leased premises, after 
once obtained., should cease from any cause. this lease shall not terminate if lessee eommcnecs additional drilling or reworking operations within sixty (60) days 
after such cessation, and this lease shall remain in full fo rce and effect fo r so long as such operations continue in good faith and in worlcman.like manner without 
interruptions totaling more than sixty (60) days. If sue.'! drilling or reworking operations result in the production o f o il or gas, the lease shaJI remain in full force and 
effe ct for so long as oil or gas is produced from the leased premise.s in pa ying quantities or payment of shut-in oil or gas we ll royalties or payment of compensa.t.ory 
royalties is made as provided herein or as provided by law. If the drilling o r reworking operations result in the completio n of a well as a dry ho le, the lease will not 
terminate if the Lessee commences additional drilling or reworking oper.uions 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 reworlcing o per.uions in good faith and in a worlcmanlike m= c r without interruptions 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. Fo r purposes of this pan.graph., "well" meli\S any well that bas been assigned a well number by the s tate agency having 
j urisdiction over the production o f oil and gas. u: at any time after the expiration of the primary term of a leJ.SC that, until being shut in, was being maintained in 
fo rce and effect, ll well c:~pablc of produci ng oil or gas in paying quantities is loc:1ted on the leased pn::mises, but oil or gas is no t being produced fo r lack of suitable 
pr oduction facilities or laclc o f a su itable m:1rke t. then Lessee may pay as a shut-in oil or gas royalty aJl amount equ:!l to double the: annual rcnt:!l provided in the 
lease , but no t less than S I ,200 a ye:1r for eJch we ll capable of producing oil or gas in paying quantities. If ;l .. ~ph 3 sf tl.is lc::::s- docs not spceif) s dell ) ,.F!11 ' 
Bmsa;:l; IJo,.,. for the purposes o f this par.1graph. the delay rent:LI amount shall be one dollar (S I.OO) per acre. To be effective, e:~ch initial shut-in oil or gas royalty 
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must be paid on or before: (1) the expiralioo of the priawy tenn, (2) 60 days after the Lc:ssc:e ceases to produce oil or gas from the leased premises. or (3) 60 days 
after Lessee completes a drilling or rcwoning opcntion iD accordance with the lease provisions; whichever date is latest. Such payment shall be made one-hal({l/2) 
to the Commissioner of the General Lm<l Office and onc·half(l/2) to the owner of the soil. If the shut·iD oil or gas royalty is paid, the lease shall be considered to be 
a producing lease and the payment shall extend the tmn of the lease for a period of one year from the c:nd of the prirruuy term. or from the first day of the month . 
following the month in which production ceased. and, after that. if 110 suitable production facilities or ruitable marlcet for the oil or gas exists, Lc:s.scc may extend the 
lease for four more sucecssive periods of one (I) year by paying the same amount each year on or before the expiration of C2cl! shut-in year. 

IS. COMPENSATORY ROYAL TIES. ~ during the period the lc:zse is lc:pt iD effect by pzymc::nt of the shut· in oil or gas royalty, oil or gas is sold and · 
delivered in paying quantities from a weD locatc:d withi.D one thoUSalld (1,000) feet of the leased premises aad completed iD the same producing reservoir, or iD any 
e:ue in which drainage~ occurring. tbc right to continue to maintain the lease by paying the shut·iD oil or ps royalty shall cease, but the lease shall remain effective. 
for the remainder of the year for which tbe royalty bas been paid. The~ mzy maintain the lease for four more su=ive yean by Le.ssee paying COillpc:nsatory 
royalty atlhe royalty rate provided iD the lease of the narkct value of proJJuction from the well C311Sing the drainage Ol' which is completed in the .same producing 
reservoir and within one thousand (1,000) feet of the l=d premises. Tile compensatOry royalty is to be paid monlhly, ooe-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 oftbe month followiog the montb in which the oil or gas is 
produced from the well causing the drainage or that is completed i.o the same producing reservoir and loc::ated witbi.D one thousand (1,000} Cut of the leased Prc:misc:s.. 
If lhe compensatory royalty paid in arry 12-montb period Is iD an amoant less than the annual shut·i.D oil or gas royalty, Lessee shall pay an amount equal to the 
difference withi.D thirty (30) days from the end of the 12-month period. Compen.sa%0ry royalty payments which are not timely paid will acaue penalty and interest In 
accordance with Pan.gnph 9 of this lease. None of these provisions will relieve L.csse1: of the obligation of reasonable development nor the obligation to drill offset .· 
wells as provided in Texas Natural Resources Code S2.173; bowe-ver,ll the deu:rmina.t.ion of the Commis.sioner, and with the Commissioner's written approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. . 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or g.as has 
been completed on the leased premise3, Lessee shall exercise lhe diligence of a reasonably prudent opcntOr iD driJiing such additional well or wells as may be 
reasonably necessary for the proper development of the leased premise and in mari:cting the production thereon. 

(A) VERTICAL. In the event this IC3Sc is in force and effect two (2) years after the exriration date of the prirruuy or c:xtended tcm1 it shall then terminate 
as to all of the leased premises, EXCEPT (I} 40 aaa surrounding each oil well capable ofproduci.Dg in payiog quantities and 320 acres sunounding each ps well 
capable of producing in paying qu:~J~tities (including a sbut·in oil or gas well a;s provided in Pa.rag:n.ph 14 ~1ereof), or a well upon which Lessee is then engaged in 
continuous drilling or reworlcing operations. or (2) the nwnbct of acres included in a producing pooled unit pursuant to Texas Narural Resources COOe ,52.1 SJ. 
52.1 SJ, or (3) such gre:u.er or Jesser number of aczcs as may lhcn be allocated for production purposes to a proration unit for each such producing weU under the rules 
and regulations o f the Railroad Commission ofTc:::us, or any suc=r agency, or other governmental authority M vingjurisdiction. If at any time after lhc: eficctive 
date of lhe partial termination provisions hereof; the applicable field rules are changed or lhe well o r wells located lhereon arc reclassified so that less a~ age is 
thereafter allocated to said well or wells for proJJuction purposes, this leJSe shall thereupon termin:u.e as to all aere~ge not lhere:lfkr allocated to said well or wells for 
production purposes. Notwitllstanding the termination oflhis lease as to :1 portion of the lands covered hereby, Lessee shall nevertheless contiouc to have lhe right of 
ingress to and c:g:ress from the lands still rubject to lhis lease for all purposes described in J>aragnph 1 hereof. together wilh casements and rights-of-way for existing 
roads, existing pipelines and other existing facilities on, over and across all the lands desc:ribed in Paragraph I hereof("the retained lands"), for access to and from the 
retained lands and for lhe gathering or tr.llUporution of oil, gas 31ld other minerals produced from the ret:Uned lands. 

I. 
(B) HOR1ZONT AL In lhe event this lease is in force and effect two (2) ye~ after the expiration date of lhe primary or c:xtendc:d tcnn it shall further 

terminate as to all depths below 100 feet below lhe total deplh drilled (hereinafter "deeper depths") in e:J.Ch wellloc:ued on a~age retained in Paragraph 16 (A) 
above, unles.s on or before two (2) ye= after the primary or extended ll:nn Lc:sscc p:ays an amount equal to one·half(l/2} of the bonus originally paid as 
consideration for this lease (as specified on page 1 hereof). If ruch amount is paid, this lease shall be in force and effect as to such deeper depths, and said , 
tetrgiflt~shall be delayed for an additional period of two (2) yc:.ars and so loog lhereafter a;s oil or gas is produced in paying quantities from such deeper depths 
coveltd~ this lease. . -

•••• 
• • • • ~IDENTIFICATION AND FlUNG. The surfau acreage retained hereunder as to each well shall, as nc;u-ly as practical, be in the fonn of a square with 

the wc:»Jiocatcd in the center thereof; or such other shape as may be approved by the Commissioner oflhe Gcnc:ral Land Office. Within thirty (30) days a.ftu partial 
tc:nnif-..liQn of this lease as provided haein, Lessee shall execute and record a release or releases containing a satisfactory legal desc:riptioo of the a~age and/or 
dep'"QA& ~tained hereunder. The recorded rele:lSe., or a certified copy of same, shall be filed in the General Land Offi~ a.c.companied by lhe filing fee prescribed 
by the Gel1&ral Land Office rules in effect on lhe c!ate lhe release is filed. If Lc:s.see fails or refuses to execute and record such release or releases within ninety {90) 
da~fOeing requested to do so by the General Land Offi~ lhen the Commissioner at his sole discretion may designate by wriaen instrument the =ge and/or 
depth\ to be released hereunder and record such instrument at Lessee's expense iD lhe county or counties where the le:lSe i.s located and in the official records of the 
General lf1d Office and such designation shall be binding upon Lessee for all purposes . 

••• ••• 
• •17. OFFSET WELLS. Neither lhe bonus. delay rentals. nor royalties paid, or to be paid, under this lc::lSe shall relieve Lessee of his obligation to protect 

th~~• ~gas under the above-described land from being drained. lessee, sublessee. receiver o r other agent in control of the leased premises shall drill as many • • wells as lhe facts may justify and shall use appropriate me:111S and drill to a deplh ncccssaty to prevent undue drainage of oil and gas from the leased prern~. In 
addition. if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased prem~ or in any case where :he leased premises is being 
dr.tined by production of oil or gas., the Lc:s.see, sublessee, receiver or olher agent in control of the leased premises sh311 in good faith begin the drilling of a well or 
wells upon lhe leased premise.s within 100 days after lhe draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing 
in commercial quantities and sh311 prosecute such drilling with diligent :. Failure to satisfy the surutory offset obligation may subject this le:lSe 31ld lhe owner of the 
soil's agency rights to fo rfeiture. Only upon lhe determin3Lion of the Commissioner of lhe General Land Office and with his written approval may the payment of 
compensatory royalty under applic:lble sta.rutory parameters satisfy lhe obligation to drill an offset well or wells required under lhis pangraph. 

18. FORCE 11-WEUR.E. If; after a good failh effort. lessee is prevented from complying with any express or implied covenant o f lhis lease, from 
conducting drilling oper.uions on the leased premises, or from producing oil or g;u from lhe leased premises by reason of war, rebellion, riots, strikes. acts of God. or 
any valid order, rule or regulation of government authority, lhen while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessc: 
sha.JJ not be liable for damages for failure to comply with such covenantS; additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drilling 31ld reworking operations or from producing oil or gas from the leased premises. However, nolhing in lhis para.gnph shall suspend the: . 
payment of de: lay renuls in order to mainuin lhis lease in effect during the primary ll:rm in the :lbsence of such drilling or reworlcing operations or production of 011 
or gas. 
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19. WARRANTY CLAUSE. The owner of the soil wamlllts and agrees to defend title to the leased premises. If the owner of the soil defaults in 
payments owed on the leased prani.sc.s, then Lessee may redeem the rights of the owner of the soil in the leased prcmisel by paying any mortgage, taxes or oth r 
on the leased premises. If Lessee malce:s payments oo behalf of the owner of the soil undCT this paragraph, Lessee m.ay recover the cost of the:se payments from ~ens 
rental and royaltie:s due the owner of the soil. 

20. (A) PROPORTIONATE REDUCI10N CLAUSE. If the owner of the soil owns le:ss than the entire undivided sum~ esta1c in the above 
ddaibed land, whether or not l.e$sec's int=rcst is specified herein, then ~e royal!!_es and renu.l ~in provided to be paid to the owner of the soil shall be paid to h" 
in the: propor uon wnicn hu intuest ban to the entire undivided surface esta1t and the royalties and rental herein provided to be paid to the Commissioner of the un 
General Land Office: of the State of Texas shall be liUwi.se proportionately reduce: d. However, before lasee adjusts the 11)yalty or rental due to the Commissioner of 
the General Land Otfi~. Lessee or his authorized represen!.lL.ive must submit to the Commissioner of the General Land Office a written statement whic.h explains the 
disercpancy between thcyntere:st pwportedly leased under this lease and the acruaJ interest owned by the owner of the soil. The U:!mrnissioner of the General l4nd 
Office shall be paid the value of the whole production allocable to any undivided intere.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 Gcncn1 Land Office receive a.s a royalty on the gross production 
allocable to the undivided interest not lc:a.sed ILQ amount les.s than the value of one-sixteenth (l/16) of such grew. production. 

(B) REDUCTION OF PAYMENTS. u; during the primary term, a portion of the land covered by this lease is Included within the boundarie.s 
of a pooled unit that has been approved by the School Land Board and the owner of the soil id acc:ordanee with Na.tural Reso~ Code Sections 52.151-52..15-4, or 
if; at any time after the C?Cpiration of the primary tenn or the extended term. this lease covers a lesser number of~ than the total amount described herein. 
payments that arc made on a per aae basis hereunder shall be reduced accoroing to the oumbc of acres pooled, releasc1i, surrendered, or otherwise severed, so ~tat 
payments determined oo a per aae basis under the terms of this lease during the prinwy term shall be calculated based upon the number of aaes outside the 
boundaries of a pooled unit. or, if ~r the expiration of the primary term. the number of aaes a.crually retained aod covered by this lease. · 

21 . USE OF WATER. Le.ssee shall have the right to use water produced on said land necessary for opentioos WldCT this le:LSe except water from wells or 
tanks of the owner of the soil; provided, however, Lcs.see shall not usc pouble wa~er or water suiuble for livcstoclc or irrig:ltioo purposes for waterflood opcration.s 
without the prior consent of the owner of the soil. 

22. AUTHORlZED DAMAGES. Les.sc:e shall pay the owner of the soil for damages =d by its operations to all personal property, improvements, 
livcstoc:lc and crops on said land. 

2J. PlPEUNE DEPTH. Wllc:n requested by the ownCT of the soil, Lessee shall bwy its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two bWldred (200) feet to any howe or barn now on said prcmise.s without the 
WTincn co~nt of the ownCT of the soil. 

25. POLLUTION. In developing this are~ Lessee shall use the highest degree of ca.rc and all proper safeguards to prevent pollution. Without limiting the 
foregoing, pollution of coastal wetlands, narura.l waterways. rivers and impounded wa.tCT shall be prevented by the use of containment facilities sufficient to prevent 
spillage:, seepage: or ground wat~r contamination. In the event of pollution. Lessee shall use all mc::ms aJ. its disposal to re~rurc all e.s~d hydroc:ubon.s or other 
pollutant and shall be responsiolc for all damage to public: and private propcrtie:s. Les.sc:e shall build and maintain f~ around its slush, sump, and dr:l.inag~pits 
and tank baaeries so a.s to protect livestodc against los.s, damage or injury; and upon completion or abandonment of any well or wells. Lc;s.sec: shall fill and level all 
slush pits and cellars and completely clc:lll up the drilling site of all rubbish thereon. Les.sce lhall. while conducting operation.s on the lea.sed premises, keep said 
prcmise.s frte of all rubbish, cans, bottle.s, paper cups or prbage, and upon completion of opaa.l.ion.s shall restore the surface of the land to as ne:u its original 
condition and contours as is pr.u:tic:3ble. Tanks and equipment will be kept painted and presentable. 

• • • • • i6. REMOVAL OF EQUIPMENT. Subject to Jimit.allons in this paragraph, ~ shall have the right to remove machinery and fiXtUreS placed by . 
Lcs.s~ OI"Pihc lc:;ucd premise.s, including the right to draw and remove casing, within one hllndred twenty (120) days after the expiration or the termination of thiS 
lea.scoun6css the owner of the soil grants Lessee an C?Ctension of this 120-day period. However, Lessee may not remove casing from :my well c:~pable of producing oil 
and• P !n ;aying quantities. Additionally, Lessee may not draw and remove casing until afu::r thirty (30) cbys written notic: to the Commissioner of the General 
1.3nd Qffice and to the owna of the soil. The owner o f the: soil shall become the owner o f any machinery, fixtw-c.s, or casing which are net timely removed by Lessee 
undq ~rms of this pan.g:raph. 

• • •••• 
).7. (A) ASSIGNMENTS. Under the conditions contained in this par38f3ph and Pangraph 29 of this lease, the rights and e.staJ..c:s of either party to this 

leaf(rfiSf~ assigned, in whole or in pan, and the provisions of this lc:a.se shall extend to and be binding upon their heirs, devisees, leg.U reprcsen!.lL.ives, suc~s.sors 
and ;u;ign.s. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations ofLes.sce, diminish the rights, privileges 
and esuli:s. ofLes.See, ·impair the effectiveness of any payment made by Lc;s.see or impair the effectiveness of any ac:t performed by ~ec. And no change or 
di~ert inoownership of the land, rentals, or royalties shall bind Le:ssee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
represenw,ve.s or assign.s) tumishe.s the Lessee with S31isf3Ctory written evidence of the change in ownership, including the original recoroed muniments of title (or a 
ce~i4"~ttc:py ofsucb original) when the ownership changed because o f a conveyance. A total or partial assignment of this lease shall, to the extent of the interest 
ass iined. ~lieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acrc-:1ge, the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and fai lure by one or more of them to pay his share of 
the rental shall not affect this lea.se on the pillt of the land upon which pro rata rentals are timely paid o r tendered; howeva, if the assignor o r assignee does not file a 
c:n.ilied copy of such assignment in the General Land Office before the next rental paying dale, the entire lease shall tenninate for failure to pay the entire rental due 
undc:r Paragr.tph J . Every assignee shall suecc:ed to all rights and be subject to all obligations. liabilities, and penalties owed to the Su.te by the originalles.sce or any 
prior assignee o f the lc:a.se, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENt" LIMITATION. Notwithstanding any provision in Para.gr:~ph 27(a), if the owner of the soil a.c:quire.s this lea.se in whole or in part by 
assignment without the prior written approval of the Commissiona of the General L111d Office. this lease is void as of the time of assignment and the a gency power 
of the owner may be forfeited by the Commissioner. An assigruncnt will be treated 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 COfllOra.tion or subsidiary in which the owner of the soil is a principal stoclcholder or is an employee o f such a corpor.uion or subsidiary; 
(3) a partnership in which the owner o f the soil is a partner or is an employee of such a partnership; 
(-l) a principal stoclcholdCT or employee: of :he corporatio n which is the owner of the soil; 
(5) a partner or employee in a partnership which is the owner of the soil; 
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(6) a fiduciary ~oc the: owner of the: SQil; including but not limited to a guanfWl.11'Ustce, executor, administntor, receiver, or conservator for the 
owner of the: SQiJ; oc 
(7) a family mcm.bc:r of the: owner of the: SQil or related to the owner of the SQil by nwrlage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, !.== mzy at any time exe~te and deliver to the owner of the soil · 
and place of record a release or rele:ues covering any portion or portions of the leased premises, and thcrc:by surrender this k= as to such portion or portions, and be 
relieved of all subsequent obligations as~ aaeag.=_ sum:ndere4. If any part of this lease is properly sum:cdcred, the dcl~y rental due under this lease shall be rt:duced 
by tile proportion that the s urrendered a.c:rc.a.ge bean: to the acreage which W3S covered by this lease immediately prior to such sum:nder, however, such release will 
not relieve Lessee of any liabilities which may have: acaued under this lease prior to the: s=dc:r of such x:n:agc. 

29. FlUNG~ ASSIGNMENTS AND RELEASES. If all or any part of this lease is assip!Cd oc released, such assi~t or release must be recorded in 
the: county where the land is siruatcd,. and the reccrded instnmtent. oc a copy of the reterdcd i.nstromo::nt cc:rtified by the County Claic of the: county in which the 
instrument is recorded, must be filed in the General l.md Office within 90 days of the last excc:utioJJ date accompanied by the prescribed filing fcc. If any such 
assignment is not SQ filed, the rights acquired IUider this lease shall be subjca to forfeiture at tbc option of the Commissioner of the General Land Office.. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-«saibcd land have been Included in this instrument, including the 
stalemcnt of the true consideration to be paid for the execution of this lease and the risha and duties oftbc parties. Any collatcTal agreements con=ing the 
de-velopment of oil and gas from the leased premises which are oot contained in this lease render thls lease invalid. 

31. FIDUCIARY Dt!IY. The owner of the SQiJ owes the State a fiduciary duly and must fully disclose any factS affecting the: State's interest in the leased 
premises. When the interests of the owner of the SQil conflict with those of the State, the owner of the SQi} is obligated to put the S1.a1.c:'s i.ru.en:sts before his personal 
incaests. 

32.. FORFElTUR..E.. IfU=ee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Less~ or an authorized 
agent should lcnowingly make any fal.se rerum or false report concerning 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 Offi~ or if Lessee should fail to file reportS in the manner 
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board. or the Railroad Commission, or if 
U:ssee should refuse the pro peT authority access to the reccrds pertaining to opcr.ll.ions, or if Lessee or an authorized agent should knowingly fail or refuse to give 
ccrrect information to the proper authority. or lcnowingly fail or refuse to furnish the General Land Office a com:ct log of any well.. or if ~e shall lcnowingly 
violate any of the material provisions ofthi.s lease, or if this lease is assigned and tbe assignment is ooc filed in the General Land Office as required by law, the rights 
acquired under this lease shall be subject to forfeiture by the: Conunissioner, :111d he shall forfeit same wbec sufficiently informed of the facu which authorize a 
forfeiture, and when forfeited the area shall again be subject to lease under the tc:nns of the Relinquishment Act. Howe't'er, nothing herein shall be construed as 
waiving the automatic termination of this lease by operation oflaw or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this 
lease and 3.11 rights thereunder reinstaU:d before the rights of another intervene upon satisfactory CYidence to the: Commissioner of th.e General Land Office of future 
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. · 

33. UEN. In accordance with Texas Natural Resoun:es Code 52..136, the State shall have a first lien upon all oil and gas produced from the area covered 
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the 
State, in addition to the lien provided by Texas Natural Resources Code: 52..136 and any otha applicable statutory lien, an express conrra.ctuallien on and security 
int.erest in 3.11 leased minerals in and extracted from the leased premises, all proceeds which may acc:ue to Lessee from the sale of such leased minerals, whether such 
proceeds arc held by Lcsset: or by a th'ird party, and all fnctures on and improvements to the le=d premises used in connection with the production or processing of 
such leased mincn.ls in order to secure the payment of all royalties or other amounts due or to become due under this lease and to se= payment of any damages or 
loss that Lessor may suffer by reason of Lessee's bre:u:h of any covenant or condition of this lease, whether express or implied. This lien and security in.tcrcst I¥Y be 
forq!fl~ith or without court proc..-edings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Corruftis!lenc:r may require Lessee to c:xccut= and record such instruments as may be reasonalily =sat)' to acknowledge, ana.c:h or perfect this lien. Lessee hert:by 
repJ:i~~at there are no prior or superior liens arising from and rel:~ting to Lessee's activities upon the above-described property or from Lessee's acquisition of 
this l~e. l!lhould the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein.• 

•••• 
• ••• •~4. POOLING. Le.ssee is hereby granted the right to pool or unitize the royally interest of the owner of the soil under this lease with any other leasehold 

or mineral interest for the exploration. development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land 
Bo~•aM Ale Commissioner of the General Land Office for the pooling or unitiz.ing of the intcTc:St of the State under this lease pursuant to Texas Natllnl Resources 
Code .52. 151-52.!53, The: owner of the SQil agrees that the inclusion of this provision in this lease sa1i.sfies the c:xccucion requirements stated in Tc:xas Natur.ll 
Resoun:es ~ode 52.152. 

•••••• • • 
)S. INDEMNITY. Lessee hereby releases and discharges the State ofTcxas aEd the owner of the SQiJ, their officers, emp_loy~s, partners, agents. 

cc~ subconlr.lctors., guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other 
harm, including environmental hann, for which reccvery of damages is sought. including. but not limited to, :l.lllosses and cxpenscs which arc caused by the 
actiYities of Lessee, its officers, employees, and agents ::uising out of; incidental to, or resulting from, the operations of or for Le:ssc:e on the leased premises 
hereunder, or that may arise out of or be occasioned by Lessee's bre:~.eh of any of the terms or provisions of this Agreement, or by any other negl igent or suictly liable 
act or omission of lessee. FW1hcr, 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 all claims, liabilities, losses, damages, actions, penonal injury (including deiUh), 
costs and expenses. o r other harm for which recovery of damages is sought, under any theory including tort. ccntract, or strict liability, including artomcys' fees and 
othc:r legal expenses, including those relaLCd to environmental hazards, on the leased premises or in any w~ related to Lessee's failure to ccmply with any and all 
environmental laws; those arising from or in any way related to Lessee's operations or any other ofLc:ssec:'s activities on the leased premises; those arising from 
Lessee's use of the surface of the leased premises; and those: that m3y 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, partners, agents, conC'letors., subcontractors, guests, invitees, and their respective 
succ:ssors and assigns. Each :lSsignec of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemn ify, defend and hold harmless the State o f 
Texas and the: owner of the: soil, their offic:rs, employees. and agents in the same manner provided above in coMcction with the activities of Lessee, its officers, 
employees, and agents as described above. EXCEPT A.5 OTIIERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE 11\"DE~INITY OBUGA TIONS 
Al'ID\OR LIABILITIES ASSUMED Ul'iDER T HE TER..\15 OF TillS AGREEMEi'IT SHALL BE WITHOliT LIMITS Al'ffi WITHOliT REGARD TO 
TilE CA USE OR CAUSES TiiEREOF (EXCLI.J"D!NG PRE-EXISTING CONDmONS), STRlCT LIABILITY, OR THE NEGLIGENCE OF A.J"'Y PARTY 
OR PARTIES (INCLUDING TilE NEGLIGENCE OF THE INDEMNlFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOJ:l'oiT, 
CONCURRENT, ACTIVE, O R PASSIVE. 



. 36. ENVIRONMENrAL HAZARDS. Less« shall usc the hi&}lesl dc:~c: of care: and all reasonable safc:i1JMds to prevent contamination or poilu~ ~ · . 
~y c:nvlltlnmentaJ mcdiwn. including soiL surface wuc:rs, vouncfwuu. sediments. and surface or subsurface stra.U. ambient air or any other c:nvironrncnQJ me~ 0 

• 

•n. on_. ~r under, the leased premises, by any waste, polluunt, or conwninanL Lessee: shall not bring or pcnnit to remain on the leased pmniscs ~ny asbestos wn 
coowmng ma.tcrials, c:xplosivcs. toxic ma.taials, or subsunce3 rc:&UJatc:d as hazardous wasteS, hzz:udous rrwcrials, hazardous subsunce3 (as the tcnn Mliazudo 
Subsunce .. is defined in the Ccmprc:hc:nsive Enviroamc:n~ RC3poo,se. Compensation ~nd Liability Act (CERCLA). -42 U.S.C. Sections 9601 , et sc:q.).. or toxic: us 
subsW!c_cs under any federal. stne. or loc::al law or rciU)31loo ("Hzz3rdous Matc:rU!sj. except onfuwy products commonly uscl in connection with oil ~nd ga.s 
cxplorauoo and devc:lopmc:ot opc:ooons and stored iD t.bc: usual= ~nd qumtitics. LESSEE'S VIOLATION OF THE FOREGOING PROHJBmON 
SHALL CONSTITUTE A MA TElUAL BREAOI AND DEFAULT HEREUNDER As..., "I> LESSEE SHALL INDE.'\iNIFY, HOLD BAR.\ll..ESS AND 
D EFD'm THE STATE OF TEXAS As"'D THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAL'\1S, DA.'\iAGES, JUDGMENTs. P~ALTI 
LUBILrrn:s,AND COSTS (INCLUDING REASONABLE ATTOR..'IEYS' FEES AND COURT COSTS) CAUSED BY ORARJSING OUT OF (I) A ES. 
VlOU.TION OF THE ~REGOING PROHJBmON OR (D) nn: PRESENCE, RELEASE, OR DISPOSAL OF A."'Y HAZARDOUS MATERV.LS ON 
tiNDER, OR ABOUT THE LEASED PRE.\flSES DURING LESSEE'S OCCUPA."'CY OR CONmOLOFTHE LEASED PREMISES. LESSEE SHALL ' 
CLEAN UP, REMOVE, REMEDY AA"D REPAIR A."'Y SOIL OR GROUND WA TE:R CONTA.'\IINA TION A.'lD DA.'tlAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MA TER.IALS IN, ON, UNDER. OR ABOUT THE LEASED PRE.'\IISES DURING LESSEE'S 
OCCUPANCY OF THE LE.A.SED PRDflSES IN CONFOR.'i.ANCE WI111 THE REQUIREMENTS OF APPUCABLE LAW. THIS 
INDEMNIFICATION A."'D ASSUMl"TTON SHALL APPLY, Bur IS NOT LIMITED TO, UABILITY FOR RESPONSE ACTIONS UNDERT A1<E:'I 
PURSUANT TO CERCLA OR ANY OTBE:R ENVIRONMENTAL LAW OR REGUL\ TION. LESSEE SHALL ll'tL\IEDlATEL Y GIVE THE STATE OF 
TE.."US AND TilE OWNER OF THE son. WlUTil:N NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. UPON 
LE.AR.~ING OF THE PRESENCE OF ANY HAZ.A.RDOUS MA TERULS, OR UPON RECEIVING A NOTICE FROM A."fY GOVER.'IME."'t"TAL · 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHIOI MAY AFFECT THE LEASED PREMISES. THE OBUGA TIONS OF LESSEE 
llEREUNDER SHAU. Sti"RYJVE THE EXPIRATION OR EARUER TER.\IINA TION, FOR ANY REASON, OF THlS AGR.EL'dENT. 

37. APPUCABLE LAW. This lease is issued under the provisions ofTc;u;sNatunl R.eso= Code 52..171 through 52..190, coiDIDOoJy lcnown a.s the 
Relinquishment Act, and other applicable surutc:s and amCDdmc:ots thcrc:to, and if any provision in this I= docs not confonu to these staoltcs, the starutes will 
prevail over any nonconforming lease provisions. 

38. EXECUTION. This oil and gas l~c: must be signed and :aclcnowledged by the Lessee before it is filed of record in the county records and in the: 
Gcnc:r:ll L3nd Office of the Slate ofTc:xas.. Ooce the filing rc:quirc::mc:nts found in Pang:raph 39 of this lease: have been .sa.tis1ic:d. the effective~ of this lc:a.sc shall 
be the date found on Page I. · 

39. LEASE FILING. Pursuant to Chapter 9 of the To:J.S Business and Commc:.-c: Code, this lease must be filed of record in the: office of tl\c: County 
Clc:rlc in any county in wbic!l all or any patt of the le:uc:d premises is loctc:d. and certilic:d copic:.s thereof must be fil ed in the Ge nc:ral Land Office. Thls le:JSe is not 
e ffective until a certified copy of this lc:3Se (which is made and c:..'"lific:d by the County Clerk from his rc:.cords) is filed in the General Land Office in accord me: with 
Texas Narur:ll Rcso= Code 52.1&3. Additionally, this Jc:uc: shall not be binding upon the State unless it recites the actUal and troc: consideration paid or prpmisc:d 
fo r execution of this le:JSe. The bonus due the State and the prescribed filing fe: shall ac~mpaoy suc."l ccrtiiic:d copy to the Gcnc:r:ll Llnd Office. . ' · 

* See Exhibit "A" Attach d for dditional Provisions 
_.-:-

/ -..J~ 

CJ ay ,J o hns o n 

••• • • • ••• 
•••• • • • •• • 

• •••••• • • 
STATE OF TEXAS 
•••••• • • 
BY:.~~--~----~~~--~~-------­
Individually and as agent fo r the State ofTexas 

Dale:: _________________ _ 

STATE OF TEXAS 

BY: 
Iodi-v~id:-u-:al::-ly-and-~as-:lg_c:_n_t-::fo_r_th:-c:-:S:-LIA_t_c:_o-::f-::T:-cxas-----:--

General Partne r of H-S M1nerals and Realty , Ltd . 
Tax IDfi: 

Fed. Tax 
STATE OF TEXAS 

BY:.~~--~----~~~--~~-------­
Individually and u agent for the State ofTc:xa.s 

Date: ________________________________ _ 

True and 6eFmst 
copy of 

Original filed in 
Reeves County 
Clerks Office 
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: . 
STATE OF ____________________ __ 

(CORPORATION ACKNOWLEDGMENT) 

COUNTY OF _________________ __ 

BEFORE ME, the undcl'ligned authority, oo this day personally appeared, ________________________ _ 

known to m~ to be the pcrsoo whose name is subsaibcd to the foregoin& instrument. as ______________________________ _;of 

-:---.----------:~--:~--,.--------------.,...------:------:--.,......--,-----:--:---:-:--:-~·i:nd acl:Dowledged to me ttw be executed the same 
fo r the purposes and co~ideratioo ~in cxpressc.d, in the capacity .staLed, md ~ the act md deed of laid cotpOI'3tion. · 

Given under my hand and seal of office this the. ____ __;cbyof __________ .-.J· l9 ___ • 

Nowy Public: io and for __________ _ 

STATE OF ___________________ _ 
(CORPORATIO~ ACKNOWLEIXiMENl) 

COUNTY OF ___________________ _ 

BEFO RE ME, the undcl'lign.ed authority, on this day personally appeared 

known to me to be the penon whose name is subsaibed to the foregoing insttumcnt, as. _______________________________ of 

-::---.--------,...---,...---,---------------------,.---:---:----:----.,......--::--::--:~aod ackDowledged to me that be executed the lame 
for the purposes and a:Jnsidcration therein e:xpre3sed, io the capacity sw.cd, and as the aa and deed of said corpor.u:ioo. 

Given under my hand :md seal o f offiu this the. ____ d3y of _ ______________ _. 19 ___ • 

Notary Public: in and for ___________________ _ 

STATE OF ____ -=T=E~XA~S:::...._ __________ _ 

COUNTY OF_ -_ .l....JI C~Otc....:..V....:-....:....\ 5"""'------
(Il'<D!VlDUAL ACKNOWLEDGMENT) 

Before me, the undel'ligned 3u thority, on this day ,personally appe:=d Cydney Ji . Shepar d , Pr esident of RC Star 
r. . r. . c ., General Par tner of H- S M1neral s and Real ty , Lt d • 

• 
•••• • • •••• 

• •••••• • • 

JANAJULER 
NollllY Publlc, State o1 Texas 

My Commission Expires 
JULY 21 , 2002 

STA~OF ____ ~~--~--~------'-- (IND!VlDUAL AOOlOWI..EDGMENT) 

CO~~F--~~~~~~-------
•:•••~efore me, the undel'lignc:d autho rity, on this d3y pe!'lonally appeared, _______ .....lo.C .... ~!:l ... ~o<>«..-f-9t-fll.I.L7J.M....tU~ .. S1:oCJ..t../b._,_~· ..._ ___________ _ 

kno wn to me to be the pcl'lons whose names are subscribed to the foregoing i.nstrumc:nt. and aclclowledged to me that they executed the same for the purposes and 
consideration therein expressc:d. 

Given under my hand md se:U o f ofJ!cc: this the __ .=2__,._;/ ____ day o ( ~~.CJ~ 
Notary Publ ic in and for _ __ __,.Z'-~-------------

True and Correst 
copy of 

Original filed in 
Reeves County 

Clerks Office 



• r . r •• ,.. . . 

"EXlllBIT A" 

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

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

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

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

7. Notwithstanding 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 fonnation 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 
assigns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional . ·~ •. • i\amage to the owner of the soil's other land and crops . . .. .. 

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

.. • w •e.;ssee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon . .... .. 
-!Sft.•li ssee further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of 

• such w~ll •. or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as 
nr:arly as reasonably possible to its Fonner condition at the cost and expense of the Lessee, it being the intention of the parties 

.. : .. ~reto that the Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease . 
• ....... 

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

CERTIFIED TRUE AND CORRECT COPY CERTIJIC!ITE 
STATE OF TEXAS FI LE NO. -X)'-\ \ 
COUNTY OF REEVES FI LED : l l 1 S / 98 
The above and lor g IS a loll. 1rue and correcf ~lographlc copy ollhe 
ong1nal record now 1n my lawful cuslody and possesSion as lhe same 1s 
flted/r . 
P~__TO . .BE RECORDED I N THE 

OFFICIAL PUBLIC RECORDS 
,..•'i>'O;··· 1 hereby cen1f1ed on 11 1519 8 

f.:Jr:4.::~l, :~~~ :a~~TExAOUNTY CLERK 
~·r""" " -! ~ \, ': ..... . ":t-/ 

'-·?!. ~~.~.'?···· BY • DEPUTY 1r g1n1a alomi no 

True and eorrest 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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General Land Office 
Relinqubhmnr Act Lease Form 
Revised, ~prembcr 1997 

I. GRANTING CLAUSE. For md i.a considcr.ltioo of the m10unts stated below md of the covenants md agr=m.c:nts to be paid, kept and pc:formed by 
Lessee under this lease, the SWc of Texas acticg by and through the owner of the soil bc:reby gr:mts. leases md lets unto Lc:s:scc, for the sole and only purpose of 
prospecting md drilling for and producing oil and gas., laying pipe lines. building t3nks. szcrin& oil md building power stations., ll:lc-phoae floes ;and other stNCI!Ita 

thereon. to produce, s:;ave, talce =of; t:r=t and transport said produca of the lease, the foUowing W!d.s situated in Reeves County, Stue 
ofT c::us. to-wit: 

The South 360 acres of Section 30, Block 55, Township 5, 
T&P Ry. Co. Survey. 

containin.,.g_--=3c.:6::..0::::.... ___ 11CTCS, more or lc::ss. Tbe bonus consideration paid fo r this lese is as follows: 

To tile St:u.e ofT=: Four Thousand Fj ve Hundred and Na/1 00 
Dollail (S 4 . 500 00 ) 

' 
To tile o~cr of the soil: Four Thousand Five Hundred and No/100-------- -------------------

Dollars (S 4 , 500 . 00 ) 

Tow bonus conside:-atioo: Nine Thousand and No/100--------------------------------------
" .. Dollars (S 9 . 000 00 ) . . . 

The•toratbonus consideration paid rc-pn:sots a bonus of Fifty and No/1 00-----------------------
• .. • Dollars (S 50. 00 ) per=, on 1 80 net a=. 
•• • 

• 2. TER.\If. Subject to t!le otiler provisions in this lease. tilis leJSe shall be fo r a term of Five ( 5) years from this d.u= 
{hf:~~ ~led "primary term} and as long there:uier as oil and gas, or eitiler o f them. is produced in ilay ing quantities from said land. 
As ~in this ICJSe, the term "produc.::d in paying quantities" m= that the receipts from die sale or other ;wthoriz.cd co=:aJ use of the subsunce(s) cove:ed 
e~c.e;~ ~:t of poc~t crpenrional expenses for the six months last past. .. 

• • 
• 

• •••••• • • 
• •••••• • • 

3. Delay Rentals: If oil or gas in paying quantities is not being produced from the premises on tile first anniversary date of this Lease and 
tilere are tilen no drilling o perations being conducted on tile premises, then this lease shall terminate unless, on or before such anniversary date . 
Lessee shall pay, y, directly to the owner of tile soil and a like amount paid or tendered to the COMMISSIONER OF THE GENERAL LAND 
OFFICE O F THE STATE OF TEXAS, AT AUSTIN, TEXAS, a delay renlal in the amount specified in tile following schedule multiplied by the 
number of acres tilen covered by til is lease, which payment, when timely made, shall continue this lease for a period of one ( I) additional year. [n 

like manner and upon payment of the amounts set out in tile following schedule, this lease may be furtiler continued for successive one-year periods 
during tile primary term of this lease provided that payment is made on or before the anniversary date. 

Anniversarv Date Delav Rental per Acre 
~m s 1m 
Second S 1.00 
Third S 16.67 
Fourtil S 16.67 

True and 6E>FFest 
copy of 

Original filed in 
Reeves County 

Clerks Office 



.. 
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. 4 .. . PRODUCTION ~~y AL TIES. Upon production of oil and/or gas. ~= agrees to pay or cause to be paid one-half (112) of the roy;Uty 
prov1~7d for tn thiS le3Se to the Comnus.stoner of the Genc=I_Land Office of the S~ of Texas., 31 Austin. Texas. and one-half(l/2) of sue~ royalty to thc:.ownc:r f 
the sou: · · 0 

(A) O[L Royalty payable on oil, whic:h is defined as ineluding all hydroc:;uborJ.S produced in a liquid fo rm at the mouth of the well and also u all 
condensa!C, distillate, ~other liquid hydrocarborJ.S recovered from oil or gas run through a ~arator or other equipment, as hereinafter provided, shall be 

3 I 1 6 part of the gross production or the marlcet value thereof; at the option of the owner o f the soil or the Commissioner of the 
General Land Office, sueh value to be dc=mined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condetJ.Satc, distillate, or other liquid 
hydroc:;ubons, respcaivcly, ofa like type m d gravity in the general area where produced and when run, or 2) the highest marlcct price thereof offered or paid in the 
general an:a where produced and when run. or 3) the gross proceeds of the sale thereof; whiehc:ver is the greater. U.Ue: agrees that before zny gas produecd from the 
le3Sed premises is sold, used or pro=.scd in a plant, it will be run free of cost to the royalty owners through an adequa!C oil md gas separator of conventional type, 

0 
other equipment at least as effieicnt, so that all liquid hydrocarborJ.S recova-a.ble from the ps by sueh means will be recovered. The requirement that sueh gas be nm r 
through a sc:par:uor or other equipment may be waived in writing by the royalty ownm upoa sucl! !emU and coaditiorJ.S as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (meluding flared gas), wbieb is de filled as all hydroC3lborJ.S and gaseous substances not defined 
as oil in subpangraph (A) above, produced from any well on said land (except u provided h=in with respcet tops procc:s.s.ed in a plant for the e:xtrac:tion of 
gasoline, liquid hydroc:arborJ.S or other products) shall be 3 / 1 6 part of the gross production or the marlcet value th=f; at the option of the 
owner of the soil or the Commissioner of the G=cral Land Office. sueh value to be based on the highest marlcct pricc: paid or offered for gas of comparable quality in 
the genc:r31 ar= where producc:d and when run, or the gross price paid or offered to the producer, whic:hc:vc:r is the grc.atcr, provided that the tnaltimum pressure base 
in mc:uuring the g.a.s undc:r this lease shall oot at any time c:xec:c:d 14.65 pounds per square ineh absolute, and the standard bzsc tcmpcr.uurc shall be sixty (60) 
de~Cl Fahrenheit, c:o=tion to be made for pressure =rding to Boyle's Law, iiJld for spceifie gravity according to tests made by the Balance Method or by the 
most approved method o f testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or othc:r liquid hydroc:uborJ.S 
shall be 3/1 6 pan of the residue gas and the liquid hydroea.rbons cxtraetcd or the marlcet value thereo~ at the option of the 
owner of the so il or the Commissioner of the Ge:1c:ral Lllld Office. All royalties due he:-ein shall be based on one hundred pc:cc:nt (100%) of the total ;plant 
produetion o f n:.sidue gas attributable to gas produced from this le3Se, and o n fifty p=t (50%), or that percent a~:cruing to ~see, whiehc:ver is the gre.ller, of the 
tot.:ll plant produetion ofliquid hydroC3rbons 3.tlribuublc: to the gas produced from this lC3Se; provided that ifliquid hydroc:~rbons arc recovered from gas pro=c:d 
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, the:1 the j)e:CC:ntage applie:lble to liquid hydroc.1tborJ.S shall be fifty pe=t (5Q-Ie) or 
the highest percent ac...-ruing to a third party processing gJS throug.h sue!! plant under a processing :1gre: me:1t ac:gotiucd at J.rm's length (or if the:-e is no sue!! third 
party, the hig.hc.st perc...-nt then being spedfied in procc:ssing agr:::;ncnts or contr.IC:s in the industry), whie!:!c:ver is the gre31Cr. Tbe rcspe~ve royal tiel on residue l3S 
and on liquid hydroc:uborJ.S shall be de:e:mined by I) the highest marlc:t price paid or ol!"c:-ed fo r any gas (or liquid hydroe:u-bons) of comparable quality in the 
general are:t. o r 2) the gross price paid or offc:-ed :or sueh residue ps (or the weig.ht.ed orvc:.-age gross selling priee for !he respective grades ofliquid hydro~ns), 
whic:.\ever is the gre:u.cr. In no event, howe-vc:-, shall the royalties payable under this pangnph be lc.ss than the royalties whie!l would nave bc:-:1 due had the glS ::ot 
been processed. 

(D) OTI-!ER ?RODUCTS. Royalty o n e~n blaelc, sulphur or :~.t~y other produc:-.s producc:d or manufac!W"<:d 5:om gJS (excepting liquid hydroearb'ons) 
whet.'ler said gas be "casing.hea.d, • "dry, • or m y o ther gas, by fractionating, bwning or any other procc:ssing shall be l /1 6 pan of :l-:e 
gross production of sue!! produets, or the market value thereof. at the: option of the owner of the soil or the Commissioner of the General L.lnd Office, sue:!:! market 
value to be det.e:mined as follows: I ) on the basis of :he highClt marlcet prie: of each product for the same month in whie!t sueh product is produeed. or 2) on the 
basis of the ave :-age gross sale price of each produet fo r the same month in which sue:!! produc::s arc produced; whiehc:ve~ is the gr=r. • 
••• • • • 
• •• 5. MINlMUM ROYALTY. During my year J.ftcr the expintion of the primary t.enn o f this leJSe, if this lease is maintained !>y production. the royalties 

Q;fi! ~~~~er this le JSe in no event shall be less than an amount equal to the total aMual delay rental he:-ein provided; otherwise, there shail be due and payable on or 
~re tfle la.st day of the month succeeding the anniversary date of this le3Se a sum equal to the total annual rental less the aroount of royalties paid during the 
pn:t:ding ye:u. lfP•~aph 3 of this k:uc c!oc:s aoc spec;[] :t de!aj lCIILJ:i :UliOWit; the.t fo r the purposes of this paragr.~ph, the delay rental amount shall be one 
~~b<(~ l.OO) per ac:rc. 

•••• 
• 6. ROYALTY IN KIND. Norwithstanding any other provision in l.bis lease, iU m y time or from time to time, the owner of the soil or the Commissioner 

?>t &~~neral L3nd Office may, 31 the option of eithc:-, upon not less than sixty (60) days noticc: to the holder of the lease, require thiU the payment of any royalties 
ae~ing to sue!! royalty owner under this lease be made in kind. The owner of the soil"s or the Commissioner of the Gc:~eral l..Jnd Office's right to ulc:: its royalty in 
lc.ind shf!l not dimi nish or neg3.tc: the owner of the soil's o r the Commissioner of the Gcncr.U Land Office's rights or Lcsse: 's obligations., whe:her express or implied. 
~!~is lease. 

•: • • •: 7. 1'00 DEDUCTIONS. l..c.ssc:e agrees that all royalties accruing under this leJ.SC (inc:luding those paid in kind) shall be without deduction for the cost o f 
producrng, gathering, storing, se parating. tre~g. dehydrating, c:ompn:ssing. processing, tr.utsporting. and otherwise making !he oil, gas and other produc-.s 
hereunder rc:uly fo r sale or use. Lessee agre::s to compute and pay royalties on the ~ss value received, ineluding m y ~:mourscments fo r sever.lllce t.J.Xes lJld 
production related eosts. 

8. PL\.'IT FUEL AND RECYCLED GAS. No royalty shall be payable on m y gJS JS may represent this lc:J.Se's proportion31C share of any fuel used :o . 
process gJS produc::d hereunder in any proe:ssin g plmL Norwithstanding m y othe= j)rovision o f :his kJSe, and subject to the wrinen conse:1t of the owne=of:l\7 sc•l 
and the Commissione~ of the General L.lnd Offi=. L.:sse: may :':cyelc gJS for gJS li ft j)Ur,:oses on the: leJSed pre:nises or for injection into my oil or gJS producmg 
fonn:~tion unde:iying the: leased pre:nises :ul: = tr.e liquid hydrocarbons .:onuined in !.he gJS have be::1 removed; no royalties shall be payable on the recyeled glS 
until it is produc::d 3lld sold or used by ~se: in :1 manner whie!t e:1titles the roy:llty owne:-s to 3 royalty undc~ this leJSe. 

9 . ROYALTY PA y;..,{DITS A.'ID ~?ORTS. All royalties not ulc:e:1 in kind s!t:lll be paid to the Commissionc= o f the Gc:~c ::l.l Land Offic:: :11 Austin, 
Texas, in the ~ollowing manne:: 

Plyme:~t of roy:llty on procuc:-:ion o f oil ;md g:u shal l be u provice d in the rules sc: fo r-1 in the TexJS Reg ist.e=. Rules curr::~tly provide that roy:llty on oil is cue 
3lld must be rec::ived in the Gener:U L.lnd OF.i= on o r be:ore the 5th d:~y of the second me nth suc::..-:ding the month o i produc::ion. and royalty on gJS is due llld 
must be rec:ived in the General L.lnd Office on o r beiore the 15th d ay of the se:ond month suc:c:::ding !.he month of production. accompmied by the affid:~vit ?~tile 
owner, m3llag:r or other autho rized ~~:ll. completed in the fonn and manner presc:ibcd tly the Gene::ll L.lnd Office and showing the gross J.ITlOunt and disp~sn•o_n. of 
:UI oil and g ::tS produc:d md the m:uket v:lluc: o f :he o il :~.t~d gas. together with l ~py o f all doeume:~ts. records or re;:o r.s .:on:irming the ~oss production. d1sposm on 



.,lUld market value including gas meter readings, pipeline receipu, gas line re"'..eipts and other c:hec:lo or memoranda of amount produced and put into pipe! in tanks 
or pools and gas lines or ias storage, t.nd any other reports or records whic::.!l the General Land Office may require to verify the gros.s production, disposition~ d • 

' ma.rlcet value. In all ease3 the authority of a manager or agent to act for the Lessee herein must be filed in the Gene: raJ Land Offic:.. Each royalty payment ~I be 
a.cCQmpanied by a checli;: stub, schedule., summ:uy oc ocher rcmitt.anc:c advic:c sho.wing by the a:s.sign<d General L=d Offic:c I= number the amowu. of royalty be' 
paid on each lease. lfl.c.s3ee pa)'l his royalty on or before thirty (30) days after the royalty pay=t W3S due., then I..es.sce ~ a pcnalt'J of S% lln the roia)ty llllt 

S2.5.00, whichever is grc:lter. A royalty payment which is over thirty (30) days la.te shall ac:::-ue a pc:na.lty of Joe~ of the royalty due or $25.00 whichever is~ 
In addition to a penalty, royalties shall acaue interest at a rate of 12% per ye3r, such interest will begin accruing when the royalty is sixty (60) days ovCl'duc, · 
Affidavits and supponinwocuments which are not filed when due shall incur a pc.oalty in an amount set by the Genenl Lazld Office administrative rule which . 
effective on the cat: when the affidavits or supporting dcxuments wue due.. The Ussc:e shall bear all =ponsibility fo r paying or cawing roya.ltir:3 to be paid 

15 

pr=aibed by the due date provided herein. Payment of the .Ulioquency penalty shall in DO wzy operate to proh.ibit the State's right of forfeiture as provided .:I 
nor act to postpone the date on which royalties were originally due. The above penalty provisions sh.all not apply in= of title dispute as to the S~s PDnion ~~ 
the royalty or to that portion of the royalty in dispute as to fair marla:t value. . . 

0 

1 0. . (A) RESER YES, C ONTRACTS AND OTHER RECORDS. l...es5ee 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 IC3.Se and shall furnish said Commissioner with c:opie3 of all c:ontracn linda 
which gas is sold or ~d and all subsequent agree:mc:rn:s :and amendments to such COOtr.ICt:s within thirty (30) days afta entering into or malcing such contn.cts, 
ag.rcc:ment.s or amendments. S\IQJ c:ontra.cu and agrc:emcnt:s when r=ived by the General L.an.d Office sh.all be bdd in confidence by the Gc:ne:nJ L:and Office UDic:s:s 
otherwise authorized by L=ee. All otbeT c:ontrliC:tS and r=Jrd.5 pau.iaing to the production, transportation, sale and ma.rlcc:ting of the oil and gas produced on said 
premises, including the boola and accounts, receipts and discharge3 of a.l1 wells, tanks, pools, me~ and pipcline3 shall at all time:s be subject to inspection and 
examination by the Commissioner of the General Land Office, the Attorney C-cneral, the Govc:mor, or the represent3tive of any of them. 

(B) PER.'v!ITS, DRlLLING RECORDS. Wria.en ooti~ of all operatlotu oa this lease shall be submitted to the Commissicner of the General 
L3lld Office by L:sse: or opcral.Or five (S) days before spud date, worlcover, re-<:ntty, temporary abandonment or plug and ab:10do nment of any well or wells. Sucl! 
written notice to the General Land Office shall include c:opid of Railroad Commission forms for application to drilL Copie3 of well tests, completion reports ·and 
plugging reporu sha.ll be supplied to !he General Land Office :u the time they arc filed with !he Tc::us Railroad Commission. All applications, permits, reports or 
other filinp that refcrenc: this le~ or lily specific well on the leased premises and that arc submiacd to the Texas Railroad CoiT'.mission or my other governmental 
agency shall include the word "State" in the title. Additiorul ly, in =rc!.:Lo~ with Railroad Commission niles, any signage on the leased pre:nises for the purpose of 
identifying wells, tank banaia or other as.wciatcd improvements to the lmd must also include the word "State. • Lessee s~l S1..1lply t.be Genaall..lnd Offic: with 
any records, memoranda, lG.::OWlts, reports, cuaings and core, or otha informat:on relative to the oper.Uion of the above-dcsdbed premises, whic!t rriay be 
requested by the General L3nd Office, in addition to those herein expressly provided for. I...e:sse: slu.ll have an dec:ric:ll and/or radioactivity survey m3de oa the 
bore-hole section, from the base of the surface c:uing to !he total depth of well, of all wells drilled on the above desdbed prcmi.se.s and shaH tr3nsmit a true copy of 
the log ofeuh S1JrVey on each well to the General Land Office within flft=n (15) days J.fta the making ofs:Ud survey. 

(q PDIAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials arc not filed in the Gc:le:-al Land Offic: wbe:~ 
due. The penalty for late filing shall be set by the Ger:eral Land Offi~ administrative rule which is effective on the daL:: when the matcriab were due in the C=cral 
Land Office. ·' 

II. DRY HOLE/CESSATION OF ?RO DUCTION DURING PRIMARYTER.'vl. If. during the prim:uy term hel'eo fand prior to discovery and production 
of oil or gas on said land, Les~ should drill a dry hole or holes thereon. or if during the primary term hereof and after t.ie discovery and a.c:ual production of oil or 
gas from the leased premises such production the:eof should c= from any cause:, this le:1Se shall not termin3le if on or be:orc the expiration o f sixty (60) days from 
date of completion of said dry hole or c..--ssa.tion of production Lessee comm=c es additional drilling or rc:worlcing opcratioCIS the:-con,. or pays or tenders the n~ 
annual delay rental in the same manner as provided in this lc::JSe. If. during the last yeu of_the primary term or within sixty (60 ) d:l)'l prior thereto, a dry hole be 
completed and abandoned, or the produc:.ion of oil or gas should cease for any cause, L::s.sU's rights shall remain in full fon:.e and effect without~ opcralions. 
until~· ~iration of the primary tenn: and if Lessee has not resumed production in paying quantities 3.1 the expir:uion of the primary term, Less~ may maintain this 
lea.se~)fc!bndueting additional drilling or reworlcing opel'l.l.ions pursuant to f>arag;r.lph 13, using the expiration of the primary te ... ·m as the date of c:ssation of 
pro~t!~under Paragraph 13. Should the first well or my subsequent well drilled on the above described land be completed as a shut-in o il or gas well within the 
prim~ te~ hereof; Lcsse:: may re.sume payment of the annual rent.J.I in the s=e manner as provided herein on or before the r=tal paying date following the 
e:cpirafion of sbtcy (60) days from the date of completion of such shut-in oil or gas well and upon the f:Uiurc to make such payment, this l=>c: shall ipso facto 
te~inu:. •]( at the expiration of the prim:uy te:m or any time therc:Ukr a shut-in oil or gO!S well is !~ted on the leased prc.'Tlisc:s, payments may be made in 
acco.OO.ec: with the shut-in provisions hereof. . . 

•: • • • ~2. DRlLLJNG AND R.EWOR.:<ING AT EXPI:RA TION OF PRL'viAR. Y TE..~-.i. If; at the t":Cpiration of the primary t.e.nn. neither o il nor gas is being 
produ-=d on s:Ud land, but Us.se:: is thc;t engaged in drilling or reworking o perations thereon, thU le3Se shall remain in fore:: so long as opcntions on said well or for 
drilling or ~working of any additional well arc prosecu tcd in good f:Uth and in-worlcnJnlik: manner witho ut intc.mJptions total ing more than sixcy (60) days during 
anf~~~!t opention, and if they result in the production of oilllldlor ga.s, so lo ng therc:lfter as oil and/or gas is produ~d in paying quantities from said land. or 
payment o{ shut-in oil or gas well royalties or ccmpcnsa10ey royaltie3 is m3-Ce as p rov ided in this lease . 

•• •••• 
• •13. C::...SSA TION. DRllliNG. A..'ID R...CWORXING. If. a.ft.cr the expiration of the pr'.mary term, pro<!uction of oil or g~ from the leased premises, after 

once obtained, should cease from any cause. this lease shall not t.erminat= if Lessee commences additional drilling or n:woric.ing Operltions wi thin sixcy (60) days 
after such =sation, and this lease shall re:nain in full force and effect for so long as such operations continue in good f:Uth and in worlcmanl ike m:mner without 
interruptions totaling more than sixcy (60) days. Ifsuc.'1 drilling or n:wo rlcing operations re.sult in ~e production of oil or ps. the lease shall remain in fJll force Jnd 
e ffect for so long as oil or gas is produ~d from the leased prem ise.s in pay ing quantities or payment of shut-in oil or gas well royal ties or payment o f compensatory 
royalt ies is made as provided herein or as provided by law. If the drillin g o r reworking operations result in the completion of a well as a dry hole, the lease will not 
ter:ninaie if the L:.ss~ commences additional drill ing or reworX: ing opcr.uions within sixty (60) days iller the completion o f the well as a dry hole, and t.his le3Se 
shal l rem:Un in e:Tect so long as Lcssc::: continues df. ll ing or n:wo r!Cng o perations in good faith and in a worlcnan.like manner wit.'1out inte:n.sptic ns totaling more 
than sixty (60) days. L:ssc:e shall give wri a e:1 netic: to the Gc :~eral Land Offi~ within th ir.y (30) days of any c:ssatio n o fprc ducticn. 

14. SHUT-IN ROYAl. TI ES. Fo r pur,::o se.s o f th is p~ph. "well" me:ms any w ell thai has be:n J..Ss igne d a w ell number by the state ag::~cy ~lvin_g 
jurisdic:icn over :he: prcductio n o f oil JJ1d gas. If. at lilY time J.ft.: : the e:Qira.tion o f :he ;Jr'.mJJ)' term o f a le ase thai, until bein g shut in, was being m:lir.t:llr.ed .'" . 
fo rce and effect, a we: II ca pab le o f producing oil or g:15 in paying qU311ti t:i es is locau:l en the leased pre mises, but o il or g J.S is not be ing produc:d for lack of su,u ole 
proc uc :ion fad ities or lack of a sui t:l.ble m ;Jikc t. thc: :1 Lcssc: may pay as a shut· in oil 'Jr g:u royalty m amo unt cGUal to doubie the annual r: nt.J.I provided in th: 
le ase . but not lc! s thUJ Sl.200 a ye:J.f for each w: ll capable o f producin g oil or gas in paying quwtitics. lff:u:tgJ:rpil ~ 01 t:l . l~ lc:Ue e&s not 5pctlty J d.ls} re~nl 
-QwR'o 'Rell fo r the: purposes o f this par.Jg.-aph. the: delay rcnt.J.I ltllou nl shall be one collll' (S 1.00) per Jere. To be effccti'(e, e Jch initial shu t-in oil or gas ro~ll ty 



. , 

must be paid on or before: (I) the expinlioo of the: primary tcnn, (2) 60 da)'3 aftc:r the Lessee =uc:s to produce oil or zas from the l=d Premises. or (3) 60 days 
:U'tcr L=e C:O~plctc:s ~drilling or n:won.ing opcntioo ill =:ordance with the !case provisioa:s.; whicbcver ~is latest. Such payment shal l t-c made oc.."-haaf(l/2 
to the Conumsstoner of the General Lmd Office and onc-half(l/2) to the owner of the soil. lfthc shut-in oil or :as royalty is paid. the lease sh.all be conside!"C1i to~ 
a prod~cing lease and the payment shall o:t.cnd the tcr.n of the I= for a period of one yez from the end of the primary tcrr:1. or from the first day of the month 
followtng the month in which production c.c..3SCtf, and. after that, if no suitable production facilities or suitable marlcet for the oil or g33 c-xisu, Lc:ssee may c:ttcnd th 
lc:I.Se for four more successive periods of one (I) ye:u by paying the S3I'OC amount eac:.'l Ye3Z oo or be(OI"e tbc c::q>iratioo of eac:.'l shut-in y= . c 

. ' . 
I 5. COMPENSATORY ROYAL TIES. u; during the period the leas-e is kept in effect by p2Yil'lalt of the shut-in oil or gas royalty, oil or gou is sold and 

delivered in p~ying quantities from a wen locat.cd within ooc thousand {1,000) fi:ct of the lc:ased premises aod completed in tbc .same producing reservoir, or ia any 
case in whic!J dnin:1ge is oc..-urring. the right to contim.-c to mainuin the le~ by prying the 3hut-ln o il oc g-:as royalty shall=· bL!t the lease shall rellWo effettiv · · · 
fo r the re:n.ainc!c:- of the~ for which tbc ro)':llty ~ l:>e::n paid. The Lessee m::ry .n -liouin the lease foe four more su=ive ye:~n by Lessc:c paying COI'IIpClwzo e 
royalty ill the royalty r.1te provided in the lease of the l'llai'Ut v:Liuc of proc:Nctioa from the w.c:U c:;wsing tbe d.r:Unagc OT whic:.!l iJ complet.cd ill the nme Producing ry 
reservoir and within one thousand (1,000) feet of the leased pn:misc:s. 1bc compcnsaiOry royalty iJ to be paid monthly, ooc-ha.lf(l/2) to the Commissioner of the 
Ccneral Land Office~ onc-half(l/2) to the owner of the soil, beginning on oc before the last day oftbc month foUowing tbc mcntb in which the oil or gas is 
produced from the well causing the c!r.l.in:age or tb;u is completed ill the =e producing rc:sc:rvoir md loc.ued within one thousa.cd (1.000) feet oftbe leased Premisc:s... 
I C the com pcn.satOr)' royalty paid in arry 12-month period is in an amount less than tbc ann uaJ shut-ill oil or gas royalty. L= shal I pay :m amc un t equal to the 
difference wi thin thirty (30) days from the end of the 12-montb pc::iod. CAmpcma10ry royalty paymc:nt:s whicl! arc not timely paid will 3Ct:;'UC pc:lalty and intat:st In 
:1ecordan~ with P~h 9 of this lease.. None ofthc:sc provisions win relieve L.essce o(thc obliprioa ofrezon.U,Ie ckvclopmcot no r the obligation to drill otnct 
wells as provided in Te:cas ~arural Resources Code 52.173; however, 31 the dete:nnin:uion oftbc Commis.sioncr, and with tl-.c Commissioner'3 wria.cn approval, the 
payment of compensatory royaltiC3 can s.:llisfy tbc oblig:ttion to drill offset wells.. . • 

16. RETAINED AC~GE. N otwithst:lllding -my provision oft.'lis lc~ to tbc coarnry, afta ~well ,.roducing or capable o f producing oil or g:as 1w 
been complet.ed o n the leased premiscl., Lc:ssce shall c-xrn:isc t.'::: diligence of a re:tSOnably prudent opcr.nor in drilling sue.!! additional well or wclb as may be 
reasonably necessary for the proper development o(the l~d ;:rcoisc and in marl:etin& the produc::ion thereon. 

(A) VERTICAL In the cvot this lc.sc is in force and effe..--t two (2) years afta the cx;:-ir:u.ioa d:uc of the prirr=y or ~..c:1c!cd t=n it l hall then tcnnin:u.e 
as to all of the lc::1Sed prem i:;~ EXCEPT (I) 40 = =unding C3C.'I oil well e3pablc ofproc:Nc:ng in p;syiog quantitic and 320 =surrounding cxh f:IS well 
Qpablc of producing in paying quantitiC3 (including a shu.t·in oil or gas well 33 provided in Pi!r.lgf'lph 14 bc::eol), or :1 well upon whicb L=~ iJ then cog3ged in 
continuous drilling or reworking opcr.u:ions, or (2) the number of acres included in a producing peeled unit pum~at~t :o Tc:x.as Natur:11 R::sol!rCeS Code 52.151-
52. 153. or (J) such gre:lLcT or IC3scr numbc~ of ac:e.s :as may then be aJIOQtcd for p roduction purposc:s to ~ pror:uion U."lit for = ch such producing weU under the rules 
and regulations o f the R.ailro01d Cornmis3ion ofTc::GIS, or any succe:s.sor ager:cy, or othe~ ~ovcmmecul a.uthc~ · •· ;,aving ju.-isdic:ion. If a.t any time after the effective 
d.:!tc of the p3ttiaJ ter.nioation provisions hercot: the applic:lble field rulC3 uc changed or the well o r welb lc•; j thereon = reclassified so that lc:ss arn::~.ge is 
thc:rc3.ftcr aliOQted to said well or wells for production purposes, this !elSe shal l thereupon termin3!.: as to all . :·: Jge not t.'l=J.fter allo=d to said well or ells for 
production purposes.. Notwilh3tanding the termination of this l~e lS to l portion of the lands covered h=hy. L:.sse: shall nevertbe!ess ccntioue to have t.~e right of • 
ingress to anJ egress from the lands still subject to thi:; Ic.se !'or all ?WJX)SC3 dC3aibed in P3f'3gr.lph I hereof. toget.'ler with c.se:ne:lts and ri g..1ts-<lf-w:~y for existing 
roads, existing pipelines and o t.'ler existing facilitiez on. over and across all the lmd.s dc3cnlx:d in P~ph I he~eof ("•.h.: re:::l.ined lands"), for ::s.c::css to and from the 
reta,jned lands .llld for th:: gatherinP. • r :ratu""rutiOn of oil, ":l.S and ether minerals produc::l ~ ; m :te re:::l.ined lands. , r 
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(B) HORlZO~ AL In :..~e eve:~t this l~e iJ info~ anc! ::fec=t two (2) yc:ars afi:r the ::xpir.ltion daL:: of the ;;:-'.mary or cxt.-nded tcm it shall furthc:­
tc:minat.e :as to all depths belo w 100 fc:t below the total depth drilled (hcreinafta "de:pc:r <!ept.hs") in e3.c.!! weiii~..L:d oo ac::-::age retai r:ed in P3r.!~h 16 (A) 
:U:ove, unless on o r before two (2) yc.Y'S a.fter the primary or cxtcnc!ed t.erm ~pays an llllount equal to one-bili(l/2) of the bonus originally paid ;;.s 

cons~deWfon for this le:J.Sc (as specified oo page I l::cr.:ol). If suc.'l .ltl!Ount iJ paid, this le:1Se shall be in force and eE:ct as to such de:;xr dept.'u. and said 
temi~tti'l"s!tall be delayed for an additional period o f two (2) years and so long thereafter as oil or gas is produced in paying quanritiC3 from such deeper depths 
covercdb'l this le:ase . ••• • • • 

• • fq IOENTIF1CA TION A.'ID FlUNG. The surfa.cc =ge retained hereunder as to =!:1 weU shall, as ne:u-ly as prac:ical. be: in the form of a sqii31'C with 
the weflloC31c:d in the center thercoC or such e ther shape lS may be approved by the Commissioner of the General Land Offi~ Wit.'lin thirty (30) days aft:r partial 
te~ifl!t'!~ofthis le:ase :as provided he:ein. Lcs.se: shall cx: c:!t.e ar.d record a rele:I.Se or rele:ases c:octaining a s:ltisfac:Dry le gal c!cscriptioa ofth.e ac:cage and/or 
de;:dft~t retainc:d hercunde~. The recorded relcJSc. or 1 certified copy of s:une, sh:aJI be filc:l in the Gc:1eral Land Offic:, =?anic:d !ly the filing fee prescribed 
by WI ~pCr:aJ Llnd Ofii~ rules in effect on the 6t.e the relc:ase is filed. If Lcssc: fails or refuses to exc::utc and record such rcle:J.Se o r rele:asC3 within ninety (90) 
days a!\cr llt: ing requc:.st.ed to do so by the Gcnc::-:U Land Office. then the Cornmissionc.r a.t his sole di.s=tion may design= by wria.cn instnunen t the :I.CI"e::ge 31ldlor 
de;:ths~ be rc!eased hereunder and record such instrument Jt L='s expc M c: in the cow1ty or countiC3 wher:: the lclSe is loc.:u:d and in the official records of the 
Gcn;~ £-~d Ofiicc and such dcsign01tion shall be binding upon L::sse: for 3.11 pwposc:s. 

• • 
•1. OFrSET WELLS. Neither the bonus. dd:ry rc:1t.ili.. ncr royaltiC3 paid, o r to be paid. unc!cr this leJSe shall re licv: L=: of h is oblig:stion to protcC: 

the 8: MJ i:as under the abovc-dC3cribc:d land from being drained. L::sse:, sublessee. receiver or other a;ent in control of the lc:ased prc:nisc:s sh.lll drill as many 
we: !Is :as the facts may justify and sh:LII usc appropri;ue meJru and dr'JI to a depth ne=sOll')' to preYe:IL undue drainage of oil 311d glS from the lezed premiles. In 
addition. if oil and/or J::IS should be produc::d in cornme:-::ial quantities within 1.000 !'e:t of the le:I.Sed premises, or in any c.lSe where :.he leased prc:nisc.s is being 
dr:lincd by production of oil or ::u.. the ~ee, suhle33c:. rec::iver or other agent in c ontrol of :.he lc:ued p remi.5C3 sh:LII in good fait.'! beg in the drilling of a well or. 
wcl l.s upon the lc3Sed prc:nises w ithin I 00 days :uk: the draining well or we !Is or the well or wells complc:ed witilin 1,000 ic:t of the: le:ascd pr::mi.5C3 sWt producmg 
in commercial quantities and sh:LII prosecute such drilling with dilige:tc:. Failure to s01tisfy the SLlnltory offse t ob ligation may subje:t this I elSe and the owner of the 
so il's agency rights to fo rfe iture. Only upon the c!ete:-:nin:uion of the Commissioner of the Ge neral Lar.d Offic:: ll1d with his ·...r.r:e:1 approval m01y the p:syme~lt of 
compe:1satory royalty under app lic:tble stanltory pa.r:ur.c:..-;s satisfy the oblig3lion to drill an o ffset well or wells required under th is p;:::pph. 

18. FO RCE :-.WEUR.E. If, after a good fait.'l ~ !fort. Less~ is pn:vent.ed from complying w ith any express or L'11plie d cove:Jant o f t.h is !elSe, from 
co nducting drilling oper.ltioM on the le:I.Sed premises. or from ;Jroducing oil or g:IS from the lc:I.Sed premises by re:ascn ofw:u, r::::.C!Iion, riot.S, ;.rilces., 3C:S of C-od. or 
any ·taJid order. rule or regulatio n of govemme:lt :suthority. th::t while so pre ve:1tcd. Lessee's obli gJ ticn to comply with such cove:Jlllt sh:LI I be suspended 311d Lcsse: 
sh;UI not be li:~ble fo r damages for fai lure to comply with such cover.ant.S; additionall7, this lelSe shall be cxunccd while ~sse: is preYcnt.::d. by any such CJIL.Se. 
from conducting drilling and reworking o per:~tions or from producing oil or gas from the lelSed pre:nisC3. Howcn~. nothing in this p:l.l'':l~ph shall suspe~d the . 
payment of delay rcnt:Lis in o rder to main~n th is le:lSe in effect during t.'le prim ll')' term in the :tbse :1~ o f such drilling or rew orking O):'erJtior.s or production of oil 
cr g3.S. 
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19. WARRANTY CLAUSE. The owner of the soil warrants and :ag:n:es 10 defend title ID the leased premis.es. If the owner of the soil defaults in 
payments owed on the leased premise$, then ~e m;~y n:deem the rights o f the owner of the S{)i) in the leased prernisel by paying any tn1)r16a.ge.. taxes or th . 
on the leased premises. If Lessee makes payments oo behalf of the owner of the soil under this paragraph,~ 1113)' n:cover the cost ofthc::se payments~ ~ens 
rental and roy;Uties due the owner of the S{)il. · rn 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns les:t thm the c:ntirc undivided SUI""fa= estaLr: in the abo 
described land, whether or not Lessee's interest is specified hen: in. then the royalties and n:nu.l ~in provided to be paid to the owner o f the soil shalt be pai;e hirn 
in the proportion which his interest~ to the entire undivided surfuce esw.e and the royalties and rental herein provided 10 be paid to the COtnll\issioner or: 
General Ulld Offia: o~e StaU: ofTuas shall be li.Uwise proportionately reduced. However, before L=ee adj usts the royalty or r=tal due 10 the Colllllliss· 
~e General Ulld Office, Lcsse: or lili authoriz:cd repn:scnuu.ive mu.st submit to the Commissioner o f the General La:nd Office a written statement which c::cpl:ru~f 
diScrepancy berwun the int=t purponedly l=d under this I= and the acruai incercst owned by the owner oftbe soil . The Commi.s.3ioner of the Gcne:-al Land 
Office shall be paid the value of the whole produe1ion a.lloc.:lble ID any undivided intue.St not covered by a lease.. Je:s:s the p roportionu.e developme:u 3lld produ . 
cost alloc:~ble ID such undivided interest. However, in no event shall the Com.mislioner of the C...::nenl Land Office ree:ive as a royalty on the gros:s productiooa:oo 
allocable to the undivided interest not l=d an amount less than the value of one-sixtunth (1/16) of such gross. production. 

(B) REDUCTION OF PAYMENTS. If; during tb<: primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that h.u bee:l approved by the School Land Board and the owner of the soil in accordane: with Na.o=J Resources Code Se-ctions 52.151· 52.15-4 oc 
if, u any time after the cxpint.icn of the primary ter:n or the c:xu:nded tcnn, this lease cover3 a lc:s.ser number ofac:es than the total amount described herein. ' 
paymects that are m:lde on a per 3C'e basis herewlder shall be n:due:d ac::ording to the cumbc:T of acres pooled, n:l=d, surrendered, or otherwise severed, 50 thU 
payments determined oo a per acre basis under :he te:ms of this l=se during the primary term .sh.sll be calculated based llp<ID the number of= outside the 
bound.2ries o f a pooled unit, or, if after the ccpi.-aLion of the primary t.e.-m., the number o f acres a.crually reclined and ccvered by this I~ · 

21. USE OF WA TE.~ ~" shalllwie the right ID use w:~t::r produc::d on S<Ud land necessary for operations under this le.:I.Sc = pt water from wells or 
tanks of the owner of the soil; provided, however, ~ssee sh4ll not use potable water or wa.tct suitable for livesto<:.lc or irrig:ltioa pwpose:s fer wa.t.erflood opcntions 
w ithout the pr.or consent of the O'Wller o f the soil. 

21. AtmiORlZED DA.\-iAGES. Lessee shall pay the owner of the soil for damag~ c;wsed by its operatior.s to all pe~onal pro!='IY, improvema:ll, 
livestoclc and c:-ops on S<Ud land. j 

2J. PlPEUNE DEPTH. When n:quested by the owner of the soil, Less~ shall bury its pipelinc:s below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled ne:1rer than two hundred (200) fe:.t to any house or bar.~ aow on said pr=isc:; without the 
wrinen consent of the owner of the soil. 

J 
25. POLLUTION. In developing this area, Lessee shall use the highest degre.: of= and all proper safeguards to prevent pollution. Without limiting the 

fore;oing, pollution of co3.SUI wetlands, narur:U water?o'ays, rive~ and impounded. w:uer shall be preve:-n.:d by the use of conuirunent facilities sufficient to prevent 
spill age, se:page or ground wat-:r cont:lm.in:uion. In the event of ;:>ollution. Lessee sb;UI use all m= at its disposal!D n:cz;tun: all escapcd bydrocJJbons or other 
pollue~m and shal l be l"l:$j)Onsioie for all d:unage to public and priv:tt: properties. Lessee shall build ;wd mainuin fenc.:s aroc."ld its slush, rump, and clr:linage pits 
and tanlc b:~aerie.s so as to prot::ct livestock Jgainst loss, damage o r injury; and upon completion or :~bandonmcnt of any well or wells, Les.se : shall fill and level :Ill 
slwh pits and ~!Iars and complet.:!y cle:l!l up the drilling site of all rubbish thereon. u=e shall. while conducting oper:ll.ions oo the le:ued prc:nises, lce:p said 
premises free of aJ I rubbish, cans, bottles, paper cups or g:ltb:tge., and upon completion of o per:ll.ions shall reston: the surface of the land to as ne:It its original 
condition and contour3 as is pr.!Ctic.:J.blc. Tanlc.s and equipment will be lcept painted ;uJd p~ntable. 

. } 
• •• 26. REMOVAL OF EQUIP~. Subj ect to limiuu.ioos in this paragr:~ph, Lessee shall have the right to re.'llove machinery and fiXtUreS plac:d by 

L=s!~~lfle l=d premises, including the right 10 draw and remove C:J.Sing, within one hundred twenty (120) days after th: c::xpir.uioo or the termination of this 
le:ue.W9s the owner o f the soil gn.nts L=e an c::xtension of this 120-<iay period. However, Lesse: may not remove casing from ;my well c::~pable ofprod\Jcing oil 
an~'" Qaying quantities. Addition;Uly , Le=: may not draw and re:novc c:uing until a.ft.er thir.y {30} days wria.:n coti~ 10 the Commls.sione~ of the General 
L=d "ffic.: and to the owner of the soil. The owner of the soil shall be ::orne the owner of any roac~inery, lixtur-..s, or c::~Sing whie.'l are not timely :-emoved by Lesse: 
unde~ ~; ~rms of this paragraj:h. 

• • 
• • • • 21. (A) ASSIGNMENTS. Under the conditions contained in this pangr:~ph and Paragnph :9 of t.'lis l e~. the rights and esuu:s of either party to chis 

leas,:Allf~ assigned: in whole or in pan. and the provisions of this le:ue shall extend to and be binding upon their heirs, dC"fise:s, legal repr-..senutives, suc::.:l.SOrs 
Oltld &igru~ However, a chang: or division in ownership o f the land, renull, or royalties will cot dllr5e t!le obligltioos ofL=:, diminish the rights. privilegc:3 
and est!u.es of Lessee. imp:Ur the effectiveness of any payment made by Lessee or impair the e!rectiveness of any act pe:fom:e::l by Les.se:. And no e.1ange or 
div~iPPJ~ Dwne~hip of the land, n:nuls, or royalties sh:lll bind Lesse: for any purpose until thirty (JO} days 3-f..c:r t.'le owne: o f the soil (or his he~. devisees, legll 
repre!ent.ll~c:s or assigns) furn i.sne.s the Lessee with s:uisf;u:tory written eviden~ of the eh31lge in owr.e~hip, including the or.ginal n:con:!e d muniments of title (or :t 
cen~tle.jl.ct>OY of such original) wh'en the O'Wller3hip c!langed beQu.se of a conveyanc:. A tDtal o r partial assignment of this le:ue shlil, to the extent of the intm:.st 
assig!led, reol ieve and discharge ~of iLl! subsequent obligatiotU under this lcJS~. If this lease is lS.Signed in its entirety as to only pan of the acnge.. the right llld 
option to pay n:ntals shall be apportioned as between the several owner3 ratably, according to the aru of eat:!\, and failure by one or more of them 10 pay his shan: of 
the rental shall not a.ffect this lease on the ;la.t"t of the land upon which pro rJ.U n:ntals are time!y ;>aid or tendered; howe·ter, if tte assig;tor o r assignee does net file 3 

~rti fied copy of such assignment in the General Land Office befon: the nat n:ntal paying date, the entire lease shall termin~ for failure to ;>ay the en tin: rtntal due 
unc:!er PJr.~gr.~ph J . Every assign= shall suc:;,:ed to all rig.hts and be subj ect to all oblig:ltions, liabilities, a.nd penalties owed to the St.:U.e by the original lessee or any 
pr.or assignee of the lease, including any liabilities co the St.at.: for unpaid royalties. 

(B) ASSIGN MEN! L1MITA TION. Norwithst:J.nding any provision in P:u-agTJph :!7(l ), ii the owner of the soil acquires this le:ue in whole or in put by 
assig:Jment without the prior wriaen approval o f the Commissionc: of the ~neral L:!.nd Offi~. th is le:ue is void J.S o f the time of assignment and the agency ;;ower 
o f the owner may be forfeited by the Commi.ssioner. An :usignment will be tr:Jt.:d as if it were roaee to l..'le ownc: of the soil i f the assig:~ee is: 

( I} a nomi::e:: ofr..~e owner of the soil; 
(2) a corpor3tion or subsid iary in which the OWOJer of the soil is a ;lrinc:pal stocxnoldcr c r is an : :nploye: of sue~ :1 ccrpor.uion or subsidiJJ)': 
(3) a panncrship in which the owner o f the soil is a pJ.rt:ler or is an :m~toy~ of sue~ J partnership; 
(ol) a princ:pal ! tocld'oolc!::- c r employe: of the COQOr.uic n whic~ is the owner oith:: soil; 
(S) a partner or employe: in J ;::~."tlle~hip which is r..1e ownc oft.'le soil; 
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(6) a fiduciary :or the owna of the soil; including but r:ot limited to a guuOWl, trustee. c:xccutor, admini.stralor. ~~iva. or conservator for lb 
owner of the loil; or e 
(7) a h.mily mc::nbcr of the: owner of the soil or_rela.t.ed to the ow=r oftbe son by marriage, blood, or ~option. 

- 28. RELEASES. Unc!er the c..."11ditloru contained in this pOU"J.graph md Pangraph 29, L=ee :nay at any time c:xec:-.st.c: omd deliver to the owner of !he .
1 and place of ~cord a n:le= or ~le= covering any portio n or portioru of the le~ premises, md thcn:by sur.enda this le= as to such portion or pon ioru, an3d0~ 

~licved of all lub.s.:quent oblig:U:ioru as to a.creage sum:odered. If any part oflb.U le= i.s prope:iy suneodc::ed, tt-.c delay ~nUl due under this lease sh3JI be rcdu d 
by the proportion that ~ surr:ndcred :IC""...ag: be :!IS to the aacage whic!l w:n CO'VC::Cd by this I= im=di~ly prior to such sum:nder; however, suc!l releue wil~ 
not relieve Lcs.sc.: of any li3bilitlc:3 which may have accrued under this IC3Se prior to the SU1T'C'Ddc:r of sue!! ace age. 

29. Fl.LING OF ASSIGNMENTS AND RELEASES. lfaJJ or any ~of :his I= i.s a:ssig:oed or ~leased, sucb ~ipuncnt or ~!ea.s.: must be rcconkd . 
L'le county where the l:lnd is sicu~d, md the =rded instrument, or a copy of !he recorded i.nstttl:meot CCTtiiied by the County Ocrl: of the county in whic.i the 

10 

instrument is m:.orded, must be fiied in the General La.'ld Offi~ wit!! in 90 days of the last c:xCQrtjoo date accompanied by the pr:sc:ribed filing fee. If any 3uc:h 
assignment is no t so filed. the rights acquired under this le.l.Se shall be subj ec:t to forfe irur= at the: option of the Commissioner of the Ge:lenl Land Offi~. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the: Je= oflhc: 3bove-Oc:scribd lmd h:lve be-...!1 included in this instrument, including the 
statement of the true c:oruider.ulon to be p.aid fo r the =cutioo of this le;ue a:od the ri&}ul :tnd dutia of the parJes. Any tolla.t..~ agreements conc:~ing the 
development of oil :md gas from the le=d p~~ which 3I'C oot contained io lhi.s Jea.s.: r=dc:r this!= invalid. 

31. FIDUCIARY Dt.JTY. The owner of the soil owa the St.ate 3liduciary duty a.cd must fully disclose any f~ a.Eecting the S t:l.tc's intc~ in the le.ascd 
premises. When the intuests of the owner of the soil conflict with tho!(: of the State, the OWDa of the soil i.s obliga:ted to put tt-.e State's inte:-cru before his pc:scn:!l 
in tc:rests. 

32. FORFEITUR..E. Ifl.cssee shall fail or :efuse to malc:e the payment of311y sum wit.!Un thirty days after it becomes due, or ifL=~ or an 3Uthcriud 
agent should knowingly make any fa.Jsc rerum or filic: report concerning production or drill ing. or if Lc.ssc: shall fail or reflcie to drill 311Y ofuct well or we!u in good 
faith :lS required b y law 311d the rules and ~gul:uioru adopt.c:d by tl:e Corr.rnissionCT of the C-c::enl L:lnd Offic:, or if~ should fail to file: reports io the rni\J'.ncr 
~quired by law o r f:ail to c.cmply with rules and :egulatioru ;m;mulgaled by L'le C-ene.:-J.l Land Offic:.:. the Schcol Llnd Bo:ll'd.. o r the !Uilro3d Commission, or if 
L=ee 3houJd r:fuse the proper :w:hority a.c~ss to :he reccrds pertaining to oper.u.ion.s, or if~ o r an ~thorized age:ll should knowingly fai l or re fuse to give 
cc m:ct in fo rmation to the proper :autho rity, or Jcnowin~y fail or refuse to fur.lish the Gc:ncr.ll Lmd Oflic.: a com:ct log of any well. or ifl.es.sce sh:l.ll lcnowin~:ly 
v:oJ:ue :llly of '.he :nat.c:rial provisions o f this lease, or if this le:ue is assig.,d and L'le a.ssig.'l.onent is DOt fi led in the C=er.U Lznd O ffice 3S requ~d by Jaw, the: rights 
acquired undc: L':JJ 'e:ue shall be subj ec:: :o forfe:curc by the Co mmislionc , aocJ he sh:ll.l for.C: t s:::r..e when sufficie:ltly infom:ed o f the fJC"..s whic~ autho!U; a 
fco !eiture, and w t:c:: ~orfeited the:= shall again be: subject to lease uodCT ~ te:":n.s of the Rc!ir.c ·:shmcnt A~ Howc-1er, ncthing bere:n shall be construed as 
W":!i•ting th: :lutom:ltic te=ioation of this I= by operatio n oflaw or oy re:uon oiaoy speC:al lir. . -'Uion Jr'.sing here:mc~:. Fc r.i::tur=; may be set aside and this 
le:;.se ;u:d ;111 rig.hts :hereunde : ~iru~d x:o~ the rig.'l ts o fanc thc :ntc:vene ·;;:<Jo 3::Lisf:u::ory .:v:.Je nc:: to the Cotl'll'X.;.;ione: o f the C-c;,~ ::ll Land Offic: of future 
complian~ w ith the provisioru o f the law and of this le:lSc: and the: :ule.s and regul:uioru th:u mzy be aeopt.cl re!ative he.-e:o. • 

33. LIEN. In :u:cord;..nc.: wit!! Texas Na.tural Resources Code: 52136. the S1::11.1: shall have a fu::t Jic:l l!pon all oil and g as produc~d frcm the area c:>vered 
by this leJSe co s c:cur: pa~cnt of ;UJ unpaid royalty and other sun'.s of monC"j :.':..:! ::1ay bccc:::: due UJIW this le:lSe. By acc:;n.aoc.: o f this Jc:u:. Les.s.:: p:!nts the 
Sl3 t:, in :!Cdition to the lien ?rovidcd by T= N arura.l R:.sourc.:s Code .S2.1:0 . aod any oth~ :a;:plie::lble surutory liea, an ~j:) r-...SS con~ lic:t on and se:tlrirt 
in t::test in .JI le:ued minerals in aod c:xtr.u:·..cd from th e le:ued ~mi.ses, all proc::.::ds whic.'l may 3CC\le to Lessee from the sale of suc:.'l le ased :nioCTals, whe~'lcr suc.'l 
proc::ds :ue held by L=ee or by a third patty, and all fotrur-..s on 311d improver::ents to the le=d premises used :n connedon wft.'l the production ?r j)roc=ing of 
such leued mioe:-als in o rc!e: to secure the ?aymcot of all ror.Uties or other :unou., ts due or 1.0 bcc.:::r::!e due under this le:ue and to s.ec:-.:n: payment oi :my damages or 
lc:>s that L=or may suffer by re:uon o f L=ssee's br::!Ch o f any cove:Jar.t or condition of this IQ.Se, whether c:xpr-...ss or implied. Til is lien and security in:e."':$1 in3y be 
fo i'QI:rcwt/..-ith or witho ut court proc...-ecfmg.s in the m311nCT provided in the Title l , Chapter 9 o f the Te.;us Business and Cornmen;;:: Code. Lc:s.sc: a.gr-::5 thai the 
Ccm~is!itna may requ~ J....essee to c:xet:ut.c: 311d record such irutruments as may be re=nably n~")' co acknowledge, ana.ch or pcn·ect this lien. L=e: hereby 
r:;:~~at the:e an: no prior or supai or liens aris in g from and re!ating to Lessee's activities upoo the 3bove-desc:ibed propc::ty or from Lessee's acquisition of 
this l!:!k ~hould the: Co mmissioner at any time det.c::-:nine that this rep~sent.:uion is not !rUe, the:1 the Commissioner may dec!ar: this le= forfeit.c:d as provided 
h=in.• 

•••• • • 
• • • •34. POOLING. Lessee is here!:ly granted the right to pool or unitlz: the roy;Uty interest of the owne r of the soil unde: this le;ue with any other lcJSchold 

o r m incr:!l i9! terest·fonhc: cxplor.u.ion. development and p roduc:jon o f oil or gas or either of r.."'em upon r..'le same terms as shall !:1<: approved by the School Land 
Bo;~ ~!.te Corr.missioner o f the G=e:-al Land Offi~ for the pooling or unit!:zing of !he int:rcst of .he Su~ under this lease p urn13:11t to Texas N a.r::Jl"31 Resourc:.:.s 
Coee ~2.1 S 1-52. 153. The owner of the: soil ayee.s that the: inclusion o f this provision in this le= s:uisiia the o:ec-.Jtion ~quir=Jents sw:d in Tex~ Nltural 
R~souree3 <;ode 52. 152 • 

•••••• • • 
l S. INDEMN11Y. Lessee h=!ly ~le;ue.s and dischar-ze.s the SUt~ of TexJS J..Ed the owne r oft.l'le soil. their office:s.. emp.loy~ panne."'S, ~~nr.s. 

con ~l!le~:subcontr.lctors. guests. invit.c:=s, and their ~spcctlve successors and ass ig:ru, of and fro m all and any actloru and c:wses of action of every na ture, or othc.~ 
harm, including env ironmenul harm, (or which ~covery of damages is sought, includin g. but oot limited to, all I ossa and cxpc= which are caused by the 
ac:ivities ofLessc::, its offic.:rs. emJ= Ioyces. :uJd agc:nu arising out oC. incidenu.l to, c r rc:sultin!; fro iD, the opcr.u.ioru of cr for~= on the leased ? remises 
he:-eunder, or that :nay arise out o f or be oc::uioned by Lessee's bre:u:!'l o f any of the tenr.s or ?:Ovisioru o { this Ag:rc~ent, or by any other ne~ igc:o t or strictly li:l.b.le 
act or omission o f Lessee. F ur ..her, Le.s.se: hereby agrees to be liable for. c."Ccncr.u:, indemnify, de f::1d and hold har.nless the S tat.: of Texas and the owner of the SOli, 

their of!i ccrs, c:n ploye:s and :~gents , the ir successors o r assigns, ag:linst any and all cllims. liabilities. losses, damages, actloru, pc-sonal injury (including dca.lh), 
ccsts and ex1=erucs. or ot.'le: :>lr.ll for whic :a recove ry of danagcs is sought, under any th : ory inc!cc!ing tort, contnC".., or str.ct liability, including :utomeys' fc:s and 
other le~:!l ~xpenses, including those :-c:!.u.::! to environmcnul h=ds. on t..'le leucd pre:r.ise.s cr io my w::y rel:lt:d 'o U-ssee 's fa.ih.:.re to comply with lilY and :Ill 
e:lV ironmcntal laws; those arising from or in any w ay ~lat:d to L~!sc: 's 01=e~oru or any oL~.er o fL::sse: ' s :u:tivities on the le:uc::! premises; tho!(: wing from 
~sse:'s use of the surfac: of the Je :ue d p~:nises: and those that may arise Ol!t of or be occa.sior.cd ;y Le='s br::u:.'l o f any oithe terms or provisions of this 
Ag~:::ncnt or any otr.e: ac: o r omisSion of L:ssec, its dir::ctors, offic.:rs, ~rnploye:s, p=~rs.. l~:-::ts, contnc:ors, subcontnc:crs, g-; ests, invit! : s, ar.d their respecuve 
successors and assigru. E3ch assignee oi L'ois Ag:rc ~ me::t, or ao inte:-:st :.'ler:in. agrt:s to be li U:Ie !"cr, exor.e::u.e, ind: :nnify, defend and hold har.nless the S;;~te of 
T:xu and the owner oftlle !oil , tllcir oeic.:rs, c:nployc:s. and ag: nts in the s:unc m31ln:r j)rovic!d above in connection with the a~ivities of~ssce, its offic : rs. 
employees, and age nts as de.scribed :Uxn·: . E."<Ct:PT A.S OTHE~WlSE E<.PRESSLY LJ:\IITED HEREIN, ALL OF THE UO."DE:\L'iiTY OBLIGATIOi'o'S 
AND\OR LIA B I LITIES ASSC;\-! :ED vi'- :> ER THE TIR.\1.5 O F THIS AGREE:\tE:-.1 SHALL BE WITHOu1 Ll;\I ITS A.."ou WITHOtrr REGARD TO , 
TI·U: CAUSE OR CAUSES TII!!:.U: O F (EXCL t..lH:--IG PRE-EXISTr.-.'G COMJmOI"S), S'TlUCT LIAB ILITY, OR Th~ ;'\EGLIGE:'ICE Of A." Y ?ARTl 
OR PARTIES (r."'CLUDI'NG TilE NEG LJGE~CE O F THE I:i'iDE~fi',1FIED PARTY). WHETHER SUCI NEGLIGE:"'CE BE SOLE, JOC'\1, 

CO I'iCuRRE:'IT, A CTIVE, OR PASSIY"E.. 



··. 

. 36. ENVIRONMENTAL HAZARDS. l=see shall use the highest dep-c:e ofc.:ue and aJI reaso~Wlle safes=rds to prcYcnt c:cntamination or poilu~ . · · 
~y cnvU"Onmcnt:LI mediwn. including soil. surface wuen, g.roundwucr, sediments. and surfac:.: or subsurhcc stra.t.a. ambient air or any other CIIViro~ruaJ me:- or . 
an, on. or under, the leased prernisc3, by a.oy WM!e, pollutant, or contaminant. ~e: shall not bring or permit to remain on the leased prc.mlscs any albe:stos ' llln 
coouining rrwuials. c:q.losivr.:~, Tn"tic m:u.erials, or .ro~anr~-., IT~:Ued as llaprdow w:utcs. h.az::ut!QW rmterials. h:lz;:!.rdow substances (as the tenn •Hazud 
Substance" is defined in the Comprehensive Enviroomcntal Ro.spon.se, Compc:nurion and Liability A c:: (CERCLA). 42 U.S. C. Sections 960 I, tt seq.). or toxic: ou.s 
substanc~ under azry fedenl, stale, or lo=!IOIW or regulation ("H3Z3Tdow Ma.t.erial.s"). except ordinary products ccmmooly USl:d in c:cnr.cctlon with oil and gas 
c:xplotatioo 31ld development opc:ratioru a.od stored in the tuual manner and quantiti~. LESSEE'S VIOLATION OF TH.E FOREGOING PRORrBffiON 
SHALL CONSTIT11"N: A MA TE.RIAL BREACH AND DEFAULT HERE1JND£R A.""D LESSEE SHALL INDEMNIFY, HOLD HAR.'riLEss AND 
DEFEND THE STATE OF TEXAS A."""D 11IE OWNER OF THE SOIL FROM AND AGAINST ANY CI..ADlS. DA."L\GES. JUDGMDrrs, PniALTI 
LIABILITIES, AND COSTS (lNCLUDING REASONABLE A TTOR.'IE~ FEES AND COURT COSTS) CAUSED BY OR ARlSING Otrr OF (I) A ES. 
'VIOLATION OF Till: FOREGOING PROHlBmON OR (D) THE P~CE. RELEASE. OR DISPOSAL OF A.'fY HAZARDOUS MATERIALS ON 
lJNDER, OR ABOtrrTiiE LEASED PRE.'\fLSES DURING I.E.S.Sn'S OCCUPA.'iCY OR COI'ITROL OF THE LEASED PREMISES. LESSEE SHALL • 
CLEAN UP, REMOVE, RE."riEDY A."""D REPAIR A.'fY SOIL OR GROUND WATER CONTA.'r!lNA TION A.'il> DA."riAGE CAUSED BY THE 
PRES~CE OR RELEASE OF A.VY .HAZ.ARDOUS MA TERlALS IN, ON. UNDER. OR ABOur THE LEASED PR.E..'ttlSES DURING LESSEE'S 
OCCUPANCY OF 1liE LEASED PRDfiSES IN CONFOR.~'ICE WITH Tii.E REQUIRE:'tiDITS OF APPUCABLE LAW. THlS 
lNDE.'tfNIFICA TIONA. "'I> A.S.SlJMYnON SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKE'~ 
PURSUANT TO Cl:RCLA OR ANY O'THER ENVIRONMDIT AI. LAW OR REGUlATION. LESSEE SHALL IM'ID> IA TI:L Y GIVE 11iE STAn; OF 
TEXAS AND THE OWNER OF THE son. WRrlTEN NOTICE OF Al'tY BREACH OR SUSPECTED BREACH OF THIS P ..UU.GRAPH. UPON 
LEAR. 'liNG OF 11IE PRESENCE OF A.'<Y .HA.ZAJU)OUS MA TEJUALS. OR UPQN RECEl'VING A NOTICE FROM A.'iY GOVER.'fMDrTAI. · 
AGENCY PERTAINING TO HAZARDOUS :'>1A TERLUS WHJCH MAY AFFECT THE LEASED PRE:'riiSES. THE OBUGA TIONS OF U:sst£ 
HEREUNDER SHALL Sl,"R VIVE THE EXJ>IRA TION OR EAR.UE.R TL'It.'rllNA TION. FOR ANY REASON, OF TlilS AGR.E.E."riL''T. 

37. APPUCABLE LAW. This lease is issued under the provisions o(Tc:us N:uural R=urc.es Code 52.171 through 52.190, C:CmtllQoly knoWQ u the 
R.clinquishmentAc:t., and other applicable sUllJtC:S and ;uncndmcnt.s thcrrto, and if any provision in this lc.:uc does oot ccnform II) these sU:Utc:s. the Stan~~ will 
pn:vail over azry nonconforming le3Se provisions. 

38. EXECUTION. This oil and g;u lc:lSe mwt be signed and :lebowledged by the Lessee before it is filed ofrec:crd in the ccuncy records :111d in the 
General Llnd Oflic:: of the Scu.: ofTc=s. Once the fil ing r<:quirc:ncnts found in P;u-;t.graph 39 o[r.bi$ le3Se have been satisfied. the effective c!:uc of this le2SC shall 
be the d:ue found on Page I. · · . ' 

39. LEASE FILING. Pursu:mt to Chapter 9 of the To:;u Bwincss and Cornrce!·c: Cede, this IC3Se must l:e filed ofre-=ord in the office of the Ccunry 
Cleric in any c:cunty io wbic!l aJI or any l'art of the le;ucd prc:nise:s is )oQt.d. and ce:1.iiied copic.s thereof mwt be filed in the Genc:'3.1 L3nd Office. Tnls le:l!: is not 
effective until ;a ~rtilied c:cpy of this le:uc (wh.ic!l is made and certified by the County CleO:: fror:1 his r<:c:crds) i3 filed in the Ge:-~craJ L3nd Offic: in ac:ordanc: with 
Tcx;u NaruraJ R~o~ Code S2.l&J. Additionally, this le;ue shall not be binding upon the SUL: unless it r<:cit.es the a=aJ and true ccnsider:~tion p3id or premised 
for execution of thu lc;uc. The bonw due the St:U.e and the p=c::ibed filing fc: shall ac-=ompaoy suc.'l c=rtified copy to the Gene:-Jl L3nd Office. . ·· ' 

* See Exhibit "A" attached 1ease provisions. 

• •• • • • ••• 
. . ... 

• • • .. •. 

. j 

TnLE=----~~--~~~~~--------------
DATE:. __ f'----=-~-"'lf~-...£-;J«:..l;; ____ _ 

STATE OF TI:XAS 

STATE OF TEXAS 

BY:.~~~~~--~~~~~--------­
Individually and ;u ~e:lt for the St:ue ofTex;u 

of tJ-e H:u:;tm arrl ElmB: Hill Trust EState 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Off1ce 
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STATE OF ____ ~~~~~~~---r------
C O WflY QF __ ~~~iidlO~tu==a=~~ft~--- ~A 

BEFORE ME, the under3igned authority, oa this ~ pe1'3()n~ly appe:v-ed. _______ \_x;=~CUJ="---"h~"P-.L~:._:::~..c::...c::...;:__,;.._ ____ __ _ 

known 10m~ 10 be the ~a whose= is .sulna1bcd 10 the fo~goi.og insttumcnt. M.:====================~ : .. , 

;:=.:=====.:==.:========:==============::;:=;:::::;:::;:~J:nd ac.koowledged 10 me that be executed the s;un · ' 
for the purposa and COIUid.er.stion tnc:rein CXil~ ia the c:tpa.city $b.tcd. and .as the ac: ~ deed of .53id C-Or,lOr.ltioo... • c: 

Givenundermy~dandse:Uofoffic:thistbe 27, dayof ~ ;19~ • . --rn 
;#~ MONICA MARLOWE 
1 " 1 '.£{' \ NOTARY PUBUC 

STATE OF ;~\..JIS{)tj State of Texas · 
____ ...~..~;..::.c.;;j..,_ __________ 44:~~'0;"'~ Comm. Exp. 10-30-99 

CO WflYOF T ARR ANT . ... :;. .,.,.,.,. •••••••• , • • 

BEFORE ME, the: undersigned authority, on this day pcn.onally appeared 

owy Public i.o and for _____ p,L~::;__;__()./.J ______ _ 

known 10 me 10 be the penon whose :Lame is rubsaibed 10 the fortgoi.og instrument. zs, _ __;=.~:.==::::.._------------------..:of 

tre H::usta1 arrl Ehrra Hill Trust Estate 
-;:-:~-------;----:-:--~--:---:-------:-:--:--:----:--:---;----:---:-------;:-;---:----:--:--;-·and ~lc:dg:d 10 m e: th;u he cxc:eutcd the J:une 
for Ule purposc:s and considc::uion thc:n:in =;:=d. ia the: capacity sw.ed. and ;u t.l:c a.ct Ollld dc:::1i of ~d ~ Trust. ' 

• I 

Septem~1~. ~ ~ 

~< D .~ --
Given under?t;):\;md.~.sc:ll o f ollie.: this. the l 4 t h day of 

•• ' .,.,.-- # ( , 

·1(.~'* Sl-:t:IV, D. RICHARDS 
\ tt;:JrJ Public, Shta of Texas 

\ \ ~ ::~t Commissl;n Ex?fres June 27,~ I ,., .. ~~, N ou ry Pub lic: i.o and !'or T a r r a n t Co u n t y , Te x as 

STATE OF _ ______ __:'IEXAS:..=..::..=:...._ _________ _ (L'o 'DIVID U Al.. AC:OIO Vr 'LEDGME-f!) 

CO UNIY OF ______ ~T~A~R~R~A~N~T ______ ___ 

Before me. the: undmignc:d aut.'1crity, on this day pc.-.onally appc=:d Vi rgini a G1 A1!J Hj 11 I.attirrpre, In:liyjd! :e11 y arrl 
as Qr.Trust,.EE of tre H::usta1 arrl Bma Hill Trust EState 

bo""'~i to be the: pc:r.ocns whose n:l.mC.S are subsc::i cc:d 10 the forc:~oing instrument., acd ac:bowlcdg: d to me: :hai :hey a:l:\:tc:d tl:e same: fo r the pur,>OSCJ and 
c:onsidtr.lllbn therein c:.xpr-...ssc:d. 

•••• 
• ::: .. <::ivc:n under my hand and sc:ll o f offic:.: this thc. _ __.l..;4~t_..h..__ ____ day of_~-'1;:-....::0.,.:;:!:'~-~~:L.U.JPo::.+[j~----1~'-""r---:,:--:--..J 19 98 · . 

• ••• • • ~/~g]~~"o Sf:Efl.t. D. RICHARDS • · N . ll.;!ary Public, State of Tma 
• • • • • • ... :1.[ Commlssicn Etp!res June 21 ···- "\,..._ I 

• • r ..,. ,t -..;I ~~ 

-"·"""' 
Noury?".;ol ic: inllldfor Tarrant Count y, Texa s 

ST A TE•OF 'JE<AS 
,_~~~-----------------

(Ih'DIVIDUAL AC:OIOWLEDGM£';1) 

•••••• 
COL1tn'ctf TARRANT 

• 
•:u;;eforc me, the undmigned aur.'lority, on thtb t?' ~r3onally :~ppc:=:d Jares R:±ert Hill, In::lividtBlly cirrrl as 
Cb-'I'l:ust:.ea of tre H:llstrn arrl ElnTB ' 'll:USt EState 

known to me to be the: pe:'lons whose n:J.mcs ar: subsc:riccd 10 the forc:loing instrume:Jt, and acbow ledgcd to me th;u they c:.xecutcd the sar.Jc: for the purpos:1 311d 
cons ideration therein expreJsed. 

Given under my hand llld seal o foff}c:e this thc _ __ l_l __ t _h ______ dJy of ~~tember 19 9 B 

--~t . &S.~ 
Nowy?-.Jelic:inllld for Tarra nt County , Te xas 

True and Correst 
copy of 

Original filed in 
Reeves County 

Clerks Office 



"EXJITBIT A" 

\ Attached to and made a part of Oil and Gas Lease 
dated August 19, 1998 by and befV.,en Virginia Glenn Hill Lattimore,~ 
James Robert Hill and John A. Stl•~sky, Co-Trustees of the Houston~­

And Emma Hill Trust Estate; Virginia Glenn Hill Lattimore, Individually; and 
James Robert Hill, Individually, 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 soi l a minimum of24 hours before cutting any new road, if necessary, into or or the leasea 
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 tha t 
only those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of 
the leased premises. 

7. Notwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will 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 

• .iil writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated. 
• • • ••• 
~~ ·~!fssee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or 

• • as'l;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.,on written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits 
~: ••ru;d 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 . 
• •••••• 

ttl. L~ssee further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of 
•: ... sich well, or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises wi ll 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 anv such document 

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS FILE NO. ~lQ '~ 
COUNTY OF REEVES FILED: 11/5 J 9"'8 
The above and foregomg 1S a full, true and correct photographiC copy of the 
ong1naf record now '" my lawful cuSiody and posseSSIOn as the same IS 
file& . . 
P~TO__llli RECORDED IN THE 

OFFICIAL PUBLIC RECORDS 
... •':'E"''" . 1 hereby cen•fled on 11/5/9 8 
.~rtl~~,~-· 0}·~ -r ~ 4.:~~-DI~NNE 0. COUNTY CLERK 

• ·""- , f RQ TY,TE 
~~- ~ ' j ' ··~ "'-.:!;~.~.';.?~ BY , Igj_"'11.'a--p-a1.mn:l:o:8 EPUTY 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Offi ce 
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,.;..__ __ _ 

General Laad Office 
Re.UaquiJ iuaar Act Lu, e F?rm 
Reviled, !kptembcr 1997 

' 
nns AGR.EEMENT is !Dade ~ c:ntz:re.d. iptQ. this 1 9 day of Au qu S 'b 9 ___2.!L, bctwcxn the State ofT c::a:s., ac:i.ag by omd through its 

ag~~~-~H~i~l~l=-~I~n~v~e~s~t~mm~ee~n~ts~, __ L_·~ __ a_. __ ~==~----~----------------------------------------­
of 

:::::::::::::::::::::::::::::::::P:=.;:::o~::.::::~B~o~~x;::=r:=s~~6~8~,;:::::::~c~e~d~~a~r==P:~a~r~k;:~, ~~T~e;:;x~=a1s:::::J7~8J6f.:;.lr-=37_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-s:u--=-·d:-ag--e:u-
<Give Pc::mancar Address) 

be.ooe:tl refcm:d to as the owucr of the soil (wbc-.ha one or more), :md. _ _,C~l~a~YJ-.-•uJ.Joo.Lb..._n .... so:u.OLJDL.L---:------:-"'"'""------­
-----------------------~2~0~3~W~.~W~e~l~l~.--S~!ul~j~t~e~~A~nunL---------------'of 

Midland. Texas 79701 
(Give ?c:m.analt Address) 

1. GRA."'TTNG CLAUSE. Fo r md in c:on.sidc."'3tioa of the :unouaa stJ.led bc!cw md of the c:ov=a ;md agreemcna to be paid. kt;lt and performed by 
L=e under this IC3Se, the St:ue ofT= acting by a.od through the owner ofth.e soil. hereby gr=. I= md lets unto L=ee, fur the sole and only p~ o( 

prospcC'.ing md drilling for and producing oil :md z:u.., laying pipe linu, building ta.nks, stt:ring oil md building power surion.s. telCJlb.One linCJ md other struc::uzc 
thereon. to produ~. ~e. ulce c:ue of. tre:tt and :n.nsport said produc::3 o f :he le:ue, the foUowing laodl siOJ.all:d in Reeves Coumy, sc:uc 
ofT c::us., to-wit: 

The South 360 acres o f Section 30, Block 55, Township 5, 
T &P Ry. Co. Survey • 

• •• 
coft~iv"'t __ 3=-.;:6;...0=---- aa:s. more or less. Tbe ~nUl conside:"JJ.ion paid for thU I= is :tS follows: 

•••• • • • •• • 
• 

•••• . . 
•••• 

• 

T o the St:u.e ofTe.xz:_~O'f-'n=-=:e---::H~u~n~d..:r...!:e::..:d~~E-=i:..:::g~h~t..Ly_-....::s~e=-v..!....!:::e:..!.n!........:a~n..:::d:.........:5~0::::..t..../..=1...!:0:...:0::...-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_ 
Dollars (S __ .J.l..L8L....7,__,_ • ...~.5 .ua'---__ _,) 

T o :he owner of :he .soil:_-=-O~n;.:e=::...::.;;H,._u::..:..:n:....:d:....:r~e:....:d:;_..::E:....:l::.. g.-..;;.h:....:t:....:..~.y_-_s-"--'e_v__;,e_n __ a_n_d __ s_o.;,./_l_O_O_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_ 
Dollars (S __ .._l ...,8'-'7_. • ._.5Ll0...__ __ __,) 

•:•••: Toul bonus consic!c:atioa: Three Hundred Seventy- five and No/1 00 ---------- ----
• Dollars (S 3 7 5 . a a ) 

• 
ThmMSonus conside:-a.Coo paid rCJlr:sots a bonus of Fifty and No/1 00------ - ----------------
_

-:-::-:-;~:-------------Dollars (S 50.00 ) pc:- = , oo 7 5 neta.c:-:s. •••••• • • 
2. TE;t.'vt Subje:: to :!:e other provisions in this le:J.Se. this le:J.Se slull !:><: !'or :1 ::~ of Five ( 5 ) years from this d31e 

(he:e:n ~led ' primary :.e.'T.'l) and J.S long :.he:e:tilc:r J.S oil and gJ.S. o r e ither ofthc;n. is proeuc:d ~ pay:Og quantities :rom s.a.id land. 
As used in this leJ.Se. tl1~ t.e:m ' produc:::! in pay:Og quantities' cnc:"..ns that :l:c n:c.::ipts from che sale or other lUthor'.z.::d corrur..::-;:al usc of the subsunc:(s) covc~d 
e.xc~d out of ;>oolc::"'pc;lrional a;:cnscs !'or the si."t mcnths last ;Jas!. 

3. Delay Remals: If oil or gas in paying quantiti~ is not being produc:d from the premises on the first :mnivers:uy date o f this Le:J.Se :ltld 
there are then no drilling operations being conducted on the premisCJ, then this leJ.Se shall u:nninate unless, on or before such :mniversary dace. 
Lessee shall pay, Y: directly co the owner of the soil and a like amount paid or tendered co the COMMJSSIONER OF TiiE GE'lERAL LA,"JD 
OFFICE OF TiiE STATE OF TEXAS. AT AwST!N, TEXAS. a delay rental in the amount spec1fied in the followmg schedule multiplied by the 
number of acres then covered by this lease, which payment, when timely made, shall continue this leJ.Se for a period of one ( I) additional year. ln 
like manner and upon payment of the amounts set out in the following schedule, this lease may be further continued for successive one-year periods 
during the primary tenn of this lease provided that payment is made on o r before the :mniversary date. 

Anmversarv Date Dclav Rcnul per -\ere 
First S 1.00 
Second S 1.00 
Third S 16.67 
Fourth S 16.6i 

True and 5eFFeBt 
copy of 

Original filed in 
Reeves County 

Clerks Office 



----.. ---­. 
·~ 

. 4 . PRODUCTION ROYAL TIES. Upon production o f oil aM.Jor gas, ~e: ag:n:.::s to pay or =e to be ;1aid one-half (112) of the roy:Uty 
provtded for i.e this le :ue to the Com.m.is.Uoncr o f the Geoenll..lnd Office of the Sw.:: ofTex:u, :u Austin, Tc:x:u, and one·balf(l/2)-of suc!l royalty to the own 
the soil: er o f 

(A) oa... Royalty pay:lble on o il, whic!t is defined as including lll hyeroc:~rboru produced in a liquid form at the mout.!l o f the well and also a! 
condensate, distillate, 3.Ad othcr liquid hydroe3rl>ons re::oven:d fro m oil o r gas run throug.h a se;JarllOr or other equipme:lt, as ben:in.aft.e.r provided. sh.lll be as 1 

3 I 1 6 pan of the gross produC"..ion or the m a.rl::et value th=t: u the option of the owner of the soil ortl'le Commissioner of U'le 
General Lmd Office, rue!! v:Uue to be dc:'..cr:nined by I) the highest pos-..ed pric:c:, plus pr::nium, if any, offered or paid for o il, condensato:, distillate, or eUler liqu'd 
hydro~ns, :-cspectively, of a like ty?C and ~ty in the grne.-:11 = whe:-c produced JDd wht:!l n.::n, or 2 ) the llighc.st :tl:ltlc:t price the:eof offer-...d or ;~ald in~ 
g:nenl an:a wbc::-e produced and who run. or 3) the gros.s p=d.s of the sale the:-to C, wh.ic."'cver is the gre.JJ.Cr. usscc aue-...s th:u before ;my g:u produc.:d from the: 
leased p~e.s is sold, used or proc=d in a p!ant.. it will be run free of cost to the royalty ~wne:-s throug.h ~adequate oil a.cd gas Se;J~r of conventional ~ or 
other eqwpme:u u least as e fficient, so th:u all l1quid hydroc;ubons recovenble from the ps by sue!! m= w tll be m;overed. The requtrc::nc.'lt t.h.at sue)! gas be 
through a SC;Jar:uor or o ther equipme:'lt :nay be waivd in writing by the royalty OWilC:'S upon suc."' terms and conditions as they prescribe. run 

(B) NON PROCESSED GAS. Royalty on my g:u (mcluding !bred g:u), whic!l is deftnc d 1S all bydro=boru and gaseous substance.s not de!ined 
a.s oil in rubpar:1gr.1ph (A) above, produced from any well on said I ann (except as provided h=:in with respcc: :o p.s ;rroc=d in a plant for the ex:nction of 
gasoline, liquid bydro=bons or otha ;n-od~) shall be 3 / 16 p:art of the ifOSS produdon or the nurlcet value thc=ot: u the option of lh 
owner of the soil or the Commissioner of the Ge-::e:-al LJnd Office. sue!'! value to be based on :he highest ma.rl:::t price paid or offered for p.s o f compar.Ulle quality C: 
the :enenl = where produced and whe:1 run, or the gross price paid or ot!'ered to the produc.:r, whic.~cver ls tbe gre:uer; provided th31 tte tn.:J:Cmum p=ur: ~as.: 
in measuring the ps under this l~e shalloot :u any time exceed 14.65 pounds per squar: inc."' absoluu:, and the standard base t.c:nper:uur: shall be lixty (60) 
dc~e.3 Fahrenhe it, eorredon to be tn.l& for ?ressute =rdi.og to Boyle's L3w, and fo r spcciiic: gr:rvity according to t.ests made by the Balance :vletbod or by the 
mcst approved :nethod of t.c.sting being used by tbe industry ;u the time of t.esting. 

(C) PRoc-eSSED GAS. R.o::-ralry on any gJS proce:sse d i.e J. gasoline plant o r othe-: plant for the recovery of gasoline or othe-: liquid ~ydroc:ll'JollS 
shall be 3 / 16 pan of the residue g:u md U'le liquid h::-rdroc:lt'bons c:crac:-..::d or t!le marlcet value :hereof: at :.he opticn ofci:e 
owner of :he soil or the Commissioner of :he C-cne:-al Land Offic.::. All royalties due ~ere:o shall be based o n one hundred ;x::=nt (100%) ofci:e :ot3J ;1lant 
produc:ion o fn::si<!ue g:u J.tt:ibut:lble :o ~:u proeuced from U'lis le:ue, and o n fifty ;:erc...-:-.t (50~'.), or th:u ;x:n;...'"!'lt ac:ruing :o ~se:, whic!teva is :he ~r. of :he: 
:cui plant produc:ion o fl iquid hydroC:lrboru J.tt:ibuuble to U'le g:u produced from this l~e: provided that ifliquid hyeroc:u~ns 3l'C re:overed from gJS ~roce.ssd 
in :1 plant in wbic."' L:.s.se: (or its parent. subsidi:~ry or affiliate) owns an intc."CSt.. then the ;:e:-~:11:1g: 3ppl ic:l.ble to liquid h:fd.."'c.:llboru sh...ll x !ifty pcrc.::Jt (SC~'•) cr 
the !'lighcst ;x:;-:,:nt 1~:-uing :o J. third p:uty prcc:ssing g:u throl!g..~ suc:t pi:!Dt uncer 1 ;:r.:ces.s:ng Jgre::nc:'lt :~egotiated ll = 's lc:Jg'.h (or if :here is no sucJ :.'tiro 
Paztt. fle ~ig!:est pere...'"!'lc the:J xing s;:e~ified La processing agre::ne:Jts o r ~ntnc:.s in the inCu.stry), whic!:!e 'ler :S the ?;:"=:U:r. Tee respe:::ive royaltie.l on r:sicuc ~:u 
~ ..n ~~id ~yc!roc=bons shall be cc:c::nined by I) the higl1es: ma.rlc:t pr.ce paid or ot!':red :or any g:u (or liquid hyeroc~ons) o f c:ompa.nble quality ~t."'e 
gc!'le~ arc:1.. o r:!) the g:ross price paid or oif: :-:d :or sue~ residl!e ps (or the we:g.."'t:d :IV:.:;1ge ~ss selling ;1ric:: ~or !he respe~ive gr.ule.l ofliquid hydrocarbons), 
wilrc!t:~Qf is :he g=u.er. [n no event, !:!owcve-:, shall :.~e royalties payJ.b le under this p31":lpph x less than :he ro::-ralties whic!:! would h:lve x:n due ~J.d :he gJS ~ot 
be:~•pro!:ssed . 

• 
• • • • • • (D) OT'r{E" ?RODt;CTS. Royalty on c~n !llack. sulphur o r J.ny oL"'e~ ;Jrccuc:'.s ;Jroduc:d or manu!ac:ur::i 5-om gJ.S (exc:;:cng liquid ~yeroJ:ltoons) 

wht :tlt:es.Ud g:u 'be ' c:uinghc:ad, • ' dry, · ~r J.nY othe~ ~:u. by fradonae:'lg. burning or J.nY othe~ precessing shall ~e 3-/1 6 p:ltt J i :.':c: 
gross ~ro•ucticn o f suc!'l pnduc:s. or :he rnark:t v:Ut.:: :hc:c:of. :u :he o ptio n of :he ownc:- ~f the soil o r the C~cunissicnc:: of :he Gcnc::ll L.lnd Offic:: . sue~ :nark:: 
v.tl:~ to·~ de:.e=ined :lS follows: I) on the ':lasi.s o f :he highest m:ltlc: : pr.c: o f e:lc!t jlro<iuc: :'or the same :nonL"' in which such jlroduc: is ?TOCt:C::i. or:) e n :.'lc 
basis.o f me Jver:tg: gross s:Ue price of ::1e."' prodl!c: :or :he S3me mont:..'1 in whic!'l sue:!! ?rcduc:::s JI: produced; whic:!:!eve: is the g:rc::u.c~ . 

• 
•: • • •: S. :\ill'<1MT.JM ROYAL IT. During J.ny ycu me~ the :xpi!"ltion of U'le ;:rima.-y :.e::-::1 of this le:uc, if ;his le:ue is :na.inuind ~y produc:io n. U'le royalties 

p:~id un<!(;j this : e:ue in no cve:'lt slull x :css than JJ'I amount equal to the toul artnual de!Jy n::'ltal ~e:ein provided; othc:-Nise, the:: sh:til x due J.nd payable on or 
bdf!~~ l:ut c ay o f the month suc~:ding the J.nnive:-sary d:ue of this le:ue :1 surn : qual :o U'le :out artnual n::'lcll less :he 3l'COunt ofroyalt:es paid during :he 
pn::::ding ye:u. If ?!t~ ~ph ; of thiJ !cJ:Se dec .. ot "'X-:f:l s de! a) t"e"lil:l arAeijAI; \hell' :·or the purposes of this paJ"J.gl"!lph. t:.."'e delay re:~tal J.mounc sh:UI be one 
dollar (S 1.00) ;:cr :~c.-e. 

6. ROYAL 1Y IN Krl'<'D. Nocwiths:.anding J.nY other provision in this lc:ue, at JOY time or from time to time. :he owner of the soil or the Commissione: 
of U'le Ge:~cr:U ~d Offic.:: may, at the a ptian oi : it."'c:-. upon not !ess than si.x~t (60) c:~ys :10tice :0 the !'lolde~ of :he lease, require :h;u :he ;~:~yment of .ll'IJ' royaJties. 
ac:::".lir.g to such O"'yalty owne: unda this :e:ue ::.e ma.Ce in lend. The owner o f U'lc soil's or :he Commissioner o i :be C-cne:-al ~d Office's right to !.:llc: its :oy:!.lty tn 
k:nd shall not diminish or neg:uc: the ow::er of :.~e soil 's or the Commissioner of the Gene. -:!.I L.JJ'Id Office's rightS o r Lcs.se: ' s obliptions, whc:!le: express or ims;lied. 
un<!c: this le:ue. 

7. J-;O DEDUCTIONS. Le.s.se: Jg:"C:.S th:u all royalties J.Cc:-uing under :his lease (inc!uding tho~ paid in kind) shall be without :Je ::!uc:ion for the ccst of 
producing, gat.~e:ing, scor.ng, se;J:lrlling. ~g. de~ydr:uing, ccmpr-...ssing. proe:ssing, nnsporJng. and otherwise mJ.ieng :he oil, g:u ll'ld other produC".s · 
her:!lllder rc.dy for sale or use. Lcsse: J.g:":""..S :o compute and pay royalties on the g:-oss 'r.l.!t:e :e:::ived, including :my n::rnbunc:nenu for SC'Ve;;ll1ce t.:l.XC:S ll'ld 
produc:ion n:l:uc:d costS. 

8. P! .. .J. ... VT FUEL A.'lD RECYCLED GAS. No royalt"f shall x p:~yl.b lc ~n lr.:' ~:u l.S m:~y reiJr:se:Jt :."'is lease's propodonate sh:ll'C of JOY fuel '.lSd :o . 
prcc:ss ~JS ;Jro<!uc:d :-. e:-::~nce: in any ;:roc:ss ing jl l:l."lt. :-loC'Niths:.anding J..nY other jlrov:.Sion a f:."'is le:ue, J..nd su bjec: to :he writ'.::'l c:oru::Jt of the owne:of:.'l~ ;c• l 
J..nd :he C~mmiss ioner o f :he C-c:Je::ll LJ.r.d O;':;c:, ~se: mJy n:c:,c!e g:u for ~JS !in pur;oscs an :he leJ.Sed ~re:":'lises o r :'cr injec:-Jon into any oil or ;;J.S ;:roduc:ng 
for:nJticn :.ande:-:::-ing :.'tc lc:ud pr:::~is:s J.ft: ~ :.":c lic;uid hydrcc:ubcns ~nt.Jine:! in :.':e g J.S :: :~v: ~c :n re:nove:i; ~o royalt:es sh:lll be ;~:~y:ll;le o n the re~yc!d ps 
unttl 11 is ~roduc::d JJ'Id sold o r used by L.:.::s:: in J mJJ1.1e: whic."' e:'lti tl es :."'e :oyal::' owr.::-s :o ~ rcyllt"f ur.de: this le:u:. 

9 R.OYA.L TY PA '0-!F.'<'TS .-\.'.'D ~?C ~'i'S. All :oyal:i: s ::ct :..Jk: :1 :n :O::r.d :.~lll ':e ?:Lie to t.~e C~r..r.1issicr.:: ~ f :.':e Gce::ll ~c 01'::~ ll Aus:;:1, 
Te :tJ.S, in :!le ~cllowing martner: 

.,. Jp .. 

Pl:,mc:Jt of :oyal ty o n pro<!uc:ion of oil Jr.d g:.s shall : e :u jlrov:ccd :n t.':e rules se: !'o::-.. 1 in :.':e T::::s R: 3isr=: . R.;~le~ c;x-::Jtly provice :.':ll O"'y:l.i::' .on, '" •S ~--
:tl1d r.~us : :,e :-::::::ved :n '.he C-c:Jc:al LJ.r.d OF.:ce on or be:'ore :.~c 5th d.:Jy of :."'.e se::c:oc :-::cr.t."' s;~c:~e:!:ng t.."'c r.oon:.'t oi jlrt:dl.:c:::cn. ltld royalty on ~J.S ts ~~e.l/1~·-c: 
mw : be rc~ :iv:::! in the Gene :-a! Llnd OEic: o n o r be:'ore the 15t.."' d:~v o f the se::ond mon:."' ;uc::.:::!ing t."'e :nont."' o i ;Jrcdt.:.::io n . .:Jc::ompJ..nied by t."'c :lffidJ''1t "' ... f 

. I . , d. . ' . .... C · · -' ' --d 0""'~ - d .:.. . .... t ·~d d's-cs:t:cn ~ ownc:-. ;nJ.n~::- :lr olhc :- :1utl1c nz:d lg:::~ co~c =~=:! tn :he :arm l.."l :nJJ"1ncr p~ \"-=~cco ::~ wu: ~ ..... ; ..u L,...JJi 1· •- m : .. C'Ntng Uoc: g;oss :ur:ou:: _ .,. _ · ,._ s= ·=cn 
:1.1 1 oiiJOd ~J.S ~roduc:d JOd :."'c mark:: ''alt:e ~·i :."'e oil J..nd gJ.S. tcg~:."'c wt:."' l ~S:Y of ;ul ~oc:.::-::e:'l ts , re::orc!s c r ::;:or.s .:.cr. :ir.ning the b=CSS jlrocuc::or- ~·s~.: ·'· ' 
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and ma.rlcet value including gas meter readings. pipeline receipts, ps line receipts and other c.beclc:s or memoraod3 of amount produced and put into pipelines, tanlc.s 
or pools and &ilS lines or gas stora&e. and any other reportS or rc(;Ord.s which the General Land Office may require to verify the gross production. disposition and • 

' masket value. In all cases the authority of a manager or qcnt to act for the Lessee bcrcin must be filed in the General Land Office. Each royalty payment shall be 
ac(;Ompanied by a check stub, schedule, summary or odlcr mnitunce advice showing by the assiped General Land Office lease number the amount of royalty be. 
paid on each lease. If Lessee pays his royalty oa or before thirty (30) days after the royalty payment WIS due. then l...cssu Owe3 a penalty of 5% on the royalty or lllg 

S2S.OO, whichever is grcatcr. A royalty paymCDt which is over thirty (30) days late shall acaue a penalty of Joe~ of the royalty due or ~.00 whichever is pater 

In addition to a pc:n.alty, royalties shall ac:crue inteJeSt at a rate of 12% per year; such interest will begin accruing when the royalty is sixry (60) days overdue. · 
Affidavits and supporting doc:urncnts which arc not filed when due shall incur a penalty in m amount set by the Genenl Land Officc a.dministratiYC rule which is 
effective on the date when ~e affidavits or supponing documents were due. The Lc:s:sc:c shall bear all responsibility for paying or causing royalties to be paid as 
pi'C3Cribed by the due date provided herein. Payment of the delinquency penalty shall in no way opcrale to prohibit the State's right offorfeiturc a.s provided by law 
nor act to postpone the daze oa which royalties were originally due. lbe above penalty provisions shall aot apply in cases of title dispute a.s to the State's portion of 
the ro)'31ty or to that portion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND cYrnER RECORDS. Lessee 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 arid sh.all filroish said Commissioner with copies of all contncu undc:t 
which gas is sold or processed and all subsequent agrees:nems and amendments to such contracts within thirty (30) days afta entering into or malting such contracts, 
agreements or &mclldments.. Such contracts and ~ts when received by the CiencraJ Land Office shall be bcld in confidence by tbc: GcncraJ Land Office lllllcs:s 
otherwise authoriz.c:d by~ All other contracts and records pertaining to the production. transpona.tion. .sale and mark:ting of the oil and ps produ~ 00 said 
premises, Including the books and accounts, rca:ipts and disclw'ges of all wells. t3nlcs, pools, mctc:s, md pipelines sh.all at all times be subjca to inspection and 
examination by the Commissioner of the General Land Office, the Anomc:y GcncraJ, the Govcr!lor, or the representative of any of them. . 

(B) PERMITS, DRILLING RECORDS. Wriacn notice of all operations oo this lease shall be submitted to tbe Commissioner of the General 
L3nd Office by Las~ or operaLot five (5) d3ys before spud ~ worlcover, re-entry, temporuy abandonment or plug and abandonment of any well or wells. Such 
written notice to che General Land Office shall include copies ofR.lilro&d Commission forms for application to drill Copies of well tests., completion reports and 
plugging reports shall be supplied to th.e Genc:tal Land Office at the time they are filed with the Texas Railroad Commission. All applications, pennits, reports or 
other filings that reference this lease or any specific well on the leased premises and that are submitted to ~e Texas Railroad Commission or any other governmental 
agency shall include the word "St:Uc" in the Iitle. Additionally, in acc;oniance with Railroad Commission rules, any sjgnage on the leased premises for the purpose of 
identifying wells, t2nk batteries or other associated improvements to the land must also include the word "Swe. • Lessee shall supply the Geoenl Land Office with 
any records, memoranda, accounts, reports, cuttings and cores. or othc:t information relative to the operation of the above-described prcmUcs, which may;be 
requested by the Gcoeral Land Office, in addition 10 those herein expressly provided for. Lcs.scc s!u.ll have an dectrical and/or radioactivity survey made on the 
bore-hole section. from the base of the .slllface casing to the total depth of well, of all wdls drilled on the above described premisa and shall transmit a true copy of 
the log of each suzyey on each well to the Genc:tal Land Office within fifteen (15) days after the making of said survey • 

• •• • • • (C) PENAL TIES. Lessee shall incur a penalty whenCYer reports, documents or other materials arc not filed in the Gcoenl Land Office when 
due. h! Penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date wbcn the mat.crial.s were due in the GcnCnl 
Lan~tJr$4. I 0 

•• • 
• II . DRY HOLEICESSA TION OF PRODUCTION DURING PRIMARY TERM. U: during the primary term hereof and prior to discovery and production 

of o~l"11t~ on said land, Lessee should drill a dry hole or holes thereon. or if during the prinwy term hereof and after the discovery and actual production of oil er 
gas titlMitle leased premises such production thereof should cc.a.se from any cause. thi.s leiUC sball not t.crDUnate if on or before the expiration ofsixiy (60) days '!rom 
date.~~ co~lction of said dry hole or cessation of production Lessee commences additional drilling or rcworlcing oper.uions thereon.. or pays or tend en the next 
annuli! teT3f rental in the same manner as provided in this lease. If, during the IMt yc;u of the primary tcnn or within sixty (60) days prior thereto, a dry hole be 
compl.rcd and abandoned, or the production of oil or gas should cease for any QUSC:. l..c:ss«'s rights shall remain in full foru: and effect without further operations~ J 

until the c:;qliration of the primary term~ and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Less« may maintai/this 
le~~·~ducting n.ddit ional drilling or reworlcing operations pursuant to Paragraph 13, using the e-xpiration of the primasy tenn as the date of cessation of 
productioDJJnder P3111Vo1ph 13. Should the !mt well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
pritft,.,"tt~ he reo( Le.s.sce may resume payment of the annual reot.al in th.e same manner as provided herein on or before the rental paying date following the 
cxpintion of sixty (60) days from the da.te of completion of such shut-in oil or gilS well and upon the failure to make such payment. this lease shall ipso facto 
tenninau:. If at the expiration of the primary tenn or any time thereafter a 3hut-in oil or gas well is located on the leilSCd premises. payments may be made in 
accordance with the shut-in provisions hereof: 

12. DRJLUNG AND R.EWORXlNG AT EXPlRATION OF PRIMARY TERM. 11; at the expiration of the primary term, neither o il nor gas is being 
produced on said land, but Lessc: is then engaged in drilling or rcworlcing operations thereon. this leiUC shall remain in fore: so long as operations on said well or for 
drilling or reworking of :u1y additional well arc prosecuted in good faith and in-worlcmanli!ce manner without interTUptions totaling more than sixry (60) days during 
any one sue~ operation. and if they result in the production of oil and/or gas. so long thereafter ilS oil and/or gas is produced in paying quantities from said land. or 
payment of shut-in oil or gas well royaltie3 or compensatory royalties is made as provided in this leJ.Se. 

13. CESSATION. DRILLING, AND REWORKING. u: a.ft.cr the expiration ofthe primary term. production of oil or gM from the leased premises, after 
once obtained, should ce:lSe &om any cause. this lease shall not terminate ifLe= commences additional drilling or reworking operations within sixty (60) days 
after such cessation, and this leilSC shall remain in full force md effect for so long ilS such operations continue in good faith and in worlananlike manner without 
interruption.s totaling more than sixty (60) days. If such drilling or reworlcing operations result in the production of oil or gas, the lc;ue shall remain in full force and 
effect for so long ilS oil or gas is produced from the leiUed premises in pay ing 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 reworlcing operations result in the completion of a well as a dry hole, the lease will not 
terminate 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 
shall remain in effect so long as Lessee continues drilling or reworking oper.Wons in good faith and in a worlcmanli!ce manner without interruptions totaling more 
than sixty (60) days. Lessee shall give written noticc 10 the Gener.ll Land Office within thirty (30) days of any cessation of production. 

14. SHUT-rN ROYAL TIES. For purposes of this paragraph. 'well" means any well thai hilS been J.Ssigned a well number by the slale agency having 
juris diction over the production of oil and gas. u: a1 any time J.fkr the expiration of the prim31')' term of a lcJ.Se that. until being shut in, was being maintained !n 
fo rce and e ffect, a well capable of producing oil or gas in paying quantities is loc:w:d on the lcJ.Sed premises, but o il or gas is not being produced for lack of su1t.able 
production f:~cil itiC3 or lack of a suitable market. then Lessee may pay as a shut-in oil or gas royalty a.n lll'lount equal to double the annual rent.3.1 provided ·n the 
leJ.Sc, but not less th:u~ Sl ,200 a year for e:~ch well C3p:~b le o f producing oi l or gJ.S in p:~ying qu:u~ titi c s. !PPm34Japh J ofdils lease duo 1101 Spetll) a dcla} ''·'1111 -8 """ •Ilea fo r the purposes o f this par.~gnph. the del ay rental amount shall be one dollar (S l .OO) per acre. T o be effective:, each initial shut· in oil or gilS royalty 

I • 

·!· .... 
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must be paid on or before: (l) the expirallon of the priDwy tenn, (2) 60 days after the Lessee ceases to produ~ oil or gas from tlle leased Premises. or (3) 60 days 
after Lessee completes a drilling or rewOfking operation i.a KCOrdan~ with the lease provisions; whichever dale illatc:st. Such payment shall be made one-half(l/2) 
to tllc Commissioner of the General Land Offi~ and onc-half(l/2) to the owner of the soil. lflllc: shut-i.a oil or gas royalty is paid, tlle 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 tcnn. or from the first day of the montll . . 
following tlle month in which production ceased, and, aft.cr that, if no suitable production facilities or suitable marlcet for the oil or gas exists, Lessee may extend the 
lease for four more successive periods of one (I) year by paying the same amount ca.ch year on or before the expiration of each shut-in year. 

' . IS. COMPENSATORY ROYALTIES. U: during the period the lease is lcept i.a effect by ~tofthe shut-in oil or gas royalty, oil or gas is sold and . 
delivered in payi.ag quantities from a wen loc:aLcd with.i.rl one thousand (1,000) C=t of the leased premises and completed i.a the same producing ~oir, or in my 
case in which drainage is occurring. the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall 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 years by Lessee paying COillpensalory 
royalty at tlle royalty rate provided i.a the lease of the lllilfUt value of production from the well causing the drainage or which il completed in the same producing 
reservoir and within one tllousand (1 ,000) feet of the leased prcmisc:s. 'The compensatory royalty is to be paid montllly, ooc-half(l/2) to the Commissioner of the 
General Land Office and one-half (l/l) to the owner of the soil. bqinning on or before the last day oftbc month following the month i.a which the oil or gas is 
produced from the well causing the drainage or that il completed i.a the same producing reservoir and IOC3%Cd within ooc: thousand (1,000) feet o!the leased premises. 
If tlle compcnsa1ory royalty paid in any 12-month period il i.a an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
differen~ withi.a thirty (30) days from the end of the 12-montb period. Compc:nsatoty royalty payments which are not timely paid will acaue penalty and interest in 
accordan~ with Paragnph 9 of this lease. None oftllesc provisions will relieve~ of the obliption of reasonable development nor the obliga.tion to drill offset 
wells as provided iu Tc::cas Natural Resources Code 52.173; however, 11 the detc:rminat.ioo of the Commissioner, and with tlle Commissioner's written approval, the 
payment of compcnsawry royalties= satisfy the oblig.Uion to drill offset wells... 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contr:uy, after a well producing or capable of producing oil or gas bas 
been completed on the leased premises, Us.s.c:c shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be 
reasonably necessary for the proper development of tlle leased premises and in mari:.eting the production Ill creon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the exriration date oftlle primary or extended tam it shall then tenninau: 
as to all oftllc leased premises, EXCEPT (I ) 40 a.crc:s surrounding C3Cb oil well capable of producing in payi.ag quantities and 320 = surroundin3 eaCh ps well 
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 bcreof), or a well upon which Lessee is then engaged in 
continuous drilling or reworking operations, or (2) the number ofaac.s included in a producing pooled un.it pursuant to Texas Natural Resources Code 52.151-
52.1 SJ, or (3) such greater or lesser number of a.cn:.s as may tllen be allocated for production pwposcs to a pror.uion unit fDf' =h such producing well under the rules 
and regulations of the Railroad Commission ofTe:us, or any suc=r agency, or other governmental autllority having jurisdiction. lfa.t any time after tlle effective 
dat.c.of,tQc panialtermination provisions bereot; tllc :~pplicahle field rules arc changed or tlle :-veil or wells locao:d thc:reon arc reclassified so that less aCTCage is 
th~ !!located to said well or wells for production purposes., this lease shall thereupon terminate as to all.acreage not tllc:reafter alloca.tt:d to said well or wells for 
~rod.u;~'ln purposes. Notwithstanding the tcnn.ination of tllis lease as 10 a portion of the lands covered hereby, Les~e shall nevertheless conti.aue to have the right of 
lD!Jres;~ :Od egress from the lands still subject to Ill is lease for all purposes described i.a Paragraph I hc:reot; togetller witll easc:mc:nts and rights-of-way for existing 
roadt existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands"), for ac=s to and from tlle 
reta.in~d lands and for the gathering or transportation of oil, gas and other minc:::Us produ~d from the ret:Jincd lands. - · 

• ••• • • 
• • • • (B) HORIZONTAL In tllc event this lease il in force and effect two (2) years after the expiration date of the primary or ext.cnded term it shall further 

t.crwll~ fs to all depths below I 00 feet below tlle total depth drilled (hereina.ftc:r "deeper depths") i.a each well located on acn:age retained in Paragraph 16 (A) 
abo"~:, unfl::ss on or before two (2) years afta the primary or extended tenn l.e$see pays an amount equal to one·half (l/2) of the bonus originally paid as 
consi<ieration 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 
ten:!n. atio: s~all be delayed for an additional period of two (2) years and so long the~Ufter as oil or gas is produ~d in paying quantities from such deeper depths 
cov~¥cC!~)t thLS lease . 

• 
•! • • • ~C) IDENTIACA TION AND FlLD'IG. The surf~ acreage retained hereunder as to each well shall, as nearly as practical, be in tlle form of a square with 

the well loca1cd in the center thereof; or such other shape as may be approved by the Commissioner of the General Ulld Offi~ Within thirty (30) days after partial 
termination of this lease as provided hc:rein, Lessee shall execute and record a release or releases containing a satisfactory leg.al description of the a= age and/or 
deptlls not retained hereunder. The recorded release. or a certified copy of same, shall be filed in the Gener3l Land Office, accompanied by tlle filing fee prescribed 
by tllc General Land Offi~ rules in effect on the Ca.te tlle release is filed. If l...cssee fails or refuses 10 execute and record such release or releases within ninety (90) 
days after being requested to do so by tlle General Land Office, tllen !he Commissioner 31 his sole discretion may design3LC: by wria.cn instrument the ac:rc:age and/or 
depths to be released hereunder and record such instrument at ~·s expense in the county or counties where tlle lease is loC3l.Cd and in tllc official records of the 
General Land Offi~ and such designation shall be binding upon Lessee for all purposes. 

I 7. OFFSET WELLS. Neitllcr tlle bonus. delay rentals, nor royalties paid, or to be paid, under this lease shall relieve l.e$see of his obligation to protect 
the: oil and gas under the ahove~escn'bed land from being drained. Lessee, sublessee. re~iver or other agent in control of the leased premises shall drill as many 
wells as tlle facts may justify and shall usc appropriate me:lllS and drill to a deptll necessary to prevent undue drainage of oil and gas from tlle leased premises. In 
addition, if oil and/or ~as should be produced in commercial quantities within 1,000 feet of !he leased premises, or in any case where tbe leased premises is being 
drained by production of oil or g~ the Lcs.see, sublessee, receiver or oilier agent in control oftlle leased premises shall in good faith begin tlle drilling of a well or 
wells upon tlle leased premises w itllin 100 days after the draining well or wells or tlle well or wells completed witllin 1,000 feet of the leased premises stan producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy tlle statutory offset obligation may subject this lease and tlle owner of the 
soil's agency rights to forfeiture . Only upon tllc determination of the Commissioner oftllc General Land Offi~ and witll his written approval may tbc payment of 
compensatory royalty under applicable stanltory parameters satis fy the obligation to drill an offset well or wells required under Ill is paragraph. 

18. FORCE MAJEURE. If, after a good faitll effort. Les.sce is prevented from complying with any cxpres.s or implied covenant of this lease, from 
conducting drill ing operations on tlle leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes.. acts o f God. or 
any valid order, rule or reglllation o f government autllority, then while so prevented, Lessee's obligation to comply witll such covenant shal l be: suspended and Lessee 
shall not be liable for damages for failure to comply with such covenants; additionally, tllis lease: shall be extended while wsc:e is prevented, by any such cause, 
from conducting drilling and reworking operations or from producing oil or gas !Tom tllc leased premises. However, no tlling in tllis paragr.lph shal l suspend the . 
payment o f de: lay rent.als in order to maintain Ill is tease: in effect during the primary term in the absc:n~ of such drilling or reworking ope: rations or production of oil 
or gas. 

' .... 
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19. WAR.RANll' CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in 
payments owed on the leased prc:misc.s, then l..essce may redeem the rights of the owner of the soil in the ~d premise-s by paying any mortgage, taxes or other r 
on the leased premise-s_ If Lessee ma.kes payments on behalf of the owner of the soil under this p~h, Lessee may recover 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 las than the c:ntire undivided .surface CSUZt: io the above 
daaibed land, whether or not Les.sce's interest is speeitied herein, then the royalties and rent.a.l be:rein provided to be paid to the owner of the soil shall be paid 10 hUn 
in the proportion wbic:h ~interest bears to the entire undivided surface esta1e and the royalties and rental bueio provided to be paid to the Commissioner of the 
General Land Office of the SUte ofTexas shall be likewi.sc proportionately reduced. However, before l..ascc adju.ru the royalty or rrntal due to the Commissioner of 
the General Land Office, lessee or hls authorized representative must submit to the Commissiooc:r of the General Lmd Office a written statement which explains the 
disc:repaney betw=u the interest plllpOftedly leased under this lease and the KtUal intucst owned by the owoer oftbe soil. The Commissioner oflhe General Land 
Office shall be paid lhe value of the whole production allocable to any undivided interest not covered by a lease. less the proportionate deve.Jopmcn.t and production 
cost allocable to such undivided ioiU1:st.. However, in no event shall the Commissioner of the Gcnc:ra1 Ur&d Office receive as a .royalty on the grou produc:tioa 
allocable to the undivided interest not leased aa am.ount less than the value of onc-sixtunth (IJI6) of such gross. production.. 

(B) REDUCTION OF PAYMENTS. u: during tbe primary t=n. a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that bas b«n 3pprovcd by the Sc:bool Land Board and the owner of the soil in a.calrdance with Namra! Resources COOe Seaions S2.15l·S2.154, or 
U: at any time after the expirlltion oftbe primary tenn or the ~nded tcnn. this lease covers a lessa number of acres than the total amount described herein. 
payments that arc made on a per ac:re basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so tba1 
paymcots determined on a per ~oen: basis under the tams of this lease dwing the primary term shall be u.lc:ulmd based upoo the number of acres outside the. 
boundaries of a pooled unit, or, if a.ft.er the expiration of the priroacy tcnn, lhe number of acres adllally retained and covered by this lease. 

21 . USE OF WATER. Le.ssee shall have the right to use water produced on said land n=sary for operations under this IC3.Se except wu.t.er from wells or 
tanks o( the owner of the soil; provided, however, Lessee shall not use pou.blc water or water suiu.blc for livcstoclc or irrigation purposes for watcrflood opcra.tions 
without the prior consent of the owner of the soil 

22. AUTiiORIZED DAMAGES. Lessee shall pay the owner of the soil for damages =d by its operations to all personal property, improvements, 
livc:stoc:lc and crops on said land. 

23. PIPEUNE DEPTH. 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 nearer than two hundred (200) feet to any bouse or barn now on said premises without the 
wri~n ~cnt of the owner of the soil. . . . .. . ~ 

•, • • 25. POLLlJTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limidng the 
fo~o~lfg, fOIIution of coastal wetlands, nuuraJ waterways. rivers and im pounded water shall be prevented by the usc of containment facilities sufficient to prevent 
sp •113.1\c, seepage or ground wat-:r contamination. In the event of pollution. Lessee shall usc :ill mcan.s at its disposal to recaprure all escaped bydroc3Tbons or other 
pollutant and shall be responsible for all damage to public and priv:tt.c: properties. Lessee shall build and maintain fences around its slush, surop, and dr:lin3ge pits 
and.~lt !aaeries so as to protect livcsux:k against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee sba!l fill and level all 
sluslfst.ts•and cellars and completely clean up the drilling s ite of all rubbish thereon. Lessee shall, while conducting operations on the le;ucd premises, keep said 
prCV'\i~ ne of all rubbish, cans, boaJes, paper cups or garbage, and upon completion of operations shall restore the swface of the land to as ncar its original 
cond!tion ~d contours as is practicable. Tanlcs and equipment will be lccpt painted and pn:.senu.blc. 

• 
• • • • • J6. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by 

Lessee on i.e leased premises, including the right to draw and remove easing. within one hundred twenty (120) days after the expiration or the termination of this 
lease unla. the owner of the soil grants ~can extension of this 120-<iay period. However, Lessee may not remove easing from 311)' well capable of producing oil 
ancf j:s ,~ ;aying quantities. Additionally, ~c may not draw and remove casing until after thirty (30) days written ootic: to the Commissioner of the General 
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or c:asing which are not timely removed by Lessee 
under the terms of !his paragraph. 

27. (A) ASSIGNMENTS. Under the aJnditions contained in this paragnpb and Paragraph 29 of this lease, the rights and esuu:s of either party to this 
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, dcvisce3, leg31 repre..scnwivcs. succ:esso~ 

and assigns. However, a change or division in ownership of the land, ren r..a.ls, or royalties will not enlarge the obligations of~c, 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 ~c:e. And no change or 
division in owne~hip of the land, renr..a.ls, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his he in, devisees, legal 
representa.tivcs or assigns) furnishes the Lessee with Satisfactory written evidence of the change io ownership, including the original recorded muniments of title (or a 
cenified copy of suc:b original) wb·en !be ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest 
assigned, relieve and discharge l..essce of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acre~ c. the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of cach, and failure by one or more o f them to pay his share of 
the rental shall not affect this lease on the part of the land upon which pro rata renr..a.ls are timely paid or tendered; however, if the ass ignor or assignee does not tile a 
cenificd copy of such assignment in the General Land Office be fo re the next rental paying date, the entire lease shall terminate for failure to pay the entire rent31 due 
under Paragraph 3. Every a.ssignee shall suc~ed to all rights and be subject to all obligations, liabilities, and penalties owed to the SULe by the original lessee or any 
prior assignee of the lc;ue, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithst:mding any provision in PJ.ragl'3pb 27(a), if the owner of the soil a.cquircs this le;ue in whole or in part by 
ass i gnmcnt without the prior written approval of the Commissiona of the General Land Offi~. this lease is void as of the time of assignment and the agency power 
of the owner may be forfe ited by the Commissioner. An assignment will be treated as if it were made to the owner of the so il if the assignee is: 

(I) a nominee of the owner of the soil; 
(2) a corporation or subsidi3J')' in which the owner of the soil is a principal stoclc.holdcr or is an employe: 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 stoc:lc.holder or employee of the corporation which is the owner o f the soil; 
(5) a partner or employee in a partnership which is the owner of the soil; 

~ 
~ 
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' ~ . 

(6) a fiduciary for the owner of the soil; including but notlimi~d to a guarOWl, tru:stcc, executor, administrator, receiver, or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by awriage, blood, or adoption. 

28. RELEASES. Under the conditions containedln this paragraph and Paragraph 29, Lessee IU)' at any time execute a:nd deliver to the owner of the so"l · 
and p Jce of record a release or releases covering any portion or portions of the leased premises. md thereby swrcnder this lease as to such portion or portions, and~ 
rei icved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrcndcrcd. the delay rental due under this lease shall be ~duced 
by the proportion that ~surrendered acreage be~ to the acreage which was covered by this lease immediately prior to such surrender; however, such release Will 
not relieve Lessee of arty liabilities which may have accrued under thi.s lease prior to the surrender of such acn:age. 

29. FILING OF ASSIGNMENrS AND RELEASES. lfa.ll or any part of this lease is assigned oc released, such assipunent or release must be IU()rded in 
the county whc.rc the land is si111ated. md the recorded instrument, or a copy ofth.c recorded i.nstramcnt certi1ied by the County Clerk of the county in which the 
instrument is recorded. must be filed iD tbe Gcnera.l Land Office within 90 days of the last execution date accompanied by tbe prescribed filing fcc.. If any such 
assignment is not so filed. the rights acquired under this lease shall be subjm to forfeiture at tbe option of the Commissioner of the Gcncra.l Land Office.. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-«:sal'"bcd land have been included in this instrument. including the 
st:lttmcnt of the true consideration to be paid for the execution of this lease md the rights and duties of the parties. Any collatcra.l agrcanents concerning the 
development of oil ;md gas from the leased premises which arc not contained in this lease render this lease invalid. 

31. FIDUCIARY DtJI'Y. The owner of the soil owes the State a fiduciary duty a.od must fully disclose any fa.c:ts affecting the State's interest in the leased 
premises. When the interests of the owner of the soil conflict with those of the State, the owner of the soU is obligated to put the State's interests before his personal 
in t.c:rcsts. 

32. FORFEITURE. If Lessee shall fail or refuse to m.alce the payment of my sum within thirty day3 after it becomes due, or ifLc:sse1: or an authoriz.ed 
agent should knowingly make any false rerum or fal.se report concerning production or drilling. oc if Lc.ssee shall fai l or refuse to drill any offset well or wells in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner 
required by law or fail to comply with rules and regulations promulgat~d by the Gencra.l Land Office, the School Land Board. or the Railroad Commission, or if 
Lcsse1: should refuse the ;:Jropcr authority access to the records pertaining to opcr.ll.ion.s, or if Lessee or an authorized agent should knowingly fail or re fuSe to give 
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well. or if Lessee shall knowingly 
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is oot filed in the Gcncr.l.ll.and Office as required by law, the rights 
acquired under this le=: shall be subject to forfeir:urc by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a 
forfeiture, and wh~ forfeited the area shall again be subjca to le:I.Se under the terms of the Relinquishment Act. However, nothing herein shall be construed as 
wai,.mJ "'e automatic termination of this lease by operation of law or by rc:I.Son of any speci;U limitation arising hereunder. Forfeitures may be set :~Side and this 
lea!- ~lll rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of furulc 
co~U¥F with the provisions of the law and of this IC3Se and the rules and regulations tba.t may be adopted relative hereto. • 

• • • •• • 
• 33. UEN. In accordance with Texas Natural Resources Code 52.136, the S ta.tc shall have: a first lien •1pon all oil and gas produced from the area cove~d 

by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this le::.se, Lessee grants the 
st.¥t, ~~ilion to the lien provided by Texas Natunl R::sourcc:s Code 52.136 and any other applicable starutory lien, an express conll'11ctll;ll lien on and security 
inte!Jt•~ allleasc:d minerals in J.nd c:xtnctcd from the leased premises, all proc:ec:ds which may accrue to Le.ssee from the sale of such leased minerals, whether such 
P~'~ hc:ld by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the: production or processing of 
suclflc:asd! minerals in order to secure: the payment of all royalties or other amounts due or 10 become due under this lease and to secure payment of any damages or 
loss llfat Lessor may suffc:r by reason of Lessee's breach of any covenant or conclition of this IC3Se, whether express or implied.. This lien and security interest may· be 
fO!fll~\eJ:.Vith or without court proceedings in the manner provided in the Title: l, Chap~r 9 of the Texas Business and Commerce Code. Lessee agrees tha.t the 
Con!missiener may require Lesse1: to execute and record such instrumc:nts as may be ~asonably n=sary to acknowledge, artacl1 or perfect this lien. Lessee hereby 
reps-esf~~:t'at there are no prior or superior liens arising from and relating to Lcssu's aclivitiC's upon the above-descn"bed property or from Lessee's acquisition of 
this fc;ase . ..Should the Commissioner at any time determine that this representation is not true, thc:::J the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessc:e 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 m ineral interest' for"the exploration, dc:vc:lopment and production of oil or gas or either of them upon the same terms as shall be approved by the School Land 
Board and the: Commissioner of the General Land Office for the pooling or unitizing of the interesi of the: State under this lease: pum13nt to Texas Narura.l Resources 
Code: S2.1Sl-S2.153. The owner of the soil ~es that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Narur:ll 
Resources Code: 52. 152. 

35. INDEMNilY. Lessee hereby relc::I.Scs and discharges the State ofTexas aEd the owner of the soil, their officers., employees, parmers, agents, 
contractors, subcontractors. guests, invite~ and thc:ir respective successors and :I.Ssi~. of and from all and any actions and cause of action of every nature, or other 
harm, including environmental harm. for which recovery of damages is sought, including, but not limi~d to, all losses and expenses which arc caused by the 
activities ofLcssc:e, its officers., employees, and agents arising out of; incidental to, or resulting from, the operations of or for Lessee on the leased premises 
hereunder, or that may arise out of or be occ:I.Sionc:d by Lcssc:c:'s bre:u:h of any of the ~rms or provisions of this Agreement, or by any other negligent or strictly liable: 
act or omission ofL~ec. Further, Lessee hereby agrees to be liable for, exonerat=, indemnify, defend and hold harmless the State ofTexas and the owner of the soil, 
their officers, employc:c:s and agents, their successors or assigns, against any and all claims, l iabi l iti~ losses, damages, actions, p~onal injury (including death), 
costs and expenses, or ot.her harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attorneys' fe es and 
o ther legal expc:nse.s, including those relared to environmental hazards, on the lc::I.Sed prc:;,iscs or in :my way related to Lessee's failure to comply with any and all 
env ironmcntal laws; those arising from or in any way related to Lessee's oper.u.ions or any other o f L=ssc:'s :u:tivities on the leased premises; those arising from 
U:ssc:c: 's use of the surface of the leased premises; and those that may 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 omisSion of Lessee:, its directors, officers, employees, parmcrs. agents, contractors, subcontractors, guests, inv i~es. and their respective 
suc~ssors and assigns. Each assignee of this Agreement, or an inte:-cst therein. agrees to be liable for, exor:eratc, indemnify, defend and hold harmless the State of 
Tcx:I.S and the: owne r of the soil, their officers, employees. and agents in the same manner provided above: in connection with the activities of Lessee, its officers, 
employees, and agents as described above. E.'XCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 11iE Il'"DEMNITY OBLIGATIONS 
A.i'ID\OR LIABILITIES ASSUMED UNDER THE TERMS O F TillS AGREE,\1ENI SHALL BE W rniOlJT LIMITS A.~"D WITHOUT REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCL UD11"'1G PRE-EXISTING CONDmONS), STRICT LIABILITY, OR THE NEGLIGENCE OF Ai'IY PARTY 
O R PARTIES (INCLUDING TiiE NEGLIGENCE OF THE INDEMNl FIED PARTI'), WHETHER SUCH NE GLIGENCE BE SOLE, J OIJ'IT, 
CONCURRE;-oiT, ACTIVE, O R PASSIVE. 



,. . . 

• 36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree o( = and all reasonable saf'eJUMd.s to prrv~t contamination or pollution ~ · . 
:u'Y c:nvuonm~blzncdiwn, including soil. surface waters, voundwucr, sediments, and surface or subsurface straU. ambient air or any other environmcnt11 111ed' 

0 
• 

10. on, or under, the lc:asc:d pn:nilies, by any wane, polluunc, or contaminant. Us.see shall not bring or permit to remain on the Jea5(:d premises any asbestos •urn 
c:oou.ining nwcrials, explosives. toltic: mataiab, or substan~ regula.tcd as hazardous wastes. hzz:ardous materials, haz:ardous substm~ (as the: tenn •lhzan!ous 
Substance .. is defined in the Comprehensive Environmental RC3pOnse, Compcnsmon and Liability Ac:t (CERCLA), 42 U.S. C. Seetious 9601, ct seq.). or toltie 
substanc:.cs under any federal. state, or lOQI I~ or regulation ("lb:z:lrdous Ma.terW.s"). accpt ordinary products commonly used in connc:Qlon with oil and IU 
cxplon1Joo and development operations and stored in the usuaii!Wlncr and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROIDBmON 
SHALL CONSTITt.Tr!M MA TElUAL BREACH AND DEFAULT HEREUNDER AA"D LESSEE SHALL INDEMNIFY, HOLD HAR.''riLESS AND 
DEFEND THE STATE OF TEXAS A.'lD THE OWNER OF THE SOIL FROM AND AGAINST ANY ~IS. DA.\UGES. JUDGMENTs. PENALn 
LIABILITIES, AND COSTS (INCLUDING REASONABLE AlTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARlSING OUT OF (I) A ES, 
VlOLATION OF THE FOREGOING PROHIBnlON OR (D) THE PRESENCE, RELEASE, OR DISPOSAL OF A.'fY HAZARDOUS MA'TEJUALS ON 
UNDER, OR ABOUT TiiE LEASED PRL'\iiSES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL' 
CLEAN UP, REMOVE, RE.\iEDY AA"D REPAIR A.'fY SOIL OR GROUND WATER CONT.A.\ONATION A."'D DA.\iAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MA TERLU.S IN, ON, UNDER, OR ABOUT THE LEASED PRE.\OSES DURING LESSEE'S 
OCCUPANCY OF THE LEASED PRDfiSES 1N CONFORMANCE WITH TilE REQVIRE.\iENTS OF APPUCABLE LAW. 'IRIS 
INDEMNIFICATION A."'D ASS'UMPTION SHALL APPLY, BUT IS N<rr I.IM1TE.D TO, LIABILITY FOR RESPONSE ACTIONS UNDERT~ 
PURSUANT TO CERCLA OR ANY O'T'HER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL ~IEDIATEL Y GIVE 11iE STATE OF 
TEXAS AND THE OWNER OF THE: son. WRITI'EN NOTIO: OF ANY BREACH OR SUSPECTED BREACH OF 1'HlS PARAGRAPH, UPON 
L.EAR.~ING OFTIIE PRESENCE OF ANY IL\Z.AR.DOUS MATIRIALS, OR UPON RECEIVING A NOTICE FROM A.'fY GOVER.~IAL · 
AGENCY PERTAINING TO HAZARDOUS MA TER.IALS WHICH MAY AFFECT TilE LEASED PREMISES. THE OBUGA TIONS OF LESSti: 
HDU:UNDER SHALL SURVIVE THE EXPIRATION OR E.ARLIE.R TER.\ONA TION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPUCA.BLE LAW. This I~ is issued under the provisions ofTCX3S NarunJ R.c5oUI'CCS Code 52.171 through 52.190, commonly lcnoW!I u the 
Rclinquishm~t Ac:t, md other applicable starute:s and uncndments thc:rc:to, and if any provision in this lease doc.s not conform to these SUAitcs, the statutes will 
prrvail over any nonconforming leas.: provisions.. 

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee be(on: it is filed of record in the county records and in the 
General L3nd Office of the Swc o(Tcxas. ()oou the tiling requirements found in Paragraph 39 of this lease have bcc:n sa.dsfied, the c1fec:tive date oftl\is lease shall 
be the da.t.: found on Page 1. · · • 

39. LEASE FILING. Pursuant to Olaptcr 9 of the Taas Business and Commcrc:e Code, this lease must be filed of record in the offiee ofth.: County 
Oerk in any county in which all or any past of the leased premises is lOQted. and certified copic.s thereof must be filed in the General Land Office. This lease is not 
cff~ti'Auntil a c:crtified copy of this leJ.Sc (whic:b is made and certified by the County Cleric from his records) is filed in the General Land Offic: in accordance with 
T~~diral RC3ourc:c.s Code 52.133. Additionally, this lease shall not be binding upon the St.a.tc unless it rccitcs the ac:tUal and true consideration pnid or premised 
for r\CV:IItion o( this leJ.Se. The bonus due the St.a.tc and the prescribed filing fe:: shall accompany suc:h certified eopy to the General Land Offiec. '-

• . . 
•• .. See Exhibit "A" At Additional Provisions 
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STATE OF 

1Tohnsan 
.-

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

DATE:_-1---=-7-dd~-.77~--
STATE OF TEXAS 

vfaY:~~~~~~~~~~=---------- BY:.~~--~----~~~~· ~··~--r· -------
orTaas Indiv idually and as agent for the State ofTcx.as 

Preside nt of Casody Enterpri ses , L.C., Gene 
Hill Investme nts, Ltd. 

STATE OF TEXAS 

BY: 
lndi-:vi:-:d-ual-:1:-y-an--:d-as-a.g-~-t -=-ro-r-:th-e-:5:-U-t-e -o7fT=-=-----

D:11e:. ___________ ______ _ 

STATE OF TEXAS 

BY:~~~~----~--~~--~----------­
Individually and as agent fo r the St:lte ofTcxu 

Date: ________________ _ 

True and Correct 
copy of 

Original filed in 
Reeves County 
Clerks Office 



STATE OF ____________________ __ 

COUNTY OF ____________________ _ 

(CORPORATION ACKNOWLEDGMENI) 

. .. 

BEFORE ME, the undellign~ authority, oa this cby personally appeared. _________________________ _ 

known 10 me tD be the ~oa wbou name is subsaibed tD the foregoing iasuument, a.s. ___________________ ~of 

-=--:-------:----.,...--,-------------.,...---------.,---,-~':"':""-·iad xknowledged 10 me tlw be executed the same 
for the purposes and coosidentioa tbcrcin c:xprcssd, in the capa.city staled. and as the act md deed of said corpontioa. . 

Given under my band and se:sJ of offig: this the:,._. ___ .cby of __________ __.· 19 __ • 

Nowy P'obUc in and fot __________ _ 

STATE OF _____________ __ (CORPORATION ACXNOWLEDGMEN'I) 

COUNTY OF __________ _ 

BEFORE ME. the undc:rsi~ authority, oo this day pcnooally appeared. _______________________ _ 

lcnown 10 me tD be the person whose n.amc is subscribed tD the foregoing iasttument, as ___________________ __;of 

-;:-:~-----:--~:---,--:---:-----~:-----:----:---:--:----:--:--:--:--:-:-....;and ~lc:d&ed 10 me that he executed the 331!le 
for the purposes and consideration therein expressed. ia the capacity sw.c:d. and as the aa and deed ofsajd c:crpor.Woa. 

Given under my hand and seal of office this the. _ ___ day of __________ __. 19 __ . 

• •• • • • • •• 
•••• • • • •• • 

STAT.EOF _____ T~E __ X_A_S ____________ _ 

•••• f\ . ~ 

NoUI'y Public in and for _________ _ 

(INDfVIDUAL ACJ<NOWLEDGMENl) 

co~~F \kJI.X l~ 

•: • • • ~efore me.. the undersigned authority, on this day pcnonally 01ppc:=d Alan M. Hill , President of Casody 
En.t erpri ses . I. . c . . Gene ra 1 Partne r of Hi 11 Investments , Ltd . 

known 10 me 10 be the person3 whose o:unes arc subscribed 10 the foregoing instrument. and aclcnowledged to me thai they executed the same for the purpose3 and 
con.ci.I!..OO:n therein expressed. 

• • 

CONNIE MONTGOMERY 
~ COMWSSIOH EXPIRES 

Ftbruary 12, 2000 
(INDfVIDUAL ACK.~OWLEDGMENI) STATE OF I.JJi.a.:::, 

COUNTY OF (l\'l M 
Before me, the undersigned <Wthority, on this day personally appcarcd. ____ __;Cl=:....;::_..::;.....-rl--tfV-1W£..U.:::::.l"-L4------- -

known to me to be the persons whose namc:s are subscribed to the foregoing instrument, and aclcnowfedgcd to me that they executed the s:une for the purpose1 and 
consider.uion therein expre3sed. 

Given under my hand and seal o f office this the ___ 2___;._C6::;._ __ day o( ~ 19 q ~ 

} '('~~ MONICA MARLOWE 
IRu:_:'?'\ NOTARY PUBLIC 
\;'-_,)~Jtj State of Tex~s 
~~~9 Comm. Exp. 10-30:99 

7J1(i)fili;~ 
Noury P..1blic in and for ~ 

True and 6eFFest 
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 L ease 
dated August 19, 1998 by and between Hill Investments, Ltd., 

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

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

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

3 . Lessee shall instal l 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-. J' is further agreed that Lessee, its successors and assigns, shall not erect any bui ldings or houses on the leased premises and that 
•. • .An'ly those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of 

• • .t.Lle leased premises. 
• • • •• • 
7 . • Notwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not 
• • .. tf~lute any water aquifers or fresh water in, upon or under the leased premjses, and Lessee agrees to notify the owner of the soil 
•••ill 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 
~igns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional 

•:••Ji:nage to the owner of the soil' s other land and crops . 
• •••••• 

9". l.JTJon 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 _sh~ll fill and level off all slush pits and cellars and complete ly 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, dri llsite, tank battery site or roadway, the premises will be restored as 
nearly as reasonably poss ible to its former condition at the cost and expense of the Lessee, it being the intention of the parries 
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 a ll 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 Corresl 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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Ceaeral uad Office 
Rc..llaquishmar Act Lu.sc: F orm 
Revised, September 1997 

' II 17 1/ on. A. "'D G.AS LEASE 
Keenom ~~ 

TillS AGR.EEMENT is ~adc md c:n!Z;red into this 19 day of Auqustl9 9 8 between the Stu.e ofT=. ac:ini._by ;me$ throu!th its 
age? Dorot~ Jean Hrtt, Ind1viduali[-afld as 'l'rustee ~e Thomas Hill Puff Trust ana 

i~26rr!~~s~~e@~ ~~tv t££h~o~~Iru7Ero2 said~~= 
(Give Pamanct AddR:ss) 

hcl"C:n refe::T'C11 to u the owner of the soil (wile-~ one or more), :md_-:C~l~a~y~-,JJiol...l.oL.h~n..,s.;u,OuDu....--~:------:::-7~-------
203 W. We ll. Sni te 800 o( 

Midland . Texas 797QJ 
(Give ?ermancnt AddR:ss} 

I. GRA.'ITING CLAUSE For md in considc.":lrioa of the l:IDOU.OD st:11ed below ;md oftbe covc=nts ;md ~t:s to be paid.lc-~t md paformd by 
Lessee under !his 11:3Se. the St:u.: ofT= actini by and through the owner oftbe soil baeby gr=. I= md lets unto 1.=. fur t.be sole md only PUlJXl.Se of 
prospecting Jnd drilling for and producing oil :md ;~a.s. laying pill'= lines. building t:mJcs. smria& oil md building power st:u:ions.. tz:!t:;lhon.c linc.s U!d other stl'Uc:!lt'c3 

th=n. to produce, save, Ulcc = of; tn::u :md :nnsport s.Ud produ= of the lc=:, the f.oUowing lmds si~ in Reeves Counry, Stuc 
ofT c::us. to-wit: 

• •• • • • • •• 

The South 360 acres of Section 3 0 , Block 55, Town s hip 5, 
T&P Ry . Co . Survey • 

. .. . . 
• • • c:onuflfing • 3 6 0 acn:s, more or !c:ss. The !>onus c:onsidc::nion paid for !!lis I= is :lS follows: 

• 
•••• • • •••• 

• ...... • • 
• 

• •••••• • • 

T o the Sc.:u.: ofTc.-os:_----#.Tw~o~Th~o~u~s:lda.LJn~dL....!.SL.j...,.xc..tlo<,y:z,..=-~te!lw~o'-loaun..l.ld""-5""'0"""-/...,1~0""0""-:..:-:..:-:..:-:..:-::..-::..-=-,;;:-,;;:-:..::-:..::-:..:-:..:-:..:-::..-:..::-:..::.::.-.::-.::-.::-:..::-:..:-:..:-:..:-:..:-::..-::..-=-.=-.=-:.... 
eon~ (s_----"2 ..... _...of.'-'6""'2 ...... ..... 5""o _ _ __,J> 

To the owner of :he soil: Two Thousand S ixty-two and 50/100------------------------------
Doll~ (S_~2'-+lO...Il6u.2L.-.J5uO ___ ,J) 

T oul bonus consicc:-a.tioo: Four Thousand One Hundr ed Twenty- five and No/l00--------------

Dott3l'S (S. __ _:4:wrulu;2...,5!..!'~0~0~-~ • •••••• 
The :!ul ~nus considcarioo p.Ud rcprcsou a bonus of _ _ F=-.=i:...:f:..t~Y,_;:::;a;.:;.a.:;;,d;:;_...:N,;,;::o~/_1=-=0:...:0~---_-_-_-_-'?<"l'-.---.--_-_-_-_-_-_-_-_-_-_-_-_-_-_-_ 
_ _ _ _ ________ ___ Doll~ (S 5 0 , 00 ) per=· on 82 . 5 nc: ac::-:s.. 

2 TIR.'Yi. Subject to :!:e ell:~ provisions in this le:1Se. this lc:1Se slull ~for :1 :...-:m o f Five ( 5) years from this d:u.: 
(hel"C!n c.:tlled ' primary :.C.."m) J.nd :u tong :he:1:mcr :u oil J.nd g:lS. or either of the;n, is ?ro<!uccd In jlay!ng qu:111titic:s :rom said land. 
As used in this IC:lSe, the. :.erm ' ?roducd ln ?a)'!ng quantities' m= that the re~ipcs from the sale or othc:r :wthori;:.:d comrr.c:::aJ usc oi :.he subst.lllc.:(s) ;ove:-:d 
C:."tc::d out of ;>oclc: t opcT:ltional o::;::ens.c::s !'or :.be si-c mcnlhs last ?ast. 

3. Delay Rentals: If oil or g:lS in paying qu:111titic:s is not being produc:d from the premises on the first :umivcrsary date of this Le:1Sc and 
there arc then no drilling opcr.uions being conducted on the premises, then this lease shall tcnnin:ue unless. on or befo re such :umaversa..-y date. 
Lessee shall pay, '1: directly to the owner of the soil :111d a like amount paid or tendered to the COMtvfiSSIOl\:ER OF THE G~'ERAL L.A..'\JD 
OFFICE OF THE STATE OF TEXAS. AT AUSTIN, TEXAS. a delay rental in the amount specified in the follo,ving schedule multiplied by the 
number of acres then covered by th is le:1Se, whach payment, when timely made, shall continue this lc:1Se for a penod of one ( I) addiuonal year. In 
like manner 311d upon payment of the amountS set out in the followang schedule , this le:l.Se may be further conunued :or successive one·; ear periods 
during the primary tenn of thas lc:1Se provided th:u payment is m:ldc on or before the anniversary date. 

Annaveaarv Date Delav Re:-~ t:ll per Acre 
First S I .00 
Second S I .00 
Th ird S I 6.67 
Fourth S 16 67 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



') 

. 4. . . PRODUCTION ~C?Y .A.L TIES. Upon producton o f oil :t.nc!lor g:u. 1-=sse: :lgl1:::.S c.o pay or =e to be ~:lid one-half (112) of the royalty 
prov1de:! fo r ll'.!ht:tle:IS: :o :.':e '2c::· .. :::=1c. c: vfthe Gencr:U LJ.nd Office 'Of the Scat: ofTex:u. l.t Austin. Tex:u. :t.nd one·balf(l/2} o fsuc!l. royalty c.o the own f 
the soil: er o 

(A) QU.... Royalty ~ay:lble on o il, whic!l is de =:ned :u including JJI hyeroc:.:utoru j)roduced io a liquid fo rm u the :nou£!:1 of the well and also u all 
conde:l.SU:, distillu:, ~d other liquid hydroQI"boru :e~vered :.Om oil or ga.s run through a St;~antar or other equipr:1e:H, as hc:rein.aite: provided, sh;UI be 

3/J 6 pan of the gros.s produdon or the m:uicct value thc:-eot: u :he option of the owner of the soil or the Commis.sioner of the 
Ge::e:;U L:lnd Office, suc:!l value to be dc-..e.--:n.ined by I) the highest posted price, plus j)r::nium., ihay, offered or paid for oil, conde:l.Satc., cfistillatc, or other liquid 
hydroc.uboru., respectively, of a lilce type md ~ty in the gcnc=J =where produced aad wh1::1 run, or 2) the highest ro3.rlc:t price th=f offered or paid in the 
ge:~en.J =when: produ~d and when run. or 3) the gros.s p=ds of the sale thereof. wruc.'levct is the g:=r. ~e: ~....s th:u !leforc any gas produc:.:d &om the 
leased pi'1CI%lises is sold, used or proc::s.sed in a plant, it will be Nil free of cost c.o the royalty. own= through an adequate oil and g:u SCj)ar.ucr of coove:~tionaJ ~ 
othe: equipmeoc u least :u efficient, so th:u all liquid hydroc::u-!:>ons :ecoverable !'rom the g.:u by suc:!lme:uu w ill be re-...ove::d. The rc:quin::nc:nt th.:u such gas be ru:aor 
through l se;>ar=r or other equipment IIIliY be waiverl in writing by the royllty ownc:n upoo suc.'l t.crmS and conditions as they p=c.;be. 

(B) NON PROCESSED GAS. Royalty on my gas (including flared gas), whic:!l is de filled as lll hydroc:.uboru :t.nd ga.s<:ou.s subn:t.nc:.:.s not defined 
as oil io subp~h (A) above, produc:.:d from m y well on said laod (except as provided hc-rcin with I'CSpcc:t to ps ;rroc=d in l pl:t.nt for the extraction of 
&=line, liquid hydroc=ixlns or other produ=) shall be 3/16 part of the: p-os.s produc-Jon or :he: =X:t value: thereof: u the: option of the 
owner o f the soil or :he: Commis.sicner of±c: G<:::cn.J I...:uld Office. suc!l vlluc: :o be based on the: hi~!J c:st m3.rlcet price ;::lid o r offered for ps ofcompat':lble quality in 
the: ~enerll li"C::l where produced :llld wheo run. or the: g:ross ?rice ;>aid o r offered to the: produc:..~. whic.'lever is the: gre:w:r. provided ·h.:u ±e au:ximwu pn:asurc !las.: 
in mc::uuring the g.:u uadc:r this l~c: shall ooc :u any time ex=d 14 .65 pounds per square i.oc.'l :lbsolute. and the staodard !lase: t.cmpc::-:uur: shall be sixty (60) 
degr::es Fahrcnbc:it, co=tioo c.o be made :or ;:ressure =rdiag c.o Boyle's Law, a:nd fo r spec we g;r.rvity ac:QJrding c.o t.csts made: l7y the: Balance Method or by the: 
most 3pprovc:d mc::hod oft.csting being us.:d by the: industry :u t!lc: time: oft.csting. 

(C) PROCESSED GAS. R.o:-llry on m y gJS proce:s.sed ia l gJSolinc: pl.lllt or othe:- j)lant !"or the :e:ove::' oi g=line or other liquid lydroc~I:.S 
shall be 3/16 part of :.IJ: :-csiduc: g:u md the liq:.lld ~ydroc~ru =c-..::1 or the: rn.;J.[jc:t value: :..h:reot: u tJ'Ie option of ;..t:e 
owne~ of :he soil or :.he: Commissioner oi :he Gc::e::U L.llld Office. All royalties due ~e:-:io sblll be b:ucd on one: huncr:d ;x::t:.e:~ t (I 00%) of the :othJ ;:lane 
prcduc:.ion o fn::s idue g:u :utribuc.ble c.o ~:u ;>rcc!uced 5-om :his lc:ue. and on fifty ;:e:c..-~11 (50~'.), or :bu ;x: rc:..-:~t ac;-;uing :o L::.sse:, "-¥hic:::c:ve:- is 1.l1e ~...lU~, of:hc 
c.ot.:IJ ;:lmt ;>roduc::ion ofliquid hydroc:ubcru :u::-:buc.b lc: to the: ps produced from this lc::ue: proviccd th:u if liquid ~yc!rocarboru :1rc :e~ve:-:d from gJS ?ro=d 
if\ ! -~~in whic.'l L::.sse:: (or its pare:1t. subsidiary or ~lilt:) owns an interest. :he:1 the: ;:e~:1ug~ 3ppli~lc: c.o lic;u id :1:-droc:ul:ons shall x !i:ly pe~:1t (5~'0) or 
thc:e!'li :.~....st ;x::-::::1t Jce:1.1 in g :o 3 third p:l.I7"f ;:rcc::ssing :;::u throe g. 'I suc!l ;>lane unce~ l processing Jg:-:: rne:lt :1qotiu.:d :u = 's !c:lg'.h (or li' :.'lc:-: is no sue!:! third 
P~A~ !'liV.c:st pe=t thc :1 being spc:iii:d in ;>rocessing :tgr:::-:-.c::Jts or contrJ.c:s i.o U:e inc!ustry), whichever ls the: ~:u:~. The r::.spe~ve royalties on resicue J:l.S 
~ch~ li1uid !1:;--drct:lrbons shall be ce:c~..ined !:ty I) the hig.'lest marlc::: ;>rice ;::lid or oE::-:d :-or my gas (or liquid hyc!rcc:t.--';toru) ofco!llfanblc: qu:lliry ~the 
ge:~q:ll :Ilea.. o r 2) t.'le g;-oss ;Jrice paid or oc::e:! :Or such rc:sidce p.s (or the weight::! :rv :..~e g;os.s selling pric:: :o r :h: r::.spc:dve pes o f liquid hydroc1.rbons). 
wh~"e~ is :11e grc:=r. l.n :10 eve:'1t. howeve:, shlll ~'lc: royllties ?ayable unde~ this ;:~h x !c.ss t.'un the ro:;--ll:les whic!l would :Uve X: :I due h.ld :.'le gJS ::ot 
b.!'¥1..1fg~cd. 

•: • • •: (D) OTriER ?R.ODtJCTS. RoyaJr::, o n c~n ~l:1c lc. sulphur or any ot.'le~ ;:rccuc-.s produced or manuf:IC::-.~--:: :1 :l'om g:u (ac:;:C:ng liquid llyerobcons) 
whc:.'lc:~ said gJ.S !le "casinghe:ui. • "dry. • ;:,r lilY othc:~ .&as. by frac:ion:u!ng, burning or lllY otl:e~ ;:recessing sh:lll oe 3 /1 6 par. Ji :.':: 
gros! j)roduc:.ion o f suc!l produc::s. o r :he r::ark:t ., alu: thc:cof. :u :he: option of :he: owr.e:- of :.l1c: soil or the: Co=issicr:c:: of the: Gc::~e::U !...J.nd Offic: . suc!l r:::uk: : 
v~w,. ;A.~ dc::<:~incd :u follows: I) on :.':e !:las:.S of :.'lc: hig.'lcst rnarlc::: j)ric: of c:t6 prO'duc: :·or the same rnont.'l in whic)'J suc!l produc: is ;:rocuc:d. or 2) on :.':e 
basfs of ~c: JVe:-:1ge gros.s sale: price o f :='1 ;:roc!:.:c: fo r :he: sasr:c: mont.'l in whic!l sue)') ;:roduc:s ar.: ;:roduced; whic)'Je-re~ is the: gre:u.c~. t ..... : . 

• • S. ~l;'.llJM ROY ALTI. Du.r.:1g lilY y::tr Jfte~ the :xpir:n:on of the primJry :..::-:;, o f this le:ue, if this lc::l.Se is ro:linuincd !>y ;:reduction. the royalties 
pilid unce~ this tease in no eve:~t sh;Ul be lc:s.s than m :lrl'lOWlt :qual to the: t.ocaiJMual del:ly ~calle::in provided: ot.'le:-..,;.sc:. the:-e shcil x due :t.nd payable: on or 
be!"ore the lase d ly of the: :nonth suc~:ding U:e lruliversary d:u: of t.'l is le:l.Se l sum equll :o :he: :ot:IJ lllllUJ.l rc:~tal lc:ss :he: :tr::ount ofroyJJC:::.s ?aid during ~'le 
p:e:;ding yeu. I:H'li:Igllpli 3 ofdtis le:u~ dcc:s .:oc s pe~:iy a de !aytetlwl JIIIOOllt; tltc.t for the: ;:Wjloses of this p~ph. the dc!Jy re:1t:!l Jmount shlll !le one 
dollar (S 1.00) per Jere. 

6. R0Y AL TI rN !<.IND. Nocwit.'lsur.di:~g m y othc: j:lrovis ioo in this IC:l.Sc, at m y time: or 5-om time: c.o time. :J:c: owner of the: soil or the Commissior:e~ 
of the Ge:~e::U I...:uld Office may, :u :..'le opccn oi : it.'lc::. upon not !ess than sixty (60) ~y; notice :0 :he: llolc!e~ of the !e:u<:. :-:quire tb:u ::.'le payment of m y royalccs. 
lC=:".Jing :o suc!l royJ.lty ownc~ undc:: this :e:ue :X :n:U:e in :Cnd. The owner of the soil"s or :he: Corr.r.1issione~ of :.'le Ge::e::U Land Offic.:'s rig.lu :o !;llc: its roplry lll 
lc.ind shall not dim inish o r nc:g:uc: the owne~ o f the soil"s o r the Cor:unissioner of the Genc..--ll I...:uld Offic:'s rights or L::s.se:'s oblig:uions. whe:.!ler express or implie d. 
unce: this lc::uc:. 

7. NO DEDUCTIONS. ~= ~::.s th:u all royJ.lc::.s ;u:~ing unc!er this :e:u: (inc!uding those ;>:lid in :<:.,d) shall be wit.'!out :!cduc:ion for the cost of 
producing, gathc::ing, storing, sc:;Jar:uing. a-::~ g. de;,ydr:uing, ~mpr....s.s ing. processing. tnnspo~Jng. md otherwise :n:Ueng :he: oil, g:l.S Jr.d other prcduc-.s · 
her:!JJlde~ rc:uly for sale or usc:. Lesse: ~....s ::o com put: md pay royalties on the sros.s value: :.::.:ivc::i. including m y :.: ir:~ours=e:lts ior scve::lllce t:IXCS l.lld 
produc:ion :el:ucd costs. 

8. PLA..'iT FUEL A..'ID R.EC':'C:. ED GAS. No ro:-:llr-t shall ::C p3ylble on my i::l.S as :n01y rc:presc:~t t.'l is k:l.S.: '; ;:roporJonJt: shJre of m y fuel usd :o . 
proc:.ss ~lS ;:roc!uc: d :-: e:eunc!e~ in my prcc:.ss ing ;J I 3.~t. Nocwit.i"l.s~d ing my ot.'lc: ;Jrovision of :111S !e:uc, and subjc:: :o :J: : wrir-..::1 con.s:::t of :he owne: ;:,f :.':7 s::ol 
llld :.":e C;:,mmissione~ of :lle Ge:~e:-al ~c 0.:0=. L:.ssc: mJy ~=-!c! .: ~~ for JlS !in ;:ur;:os.:s o n :.'lc: !c:ued ;:r:r:~ is:s or :·er injcdon into m:- oil or ps ;:rcdcc:r.g 
fo r.nJtien unde ~:-ing :he le:l.Sd pr:r:~ is:.s :1..~:: :J:c lic;uid hyc!ro=rtx:r.s ~nuind in :.':e i::l.S ::Jv: :c:;, :-:~ove::!: ~o ro:-J.Jtics shJJI 0c ;l3y::!:!c on the :ecyc!d ps 
until it is j:)rocuc : d md sold o r usc::! by L::s:: in J r:~Jr.ne~ whic!1 : :1ccles :.'lc roylir! owr.crs :o J : c:-l.it:' :u:c!:: !..'l is 1 : :1!~ . 

9. ROYALTY PA '0\E:'.-:"S A.' :D ~?CR.:"S. Ajl : o;-·:ll:i : s net w:n in l:ind s:-.:1.11 ::e ;::lie! :o r..":e C;,rr.,-nissic:::: :: i :..':e Gc::c~ ~c! Ot:::: :u Aus:..::. 

Tex.!S. in :he ~ollowir.g :n3lllle:: 

"1. 'c · Pl:-rr. e:~t o f ~o:;--llry on ;:rccuc:ion o i oil :tr.d gas shJ.ll ::c JS ;:roviccd in :.':o: rules sc: :or .. 'l in:.':: T:::::s R: gis:::. R:.:ks ~::..~:1tl:' provic: :.'::u :oyllty _on Ot IS; -
:t.nd r::cst x ~c:iv:d :n ~c C-o::~c::ll Lmd Ct::ce ::n e~ !:c :·or: :.':: 5th da:- of :.':e sec.:nc mer.:.": s:.:;~~:! :::g :.'le me:~:.~ oi ;:r.=c:.:c:ten. u.d roy:!.i:y on ;;:u IS dc: _u . ·:.~e 
must '::e :c~ :iv:d in the Gcne:-ll L.lnd Offi:: e n c r x:·cr: :lle l5t.": day of ::.'le se:ond rr.ont.'l suc :..:: :!tn& :he mont.'l o r ;:rccc~:.i on. JC;omp:!..'l icd by the lfli~Jvtt ~~en ;:,f 
own.::. r:~m~~ : or ot.":c: 3ut..':cm:::J :tg:::t. c::rr.e l: :: :! 10 :.'le ~or::1 l.,d manner pr:s;::l:cd ;,:-' :..~.: C-::~e :-ll L.l.rlc! OF.:ce l.~C ; ::e w:ng :h: ;;cs:; :L-nou:~t u.d Cll~~S·•·s'"cn 
J.ll oil u.d glS produc:d J.lld t..'lc m:1tk:: vJ.l:.: ;:,i :.":e od :111d gJS. :::g ~:..'lcr with J c.:p:' ofJJI coc:.:~c::ts. :::.ores or :c ;:cr..; ~::r::ir.ning :.'lc 6=::Ss ;:roc!uc:1on. ISjlC · ·· 



and market value !ncluding gas metc:T readingl. pipeline rcceipu, gas line rec.:ipu and other chccla or merr:or.lllcb o f amount produc.:d and put into pipe! in~ tanb 
or pools and gas lines or gas storage, and any otha reportS o r rccords whlc:.!l tbe Gc:ncnl Land Offic.: may require t.o verify tbe gross production, disposition d • 

' marl::et value. In a.! I cases the authority o f a ~er or a.&ent to act for the Lessee herein must be filed in the Gcnenl L.and Office.. E3ch royalty P;&ymcnt ~I be 
a.c7"mpanic:d by a check nub, schedule, summary w othu nm.itt.ance a.dvic:.: sho_wing by the assigned GocraJ Land Office I= numbc:T the amowu of royalty "!>c" 
p&ld on each lease. If Lessee pay:~ his royalty on or before thirty (30) day:~ aftl:T tbc royalty payment WliS due, then Lc.s5ce owes a ~alty of S% on the ro)'"llty · ut, 
S25.00, whichever is gre:uer. A royalty paymC"Ot whlcll is over thUty (30) day:~I&1.C shall accnlc :1 penalty of 10".1. of the royalty due Ol" S2.S.OO whichever is~ 
In addition to a penalty, rpy :Uties sh:UI :~oeCn.Jc intcrc:st a.t a r:u.c of 12% per yc.v; such inteTc:St ;viii begin xcruing when the royalty is si:ay (60) days overdue.. • 
Affidavits and supporting~ocumcnts whic:.i an: not filed when due shall inc:ur a penalty in an amount set by the Gencr:ll ~d Offic.: a.dminis.r.u.ivc: rule which . 
c:tfecti_vc: on the date when the a.flid:rvits or supporting documents wc:rc d=.. The Lessee shall bc.u all responsibility for paying or causing royalties to be paid ast:s 
pi"C3Cnbcd by the due date provided herein.. Paymc:m of the delinquency pcn.alty sh.l11 in no wzy o~ to prohibit the St.aLe's right offorfeilllrc as provided by 1 
nor a.ct to postpone the date on which royalties were origim.Jiy due. 'The above penalty provisioas shall oot apply in ca.ses of title dispute ;u to the Stat:'s portion~~ 
the royalty or t.o :ha.t portion of the royalty in dispute u t.o fair rr.arh:t value. 

10. (A) RESERVES, CONTRACTS A.'ID OTHER RECORDS. Lc:s.sec shall annually furnish the Commissioner of the C-oeral UZ1d Office wit.!l 
its best possible atinute of oil and gas n::savc.s underlying tiW lease w alloc::ablc to this lease and sh.all fur:lish said Commlssjoner with copies ot all contracts under 
which gu is 30id Ol ~and all subseqoe:Dt a.grcanam and amendments to such cootracU within thirty (JO) days aft.er cnterin& into or makin& suc:h contncts, 
ag.rcemcnu or arncndmc:"lt:s. Such contn.cts and agrecmatts when rcc:cived by the General Land Office shall be bc.Jd in coafidenc.: by the Gcnc:nl Uz1d Office unless 
otherwise a.trthorized by Lc:s.s=. All otha c:.crrtract1 and rca:lrds pc:Uicing to the production, tn.nsporurion, sale and aurnting of the oil and gas produced on said 
prcmisc:s, including the boolc:s !ll'd a.t=uot:s., rcc:ipts and cfuclurg~ or lll W1:lls, tanJc:s. pools, m.c::cs, md pipelines shal.l at all times be subject to ilupection and 
cx=ination by the Commissioner of :he General Land Office, the Attorr.cy C~aal, the Governor, or the rcprc:se!lutive of any or them. 

(B) PERMITS, DR.ll.LING RECORDS. Written octic: of all operations oo t!lis lease shall be submitted t.o the Commissioner of the ~r.ll 
~d Offic: by Less~ or operator five (5) cb)'3 be!"on: spud date, worlcover, rc-<ntry, temporary abandonmcnt or plug and abandonment of any well or wells. Sucll 
wriac:n no1ice to the General Lmd Offic: sh.:UI inc!udc: copies o f R.lilroad Commission forms fer a.pplic::lLion 10 drilL Copies of well ~.at:s. completion reports and 
plugging reporu shall be supplied to the: General Land Offic: ilt t.ie time they arc filed with the Tc:us Railroad Commission. AJI applica.t..ions, permits, reports or 
other filings that rcferenc: this le= or any sp=ific well oo the leased pre:nises an<l thar arc submiru:d to the Texas Railroad Commission or a:ny other govcmmcntal 
agc:nc:y shall include the: word ·suc• in the title. A dCition.ally, in =r6.oc: with Railroad Cor:.:nissioo niles. any signa.g: on U:c: lc:ascd jlrcmi:;es fer the purpose of 
identifying wc:IU, unJc b;m.cries or othc: a.ssoci:u.ed improvements t.o the land must also incluc!c U:e word ' SU!.c. • L:s.scc shzll n:pply the General L.m~ Offic.: with 
any records, memoranda, =WJts.. rc;x'rt:s.. cuttings and COJ""C3. or olhc:r informa.tion relative to the operation of the abovc:~cscribed prem~ whic~ may be 
rcq'ies~d by the General L.lnd Offic:, in addition to lho.sG herein expressly provided for. Lessee shall bav: J.n electrical and/or radio~ity survey mate: on the 
lx;,.-e~~~coscc:tion, from the base of ll:c: sur.a.c: casing to the toc.l de;>lh of W1:1J, of lll wells drilled on the above: dc:sc::ibed prcmisc.s :lDd shall tranSmit a true copy of 
!he Tog of e:~e~ survey on eacll well to the General Land Office witbb fUL-= (IS) day:~ a:ia the: ma.Cng of said survey . •••• • • • 

• • • (C) PENAL TIES. Les.sc::: sl:all inc-.u 3 penalty whc:~cvcr reports.. doc-..~me::ts or other materials J.rC not fil ed in the C-oe:al l..lnd Offi~~he:1 
due. -rhc: pe:1alty for l3tc filing shall be set by the Gcnel'"al Laod Offic.: administrative rule whic:.i is effective on the dat: wball!lc mate:ial.s wc.'"C due in the C-;ner:ll 
~l'fj,c::. . 

•••• 
~ • •! II . DRY P.OLE/CESSA TION O F PRODUCTION DURJNG ?.RJMARY TE..~'vt. 1!. during the primary term hc:r::ofand prior to discovert and production 

ot()lr or lJC.S on s~id land, Les~ should drill a drJ hole or holes tbercon, o r if during the primuy :cnn he.....-:oL111d 3.ftu the discovery and 3C:ual produdon of oil or 
gas £.om :he leased premises sue~ produccoa the:-ecfshould cease from 311)' c:ru.se, this lease sballoot t=in:u.c ir on or before the expiration of sixty (60) day; &Cm 
date ofcq,nplc:tion of said dry hole: or ~on ofproduc:-Jon Lessee ~mrncnccs Jdditional drilling or reworking ope:ations thereon,. or pays or tenders the ne:n 
~~c!~ay rental in the same manner :LS provic!ed in this IC"3Sc. If. during the last y= of the prim:uy t.:nn or within sixty (60} day:~ prior thereto, a dry hole lle 
c ompletetJ and abandoned, or the production of oil o r .;;as should = for any c.:~usc., l...::ssec's rig!lts sh311 remain in full fo~ and effea without further oJlC2llons 
u~~t"f-tt~iration of the primary tc:m; and iCLc:s:se:: has not rcsumcd production in paying quantities a.t the expir:ulon of the primary tcm1, L=~ may rmintun cbis 
lease by c:onductin& Jdditional drilling or r.:wolicing oper:Uions pursuanl t.o P:lr.lgnph 13, using U:e expintion of the primary t.erm as the d3tc of cessation of 
production unccr Paragr:tph 13. Should the first well or any subsc:quen1 well drilled on :he above cc:sc::ibed land be completed as a shut-in oil or gas well within the 
primary t.e:m hereof; L.:.ssee may resume: paym=t of the annual r=t:l.l in the same manner as provided hc.rein on or before the rental paying date following the 
o:pintion of sixty (60} days from the: d:lt: of completion of such shut-in oil or gas well and upon the failure to male: suc:.i payme:~t, this !c::tSe shall ipso fac:o 
tc:nninate. If ilt the expir.uion of :he prim:uy term o r any time thcn:.afkr a shul·in oil or gas well is loc:~tcd on the leased premises, payments may be m:u!e in 
accordanc: with .lhc _shut-in provisions he: :-cot: 

12. DRlLUNG A.'lD R.EWOR.:<.ING AT EXP!RA TION OF PRL\-iAR Y TE.'t.\-l If; a.t tbe expintion of the primary term, neither oil nor psis being 
prcduc:d on said land, but Lcsse: is then eng:1ged in drilling or reworlcing opc::·:uions thereon, this lease shall remain in fore: so long ;u opcntions on said well or fo r 
drilling or reworking of any additionll well arc proscc:.Jted in good faith and in-worlcnJ.Oiilcc manne: without ioterTUptions t.ot:l.ling more than sixty (60) dJys during 
any one: such operJticn. and if they result in the produc:ic n of oil and/or gas. so long thc.reaf'~r as oil and/or gas is produc:d in paying quantities from said land. or 
payment of shut-in oil or gas well royllties or compe~ry royalties is made: as provided in this leas:. 

13. CESSATION. DRllliNG. A.'lD R-~OR.'<lNG. It: :aft:r the cxpir.ltion of the primary term, pro<ludon of oil or g~ from the leased ?remises, a..ftcr 
one: obta.ined, should =c: from any cause:. this lease sha..ll not temlin3.L: ifLc= commrnC<:S aeditional drilling or rcworlc.:ng 0pcr3tions within si.x:y (60) days 
after suc:h c:.ssalion, and this lease shall rc:n:Un in full fore: and effect for so long as sue~ oper:1Cons continue in good faith and in work:nanlilce manner without 
in te:rup1ions totaling more than sixty (60) days. Ifsuc..'l drilling or rewolicing oper:uions rcsull in :he production of oil or 635. the lease shall re:nain in full fcrc: and 
e ffect for so long as oil or gas is produc:d from the: leased pre:niscs in pay ing quantities cr payme::t of shul·in oil o r gas well royalties or paymcnl of compensa.tory 
royalties is made as provided he:cin or as prov ided by law. If the drilling o r rewo rking oper.llio ns :-c.sult in the completion of a well as a dry hole. the leJ.SC will no! 
t.erminrue if the Lcssc: commences addi1io nal drilling or reworking oper.uicns w ithin sixty (60) d:rys after the: completion of the well a.s a dry hole:, and this lc:ue 
shal l remain in cffccl so long as L.:ssce ;:.onti.nucs drilling or n:-worldng npc:i.!Cons in good faith and in a wc rlcm:ull ilce manner without intc:ruptions totaling more 
than sixty (60) days. Lessc: shall gi"le wr.ac:1 ne tic: to the General Land Offic: w ithin th irrt (:iO) d:rys oflny c: ss:.tion of production. 

14. SHt., j.J}I ROYAL TIES. Fo r pWj)oses o f this par....g;:Jph. 'well" me:m.s ;my well :.'lat ~as l::ec."l ;lSSipe d l well nllr.1bc: by the s!.al~ agrnc-j hJv ing 
juris dictio n o ver the produc:io n o f oillnd g"J.S. If. :u any ti me J.ftcr the ex;:t ira.tion o f :he jlrimlt)' !c.-::1 o f a lease :h:u.. until t:.eing shut in, was being mlinuincd _in. 
fo rc.c and dfc::., a well c:1pable o f;:r;:duc:ng oil o r gas in p l yin g q=tities is loc:ud on the leased ;lr~mises, l::u t oil or gJ.S is not being j)roduc:d fo r l:.clc ofsu:u clc 
p roductio n facilities or lad e o f a suiu!:lc market. the :"I ~!Ce may pay as a shul· in oil or gas rop.i:y m lmou:ll e:;u:U to dou!:l le the a;Ulu:U rcnt.:!.l jlrovided in t.~c 
lease, but not less t..'l :l.ll S1.1CO 3 yc:u fer c: 3c:t "Nell c lp~hl c: o f ~roduc!n g oil or glS in ~ay::1g C'J~,t!Ce:s. 'r ihapp<a ~ &i!:fi:s lc c Jcc.o~ ~ .ct Sy< -!f] s del-} tlll'21 

3i41Gcnt; ~"" fo r the purposes o f this pa.-:15--:1Ph. the del;1y n:nt:l.l amoun1 s!-:ali !le one coila.- (5 1 CO) jlC: ac:: . Tube e tfe::ive, eJc~ initial s~ut -in oil or g :u royalr/ 
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must be paid on or before: ( I ) the e:tj)it2tioo of the primary tenn, (2) 60 days afta the Lc:ssee c=..se:s to produce oil or gas from the le=d prcmise;s. or (3) 60 day 
:Ukr Lc:s.see completes a drilling or l'CW'Orldng opc.ntioo in =rd.ln~ with the I= provilions; wh.ic:llcver d~ is I:IU:St. Such payme:tt shall be made one-hajf~l/2 
to the Commissioner of the Ckner.ll Lmd Office and ooe-half(l/2) to the owner of the soil. If the shut-in oil or gas royalty is oaid. the lease slWI ~ ccr.s : :!: ;~ tu ~ 
a producing lc:ue and the payment shall e::xknd the term of the lease for a period of ooe year from the end of the primary tam. or from the fun day of the month 
following the month in which production ceased, a:cd, lftcr that. if no suitable production fucilitie:s or suiuble marlcet for the oil or g:tS aisu, Lessee may extend the · 
lease for four more suce.essive perioC3 of one (I) yur by paying the same amount e=h year on o r before the a-pir.~ticn of eac:h shut-in y~. 

' 15. COMPENSATORY ROYALTIES. u; during the period the le=: is kept in effect by p2YTT1Clt of the shut-in oil or ps royalty, oil or gas i.5 sold and · 
delivered in paying quantitie:s from a weD IOC3Led withi.D oce thousand (1,000} £e,ct of the leased premises md ccmplettd in the same producing reservoir, or in :tny .. 
case in whic:ll dn.in:~.ge is OCC".uring. the right to continue to mainuin the lease by p.-yi.og the shut-in oil or ps roya..lty shall =se. but tbe le:ue lhal! remain ef!'e:tiy · · · 
fo r the =n:llr:dcr of the year for wh.ic.'l the royalty has been paid. The~ mzy m3i.ot.a..in the I= fer four :ncre su=ive y~rs by Lcs=: paying co~ e ·.-
royalty at the royalty r.u.c: provided in tbe lc= of the narlcet value ofprcducticn fiom the ~n c:wsing the dn.inage or whic.'l is co:np!eted in the same Producing ry 
reservoir and w ithin o ne thousand (1 ,000) feet of the le=d premise$. !b.c compensatory royaity is to be paid monthly, ooe-ha.Jf(l/2) to the Cocunissiooer of the 
General Llfld Offic: md one -half (l/l) tD the owner of the soil.l>tginning oo or before tl-.e last d.:ly of the :r.onth following the month in which the oil or gas is 
produced from the w.:U =ing the dninage or that is completed in the .same producing reservoir and )OQU:d within one tl:oa.sand ( 1.000) f=t of the lc;ued Premisc:s.. 
I f the compe;uatory royalty paid in 3J1Y 12-month period is~ ;m amount !e:ss th3n the annual shut-in o il or gas royalty, L=ee shall pay an amount equal to the 
difference within thirty (30) days from the: end of the 12-mcotb period. CAmpe:ua.tory royalty pay:r.c::rts whic.'t =not timely paid will ac:rue pc:n.alty and ill~ in 
accordance with Pangnph 9 o f this I=. N ooe ofth= provilions will relieve Lessee of the obliptioo o f re::sonwic: c!cvc:.!opment nor :he obliptioo to drill offsa 
wells as provided in Te:cas Narura.J Rescurus Code S2.1 T.l; however, at the detennin.:uion of the Commissioner, and with the Conunissioner's written approv.U, the 
payment of ccmpcns:uory royaltie:s c:m .satisfy the oblig3tion to driil offset wells. . . 

16. R£rAINED ACREAGE. N otwithsunding any proruion of this le:ue to the cootr.I:I)', afta a w.:ll proeucing or c:tpab!e of producing oil or gas has 
been complet:~ on the leased premise., Le:s.see shall exercise the diligence of a re:lSOnably prude."lt oper.u.or in drilling suc:ll additional well or w.:lls as may be 
reasonably ne=ary fo r the proper development of the leased pranilc and in rnarl::eting the production thereon. 

(A) VE:-:tTICAL In the event this lease is io fcrc:: and ef!e=: two (2) years after the ~iration date o f the prim.ary or e:xtc:ldcd ter:n it sha..ll the:t termizw.c: 
as to all of the 1= - J ;1r:mise;s. EXCEPT ( I) .!1) = surroWiding C3C!! oil ·.veil capable of produc:ng in paying qU3lltitie.s a:nd 320 = SUITOunding exh gas well 
c.:1pable ofprO<!ucir.g in paying quantities (in~ .uding 01 shut-in o il or glS ~lias proyided in Par:t.gr:lph 14 !lereot), or a well upon wbic!l Less~ is then eng3g:d in 
continuous drilling or ~rlcing oper.u:icns., t;( (2) the number ofx:-.s included in :1 produc:ng pooled l.ctit ;>um13111 to Tc:us Narunl R=urce:s Code 52.15 1-
52. ~~ e r (3) such ~31..-,. or lc.s.ser number of = as may U:en be JJI~d fe r production pwposes to a pror.u:ion u.,it for ~h such producing wen unce: t!te rule:s 
:!11~..-l}:lllltions of the R.:Ulroad Conunissic n ofTc:us, or my S'Jc=sor Jg::JC"f, or oti:er governme!'l.Lal J.Uthori ty having j urisc· . . : n. Ifa.t any time a.A..c r the effective 
d.l~Q,~e parti:l! termi:lation provisions hereof; the applic:tblc field rules J.n: c..'l:mged c r the we:! o r wells locared !.'::-:eo n Jr. ·: .l.SSified so tha.t len acn:ag: is 
tho!~er)J!oC:lted to said ~II or wells for production pW';lO!C.S. L':ll !ease ;.-ajl the~:.:::oo termin= as to all acr:agc not th=.:.;~:r allo= d to said well or -.. ·ells for 
~rod~ction pUTj)Oses. N orwithsunding the tc:mination of this l=e as to :1 porticn oftne lands covered h= by, Less:: shall ncve:the!css continue to have the ~g.lt t of 
zngre~s.to a.~d eg;ess from the lands stil l subj = to this lease for all pur;lOSes described in P~h I bcreot: together wiL't e.ase:ne:lts and rights-of-W3y for e:mting 
ro~ ex~.Ung ;>ipelines llld otller exis:.ing facilitie:s on. ovc:: Jnd JC'OSS all the lands desc;.:ibed in P~ph I hereof r the re t:l.ined 13llds"), fo r :I.C~SS to and from the 
reurn~a Tands llld fe r the gathe:ing or ::raruportat. · n of oil, gas Jnd other :ninerals produ~d from tbc rc:::J.ined lands . 

• ...... ' 

• • (B) HORlZONT AL In the cve:tt thil lease is info~ and effect two (2) years after the expiratio n d;uc of the primary or cx-..:nded t= it shall further 
t:r::1il!ate as to :11! dej)t.'ts lx:!ow 100 fc:t below the total depth drillerl (hcreinafta "dec;:>er depths") in e3c.'l wcll!oc:u.cd on ac::-c:Jge re:.lir.ed in Par.~gnph 16 (A) 
ab~~e . u.1 = o n or before two (2) yc;ys after the primary or extended term~ pays a.QJ.Illount : qc:l! to one-ha.l( ( J/2) of the bonus originally paid as 
corui~eralion for this lease (as SJ:ecified o n page I hereof). If suc.lt amount is paid, this lese shall b.: in fo~ and e f!= as to suc.'l de: ?Cr dept.'u., Jtld said 
te~~Z:uiO: s~all be delayed for an additional period of two (2) y= and so long thc:-...:~..'ter 3S o il or gas is ;1rodu~d in paying quantities from such deeyc:r de;Jpts 
covw-c.! ~)I thlS lease. 

(C) IDENTIF1CA TION A.'ID FTI.D-IG. The surfac.: a.creage re:ained hcn:uneer as to~~ wen shall, as ne:u-ly as prac:.ic:l!, be: in t.'tc: form of a squ= with 
the welllo<:3tcd in the =ter the:-eo t: or sue~ o ther shape as may be approved by the Co mmissio ner of the Gc:tc:r.ll Llnd Offic:.::.. Within :.'lirrJ (30) days aftu partial 
tc:rnination of this lease as prov ided hc:re:n, Less<:: shall cx:::.~t: J.Od record a re !:3.SC or releases coouini.,g a s3tis!"Jc tory leg:l! desc.;ptic n c: :he lc:t::tg: :md/or 
de;:.llhs :101 reu ined hc::.::uncc::. The reeoreed re!c:asc. or 3 ~rtified copy of sane, sh.3ll be fil ed in the Ckner.!l Llnd Offic:, =mpan.ied by :he fi ling fe: pr:sc:ibcd 
by the Gc:ncr.tl LJnd Off:c:: rules in effec:: o n the 6tc the release il filed. If Less= fai ls or refuses to exe;ute and record sue;~ release or relc::ues within ninety (90) 
days :lite: beir. g requested to do so by the Gc::tcral Land Office, then the Commissio ner ilL his sole: dilc::-c: tion may dcsig.,3.l.C by wrillCT! insc-u.-:te:tt the ac:ng: and/or 
de;:.>ths to be rc!eased hereunder and m:ord such iDSli'Uroent at L..--='s expense in the counr:y or count!e:s where the lease is loc.:utd and in the o ffic ial records oftf.e 
Ge.!leral Land Of!ice and such dc.signatio n shall be binding upon Lessee for .Ul purposes. 

17. O FFSET WCLLS. Neither the bonus. de!ay re:tt.ili.. nc r royal ties ;>aid, or to be p:l.id, unde: thil lease shall re!iev : L=...~ of his obligation to protect 
the oil and gas unde: the above-described land from being dr:Uned. Lesse: , sublc:ssu. rec.:iver or ot.'ler agent in contrOl o f the leased p~mi.ses shall drill as mJny 
wells :u the f3C".S may j Ustify and sh.UI use appropri~ mel/IS and drill to a d9th nec.:.:sary to prevent undue drlinage o f oil and gas from the )e:tScd premises. In 
addition. if oil and/or g.:u should be produc:d in commc:rd al quantitie:s within 1,000 fc:t o f the leased ;>remises, or in any c:ue wher:: :he !=cd pre;:1iscs is be ing 
dr.Uned by produc:ion of o il or g:u, the ~ee, sublessc:, receiver or other agent in co ntrOl o f the le:!.Sed p remises shall in geed fai th be: gin the: drilling of J well or_ 
wel ls upon the: le ased premises w i t.'t in 1 CO d.lys a.ftcr the dnining we! I or wells or the well or we: !Is cor.tplc::cd within I,O<X> fe: t of the leased premises swt productng 
in commercial qulllti ties and sh .UI prosc:<:ute such drilling with diligenc: .. FJilure to s;uisfy the stat'.Jtnry offset obligation may suojec: this lease ar.d the owner of the 
soi l 's agc:nc-1 rights to fo rfC::rure. Only upon the: de:.:rmin:uion of the Commissioner o f the Gc::~d Llnd Offi~ and wiL't his wr.::en approval may the: pl ymc.,t of 
com pensJtory roy:l! ty under applicJble surutory parJmct::'S satisfy the obligation to drill an offset well or wells required under this par:J.gnph. 

18. FORCE :\WEURE. If, a.i'...e: a goc;d faith e!Iort, Lessee: i.s prevent:d from complying with any express c r imp lid cove:~ant of this Je:ue , from 
co nduc :ing drill ins opc:-:uion.s o n the: leased premises. or fro r:t producing oil or g:!.S from :he lease d ;>rc::n ises by reason o f wu, r::.Cllion, riots, s:;-ilces. JC:.S of God. or 
any valid order. rule or reg-u!Jtion o f govc:nmcnt 1uthor.ty, th::t while so pr:vcnt.:d, Lcssc: 's ob ligat!cn to cor:tp!y with sue!'! covenant shall be suspended and L:ss:: 
shJ..II not be li3ble for damages fo r f:l.i!ure to comply with such covcr.ants; 1ddition:l!ly, this le:l.Se shall be cxt:nded while Lcsse: is preve n~:d, by any suc;!l cusc, 
fro m ccnduc:ing drilling and rewcrlcing o;:-cration.s or from producing oil or g:l.S f:om the: le:l.Sed pre:nises. However, nothing in this p~--:~ph shall suspend the . 
pay r:tcnt of delay r:nuls in ordc:: to maintain this ic: :l.Sc in cEcct during the prim.u-1 L:r.n in the Jbsc:tce of such drilling or r:wcrking opc r.uicr.s or productico of 011 

.: 
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19. WARRANIT CLAUSE. The owner of the :;oil W::llTatlts and :J.grecs to defend title to the leased pre1:1isa. If the owner of the soil defaults i 
payments owed on the leased premises, then Us.see nuy n:ceem the rights of the o~r.~er of the soil in the leased prenlls.e$ by paying :my mortgage, taxes or nth . 
on the leased premises. If Lessee makes payme:~ts on behalf oflhe owna of the soil und e-r lhis paragraph, Les.see may n:~ver the cost of these payments ~ ~ens 
rental and royalties due the owne-r o.fthe soil. · Ill 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided ~ce e:r~ in the abo 
~=ibed land, whaneror cot Le:s.sce's int.erest is sp«itied haein, then the royalties and renuJ ~in provided to be paid to the owna of the soil shall be pai;~ h. 
m the proportion which h\s inti: :est be= to the entire undivided surf3Ce esuu: and the royaltie:s and rental hen: in provided to be paid to the Commissioner of the un 
General Land Offic:: of the State ofTa:u shall be likewise proportiollllt.ely reduced. However. bcfon: Lesse: adjusu the roy;l.)ty or n:nuJ due to the Comtnis.sio f 
the General Land Office, Lessee or lili wtbo~d repr=nwive must submit to the Co=issioOCT of the Gcnc:n..l Lmd Ofiice a writtc::1 statanent which oplltizu ~ 
disacpaney between the interest purportedly Jc::ued unde-r this lc::ue and lhe a.c:ual inte.-est owned by the OVt'1lCr of the soil. The Cor:unissioncr of the Gcner.U LuA 
Office shall be paid :he value of the whole production allocable to any 1m divided int.ercst not cov=d by a lease, less the proportiona:e development and produc;io 
cost 3lloc:tble to such undivided int.e~ However. in no event shalllhe Corrunlssione-r of !be Gc:naaJ Land Offic:: rec:ivc as a royalty on the groSl produetioa 

0 

alloc:lble 10 the undivided interest noc lc::ued iUl amount less than the vaJue of onc·sixte:::~th (1/16) of sucll gross. production.. 

(B) REDUCTION OF PAYMENTS. I' during the primary tl:rm, a portio a of lbe land covaul by this leJSC is included within the boundaries 
of a pooled unit that ha.s been approved by lbe School l.md Board and the owner of the soil in a.=rdance with Nanu-al Reso= Code Scnioru 52.15 1·52.15-4 or 
~ a.t lilY time afta the a:pi:rat:on of the primary tl:rm or the c:xtended term. this le= ~versa lc::s.sc number of ac-es than :he toul amount desc::-ibcd herein. ' 
paymcau th:u :lfe ma.c!c on a per acre basil hereunder shall be n:duced 3C:Qrding to the number of= pooled, n:l~ surre:tden::i, or othcrw~ severed, so th.u 
payments det.ermined on a per acre basis under the terms of lbis lease during lbe prinury te:m shall be c:alc:ulated based upcn the number of aaes outside lbe 
bo~:~~d:uiCl of a poole:i un i c. or, if 3.ftt:r the c:xpiration of the prim :If)' t.ertn. the n urn ber of = actually n:ta.iocd and covered by thu I= · 

21. USE OF WA l.cR.. l.Cl.see shall have the right to usc ·.vater produc::d on ~c 13lld IW"...=3ry fer opcntioiU under this I= cxc::pt waL:r from welll or 
tanks of the owner of the soil; provided, however, Lessee sb.al.l not u.s<: pouble watu or wata suiuble for livestocl: or irrig:l.tion purposes for wat..-rflood opcn.lions 
without the prior consent of the owner of the soil. 

22. AI.ITP.ORIZED DAMAGES. Us.se: shall pay the owner of the soil :or dam~:s c.:ws.ed by its o~oru cc all personal prcpe:ty, improvcme:ttt, 
livestcc!c and crops on said land. · 

2J. PIPELINE DEPni.. When n:quested by lbe owne-r of the soil. Less~ shall bury its pipelines below plow ceyth . 
• •• 

• • • • • ~4. WELL LOCA·noN LIMIT. No well shall be drilled ne:=r than cwo hundn:d (200) feet 10 any house or ba.r.t now on said pre:nises wit.'lout the 
writti~IQOSent of the owner of the soil. • . . . ~ 

•• • 
• 25. POLLlJTION. In developing chis area_ Lessee shaJI u.s<: the hig.!Jest degree ofc:J.re and all proper safe31JMds to prevent pollution. Without lim'iting the 

foreijl~ pollution of coastal wetlands. naruraJ wate......ays. rivers :111d impounded w:ue-r shall be pr::veru.ed by the use of conuinmc:tt fac:liries sufficientiO prevent 
spi"W-.s~jl:~ge or growtd wat'"r contamination. In the event of pollution. Lessee shall use all me=.s at iu dispos.al :o n:~cure all C.SQpcd hydrocarbons os olhcr 
pollulUlt :~nd shall be responsiolc: for all d:un~e to public and privltC pro~ -ties. Lessee shall build and maintain ft::t= arol!11d its slush. su:mp, and dr.!in~ge pits 
andot&M~cries so :u to prot.eet livestodc: ag:Unst loss, damage or injury; and upon completion or abiUldcnmeoc of any we ll or wells. Le:ssee shall fi llllld lcr clll l 
slush• pits ~d cellars and completely cJCllll up the drilling site of all rubbish thereon. L:=c shalt. while conducting opcr:uions on the le:ucd pre::tises,lc:ep s:Ud 
prcrnisb free of all rubbish. C311S, boa.les, paper cups or g:lrbage, and upon completion of opcnuions shall rescore the sur!ac: of U:e l::nd to as ne:1r its original 
co~iJiliAd contours as is prxtiC:Ible. T:mles iUld equipmc:~t will be kept paintl:d and pre.scnta.ble. t 

• • 
• • • • • t6. RE~OV AL OF EQUIP~. Subject 10 limit.a1lons in this paragnph. Us.se: shall have the right to n:n:ove rnae.'linery and fiXtlln:S placed t y 

Less.: on !tic le:ued premises, including the right to draw and n:move c:J.Sittg. within one hun~d twclty (120) days ait:r tl-.e apir.u.ioa or the termination of this 
lc:uc: uniCls the owner of the soil grants Us.sce an extension of this 12<kl;)y period. P.owevc:, L=ee nuy aoc n:move casing from :my well capable ofproduc:ng oil 
and g:u in paying quantities. Additionally, Le=e may net draw and n::nove c:.:uing until after thirty (30) days wria.:o colic: to the Commissioner of the Gcne:al 
L.J.."ld Offic: and to the owner of the soil. The owne~ of the soil shall become the owne~ of any :nac.'littery, fix:ures, or =ing whic.'l J.re co t tin:cly re:noved by Lesse: 
under the ~rms of this i'~h. 

27. (A) ASSIGNMENTS. Under the conditions conuined in this par3.gr.~ph and ?;u-agraph 29 of this le=, the rights iUld escu.cs of either party to this 
lease may be :u.s igncd, in whole or in part, and the provisions oi chil lease shall c::tt~:nd to :llld l>e binding upon their heirs, devisees, lcgaJ n:pr-..senl3tives. successt~~ 
and assigru. However, a change or division in ownership of the land, n::u.:1b, or royalties w ill oo c e:tlarg: t.'!c oblig:uioc.s oft.=:, di:nin ish the rights. privi lq::s 
and Clt:ll.CS o f Lessee. impair the effec tiveness of any payment m:~dc by Lc~ee or impair the e!rc::tivcness of any act performed by ~e:. And no c.'langc or 
division in ownership of the land, n:nt01l5, o r royaJties shall bind L:ssee for any purpose until thirty (30) days after the owner of t.ltc so il (or his he:Z.S, devise:s, lcgll 
n:;:orescnutives or assigns) furnishes the Le:ssee with satisfa.ctorJ written evidence of the change in ownership, including the original n:corded muniments of title (or a 
cenilicd copy of sucll originaJ) wh·en lbe ownership changed bc-...;wse o f a conveyance. A total o r par.iaJ assignment of thiJ lc:ue shall, to the c::ttl:nc of the in~:-est 
assig..1ed, relieve and discharge~ of all subsequent oblig31ions uncle-: this le:ue. If this lease is assigned io its t::ttirety as to only part o f the a.c:re:J.ge, the rig.~c and 
option to pay rentals shaJl be apportioned as becwe:n the several owners r3Ubl y, :tc::ording to the an:.3 of eae!\, and fai iun: by one or a:ore o f thc:n to pay hi.s share of 
the n:nul shal l not :U'fect chis le:ue on the ?art of the land upon ·.yhich pro raU rentals an: timc:ly paid or t.enden:d; howcve:, if the assig:1or or assignee does not fi le il 
certified copy of such assignment in the Gcnc;-all.:lnd Office l>e !"on: the next n:nLJ..I paying daLe, the C:Jtin: le:ue shall terminate for fai lure to p:~y the en tin: rencl dee 
uncer P=gnph 3 . Every assignee shall suc;e:d co all rights and be subject to 311 oblig:l.tions, liabilities, and pe::1alties owed to the S!.J.L: by the orig:naJ lessee or lilY 
prior ass ignee of the le:lSe, including iUlY liabilities to the Sut:: ~or unpaid royaJties. 

(B) A.SSIGNMEYT UMIT A TION. Nocwithst:!nding 3/lY prov:.s ion in P~ph 2i(a), if U:e owner of :he soil acquire.:: this lc::uc in · ... !!ole or in pa.1 by 
assig-nment wit.'lout the prior wrin::t approval of the Convniss :onc~ of the Ge neral l..lnd Office. this le:lSe is void :u o ft.'l e tin:e of:u.sig::-~cnt 3/ld the asency ?o,.er 
of the owne~ may be forfeited by the Commissione~. A!t :usigr.ment will be t:rcat::d as if ic we;-e r:J3Ce 10 t.'le owr.er of the soil if the :u.sig;:e-: is : 

(I ) 3 nomine: of t.'le ownc: of the soil; 
(2) :~ corpor:l.tio n or subsidi3I)' in which the owner o ft.'le so il is a principal stockholder or is an : :nployce of suc!-JJ c;::rpor:uicn or subsiciuy; 
(3) 3 partne~ship in which t.'le owne: o f t.':e soil :s 3 p3ttrle: or is Jr. emplcye-: o f such l partners!lip ; 
(·1) :1 jlrincijlal stcdc.'loldc: c r e:r.?loyc: o f the C:lf?Or.u.ion wi:i6 is the O\loiler of the soii; 
(5) a partner or emp loyee in a parmc:-ship which is tJ:e owner of the soil; True and Correct 

copy Qf 
Original filed in 
RGJ§Ve~ County 
r~l- -1 ~- ~U- --



(6) a fiduciary for the owner o f the soil; including but net limited to a guartliall, tnJstc:, =ecutor, administrator, rec:<:ivc:r, or conscrv3 10( for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner oft!u: soil by marriage, blood, or adoption. 

- 28. RELEASES.- Under the conditioru contained in this par...g:3ph m d P;u-:,gr.1ph :29,..I.=sec ~ :u =Y time cxeC'.Jte .md deliver to the owner of th .
1 an~ place of record a rele3.SC or rele:uc:s covering any portion or portioru oft.b<: leased premises, :zx:d thereby surrender this le= as to such portion or ponions, ~~~ 

rel1eved of all subsequent obligations as to acrc:~.ge surrendered. If lilY part oftb.U I= is propc::iy surrc.ndeTcd, the delay rental due under this lease shall be red d 
by u'le proportion that the surrendered =age be :ITS to the acreage which W3:S covered l7y this I= immediately prior to such SUTl"e:lder; however, sucll rele:'ISe ~~~ 
not relieve Lessee of any ~abilities which may have a.cc:rued under this lease prior to the surrender of such acn::~.ge. 

29. FILING OF ASSIGNMENTS AND R.El...EASES. If aJ.J or any ~ of thU lease is assigned or released, such assignment or release must be TC:{)rded . 
tl:e ;ounty where the land is siruated, :md :be =rc!ed ir.strumcnt, or a copy of the rc~?rt!ed instrt:ment ecrti.fied by the County Clci of the county in which tlle Ill 

iru:trument is recorded, must be filed iD the ~ncnl Llnd Office within 90 dnys of the !ast c:x=ton ~ accompanied by the prc:saibed filing fcc. If ;my suc.i 
assignment is not so filed, the rights acquired under this lease shall be subjca to forfeiture at~ option of the Ccmmissioner of the C..:neral Land Office.. 

30. DISCLOSURE CLI..USE. All provisions pertaining to the l=e of the above-desai~ land have been incluc!ed in this instrument.. including the 
st:t..temeot of the true consideration to be paid for the c:x.c::utioo of this lease md the rights and duties of tbc parties. Any collau:ral agrttments conc:ming the 
d~clopment of oil and ps from the leased prei'Ili.se$ which are oct contained ill this le3.SC r=Cer this le= invalid. 

31. FlDUCIA.R Y DUTY. The owner of the soil owes the St:lt: a fiduciary duty and on=st fully disclose aoy fa.c::s affectin ~ the State's interest in the leased 
premises. Whe:1 the inte.-e:sts of the owner of the soil conflict with :.hose of the Swe, the owner of the: soil is obligmd ID put 11-.c: State's int.ercs1S before his personal 
int.c:r:sts. 

32. FORFEITURE. IfLe:s.sc: shall fail or refuse to malce the payment of any sum wil!l.i:n thirty days a..ft.c:r it becomes due, or ifL=~ or an authcriud 
a.gent should knowingly make any false rerum or false re;>ort conc:<::ning production or drilling. oc if Lessee s!u.ll fail or refuse to drill 3llY o!Uct well or wells in good 
faith as required by law and the rules and regul:uions a.Copted by the Conunis.sionc:-r of the C..:!lc:r.lli....J.nd Office. or if~ should fail to file rcpons in the manner 
required by law or fail to comply with rules and regulations promulgated by the C-c:nc:al Land Office. the School I....J.nd Board, or the :oil road Commission. or if 
~~should refuse the proper authority a.c:::::ss to the records pert:lining ·,~ xrations, or ifl.=ee or m :wthoriz:d agent should l::nowingly fail or refuse to give 
correct information to the proper authority, or knowingly fail or refuse to f. .:;.'! the Gcncr:L! 1....:111d Offie: a com:c:: log o f any we!!.. or if Lessee sh:Lillciowingly 
viol:ue any of the material provisions of this le:ue, cr if this le:J.Se is ilSSignd llld the assignme:Jt !.soot filed in t."le Gencr.ll L=d Cffic: as rcquir.d by law, tl:e :ights 
acquired under this lease shall be subjec: to forf.:in:.-e by the Commiss ionc, and he shall fon·e:t s=-.c: when suffici=tly inior.ned of the fac+-l ·,...hic!l authorize a 
forftoi~~d whe:~ forfeited the area shall J.gllin be subj~: to lease under the tams of :r. ~ R:linquishmcnt Act. Howevc,not.'ling herein shall be COll.Stl"Jed as 
wa.i·1l.g Ill~ automatic tc::mination of ;h.!.s le:ue by operation oflaw or by re:ISOD of JnY .· ~c:ial limiulJoo arising he;:::unc er. Forfei= m2.y be set aside and t.~is 
le~; V.C::!!I.rights th:::-eu.nder reinsULc:d before th: r: Y,ts o f another interVene upen sa8: ·c:cry md::~c: ID the Cor.unissione~ o f the C-e:~cr:L! Land OF.ic: oi furure 
c:crnpl!fnc:"-'ith the provisions of the law and of this le:!.Se and the :-ules and reg-.l lations that :nzy be aeopted relative hc.-e:o. · 

• ;lo 

• •• •33. LJEN. In a.c:cordan~ with T= Narur:ll Resources Cod:: 52.136, the St:lle shall have: a first lieo upon all oil and gas producd from the are3 c:>vered 
by ~i.loue•to sec:.:r:: payment of :1.11 unpaid roy:Lit"'J a."1d other sums o i :ncr.c:-; that nuy ~ :c::r:1e due under this lease. By ac..--:;::.:.r:c: of :his le:J.Se., Lessee gr.utts the 
Sl3tc, in addition to tl::e lien provided by T= Narunl Reso urc:s CcC:: 52..136 ar.d an) J thc applic::lble su.rutory lie::1, an e:x;:r-....ss con~ lien on and sec~t;' 
int:!:Zt~~ 1Q le:l.Sed minerals in and extraC"...e:l from the leased premises, all p=:!.s whic.'J rruJ)' a.c:=;ue to Lessee from the sale o f such leased minerals, whether such 
proeee~ arc held by U5se:: or by a thi.--d party, and all fottures on a."1d improvc.rnents to the le=d premi.s<os used io connection with the production or proc:ssing of 
such le:J.Sed ~inera.ls in order to secure: the payment of all royalties or other amounts due or to becor:le due Wlder this lease and to S.CC'.Jre payment of any damages or 
loss•.Jtat !.!.Oc r may suffer by reason of Lessee's br::ach of any cove:~ant or condition of this le:!.Se, whc:.her exp= or implied. This lien and security interest ml:;' be 
forc:c:osed ~thor without court proc...-:dingJ in the m3llner providro in the Title l, Chapter 9 oftbe Tc.xas Business and Commerc: Cocc:. ~e: agrees th.:u the. 
Co~u~ may require Lesse: to o:e::ut: and m::ord such instruments as may b<: :-:asonabiy oe=sary ID adcnowlc:dge, anac.'l or perfect this lie:\. Le:sse: he:-c:by 
represents that there are co prior or superior liens arising from and rc!atng to Lc= . J.Ctivities upoa the above-dc:c:iberl prcpe:ty or from ~ee's acquisition of 
this lease. Should the Commissione.r at any time detc:-:nine that this representation is not true, the the Commissioner may ceclar: this le~ forfeited as provided 
h.crc::n. 

34. POOLING. Lesse: is hercoy granted th: right to pool or unitize the royalty inter:s: of the owner of the soil unrle~ t..':is lease with any other le:J.Sehold 
or rniner:LI inter:st.for.the explon.tion. developme:lt and production of oil or gas or either of th= upon the same te:-ms as shall !:>e approved by the Sci'lool Land 
Bo ard and the Commissione~ of the Gc:!leral ~d Offi~ for the pooling or unitizing of the intcre:st of the Sut: under this lease pur~uantto Tc.x:IS N atur.ll Rcsour~ 
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this prevision in !his lc:a.s.e satisfies the cxc:C'~tion rcquir=:ents Sl3!.ed in Texas Naru.-:!1 
Resources Code 52.152. 

35. INDE:'>1N!1Y. Less~ hcr-::by releases and discha,rz:.s t.'le Su.te ofTexas a.Ed Ll!e owne~ of the soil, their offie.:rs.. emp loyees, par1ne:s, agents. 
con tr.lc:ors.. subcontr:1ctor3.. guests, invite:::s, and their respective suc:es.sors and assigns. oi and from all and any actions and causes o f action of every nature. or other 
h;u-rn. including environmental harm, for whic.'t recovery of damages is sought, inducing, but oot limited to, all losses and e~pe= which ar: =ed by the 
a~tiY!ties ofLc:.ssee, its offic:<:rs, employee3, wd ageots J.rising out of, incidental to, or resulting from, the: operations of or for~ o n the lc:J.Sed premises 
hc:-e::r .. i:r, or that may arise out of or be cc::!Sioned by Lesse::'s brea.c:~ o f any of the L:rrns or provisions of this A~:mc:nt, or by any other negl igent or stric:ly liab!e 
act c: or.1ission ofLes.se::. Fur-.hcr, Le:s.sc: he:-cby ag:.-e:s to be liable fo r. exonc:at.e, indemnify, de:c:~d and hold har.nlcss the Sr.ar..: oiTe~as and u'le owner oftbe so1l, 
their officers, employc:s and agents, their successors o r assigns, a.g:Unst any and Jll claims, liabilities, losses, damages, ac:-.ioru, pc:sonal injury (including delL~). 
costs and e:q:c:nscs. or othc~ h;u-:n for which rc:covert o f damages is sought.. unccr any theory including tort.. conlr':lc<., or s tr.ct liability, including artor.1c:ys ' fees :md 
other le~Jl expenses, including these r:!:ll..:d to env ironll':c::lt.J.I haur<!s, on the le:!Sed premises o r in any •;rsy re!Jted to L:.s.sce's faih.:n: to comply with any 311d 311 
e:-~vircnmental laws; those arising from or in 3tly way :-:!:u:d to l:ssc:'s oper:uions or any o ri:c:r o fl::ssc:'s activities o n u't c: le:!!d pr::::iscs; those arising fro m 
L.:sse:'s use of r.he surfac: of the: leased pr::nises; and ;...l!ose r.h;:.~ rr:.ly arise out of or be oec:J.S icncd by L -<<•: 's b reach of any oi :he tc::r.s or provisions of this . 
Agr:::nc~t or 3tly other ac: or o misSion o f L.:ssc:, its directors, oF.ic::s. employees, par1ners. 3-ge!ll;., contr.~c:-..ors, subcont"'::c:c~. :r;es ts. invite:s, :l.lld t..'le ir res;:c:C:IV C: 
suc::.:ssor; and :lSsigns. E3eh 3Ssignee oftl';is Agr:: me:<t.. o r an ir.le:-::st thc:-::in. ~rc:s to be liabl e fer, e:xcncrate, inc : mnify, de!'e :~d ;md :1old h=lcss the Sute of 
Tex: a.s and the ownc:~ oithc: soil. th eir offic::s. c::1plove:s. and ag:nts in the sar.~e manner ;1rovidd above in co nnecticn wit..'t L't: ac:ivices oiLess::, its of.ic : :;, 
e:nploye:s, :l.lld .:~gents as descr.bcd above. L'XC EPT AS OTHERWJS E EXPRESSLY LI~IITED HEREIN, ALL OF T.rU: L'o"'DE~L'HTY OBL!GAT10 1'iS 
A.'-;D' OR LlABILITIES ASSUMED u'l'DER THE TER.\olS O F Trl!S AGREn1E:"<T SHALL BE WITHOliT Ll~ I ITS A.""'D WITHOIJT REGARD TO 
THI CAUSE OR CA US ES T'nER.E O F (EXCLL"'Df:'\'G PRE·EXlSTf.'IG COI'"DmO:'iS) , SUt!CT LIABILITY, OR THE I';EG LICE:"iC.!: OF A.J'<Y ? ARTY 
OR PARTiES (INCLUD[I'IG THE NEGLIGE:"iCE OF TifE L'iD£,\f.'olF!ED PARTY), WH"'E"T.HER SUCH .'o'EGLIGE:'\ CE BE SOLE, J OI:i'IT, 

CONCL'RRE:'<r, ACTIVE, OR PASSI"Y"'E. 



36. ENVIRONMENTAL HAZARDS. Lasee shall use the highest de~c o( care and all reasonable sa!e~ds to p!n'ent contam~on or pollution f · 
:u'Y environmenul mediwn. including soil. surface waters, voundwuer, sediments. and surfac:.:: or subsurface strata. ambient a..ir or any other CIIVironrnentaJ medj 0 

• 

10. on, or under, the leased premises. by any waste, pollutant, or contaminanL l..cslee shall not bring or permit to remain on the leased premises any asbestos urn 
containing rnatuials. explosives, toxic material$, or substanc:$ regula.tcd as h.uardous wastes. b.zzardous materials. hazardous 5ubsunces (as the term ·Haz.udous 
Substance" is defined in the Comprehensive Environmental Rc.spoll.SC, Compen5ation and Lability Act (CERCLA), 42 U.S. C. Sections 960 I, ct seq.). or toxic 
5Ubstancc.s under any federal. st:ttc, or I<X:3.1 I~ or regulation ("Ha:z.:u-dous Materials"), except ordinary products commonly used in connectlon with oil and gas 
exploration 3tld development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PRORIBmON 
SHALL CON~ A MA TE.lUAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HAR.'rll.ESS AND 
DEFEND THE STATE OF TEXAS A."''D THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAL'-15, DA.'\U.GES, JUDGMENTS, PENALTIES, 
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTOR.~EYS' FEES AND COURT COSTS) CAUSED BY OR ARISING Otrr OF (I) A 
VIOL\ TION OF THE FOREGOING PROHIBmON OR (D) THE PRESENCE, RELEASE. OR DISPOSAL OF A.'fY HAZARDOUS MATDUAl.S ON. 
tJNDER. OR ABOUT TilE LEASED PRE.'\il.SES DURING LESSEE'S OCCUPA;'ICY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, RE.'-fEI>Y AND REPAIR A.'fY SOIL OR GROUNDWATER CONI"AMlNA TION A.'ll> DA.'rUGE CAUSED BY THE 
PRESE.~CE OR RELEASE OF ANY HAZARDOUS MA TER1A.LS IN, ON, UNDER. OR ABOUT THE LEASED PRE.'\OSES DURlNG LESSEE'S 
OCCUPANCY OF TilE LE.\.SED PR.OCSES IN CONFORMANCE WTlll TilE REQtiiRE~iENI'S OF APPUCABLE LAW. TinS 
lNDE."dNlFICA TION A.'ll> ASSUMPTION SHALL APPLY, Bur IS NOT LIMITED TO, UABILITY FOR RESPONSE ACTIONS UNDERT AKE:i 
PURSUANI" TO Cl:RCLA OR ANY OTHER ENVIRONMENT AI. L\ W OR REGUI.A TION. LESSEE SlLU.L L%\IEDIATE.L Y GIVE THE STATE OF 
TE.."C.AS AND THE OWNER OF THE SOU. WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF TBlS PARAGRAPH. UPON 
LEAR.~ING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS. OR UPON RECEIVING A NOTICE FROM A.'N GOYERI"''ML''TAL · 
AGEI~CY PERTAINING TO HAZARDOUS MATERLUS WlDCH MAY AFFECT THE LEASED PRE~IISES. THE OBUGATIONS OF LESSEE 
HEREUNDER SHALL Sv"RYIVE THE EXPIRATION OR EAlUlER TER.'rilNA TION. FOR ANY REASON, OF THIS AGREE.\fi:NT. 

37. APPUCABLE LAW. This I= is i55ued under the provisions ofTc:as N~ R.eso= Code 52.171 through 52.190, commonly lcnowa as the 
Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this IC3Se doe5 not confonn to these swutcs, the statures will 
pn:va.il over any nonconfonning le35e provisions. 

38. EXECUTION. This oil and ga5 lc:ue m\15t be signed and xlclowledged by the L=e before it is filed of record in the county records 3tld in the 
G.:neral Land Office of the St;U.c ofTcx.as.. Once the filing requirements found in Paragraph 39 of this IC3Se have bun satisfied. the effective d:w: of this lease shall 
be the due found on Page 1. · . ' 

• • • •• . 39. LEASE FILING. Pursuant to Chapru 9 of the Texas BusinCS5 and Commerce Code. thi.s lease mU5t be filed ofn:cord in the office of the County 
Cle14c itl'l!ny county in which all or 3tly part of the leased premises is I<X.lted. and certified copies thereof must be filed in the Gencr:U Land Office. This lease is nor 
effccli-until a certified copy of this lease (which is ma.de and certified by the County Clerfc from his records) is filed in the Gcner:ll Land Office in acc:ordance with 
Te~~atral Resources Code 52.183. Additionally, this lease shall not be binding upon the St21.c: unle5S it recites the acrual a.nd true consideration paid or promised 
for C¥CUiion of thu lease. The bonus due the St:ILC and the prclcribed filing fee shall ac:compa.oy such certified copy to the General Land Office . 

• • .. ·~ee Exhibit· "A" Attach d for Additional Provisions 
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STATE OF TEXAS 

BY:-:-:-~--------:---------
Individually and as ~gent for the Stare ofT e.-us 

Doro t hy 

Tho mas Hill Puff Trust Tax ID# 

STATE OF TEXAS 

BY:~~-~--~~~~~~----
ofd~i~~~lb~s31lfllflth~If~09".fm;t a n d as 

Due: of t he Nan c y Puff Jones Trust 

STATE OF TEXAS 

BY:.-:-:-~--:-----:--:~----=-==-----­
Individually and as agent for the St.ate ofTexa.s 

Da~=·-----------------------------------

Trustee 

Nancy Puff Jones Trust Ta.."'< ID#--

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



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

STATE OF ___________ _ 
(CORPORATION ACKNOWLEDGMEN'I') 

COUNTY OF _________________ _ 

BEFORE ME. the undersigned authority, oa t!W day personally appe:ut:d·----------------------------

known 10 me 10 bethera whose na.au: is subscribed to the fo~goiag instnlmcnt. as of 

-:--.-------:---,-,---------,...--..,...---.....,----..,..--..,-....,...---.....,.-~-:---:---:-:--·md acl:Dowledged to me that be executed the same 
for the purposes and coasideratioa thcRi.D c:xpt'C:Sled, in the capacity sta1cd, md as the act and deed of .said 1:01p0ralioo.. . 

Given under rrry hand and seal of effie= this the'------day of __________ __.· 19 __ . 

Notary Public ia and for __________ _ 

STATE OF ____________________ _ 
(CORPORATIO~ ACKNOWLEDGMENT) 

COUNTY OF ______________ _ 

BEFORE ME. the undersigned authority, on this day personally appc:at'ed'--------------------------

known 10 me to be the penon wbcne a.amc is subscribed to the fo~a:oiag instrument. u'------- ---------------·of 

-;--.-------:--.....,...,--...,----.,.-..,..----.,.-,------.,.--....,...--.,..,---,-,----:--:---:--::--:-:--md acknowledged 10 me that h.: executed the same 
fo r the purposes and c:oruider.u.ion therein expressed, ia the c:1pacity sl:iW:d. and as the act and deed of said CQrpor:ltioa. ' 

Given under my hand and seal o f office this the ___ ~day of __________ __. 19 __ . 

• •• • • • ••• 
•••• • • • •• • 
• 

• ••• 
ST ...\n..Af. TEXAS .. 

Notary Public in and for _ ________ _ 

(INDIVIDUAL ACKNOWLEDGi'vfENT) 

COtlf"'l' pF TARRANT /J 

• Keenom .cr:~ 
perc~ me, the undersigned authority, on this day pc.-sonally :~ppe:=d nnrothy Jean -ftj-l-1-. India 1 1 y and as 

~t:,t~e of the Thor.1as Hill Puff Trust and as TrUstee of the-Nancy PU r Jones l'rust 
len own 10 me to be the persons whose a::unes are subscribed to the fo~going instrument. and acloowledgcd to me that they c.xccuted the same for the purposes and 
co~.t~:n therein expressed. 

• • _, .... .. -.. . .. 24 th September 98 
Given under my hand and ,,., da of~,..c;+------:::-------T---' - --.,..--· 

, .... ~~'fi:.::,. 
t:~I'f.\ 
\•} .. ~.~} 

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

.RMMIE L. HOOKS 
MY COMMISZION EXPIRES 

March 7, 2002 

(INDrviDUAL AC!OlOWLEDGMENT) 

lcrlown to me to be the persons whose names are subscribed to the foregoing instrument. and acknowledged to me that they c.xccuted the same for the purposes and 
c:onsider3tion therein e::tprcssed. 

Given under my hand and seal ofof!Jce this the __ _::..:2_~~--day of 

fi~. MONICA MARLOW~ 
;;{~{~~ NOTARY PUBLIC 
\u:.'·~Ji!!(j~} State of Te;.;.as 
~~!;~' Comm. Exp. 10-30-99 

' 

frl~ ~___;_q ~=----
Notary P.~blic in and for _ ___.:f-1.:..~---=-------

True and Correct 
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 Keenom ~~z__ 
dated August 19, 1998 by and between Dorothy Jean HiH, Individually 

and as Trustee of the Thomas Hill Puff Trust and as Trustee of the Nancy Puff Jones Trust, 
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 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 a ll pipelines and electrical transmission lines. 18 inches 
deep below the surface of the ground. 

s.·. U!~see may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which this 
• Mase 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 
• • ~p ly those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of 

• •• M leased premises . 

• 
1 .:•t-roovithstanding 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 
• •• .,.tvriting if fresh water is encountered during drilling, or if a fresh water formation is penetrated. 
• • 

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

9. Upon written demand by the owner of the soil, Lessee shall build and maintain fences around its s lush, sump and drainage pits 
and tan.l< 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 p its 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 sha ll restore the surface to as nearly the state that it is in at the time of execution of this lease. 

II . If a ll 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. 

CERTIFIED TRUE AND CORRECT COPY CER1Jf'i_ATE 
STATE OF TEXAS FILE NO - :::::us I 
COUNTY OF REEVES F.::rLED :- ill 'i L 98 The above and forega~ng IS. a fUll 1rue and correc(plio.ograjlhle copy of lhe 
ong nal record now m my lawful cuslody and posses5lOO. as lhe same 1s 
hied! " ' ' 
~-BE RECORDED 1N THE 
OFFICIAL PrrRLIC RECORDS 

.. ~-;.!f>.';;;... -J heteby cenfted on __ ::.ll./_5 /_9 8 

f·f~--~ J ~t.'·· DIA~NEJ{. F , OUNTY CLERK 
\'l~:..J REECS u l'Y, TE 
~~~~~ 0~ .. ~ 

·····' ' c ,,, BY ~ _ DEPUTY ....... J.rgJ.nia Palomino 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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eaeral L.aad Office 
RellaquiJhmar Act Les.sc Form 
Rtv\Jcd, S<:p te mbc r 1997 

OU. A."'D GAS LEASE 

nns AGREF,.'r{ENT is made md c:nt=:d into this 1 9 day of Au q us 1::19 9 8 between che state of T=. ac:in& by a:od through its 
~~~ K PW Reybca ble Trust; KSW~ocable T r u s £1;and KLH Revo cab le T rust 

------~~~~~~--~-------=--~--~~~~~~·Of~~~~--~~~~--~~~~--------------~------5 5 0 B a i l e y Ave • • S uite 3 0 2 . F o r t Wo r th . Texa s 76107 .said ~e:u 
(Give Pc:ml3nc::!t A.dd:!=) 

bc:e :n referred to a.s the owner of the soil (wbctlxr one or more), :md._-;C~l~a~y-:":' ... J_,o~b~n..,s~oun..._--=----::-:----::-::--:::--------
203 W . We ll. Snit e B O O or 
Mid land , Texas 7 9 7Q J 

(Give ?e::mmcnt Ada=) 

1. GRA.'ITING CLAUSE. For a:od i.a eoasidc.-:ttioa o ( the :m10unts stl!ed below 31ld of the eov=ts a:od agree= a to be paid. lce;lt a:od pcrformc:! by 
1-=« under this le3Se. the St:u.c ofT= actin& by m d through the owner of the soil bc:rclly gr:xo:ts. 1= md lC'tS = L=ec. for the sole a.nd only p~.~rp<»e of 
prospeetins md drilling for and produc::ng oil :md g:u.. laying pipe linc:.s., building bnks. stcriog oil 3Dd building power swion.s. tclepbcne Jioc:.s llld other nruc::urc.s 
thcn:on. to produ~. s:rve. talcc: = ot: tt'l:3t md :nn.sport said produ= of the lc::uc. the: foUowing lands sitl131c:d in Reeves Coun~:y, St:lU: 
ofT c:=s. to-wit: 

• •• . . .. 

The South 360 acres o f Section 3 0, B lock 55, Townshi p 5, 
T &P Ry . Co . Sur vey • 

cont!in~""g---=3-=6"-0;::._, ___ acr.:s. mere or Jess. The: ~nus conside:-:uion paid for th.is lose is a:s follows: 
•••• • • • •• • 
• 

••• • • • ••• • 
• •••••• • • 

• 
• •••••• 

To the Sc:u.cofT~~~=-~T~w~o~T~h~o~JJ~s~aun~d~S~i~x~t~y~~t~w~aL-~a~n~d~~S~O~.~/~lwO~O~~~~~~~==~~~~==~~~ 
D<lll:m (S ___ ~?<-+-• .u0u.6 .... 2<---5u.O...__.Jl 

To :he owr.c:: of:he soil: T wo T hous a n d S i x ty-two a n d 50/100 - - - -------------- - --
D<lll:m (S. ___ _ ?~, ..~,Ou6;1.2L--,;,5u0.~-_...~ 

T oul bonus consicc::'3.tioo: Fou r Thousa nd O n e H undred Twenty- five an d N o /1 0 0 ----
Dollan (S·--~4._, . ...,1 .... 2:...5 ............ 0..u0...,_ __ ___, 

Th~ :Ot.J.c~nus conside;atioo paid n:yresou a bonus of. _ __ F..:i~f-:t::-y~_a,::.::n:-d;;.__..:N..:...::o.:./-:::!..:0:...0.::..,_-_-_-_-_-_--=--=-----=---_-_-_-_-_-_-_-_-_-_-_-_-_ 
...... D<lllan (S 50 . 0 0 ) pc:- = , oo 8 2 . 5 net a=. 

2. ~::t.\1. Subject to :!lc: other provis ions in this lcJSc. this lcJSc: slull ~ for J. :c:rm of Five { 5 ) years · from this dJL: 
(he~ :n c::LIIcd "prim:uy :.C:.."r.l ) md lS lon g :!:c:~J.ftc:r JS oil :md 53S. or e ither of :hc:n. is pro<!uc:.:d :n pay:ng qu:uuitic:s ~om said land. 
As used in this ICJ.Sc:. the. tern "produc:.:d i.a pzy:rtg qu:r.nticc:.s• me:ms th3t :he: n:c::ipts from me sale or ether :wthoriz=d comtr~:aJ '-!Sc of :."ie subs~c:.:(s) c;ov: :-:d 
cxc::::d out of poc: lc: t opc:'J.Conal ~~c:ns.c:s !'or :be si~ menth.s lasr past. 

3. . . Delay Rent:tls: If oi l or gas in paying quJntitic:s is not being produced from the premises on the first =ivcrs:lr}' date: of this Lease Jnd 
there :ue then no drilling oper.u.ions being conducted on the premises. then this leJSe shall t.enninatc: unless. on or before: such anniversary date:. 
Lessc: shall pay, '/,directly to the owner of the soil and a like amount prud or tendered to the COM;...f!SSIONER OF THE GE)[ERAl. LAJ'JD 
OFFICE OF THE STATE OF TEXAS. AT ALiST!N, TEXAS, :1 delay rent.J.J in the amount specified in the: followmg schedule muluplied by the: 
number oi acres then covered by this lease, whach payment. when timely made, shall continue this leJSe for a period o f one ( 1) Jdditional ye:u In 
like manner Jnd upon payment of the amounts set out in the following schedule, this leJSe may be further connnued for successive one-ye:u penods 
during the primary term ofthas JeJSe provided that payment is made: on or before: the anniversary d:~te. 

Aomvccs:uv Date De!av Rc::n:ll per Acre 
First S 1.00 
Second S 1.00 
Third S !6.67 
Fourth S 16.67 

True aRd 6aFFest 
copy of 

Original filed in 
Reeves County 

Clerks Ofi1ce 



. 4. PRODUCTION ROYALTIES. Upon produc:-::on o f oi!Jnd/or &:l.S.. L:.s.se: :lgl'C.::S to pay or e.=se :o be ;~aid one-half (112) of the royalty 
prov1ded fo r in this leJ.Se to the CommissionCT of the C-ener.ll Llnd Office of the St.JL: o fTex:u, :u Austin. Tcx:u, and one -half (112) o f suc!l royalty to the own f 
the soil: er 0 

(A) . O!L ~y~=-; ;:.::j' ~l.:: c;,; o:I, .,hie!'! is "<!c:incd :IS including lll hyero~boru produ~d io a liquid fo r.n at the mou:!l o f the well md-al.so as all 
conde:u.u.:, distill at.:, and othCT liqu id hydroc.:1rl>ons re:ovc:-:d 5-om oil or gas run throug.h a S<:;lan.t.Or or other equipme:1t, :!.S be:-einalk: provided., sh.,ll be 

3 /] 6 part o f the gross produc-.io n o r the marlcet value thc:eo(, :u the optio n of the owner of the soil or the Commissionc:~ of the 
Gc:1c:r.:U Lllld Offi~. Stl,f1l value :o be dc:-.e.::nined by I) the highest pos-..ed pric:.. plus jlr=::tium, if any, offe:-ed or paid fo r oil, conde:uate., distill;u.e. or other liqu"d 
hydroC-'ll'!xln.s, respcc:tiv~ly, o f a like type JI!d ~ty in the g:n=U ar= whe.-.: produ~ and whC'll run, or 2) the highest :narlc:t pric:: thereof offered or paid in~ 
g::'ler.:\1 :Jr...:l whc:e produced and wbe:t run, or 3) the gros.s p=:is o f the sale thc:c:o{. wrue.'tever is the grt:.'UCT. u s.se: ~....s thJ.t !:Jefore :my g:u produced fro the: 
lcJ.SCd prcmise.s is sold., used o r proc:s.sed in a plant, it will be run fi-...e of cost t.o the royalty owne:s through an adequat.: oil :md p.s separ:uor o f coove:niona.l ~ 
othe~ equip me :It J.t le;ut a.s efficient, so that all liquid hydro~r.s recoverable from the p.s by suc!lmc.:uu will be re-...ove:::i The rcquirt:ncot that such gas be or 
throug.i 3 separ.uor or other equipment may be w:Uvd in writing by the royaJty own~ upoo sue.'t t.enru and conditions as :hey prc:sc:ibe. run 

. . (B) NON PROCESSED GAS. RDyaJty on an! ga.s (meluding tl:l.t'Cd _ga.s), wlli~ ~ de fmed a.s lll hydroc.:1rl>o~ and gaseous subsunce.s not defined 
as Olllo subpar:tgr3ph (.A) above, produc::d fro m any w.:ll on =d land (c::xcept a.s provtded hCTelll w1th rc:spcc: to ps ;rro=d 10 3 plant for the extraction of 
i::l.SO!ine, liquid hydro=bons or othr:r produ.c::s) shall be 3 / 16 part of the gross produdon or :.'te r=rl::et value th= f. J.t the option of the 
owner of the soil or the Commissioner of :he ~e:-a! Llnd Offic.:.. such vaJuc: :o be ba.sed on the highest marlcet pric:: paid o r otTe:ed for p.s o f compOir.lble qll3.!ity i:a 
the :c::1cnl = where produc:d aod whc:1 run, o r the gross pric:: paid or offered to the produc..-r, whic..'tC'VCT i.s the gre:u.cr, provided that the maximum p=uz-e !lase 
in m~ng the gu under this IC2Se shall not :u my time cxcu:d 14.65 pounds per~= inc..'t a.bsolut.c:. and the standard !l= ttmP=Illll'= shall be sixty (60) 
degrees Fa.hrenbeit, corn:ctio o to be made !"or jli"CS.SUJ"C = rding to Boyle's Law, and fo r specific gr:rrity ac:::ordiog to tests made by the Balance ~e!.hod or by the 
most :J.pproved method of testing being used by the industry at the time of testing. 

(C) PRoc-o:o.SSED GAS. RDy:l.!ty on any ps pro=ssed in J. g3Soline ?I ant or other plJ.nt for the rc:ovc:ry of g:l.SO!ine or othr:r liquid hydroc.J.t.>oc:s 
shall be 3/16 part of the :-aidue g:u :1nd the liq:..tid hydrocar.:>ons c::x:rac-.:d or t!le marlcet vaJue ther.:cf. at the option oft.':e 
owner of :he soil or :he Comr:Ussioner of :he C-e:1C!'"J..I LJ.nd Offi=. All royalties due ~e:::a shaJI be ba.sed o n one hundred ;lC~:lt (100%) of :J:e :ou.l j)lam 
produc:icn o fr:::.sidue p .s ~but:lble to ~3S ;Jroduc:d from this le:ue, and on fifty ;:ert:--:lt (50~'•), or :h;u ;lere..-:Jt 3C:;n~ing :o ~see, whic!levr:r is the :;re=~. of:hc: 
t.ou.l plant produc:ic~ f liquid hydro~bons JJ::iouub le to the gJ..S produ~d from this lc:J.Sc:; provided that if liquid hyc!rcc:u:,On.s li'C :e~ve::d from g:lS prc=ed 
in J. plant in ·>.'!Jic.i ~c:e (or :cs ;>a.~:lt, suos idi:uy or J.ffili;ue) owns an interest, the :'I :J:c: ;:e:-..::1uge app licab le to liquid hyC:.-o=bons shall !:Je !ifty pe=:u (S(W.) or 
the: :-.igilest ;x:-c:::1t Jc.::.--uing :o :1 :hird party ;>rccess:ng g:u throcg.'l sue!'! plant unc!e: 3 ;:roc:ssing Jgrc: :ne:lt :Jqotiatd :u J.'7:1'S le:lg'.h (or if :he::-: is no sue!:! third 
p~;. tJ1'e.,'lig.':c::st pc:-c:--r~t thc:1 O.::.ng spe:iii:d in proc::ssing ~=:n~ts or concnc:.s :.n ti:e indw:ry), w hic::c:ve: :S the ~:u::. The :espeo;::ive royaJtic:.s on rcsic!ue g:u 
an~clfl'lquid ;,ydrc~ons s~aJI ':>c c!e:e::nined !:Jy I) the hig.'les: :naric: t price p:Ud or oE:::d for any gJ..S (or liquid hyC:.-;;c::..--=cn.s) ofcompll"J..ble qu.llity ~t.'te 
g-~~e:t.. o r:!) the gross pr.c:: ?aid or oc::d :'or such rcs idce p..s (or the we!g.'lt.:d :IV:..-:lge gross selling jlric: !'or ~!Je =~~ive gra.c!es of liquid hyercQCbons), 
wh+c!hev« is :he gn:.:u.::. In :10 eve:1t, howev~. shall ~'le roy:litie.s pay:l.b le unde~ this jl~h be less t.!Jan :.'le royalties whic!:l would !uvc ':>c: :1 due !'!J.d the glS ~ot 
be:~ processe d . 

•••• 
• ••• • • (0) OT.-iE~ ?RO Dt;CTS. Roy:llt"f on c~n ~llc~ sulphur or :l.'lY oth~: prccuc-..s proc!uc::d or or.J.nU:J.c:ur:d :':-o l":l g3S (exc: ;n:!ng liqu id hyt!roo\rcons) 

whe:.'le: ; aid g:u ~e · ca.sing.he:Ld, • ' dry, • c r lilY o the: ,5J.s, by !'rac:ic naer:g, burning or ;u:y othe~ ?ro=sing shaJI :e 3./1 6 part Ji :.":e 
~C~=duc:ion of suc!:l procuc::s. or :he: ml!k:l vall!: the:e:>f. :u :.'te option of :he 0 "'7.C7 of :he ;oil or the Commissicr.e~ of :he Ge~e:-:11 L..lnd Or.ic:. sue!'! :n:!tk:: 
valJc :o b< J e:.e=ined 3S fo ilo ws: I) on t.'le ':lasi.s of:.'lc hig.'lest r.:arx: : pr.c: oieJch ;:roduc:: fo r the s:unc :nonth in whic:!:l sue!'! ~roduc:: is procuc:d, or::!) on :.~e 
b:J.S IS of.the JVe~: Jl'OSS sale pric:: o f :~c."' proCl!C! fo r the SJme ;r.ont..'l in whic!'l sue!'! rrcduc:.S at': produ~d; whic!'!e•te: is :.'tc: gl'C'l!C:. r 
•••••• 

• • 5. :-.ffi':I:'.Il.JM ROYALTY. Duri:1g J.nY yeu J.fte: the :xpirJtion of the ;Jrima.'Y :.e~ of this !c: J..Se, if this lcJ.Se is :nainuined ~y ;Jrodudon. the royalties 
'~~=~ this !eJ..Se in no event shaJI 0.: less than J.n :unount equal to the t.ou.l JIUlUal delay r::1t.• l he:: in providc:l; othc::--.lf\sc:, the::-: sh:til be due m d payable on or 
h!!or: ~e last CJ.y o f the mon:.'t suc:;.:::ding ti:e =ive:sary dat: of t.iis le:uc J swn e:;u:l.! :o the :ou.l JJUlual n::1tJ.I !css :he :u::cunt of royaJces paid during the 
pre:;eding ycl!. M"il~pit; cf!:hi;, le:tSc jee:s .tot J"1,oe.:f; 1 de!3) I - .. ul 311'lOtlut; tl\e:~ :·or the jlurposes of this ;Ja.-:~pph. t..'tc: delay r::1u.l :unount ;hall be one 
dollu (S 1.00) ;:CT ac.-e. 

6. ~OY AL TY 11'< KIND. Nocwit.'l.stJ.nding m y othe: jlrovisioo in this le:ue, at lilY time or from time t.o time. :he owner of the soil or the Commissionc:­
of the Ge:lc:-:11 Llnd Offic:: may, ;u :he option of : ! t..'l~. upon not le.s.s !tan sixty (60) c!<lys :1otic:: t.o the holce: o ( the le:ue. ::~ire :h:u the payment of m y royaltic:s. 
ac:::uing to such royalty owne: undc:7 this !c:J.Se b-e :nJ.C!e in end. T:1e owner of the soil's or :he Commissioner of :!le Gc:1e:-aJ Llnd Office's rig..,l :o talc: its roy:lity Ill 
lc.ind shall not diminiSh or ne g :u.c: :he owne~ of the soil's or the Corr.missioner oithe C-e::e.~ Llnd Offic::'s rights c r L.:sse:'s oblig:uions., whe:.!ler express or implie:l 
unce: this leJ..Sc. 

7. SO DE:JUCTIONS. L.es.se: J.g:"C:.S th:u lll royalties J..C~ing unde~ this le:ue (inc:!uding those paid in k:nd) sha.il be wit.'lout de:!uc:io n for the c:ost of 
prcduc:ng, g3t.'tc::ing, Storing, se;J=ing. ~:lling, de!'!ydr:uing, compr-....s.sing. proce.s.sing. :nnspor-.ing. ar.d otherwise m~ng :he oil, gJ.S md other produc-.s · 
her:ander ~y fo r saJe or use . Lcsse: ~....s :o com put= md pay royalties on the gross v:Uue :-ec:ived., including :1ny :e :r:lc~=e:lts for seve::111c:: !.l.XCS :1nd 
produc:ion r:!:lt:d costs . 

8. PL-\NT FUEL A. 'I'D RECYCLED GAS. No royalt"f shaJI ':>c pay:lble on ;u::' ~J..S 3S may Tejlrese:lt t.'l is le:ue's ;:roportior.a.t.: share of :lOY fuel u.sd :o . 
proc::ss ~JS ;JroCuced :-. e.--.: unc=~ in any processin g pb .. -:t. NoC'Nilhs:=cing :1ny othe: ;nov:S:o n o f:.'tis le:ue, J.nd subjec: :o :h: ·NTir-...::1 conse:1t of :he owne~ of:ll~ 5~ ' 1 
:1nd :l:e C.:lmmiss ionc~ oi the C-e~c:-:11 L.lnd Offic:. ~sc: m~y :-:c:,c!: ~J..S (or g3S !i t. ;:u:;:oses en :he lc:J.Scd ;Jrc~ises o r :"cr :.nj e::-.ion into :1ny oil or ~3S ;:roduc:ng 
for.nJtion unce:ly ing :.'lc leJ..Sd pr:::1is::s J..~:: :t.c lic;u id hycroc:uxn.s .:ont.'lind in :.':c: ~:!.S ~ave ~c::1 r::novd ; :10 roy:Ut:es shall be p~y:!b le on the :-:cyc!ed g:!S 
until it is ;>rocuc: d :1nd sold or used by Less:: in :1 m.1r.ne~ whic !'l :::titles :he royllty ow::e:-s ~o J royalty ur.c:~ this le:ue. 

9. ~OY AL TY PA '0G:.'iTS .-\..'·;D R.S?C~IS. Ail roy ;lj :ies ::ot t.Jk::1 in :..:::d : :-. llll:e ;laic! t.o ti:c Cor.-.::: issicr.e: ;:, f :.':e Ce~c:..l Llnd Or.ic: :u ,>.us;i:l, 
TexJ.S, in the ~al lowing :n:llUle:: 

'I. •c~ 
Plyr:lc!1t o f :oyllt"; o n ;JroC'Jc::icn oi oil u.d g:u shall ce JS ?rov!cc d :n tr.c rules s.::: !'c:--_i in :.':e Te::::-s ~:g:s t.: ~ . Rul:s c:.:..-:-:~tly provide :.':at roy:Llty .0 " ~· IS d .. 

ar.d ;:11.!5t ':>c .-::::vcd :n the: G e::e:aJ L.lnd Of::c:: vn c~ be:o r: :..'le 5th day oft.he sc::onc! ~c:1t.'t s:.~ c::...-: :!:ng :.'~ e mc:::.'l o r ;Jrcd:.:c::cn. :u;d roy:Llry on gJ.S IS due. J1l f· '-c 
mus: '::e rcc: iv : :! in the C-e:: ::-:11 L.lnd Oei~ e n cr b<::";:rc tr.c 15t.'l ;:!Jy oi:he sc:or.d r.:o n:..1 ;uc:;.:::cing the: :nont..'l oi;Jrccc~:.:cn. J..C~r:lp:lll i c:d by the J.ffi~JVIt ~: -~ oi 
own~: . :n:>na.g :r o r ol!-.c~ aut..":criz: d 3g:::t.. cor.:plc:: :! 1n t.'le !'crm :1.-:d :nannc r pr:s~:O:l:c: :! '::y :he C-::::e:..l ~-:c OF.:~ .md :::c·..,:ng :l:c ~css J..,ount J..r.~ d•s~~s.t.::t:cn 
:Ill .:ld and gJ.S ;: roduc: d .md :.1e m;uk: : vaJce .:li :..'lc oil and gJS. tcg: :.':c:: ·.wi:..1 l ::.cpy o f J.il ~oc:.Jr::c ::lS, r:~r:!s or :e;:c r.; .;;;:r. ::r.ning :..':e ~cs~ ;~roduc:1or .. Jspc ' 



... 
«lld market value: Including gas meta readinp. pipeline receipts. ps line receipts md otbct c:bcdcs or IDCliiOnll<b of amount produ~ and put into pipeline$, bnlc.s 
or pools and gas lines or gas Stor.lic:. and any other reports or =rds which the General Land Office IIU)' require to veri.fY the gros.s production, disposition and ' 

• ma.rlcet value. In all eases the authority of a manager or aaent to act for the Lcs.sec hcrc:in must be filed in the Gcncral Land Office. Each royalty payment shall be 
accompanied by a theclc stub, schedule:, SUitlJ11U)' or other mnlttance advice showing by lhc as.sipcd Gcncta1 Land Office Jc.ase number the amowu of royalty be' 
paid on eac:.h lease. lfl.a3cc pa)" his royalty oa or before thirty (30) da)" a.fta-lhc royalty payment was due:, then Les.see owes a penalty ofS% on tbc royalty or Utg 
$25.00, whachcvc:r is greater. A royalty payment which is ovc: thirty (30) chys late shall accrue a penalty of IQ-h of the royalty due or S2S.OO whithcvc:r is &I'Ca1cr 
In addition to a penalty, royalties shall accrue Interest at a rate of 12% per year; such interest will begin accruing when the: royalty Is sixty (60) days ovc:rduc. • 
Affidavits and supporting documents which are not filed when due shaiJ incur a penalty in m amoant set by the General Land Office administrative: rule which Is 
effective on the date when the a.ffidnit:s or supporting documents were due. The~ shall bc:lr allre3ponsibility for paying or causing royalties to be paid as 
pn::scribed by the due date provided hc:rcirL. Paymem of the delinquency penalty shall in no way operate to prohibit the Stale's right of forfeiture as provided by law 
nor act to postpone the ~n wbith royalties were originally due. The above penalty provisions shall oot apply in ca.sc:s of title dispute as to the State's portion of 
the royalty or to !hal portion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTIIER RECORDS. l.c$scc shall annually furnish the Comm.issjoocr of the Gcocral Ul!d Office with 
its best possible estimate of oil and gas n:scrvcs underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts IDldcr 
which gas is sold or.proc:esscd and all subsequent agrc:cmems and amendments to such contracts within thirty (30) chys afta c:otering into or malting such co~ 
agreements or amendments. Such contraas and agreements wbc:o received by the Gcocrall..md·otlice shall be bdd in confidence by the Gcnc:rall.and Offic::e unless 
otherwise authorized by Lc:ssc:e. All other contniCtS and records pcrtainmg to the production, transportation. sale and marlc:ting of the oU and ps p~ 00 said 
premises, including the boolcs and accounts, receipts and dUchargcs of all wells, tm1cs. pools, metm. md pipelines shall at aD times be subjc:c;t to inspcc:tioo and 
examination by ~ Commissioner of the Gc:ncr.al Land Office:, the .Attorney Gcnc:nl, the Governor, or the rcprc:scntative of aay of them. • 

(B) PERMITS, DRD..LING RECORDS. Wriacn notice of all opcralions oo this lease shall be submiaed to the Coaunissioner of the GcncnJ 
Land Offia: by Lessee or opera1or five (S) day3 before spud dare:, woricovc:r, re-<ntty, tanponry abandonment or plug and abandonment of any well or wells. Sud! 
written notice to the General Land Office shall ioclude copies of Railroad Commission forms for application to drill Copies of well tats, completion reports ·and 
plugging reports shall be supplied to the General Land Office at the time they are filed with the Te:us Railroad Commission. All applications, permits, reports or 
other filings that reference this lease or any specific: well on the lc:ascd premises and that are subm.itted to ~e Texas Railroad Commission or any other governmental 
agency shall include the word "State" in the title. Additionally, in aceordana: with Railroad Commission rules, any signage on the leased premises for the pwposc of 
identifying wells, l2nlc batteries or other associa1ed improvements to the land must also include the wwd "Stan:. • Lcs.sce shall supply the General Land Office with 
any records, memoranda, accounts. reportS. cuttings and cores. or other informacion relative to the opaation of the: above-de:scribcd prcm.iscs, which may be 
requested by the GcDCTai Land Office, in addition to those bcrcin expressly provided for. Lcs.sce shall have: an clcctric:al and/or radioactivity survey made oa the 
bore·hole section, from the base of the: surfa.c:: casing to the total depth of well , of all wells drilled on the above dcsaibcd premises and shall transmit a tt}le copy of -
the lol of !ada survey on eada well to the General Land Office within fa.ft.c= (I 5) days a1\cr the malcing of said survey. 

• • • 
• • • (C) PENALTIES. Le:sscc shall incur a penalty whenever reports. documents or other materials arc not filed in the General Land Office when 

duee ~~nalty 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 ~raJ 
LanifOffic!. ' "' 

• 
• • •• • .11 . DRY HOLE/CESSATION OF PRODUCTION DURING PRJMARY TERM. U: during the primary term hereof and prior to discovery and production 

of oit~P !as on said land, Lc:sscc should drill a dry hole or holes thereon, or if during the primary taro hereof and after the discovery and acrual production of oil or 
&<1\~~.~e leased premises su.ch production thereof should cease from any cause, this le3Se shall not taminate if on or before the: expir.u.ion of sixty (60) days' nom 
da~fco111plc:tion of said dry hole or ccssa1ion of production Lessee commences additional drilling or rcworlci.ng operations thereon,. or pays or tenders the next 
annual delay rental in the same manner as provided in this lease. If, during tlle last ye:u- of tlle primary tenn or within sixty (60} days prior tllercto, a dry hole be 
complc:te4 and abandoned, or tlle production of o il or gas should e=sc for any c:~usc, Lessee's rights shall remain in full force and effect without further operations 
un~ tlrt!~piration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, l.c$scc may maintaa"irihiS 
lease by fiPnducting additional drilling or rcworicing operations pursuant to Paragraph 13, using the expiration of the primary tenn as the: date of cessation of 
P~~ft~ under Pa.ragnph 13. Should the first well or any subsequent well drilled on the above: dcsaibcd land be completed as a shut-in oil or gas well within the 
primary tenn hereof; Lc.ssce may resume paymc:ot of the annual rental in the same manoc:r as provided herein on or before the rental paying date following the 
expintion of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure: to make such p~ment, this lease shall ipso facto 
terminate. If at the expiration of the primary tc:nn or any time therca&r a shut-in oil or gas well is located on the leased premises, payments may be made ill 
accordana: with the shut-in provisions herc:o.( 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM It: iLl the expiration of the primary term, neither oil nor gas is being 
produced on said ltnd..but Lessee is then engaged in drilling or rcworic.ing 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 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 
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this IC3Se. 

13. CESSATION. DRILLING. AND REWORKING. U: after the expir.u.ion of the primary term, production of oil or gas from the leased premises, after 
once obtained, should cease from any cause, this le3Se shall not terminate ifUsscc: commences additional drilling or rcworlcing 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 faith and in worlcrn.anlike manner without 
interruptions totaling more than sixty (60) days. If such drilling or rcworicing operations result in the production of o il or gas. the lease shall remain in full force and 
effect for so long as oil or gas is produa:d from the leased premises in paying qU31ltities or payment of shut· in oil or gas well royalties or payment of compcnsa.tory 
royalties is made as provided herein or as provided by law. If the drilling o r reworlcing operations result in the completion of a well as a dry hole, the lease will not 
terminate 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 
shall remain in effect so long as Us.see continues drilling or reworking operations in good faith and in a worlcmanlikc: manner without interruptions totaling more: 
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHliT·IN ROYALTIES. For pwposes of th is paragraph, "well' me:w any well that has been assigned a well nwnber by the state agency having 
jurisdiction over the production of oil and gas. It: at any time after the c:xpir.u.ion of the primary term of a lease that, until being shut in, was being maintained in 
fo ra: and effect, a well c :~pablc of producing oil or gas in paying quantities is loc:ued on the: l c:~d premises, but o il or gas is no t being produced fo r l:~clc of suitable 
production fac ilitie3 or laclc of 3 suitab le market, then Lessee may pay as a shut· in o il or g:u royalty an amount equal to double the: annual rental provided in the 
lease , but no t lc:ss than Sl ,.200 a yc:JI fo r eac h well cap:~b lc of producing oil or gil.S in paying qu:mtitic:s. lfP11~ph 3 sf this lease: dccs not spceif) a deJ a) ,,,.c.al 
~o·ma, •be A fo r the: purposes of Ill is par3gnph, the dcl 3y n:ntal amount shall be one doJIJI (S 1.00) per acre:. To be effective, each initial shut-in oil or gas royal ty 
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must be paid on or before: (I) the expiration of the: priDwy tenn, (2) 60 days altcT the: Lcssc:c: c:ca3es to produce: oil or gas from the lea.sc:d premises, or (3) 60 days 
after ~e completes a drilling or reworidng opc:ntion in accordance: with the: !use provisions; whlchc:ver date: is latc:st. Such payment shall be made: onc:-half(l/2) 
to the Commissioner of the General l.md Office: and onc-half(l/2) 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 ofth.e lease for a period of onc: year from the end of the: primary tcnn. or from the: first day of the month 
fo llowing the month in which production CQSed, 111d, after that, if no suitable: production facili ties or suitable marlcet for the: oil or gas exists, Lc:s.see 1'03)' extend the: 
lease: for four more sucees.sive periods of one (I) yar by paying the same: amount each year on or before the expiration of each shut-in year. 

JS. COMPENSATORY ROYALTIES. I( during the period lhe lC2SC is lccpt in effect by pzyrncnt ofthe shut-in oil or gas royalty, oil or gas is sold and . 
delivered in paying q~titles from a weD Joca~ed within onc: thousand (1,000) 1i:t:t of the: leased premises and completed in lhc same producing rcsc:rvoir, or io any 
case: in which drainage is occ:urring, the: right to continue to maintain the lease by paying the shut-in oil or gas royalty shall ccasc, but the lc:asc: shall remain effective. 
for the rcmaindCT of the year for which lhc royalty bas been paid. The Lc.s.s« may maintain the: lca.sc for four more succe.s.sive Y= by Lc:.ssec paying compensatory 
royalty u the royalty rate provided in the lca.sc of the nwket value of production from the weD causing du: dr.l.ina&e or whic:b is completed in the same producing 
reservoir and within one: thou=td (1,000) fcct of the leased pn:miscs. 1bc compensau>ry royalty is to be paid monthly, onc:-balf(l/2) to the Commissioner of the 
General Land Office and one-half(l/2) to tbc 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 dninage or that is completed iD the same producing reservoir and loea~ed within onc: thousand (1 ,000) feet of the lcascd p~ 
If the compensatory royalty paid in any 12-month period is in an amount less than the Cll'lual 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. Compensa.toty royalty payments which arc DOt timely paid will a.caue penalty and interest 1o 
accordance: with Par-agnph 9 of this lease.. None: ofthc:sc: provisions will relieve Lc:ssec of the: obliption of reasonable development nor the obligation to driU offset 
wells as provided in Texas Natural Resources Code: S2.173; bowe:ver,lt the detcrmina.tion of the Commissioner, and witb the Comrnis.sioncr's written approval. the 
payment of compensatOry royalties can satisfy tbc obligation to drill offset wells.. 

16. RETAINED ACREAGE. N otwithstanding any provision of this lease: to the contr.uy, after a well producing. or capable of producing oil or g.u has 
been completed o n the leased premises, Lc:ssec shall exercise: the diligence of a r=sonably prudent opcn10r in drilling such additional well or wells as may be 
reasonably necessary for the proper development of the leased premises and in marlceting the production thCTCOn. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years aftc:r the c:xrir.u.ion date of the primary or extended term it shall then terminate 
as to all of the I cased premises, EXCEPT (I) 40 aacs surrounding eacb oil well capable of producing in paying quantities and 320 acres SUIT'Ounding cac:h gas well 
1:3pable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 bc:rcol), or a wcU upon which Lc:ssec: is then engaged in 
cont.inuous drilling or rcworlcing opcr.uions, or (2) the: numbc:t of acres included in a producing pooled unit pursuant to Texas Narural Rcsourccs Code jS2.1S 1-
S2. I SJ, or (3) such grc:ucr or JcsSCT number of acn:s as may then be allocat.cd for production purposes to a pror:uion unit for each such producing well under the: rules 
an~.cgulations of the Railroad Commission ofTc:us, or any suc=sor 2~cncy, or o thCT govcmmc:ntai1Uthority having jurisdiction. If at any time after the effective 
dalllo~~l panial termination provisions hereof; the: applicable field rules arc changed or the well o r wells locat.cd thereon arc reclassified so that less acrcage is 
the~~ alloc;~ted to said well or wells for production purposc:.s, this le3Sc: shall thereupon termi~ as to all a.c:rcage not therc:1iter alloC3.ted to s:Lid well or wells for 
p~g~op purposes.. Norwithst:1nding the t=nination of this IC<J.Sc: as to :1 portion of the lands covCTCd hc:rcby, Lessee sh.all ncvenbelc:.ss continue to have the right of 
ingrc;s to and c:g:rcss from the lands still subject to this lC3Se for all purposes described iD Paragraph I hereof; together with easements and rights-of-way for existing 
ro~.cxisting pipelines and other existing fac ilities on. over and across all the Jan<b dc:scnl>ed in Paragraph I he.reof("the retained lands"), for access to and from the 
rcbine~lands and for the: gathering or transport3tion of oil, 0"as and or.hc..r miner.a.ls produced from the ret:Li.ned lands. ... ~ .... -
• • • • •! (B) HORlZO?-IT AL In the c:vent this lc3Se is in force: and effect two (2) years a.ftu the expiration dat.c of the primary or extended term it shall further 

te~inat! as to all depths below I 00 feet below the total depth drilled (bcreinaft.cr "deeper dcpthsj in eacll well )OQ!ed on acreage retained in Paragraph 16 (A) 
abo~e. unless on or before two (2) years after the primary or c:xtcnded term Lessee pays an amount equal to one-balf (112) of the bonus originally paid as 1 ~ • 
CilW~~tion for this lease (as specified on page I hctc:OI). If such amount is paid, this lease sh.all be in force: and effect as to such deeper depths. and said 
terfninatJon shall be delayed for an additional period of two (2) years and so Joog thc:r=fter as oil or gas is produced in paying quantities from such deeper depths 
cgrili~~Y this lease.. 

• • 
(C) IDENTJACA TION AND FILING. The surface acreage retained hereunder as to each 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 
terrnina.tion of this lease as provided hercin, Lc:ssee shall execute and record a release or releases containing a satisfactory legal dcsc:ription of the acreage and/or 
depths not reuined hereunder. The recorded release. or a cenified copy of same, sh.:111 be filed iD the General Land Office, accompanied by the filing fee prescribed 
by the General Land Office rules in effect on the c!.atc the release is filed. If Lessee f:Lils 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 Commis.sionc:t 3t his sole d iscretion may design~ by wria.cn instrument the aange and/or 
depths to be rclea:sed·hereunder and record such instrument at Lessee's expense in the county or counties where the lease is loc:ucd and in the official records of the 
General land Office and such designation shall be binding upon L=scc for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be paid, under this lease sh.all relieve Lc:ssce o f his obligation to protect 
the oil and gas under the above -described land from being drained. Lessee, sublessee. receiver or o ther agent in control of the leased premises shall drill as many 
wells as the facts may justify and shall usc: appropriuc me:lllS and drill to a depth ncccssary to prevent undue drainage of oil and gas from the leased premises. In 
addition. if oil and/or gas should be produced in commetcial quantities within 1,000 feet of the leased premises, or in any case whCTC the leased premises is being 
drained by production of oil or gas, the Les.see, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling o f a well or 
wells upon the leased premises within I 00 days after the draining well or wells or the well or wells completed within 1,000 feet o f the leased premises start producing 
in commercial quantities and shall prosecU1e such drilling with diligence. Failure to satisfy the statutory offiet obligation may subject this lease and the owner of the 
soil 's agency rights to forfeiture. Only upon the dc:t.crmin:uion of the: Commissioner of the General Land Office: and with his written approval may the payment of 
compensatory royalty under applicable surutory paramet= satisfy the obligation to drill an o ffset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, L=see is prevented from complying with any express or implied covenant o f this lease, from 
co nducting drill ing operations on the leased premises, or from producing oil o r gas from the leased prcmi~s by reason of war, rebellion, rio ts, stri.Jccs, acts o f God. or 
any valid order. rule or regulation of government authority, then while so prevented, US5c:e's obligation to comply with such covenant shall be suspended and Lesse: 
shal l no t be: liable for damages for failure to comply with such covenants; add itionally, this lease: shall be extended while Lessee is prevented, by any such cau.se, 
from conducting drill ing and reworking operations or from producing oil or gas from the lc3Sc:d premises. However, no thing in this parayaph shall suspend the 
pay ment of dc:Jay rentals in o rder to maint.:lin this lease in effect during the primary term in the absence: of such drilling or reworking ope rations or production of oil 
or gas. 
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19. WA.RR.ANTI Cl..AUSE. The owner of the soil warrants and agrees to defend title 10 the leased premises. If the owner of the soil defaulll in 

payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the ~d premises by paying any mortgage, ~es or oth r 
on the leased premises .. lfUs5ec malces payments oo behalf of the owner of the soil under this paragnph, l.c:ssee may recover the east of these payments from ~ens 
rcnw and royalties due the owner oflhe soil. 

20. (A) PROPORnONA TE REDUCTION CLAUSE. I! the owner of the soil owns less th.m the entire undivided surhce cstat.c in the above 
desc:_ibed land, whether or no!. lessee's interest is specified herein, then the royalties and rental ~in provided to be paid to the owna of the soil shall be paid 10 IWn 
in the proportion which his in~rcst bean to the entire undivided surf=: ~ and the royalties and n:n~ herein provided to be paid to the Ccmmissioner of the 
General Land Office of the Stm ofT ex as shall be lilccwisc: proportionately reduced. However. before Lcsscc adjusts the royalty or rctJtal due to the Commissioner f 
the General Land Office, Lessee or hi:! authorized rcprescnwive must submit to the Commissiooc:r of the Gc:n.cn1 Land Office a writt1:11 .natc:mcnt which explains~ 
disacpancy between the ifltcrcst pwportcrlly leased under this I= and the a.crual intuest owned by the owner oftbc soil . The Commissioner of the General Land 
Office shall be paid the value of the whole production aiiOC3ble to any undivided in~t not covered by a lease. less the proponiona.u: development and production 
cost allocable to such undivided interest. However, in no event sball the Commissioner of the Gc:ncnl Ulld Office recdvc as a royalty on the gross production 
allocable to the undivided interest not leased an amount less than the value ofone-sixt«nth (l/16) of such gross. production. 

(B) REDUCTION OF PAYMENTS. If; during the primazy ~rm. a poni~o of the land covered by this lease is included within the boundaries 
of a pooled unit that has bcco approved by the School Land Board and the owner of the soil in accordance with Narura.J Rc:soun:c3 Code S«tions 52.151-52.154 or 
I.( at any time at1cr the expiration of the primary term or the c:xtcndcd ~nn. this lease covers a lesser number of aat.s than the total amount described herein. ' 
payments that arc made on a per acre basis hereunder s!WI be reduced according to the number of aaes pooled, released, surrendered. or otherwise severed, so that 
payments detennincd 011 a per acre basis under the terms of this lease during the primal)' tam s.hall be caltul&~ed based 11po11 the number of aacs oullidc the 
boundaries of a pooled unit. or, if after the cxpir.Woo of the primazy term. the number of acres aaually rctlincd and cove=! by this lease. · 

21 . USE OF WATER. Lessee shall have the right to use wat.cr produced on said land necessary for operations under this lease except water from wells or 
tanks of the owner of the soil; provided, however, Lcs:sec shall not use potable wa1er or wau:r suitable for livcstoclc: or irrigation purposes for waterflood operations 
w i thout the prior consent of the owner of the soiL 

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

23. PIPEUNE DEPTH.. When requested by the owner of the soil. Us$~ shall bury its pipclinc:s below plow depth. 

. • • • 24. WELL LOCATION LIMIT. No well shall be drilled nc3l"Cr than two hundred (200) feet to my house or bam now on said premises without the 
wnacr.cor¥Cnt of the owner of the soil. . • •• 

\"f"· 

• • •! • ~S. POLLUTION. In developing this area. Lessee shaiJ use the highest degree of care and all proper safeguards to prevent pollution. Withoutlimidng the 
forelo,ng, 1>ollution of coastal W1:tlands, narural waterways. rivers and impounded water shall be prevcn~d by the usc of containment facilities sufficient to prevent 
sp ill;s!c, seepage or ground wat"'r cool3mina.tion. In the event of pollution. t.:ssec shall use all means at its disposal to recaprure all escaped hydroc:ubons or other • • 
pol,l!l1ft~d shall be responsible for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and dr:linage pits 
and telttb:aacries so as to pro~ct livcstoclc: against loss, damage or injury; and upon completion or abandonment of any well or wells. Lcs:see shall till and level all 
si~!J ;j~ e1d cell all and complc~ly clean up the drilling sit.c of all rubbish thereon. Les.sec sball. while conducting opcr:u.ions oo the le3Sed premises, keep said : .. 
prC7tlases Icc of all rubbish, cans. boaJes, paper cups or garbage, and upon completion of opcr.uions shall re:store the slltbcc of the land to 3S ncar its origina.l • • 
condition and contours as l.s pr:actic;a.ble. Tanks and equipment will be kept painted and presentable. 

• i~ 

•! • • •: 26. REMOVAL OF EQUIPMENT. Subjca to JimiwJons in this patagr.!ph, ~shall have the right to remove machinery and f~ placed by 
Lessee o~thc l=d premisCl, including the right to dnw and remove casing. within one hundred twenty (120) days after the cxpi:r.uioo or the terminatioo of this 
lc~IM~ the owner of the soil grants I..esscc an extension of this 120-day period. However, l.cssGe may oot remove casing from 31T'f well ~pable of producing oil 
and gas in paying quantities. Additionally, Lessee may not dnw and remove casing until after thirty (30) days written ooti~ to the Commissioner of the General 
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, 6.xtw-cs. or casing which 3l"C not timely removed by Lcs.sc: 
under the~= of this pan.graph. 

27. (A) ASSIGNME'ITS. Under the conditions contained in this paragr.~ph and Paragraph 29 of this lease, the rights and eswes of either pasty to this 
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees. legal representatives, successors 
and assigns. How~cr, a change or division in owncrsbip of the land, rentals, or royalties will not enlarge the obligations ofl.c:sscc; diminish the rights, privileges 
and estoues of Lessee:. imp:air the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
division in ownership of the land. rentals, or royalties shall bind Lessee for any purpose until thirty (JO) days after the owner of the soil (or his heirs, devisees, legal 
rc:p~enwives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a 
cenified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this le3Se shall, to the ex~nt 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 ~C:. 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 ren~ shall not affect this Je:ue on the p:ut of the I 2nd upon which pro rau rentals arc timely paid or tendered; however, if the a.s.signot or :usignee does not file a 
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall ~inat.c for f:ailure to pay the entire rental due 
under Paragntph J. Every assignee shall succeed to all rights and be subject to all obligations. liabilities. and pcoaltieJ owed to the State by the original lessee or any 
prior assignee of the le3Sc, including any liabilities to the St.a~ for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithst;lnding any provision in P:u-agraph 27(a). if the owner of the soil acquires this le:ue in whole or in part by 
3Ssignmcnt without the prior written approval of the Commissioner 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. An assignment will be trea~d as ifit were made to the owner of the soil if the assigne-e is: 

(I) a nom inee of the owner of the soil; 
(2) a corporation or subsidiazy in which the owner of the soil is a principal stoclclloldcr or is an employee of such a corporation or subsidiuy; 
(3) a partnership in which the owner of the soil is a partner or is an employe-e o f such a partne rship; 
(4) a principal stoclcllolder or employee o f the corporation which is the owner of the soil; 
(5) a partner or employee in a partnership which is the owner of the soil; 

True and 6er:mst 
copy of 

Original filed in 
Reeves County 

Clerks Office 



(6) a fiduciaty for the owner of the soil; including but not limited 10 a guardim, trust.cc, executor, admiDi.stralor, receiver, or conscrvaeor for the 
owner of the soil; or 
(7) a family member of the owner of the soil or relalcd to the owner of the soil by m&niagc, blood. or adoption. 

23. RELEASES. Under the conditions contained in this paragraph znd Paragraph 29, L=ee auy at any time execute and deliver to the owner of the soil 
and place of record a relc:asc or rele= covering any portion or portions of the leased premises, and thcn:by s=ndcr this lease as to such portion or portions, and be 
relieved of all subsequent obligations as 10 ~e .swrendered. If any part of this lease is properly sum:Ddercd, the delay rental due under this lease shall be redua:d 
by the proportion that the surrendered ~e be3rS 10 the acreage which W3S alYaed by this I= immediately prior 10 such SWTender; however, such release will 
not relieve Lessee of any liabilities which may have accn~cd undc:r this lease prior 10 the surrender of .such xrcagc. 

29. FILING 0~ ASSIGNMENI"S AND RELEASES. If all or any part oftb.is lease is .mipxd or released.. sucll assicnmcnt or release must be recorded in 
the county where the land is situated, and the ruorded iruuurnent, or a copy of !be recorded instrument ccnified by the County Clerk of the county in which the 
instrument is recorded., must be filed i.o tbc Genenl Land Office within 90 days of the last excartion dale accompanied by tbc prescribed ftling fcc. If any such 
assignment is not so filed.. the rights acquired under this tease shall be subjca to forfeiture at the option of the Commissionc:r of the Gcncnl Land Office.. 

30. DISCLOSURE ClAUSE. All provisions pertaining to the tease of the abovc~"bed land have been included i.o this instrument, including the 
Sl:Uetnenl oflbc: tr\lc: consider.Woo to be: paid for the: e:x.ccutioa of !his lease aod the ri&Jia and duties of the partie3. Any colla.t.e:nl agreements concauing the 
development of oil and ps from the: leased premises whlc:b arc not contained in this lease ~dc:r this I= invalid. 

31. FIDUCIARY DliTY. The ownc:r of the soil owes the State a fiducla:y duty aDd must fully disclose any fa.cts affecting the State's interest in the leased 
premises. When the: intacsts of the owner of the soil conflict with those of the State, tbe ownc:r of the soil is obligaled ID put thc State's intc1"csts before his pc:tSOnal 
inteTests. 

32. FOR.FEITUR.E... Ifi...cssce shall fail or refuse to malce the payment of any sum within thirty days after it becomes due, or if Lessee or an authoriud 
agent should knowingly make any false return or false report concerning production or drilling. or if Le= 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 Gcnen.J Land Office. or if Lc:s.sc:e should fail to file reports in the manner 
required by law or fail to comply with rules and regulations promulgated by the Gc'"lcnl Land Office. the School Ur&d Board.. or the Railroad Commission. or if 
Lessee should refuse the: propc:r authority access 10 the records pertaining to Open.!..• ru, or ifWsc:e or an authoriz.ed agent should knowingly fail or refuse to give 
correct information to the proper authority, or lcnowingl)' fail or refuse to furnish the General Ur&d Office a correct log of any well. or ifi...cssce shallknowin~;ly 
violate any of the material provisions of this lease. or if this le:tSe is assigned and the assignment is oct filed in the General l»!d Office as required by Ia~. the: rights 
acquired under this lease shall be subject to forfeirurc by the Commissioner, and he shall forfeit same when sufficiently informed of the facu which authorize a 
forf~ and whc:n forfe ited the area shall again be subjca to lease UDder the tams of the Relinquishment Act. However, nothing herein shall be construed as 
waJWo~ ltl~ automatic termination of this lease by operation oflaw or by reason of any speciallimiution arising hereunder. Forfeitures may be set aside and this 
le:~... .. • aad,all rights thereunder reinstated before the: rights of another intervene upon s:uisfactory c:vidcnc: to the Commissioner of the General L md Office of furure ·• 
co~¥!nC: with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto . 

• 
• •• • 33. UEN. In accordance with Texas N:uural Resources Code 52.136, the S t:l.te shall have a first lien upon all oil and gas produced from the area covered 

b~~~s.l;se to secure payment of all unpaid royalty and other sums of money that may became due under this lease. By acceptance of this lease, Lessee grants the 
State, in addition to the lien provided by Texas Natural Resourc:cs Code 52.136 and any other applic:lblc starutory lien. an express contn.ctuallicn on and security 
i~ C:alt leased minerals in and extract.ed from the leased premises, all proceeds which may accn~c to Lessee from the sale of such leased minenls, whether such 
proceeds k held by Lessee or by a third party, and all fiXtures on and improvements ID the lcascd premises used in connection with the production or processing of 
such ,cased minerals in order to secure the payment of all royalties or other lmOunts due or to become due under this lease and to secure payment of any damages or 
l<¥5~ l-essor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied.. This lien and security interest may be 
fcrhlosc!ti with or without court proc:ecfUlgs in the manner provided in the Title 1, Chapter j!.ofthc Texas Business and Commerce Code. I...cssce agrees that the 
~W\oncr may require Lessee to c:xea~te and record such instruments as may be reasonably ne=ary ID acknowledge, anacb or perfect this lien. Lessee hereby 
re~en!s that there arc no prior or superior liens arising from and relating to Lcssc:'s activitie s upon the abovc-descn"bed property or from Lessee's acquisition of 
this lease. Should the Commissioner at any time determine tha.t this representation is not ttuc:.. then the Commissionc:r 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 mineral interest for the exploration. development and production of oil or gas or eitha of them upon the same terms as shall be approved by the School Land 
Board and the Commissioner of the General Land Office for the pooling or unitiz.ing of the int=:st of the State under this lease pumt:mt to Texas Nanual Resourtc.S 
Code 52.151-52.153". lhe owner of the soil agrees that the inclusion of this provisjon in this lease satisfies the execution requirements stated in Texas Narur:11 
Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and disdla.rges the Stale ofTeus aEd the owner of the soU. their officers. employees. parmers, agents. 
contractors. subcontractors. guests, invitees, and their respective successors and assigns. of and from all and any actions and c:wses of action ofc:vcry nature. or other 
harm. including environmentallwm. for which recovery of damages is sought. including. but not limited to, 0111 losses and expenses which arc caused by the 
activities of Lessee, its officers. employees, and agents arising out oC. incidental to, o r resulting from, the operations of or for I...cssc: on the leased premises 
hereunder, or that may arise out of or be occasioned by lessee's breach of any of the termS or provisions of this A~ement.. or by any other negligent or strictly lill.bl~ 
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the St.a.tc of Texas and the ownc:r of the soil, 
their officers, employees and agents, lbeir successors or assigm, against any and all claims. liabilities, losses. damages. actions. personal injury (Including dea.th}, 
costs and expenses. o r other harm for which recovery of damages is sought. under any theory including tort, contract. or strict liabil ity, including a.ttomeys' fees and 
other legal cxperucs, including those relat.ed to environmental hazards, on the leased premises or in any w-sy related to Le.sscc's failure to comply with any and all 
environmental laws; those arising from or in any way related to Lessee's operalions or any other o fL::ssee's activities on the leased premises; those arising from 
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any o f the terms or provisions of this 
Agreement or any other act or omisSion of Lessee, its directors, of!iurs, employees, parmers. agents, contr:lctors. subcontractors, guests, invitees, and their respective 
successors and assigns. Each assignee of this Agreement, or an interest therein. agrees to be liable for, exonerate, indemnify, defend and hold harmlc.ss the State of 
TcJCas and the owner of the soil, their officers, employees. and agents in the same manner provided abQve in connection with the activities of Lessee, its officcr1. 
employees, and agents as described :lbove. L"XCEPT AS 011-IERWISE EXPRESSLY LIM ITED HEREIN, ALL OF THE ll'o"DE~INITY OBLIGATIONS 
A."'iDIOR LIABILITIES ASSUMED U1'0DER 11-IE TER.\iS OF THIS AGREEMENT SHALL BE WITHOtrr Lll't'UTS A.'ffi WITHOtrr REGARD TO 
11-IE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTJNG CONDmONS), Sl1UCT LIABILITY, OR THE NEGLIGENCE OF Al'IY PARTY 
OR PARTIE:<; (INCL UDING 11-IE NEGLIGE:"'CE O F THE L"lDEMNIFlED PARTY), WHETHER SUCH i'IEGLIGE:"'CE BE SOLE, JOINf, 
COI'ICURRE:"'T, ACTIVE, OR PASSIYf.. 

·-



.. 36. ENVIRONMENT" AL HAZARDS. ~.shall use the highest degree of care and all re:1SOna.ble safegu:~~ds to prevent ccntamination or poUuti~n· ~ "'· . ' 
~y environmental medium, including soil. surface w:w:rs, groundw:lkr, sediments, and swfa~ or subsurl'a~ stra12. ambient air or any other environmental medi 

0 
_ 

111. on, or undc:r, the leased pre~. by any waste, pollutant. or cont:uninant. Lessee shall not bring or permit to remain on the leased premises any asbeslos um 
c.onuining materials. explosives. toxic mat.eriab, or subsun~ regulated as h.u.anlollS was~ ha:z:udollS materials, haz:lrdous subsun~ (as the term •lhzudous 
Substance~ is defined in the Comprehensive Environmenul Response. Compcr.s<ltion and Liability Act (CERCL.A), 42 U.S.C. Sections 960 I, ct seq.). o r to~c 
substances undc:r any fedcnl. state. or IOC311aw or regulation {"Hn:udous M atcrial.s"). except ordinary products commonly used in connection with oil and gas 
exploration and development operations and stored in the 11Sual manner and quantities. LESSEE'S VIOLATION OF l1lE FOREGOING PROHIBmON 
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT B£Rl:UNDU MiD LESSEE SkULL INDI::MNIFY;"HOLD HAR.\JLESS AND 
DEFEND THE STATE OF TEXAS A4'ID THE OWNER OF 11iE SOIL FROM AND AGAINST ANY CLAL\LS. DA..'riAGES. JUDGMENTS, PENAL TIES. 
LUBILJTIES, AND COsrs (INCLUDING REASONABLE A TTOR.~EYS' FEES AND COURT COSTS) CAUSED BY OR ARlSING OUT OF (I) A 
VIOL\ TION OF ~FOREGOING PROHJBmON OR (II) nn: PRESENCE, RELEASE. OR DISPOSAL OF A.'N HAZARDOUS MATERIAlS ON 
UNDER, OR ABOUT lHE LEASED PREMISES DURING LESSEE'S OCCUP A.'lCY OR CONTROL OF THE LEASED P RE;'.OSES. LESSEE SHALL • 
CLEAN UP, REMOVL., REMEDY M"D REP AIR A..'lY SOlL OR GROUND WATER COI"'T.A."IINA TION A.."'D DA.~GE CAUSED BY THE 
PRESE."'CE OR RELEASE OF ANY HAZARDOUS MA TElUALS IN, ON, UNDER. OR ABOUT 1l:lE L EASED PRL\OSES DURING LESSEE'S 
OCCUPANCY OFTIIE LEASED PRL'\CSES IN CONFO&"rfANCE WITH TiiE R.EQUIRL"lENNS OF APPLICABLE UW. THIS 
INDE.MNIFICA TIONA.~ ASSUMPTION SHALL APPLY, BUT IS NOT LIMITE.D TO, LIABn.rrY FOR RESPONSE ACTIONS VNDERT AJ<E'i 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL L\ W OR REGUL\TION. LESSEE SHALL L\L\a:DIAn:L Y GIVE THE STATE OF 
TI."<A.S A.'lD THE OWNER OF THE SOn. WRriTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, uPON 
LEAR.~ING OF THE PRESENCE OF ANY HAZAJU>OUS MATERIALS. OR UPON RECEIVING A NOTICE FROM .A.'lY GOYERNME~'TAL · 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PR.E:riiSES. THE OBLlGA TIONS OF LESSEE 
HEREUNDER SHALL SL"RVIVE THE EXPIRATION OR £ARLIE.R TER.."IINA TION, FOR ANY REASON, OF TI:iiS AGR..EL\fl:l'IT. 

37_ APPUCABLE LAW. This lease is issued under the provisions of Texas N:ttu:r.ll Resources Code S2..171 through S2..190, ccmmooly lato'NQ as the: 
Relinquishment Act, and other applicable SUlUtc:s and amendments thereto, and if any provision in this lc:ze dOC$ not conform to these surutcs, the sta.rutes wiU 
prevail ovc:r ;my nonconforming lease provisions.. 

38. EXECUTION. This oil and g:IS lase mi1St be signed and :acknowledged by the Lessee befo re it is fi led of n:1:0rd in the: county records and in the 
General Land Office of the SUtc ofTc:xas. Once the fil.ing requirements found in Paragraph 39 of this lease have bcal.sa.ti.s.fied, the effective dale of this lc:~ 1hall 
be the date: found on Page I. · · 

39. LEASE FILING. Pursuant to Olapter 9 of the To:as 811Sincs.s 30d Commerc:e Code, this .Jcase mi1St be fil ed of record in the office of!fe County 
Oerk in any county in wbicb all or any patt of the leased premises is loc.:ued, and certified copies ~ercof.m11St be filed in the General Land C?ffice. This le:!Sc is not 
effQ~::ti¥5 until a ccrtiiied ccpy ofth.is lease (wrucb is made and certified by the County Cleric from1h is recc~ds) is fil ed in the Gcn~ l.:lnd Office in accord~c:c with 
T!~~r.U Reso= Code S2..l&3. Additionally, this lease shall not be bi..,ding upon the sta4 )llllcs.s it recites the acrual and tnle ccnsider:uion paid or promised 
for.,e~'~ution of this lease. The bonllS due the: S tau: and the pre.scribed filing fee sh:UI accompany such certified ccpy to the General Land Office. t 
• • • 

*S(ie ~xhibi t provisions . 
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Clay Jo1mson 
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• TITLE:·----~~~~~-------------
DATE:._-...!.9_- z-t_--~-~ __ _.::.__ __ ..... : • • 

• •••• •• . . . 
STATE OF TEXAS 

/BY: ~ 
·~~~~~~~~~~~~~~ 

ent HrRS~le~PM~j~, 
Date: 

s. waJ.trip, 

/By~~~ 
KPW Revocable Trust 

of the 

n:.t _: '( -z_ '-f-j~ 

, ... ,..., ... 
STATE OF :I'EXA9. r ~~ ~,- , . . .. :>~. - ...:. . 

. . -.. l .. ... \ 

BY:~~--~----~~~--~~--~---­
Indiv idually an~as ent fi r e Late ofTo:as 

Tax'· 

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

STATE OF TEXAS 

BY: ________________________________ _ 

Tax ]])#: I 
lndividually and as-cnt for the S tate ofT as 

Date: :...__ ____ __ 

\ 

~ ' • I 

Tax 

True and 6eFFest 
copy of 

Original filed in 
Reeves County 

Clerks Office 



(€0RPO!tA"nOH ACKNOWLEDGMENT) STATE OF __ ]:..__-H~,4.....:::)~-r---­
COUNTYOF __ ~ni~~~~~--------

BEFORE ~the undersigned authority, on this day personally ap~d ___ .......,llWrf...::;.:o~7r-~9o;rt->"'-'~-'-.;..:;...;~~-'--------
k:nown 10 me to be the person whey=-: l! -!U~c::od to~ !"::~;::::, !z:.::t:-.1.-=..cnt, at::=====================~f-

-;:~~~~===;:=;:;::::;:==::;:::==~::;::::;:::::=;:::=::;:=;=::;:::==::;::::=:===:="""!":.-:md ada!owledged to me: lh.at be c:x=ted the same: · · 
for lhc: purposes and wfi~oo thcn:in c:xpl'C:Sled. in the c:3p:u:ity rt3tc:d. and as the act and deed of .Wd corpontioa. -

Given under ary !land and seal of offic.e this the 2-~ day of ~ 19-=t3_. 

,--~~~~~- - ~~~ 
~ /fft~ MONICA J.tARLOWE 
$i,t;:..L\*' NOTARY PUBLlG 

STATE OF TEXAS .• \~~~) State of Te;(a. S . 
; ~ Comm. Exp. 10-30-99 

COUNTY OF JctRQ II:N r ·· ........ . . . . . ... · · · · · · · · _, 

~;JPKW? 
Nowy Public in and fot ___ '--------

Ma(;eru 
BEFORE ME, the undersigned authority, on this day pcnonally appc=ed~ _ _JMiK~E:t::!!!Q~n~le~U:L!.:.~H~a!!n~na~-----------

lcnown 10 me: to be the penon whose name is subscribed to the foreioing instrument. as. _ ___.Trustee~~!oC:::;:=-------------__;of 

••• • • • ••• 
•••• • • • •• • STATEOF ____ TEXAS __________________ _ 

ceiffl'r OF ::(A j(£. AN r 

'I' 

(INDrviDUAL ACKNOWLEDGi'AE'n) 

• •:u .. Before: me, the undersigned 3uthority, on this day personally appe:lll:d Michael S. Waltrip, Trustee of the 
• MSW Revocable Trust , 

known 10 me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me: tha.c they executed the: same for the purposes and 
ca!Mii<WfLion therein exp=ed. 

• • {ZD .. / J 
•:•u: G;v~~ 3 <Uyor~f2.~19 'l \$ 

_·_cf(~ d 
Noury Public in and for 871tif oF Ta!t? 

STATEOF __ ~~TEXAS~~~------------- (INDrviDUAL ACJOlOWLEDGMENT) 

COUNTY oF :1ft-RRA- N r 
Befote me, the unde~ig:ned authority, on this day personally appc:lll:d Kenneth Waltrip, Trustee of tle 

KPW Reyocab1e Trust 
known to me to be the persons whose names are subscribed 10 the: foregoing instrument, and acknowledged to me: that they executed the silmc: for the purposes and 
consideration therein e:cp~sed. 

Given under my hand and se:ll ofof.fjc.e this the 2t fH 

True and 6orrect 
copy of 

Original filed in 
Reeves County 

Clerks Office 



-· . · ~ 

"EXHIBIT A" 

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

MSW R evoca ble T r ust; a nd MLH Revocable T r ust , 
as the owner of the soil, a nd 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 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 . 

• •• 
~ • •Jt~s further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that 
• " •:eoly those structures which are reasonably necessary for production fac il ities or tank batteries shall be erected on the surface of 
• • tlfe leased premises . 
• 

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

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

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

..... ~ama!!e to the owner of the soil's other land and crops. . . ~ 

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

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

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

True and Correct 
copy of 

Original fil ed in 
Reeves County 

Clerks Otf1ce 

CERTIFIED TRUE AND CORRECT COPY CERTIFICAT~ 
STATE OF TEXAS FILE NO . ·~01 lf 
COUNTY OF REEVES FILED: ll I 5 I 98 
The above and loregang rs a lUll, true and correc1 p/l010graph1c copy ol rhe 
ong,nal record now In my lawfUl custody and posseSSIOO. as the same IS 
filed. u ' 
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RAl REVIW SHEET 

Trnactirl# 2795 L. Collier 

1.sss1r: KPW Revocable Trust; MSW Revocable Trust; & MLH Rev l.8as8 Data: 8/19/98 ll 0 

l.8s88o: Clay Johnson 

LfASE IISCRFllON 

Clulty 

REEVES 

REEVES 

liRMS OffERED 

PrmryTorm: 

lknJa/Afn: 

Rlllt&' Aln: 

Roy~: 

COMPARISONS 

Plf# 

Is years 

13/16 

165 

Base FIB No Plrt Sec. liD Twp S&rvsy 
93424 

93423 

$5a.ao 

$1 .aa 

South 36a acre:; 

South 36a acres 

3a ss ass T & P RY co -
34 ss ass T & P RY co 

1IRMI RECOMrBIID 

Prmry T 11'111 Is years 

1Du/Aa11 $5a.aa 

Rlllta/ Aa1l $1 .aa 

Roy~ 13/16 

Data 111'111 lllllls/Ac. Rlllt&'Ac. Roy~ llstJn:a 

Abst# 
2444 

2443 

..------------, I I C~ ..___ _ __. ._I __ __, L....._ _ _.. Lastlsas8 

,-----.1 1 I c=_ :=J L ~ ~I ===~ ~~ t__ __ J 

I r=-~1 I I 
::=====:::::1 I II I :=1 ===::::: 

.___ _ __.I I II I II :=:::=::::: .__ __ -.~ 

Cllmmt.s: !Gross acres 72a. First & second year rental $1 .aa, third & fourth year rental $16.67. 

Wednesday, September 09, 1998 





TITAN RESOURCES, L.P. ' ' 

ACQUISITI~~~~'()~ER OF THE GENERAL LAND OFFICE I 1/2/98 

"PARAGON #299:Lease Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 08119/98 from the State of Texas by Agent 
KPW Revocable Trust; M W Revocable Trust; & 
MLH Revocable Trust, Lessor, in favor of Clay Johnson, 
Lessee, covering The /360 ac. of Section 30. 
Block 55, T-5. T&P Ry. Co. Survey, 9 
Reeves County. Texas. 9 0 14 Q 6 9 

11 

ACQUlSlTl~~WNER OF THE GENERAL LA D OFFICE 11/2/98 
PARAGON #299:Lease Bonus 

... 
• • • • •• ,. __ 

# ••• 
••••• 
•••• z,.· : 

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

•• . ,,, __ 
•• •• 

Lease Bonus 

Payment in fu ll of 1/2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 08119/98 from the State of Texas by Agent 
KPW Revocable Trust ; MSW Revocable Trust; & 
MLl l Revocable Trust. Lessor, in favor of Clay Johnson, 
Lessee, covering The S/360 ac. of Section 30 . 
Block 55, T-5, T&P Ry. Co. Survey. 
Reeves County. Texas . 

\ 2.062.50 

002804 
2,062.50 

2,062.50 



r r r "''" n cvvunvc,::,, L.r. 

ACQU ISITI2~~~~~~~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 Staie of i exas for Oil & Gas Lease 
dated 08/19/98 from the State of Texas by Agent 
Dorothy Jean Keenom, Individually & as Trustee of the 
Thomas Hill Puff Trust & Nancy Puff Jones Trust, 
Lessor, in favor of Clay Johnson, Lessee, covering 
the S/360 ac. of Section 30, Block 55, T-5, T&P Ry. Co. 
Survey. Reeves County, Texas. 

\ lO 
99014088 

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

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

• ...... • • . 
•••••• • • 

• ••••• • • • 

Checking Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the tate of Texas for Oil & Gas Lease 
dated 08/19/98 from the tate of Texas by Agent 
Dorothy Jean Keen om. Individually & as Trustee of the 
Thomas II ill Puff Trust & Nancy Puff Jones Trust. 
Lessor. in favor of Clay Johnson, Lessee, covering 
the /360 ac. of Section 30, Block 55, T-5, T&P Ry. Co . 

urvey. Reeves County, Texas . 

' 2,062.50 

002823 
2,062.50 

2,062.50 



Il l /'\I'll M C ;:)VUMI . ...t::;:,, L . t" . " 

ACQUISITI2~AA'i!.n~~~~~ER OF TH E 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 ofT'!xas for Oil & Gas Lease 

f • 
dated 08/19/98 from the State of Texas by Agent 
II ill Investments, Ltd., Lessor, in favor of Clay Joh nson, 
Lessee, covering the S/360 ac. of Section 30, Block 55. 
T-5, T&P Ry. Co. Survey, Reeves County, Texas. 

ACQUISITI~~~~{~~mR OF T HE GENERAL LAN D OFFICE 11 /3/98 
PARAGON #299:Lease Bonus 

... 
• • • ... 
. ···~'· .. , , 

• •• • • •• • ...... ,.; 
••••• 

• 
~-.··: • • •• 

• 
• •••••• • • • • ot.•.•••" ., .. ., 

• • 
• •••••• • • 

Checking Lease Bonus 

Payment in full of 112 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 08/19/98 from the State of Texas by Agent 
Ifill Investments, Ltd., Lessor, in favor of Clay Johnson, 
Lessee, covering the S/360 ac. of Section 30, Block 55, 
T-5, T&P Ry. Co. Survey, Reeves County, Texas . 

99014095 

y 187.50 

002831 
187.50 

187.50 



1 1 1 1"\ 1~ n c vuunvc v , L .t"'. • 

ACQUISITICC~~~~~%ER OF THE GENERA L LAND OFFICE ( l/3/98 
·PARAGON #299:Lease Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in full of l/2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 08119/98 from the tate of Texas by Agent 
Virginia Glenn Hill Lattimore. James Robert !!ill & John A. 

tyrsky, Co-Trustees of the Houston & Emma !!ill Trust 
Estate; Virginia Glenn Hill Lattimore, Individually; & James 
Robert Hill, Individually, Lessor. in favor of Clay Johnson, 
Lessee, covering the S/360 ae. of ection 30. Block 55, 
T-5, T&P Ry. Co. urvey, Reeves County, Texas. 

(]( 

99014106 

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

••• • • • • •• 
S •• 

I •••• a.•·: 
.·,:·. 
•• • •• • • • • •• •••• • • •••• 

• 
• eAllle •• • • • ........ 
• • • ....... ......... 
• • • •••• c. • • • 

Checking Lease Bonus 

Payment in fu ll of 112 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 08/19/98 from the State of Texas by Agent 
Virginia Glenn Hill Lattimore, James Robert Hill & John A . 
Styrsky, Co-Trustees of the Houston & Emma Hill Trust 
Estate; Virginia Glenn Hi ll Lattimore, Individually; & James 
Robert Hill, Individually, Lessor, in favor of Clay Johnson. 
Lessee, covering the S/360 ac. of Section 30, Block 55, 
T-5, T&P Ry. Co. Survey, Reeves County, Texas . 

) 4,500.00 

002842 
4,500.00 

4,500.00 



Ill AN Ht:::>UUHvt:::>, L.l"'. L 

ACQUISITI~~~~~ER OF T HE GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 08t l9t98 fi"om the State of Texas by Agent 
H-S Minerals & Realty, Ltd., Lessor, in favor of Clay 
Johnson, Lessee, covering the S/360 ac. of Section 30 
Block 55, T-5, T&P Ry. Co. Survey. 
Reeves County, Texas. 

{10 

ACQUISITI<{_~Nffif~lf~)f,IER OF THE GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus 

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

•• 
. • 

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

..... y 
• • • ....... .... ,. 
• • 

Checking Lease Bonus 

Payment in full of 112 Lease Bonus Consideration due 
the tate of Texas for Oil & Gas Lease 
dated 08/1 9/98 from the State of Texas by Agent 
H-S Minerals & Realty. Ltd .. Lessor, in favor of Clay 
Johnson, Lessee, covering the S/360 ac. of Section 30 
Block 55, T-5, T&P Ry. Co. Survey, 
Reeves County , Texas . 

11/3/98 

9901410 9 

~ 187.50 

11/3/98 002845 
187.50 

187.50 



. -

... 
'::::: ••• .... 
1 
••••• . . . . 

•• • • •• • ••• • 
~-. . .... 
• •••••• . . 

• • 
.: .... . .., .. ... 
• • 
• .. . . .. . . , ... . . . 



TEXAS GENERAL LAND OFFICE (11-/ooJ o 3 

GARRY MAURO 
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: Clay Johnson 

County: REEVES 

Section: 30 

Survey: T&PRYCO 

Prim. Term: 5 years 

Royalty: 3/16 

Consideration 

Recommende~: (a\_~ 9 9 ·5e 
Not Recommended: ----
Comments: 

Lease Form 

Recorrunended: ~ ~~ 
Not Recommended: ----
Comments: 

Block: 55 

Bonus/Acre 

Rental/ Acre 

DATE: 09-Sep-98 

Base File #: 93424 

Abstract: 2444 

$50.00 

$1.00 

Spencer Reid, Senior Deputy Date: tl _,I~ - q g 
Recorrunended: 5Jt= 
Not Recommended: ----

Garry Mauro, Commissioner 

Approved: l?r1 
Not Approved: _ __ _ 

Date: ----- -





Texas General Land Office 
Garry Mauro, Commissioner 

December 18, 1998 

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

Re: RELINQUISHMENT ACT LEASE NO. M-100203 
So 360 acres of Sec. 30, Blk. 55, Township 5, 
T&P Ry. Co. Sur. 
Reeves County 

Dear Mr. Ready: 

Stephen F. Aust1n Buildmg 
1700 North Congress Avenue 
Austin, Texas 78701-1495 
(5 12) 463·5001 

The certified copy of the Relinquishment Act Lease covering the above referenced tract has 
been approved and filed in our records under mineral file number M-1 00203. Please refer to 
th is number in all future correspondence concerning the lease. 

Your remittance of $312.50, 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. 

s;;~ ;( ~ 
DrewReid 1 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

DR:MT:mrg 

Promed on recyCled paper Wllh soybean tnk 





Lease Number Book/ Vol Page Ent:ry County I Pansh Sta te 

TX299-389-276-005-00 596 78 3 00 3 0 91 REEVES TX 

Lease Name: 1 H-S Minerals : State of Texas, acting by and thru 1 Lease Date 1 08/19/98 

Legal Descr~pt~on 

The South 360 acres of Section 30, Block 55, Township 5, T&P Ry . Co. Survey 

99 0580 92 

PROSPECT TX299 - PARAGON ~IAN/S~/FED LSE# IV: - 100203_J 

•••• 
·~~ ~) Account Number Amount 

•••• ~x3 . 75 st.c..c@ of Texas 
Gel'\eral Land Office 
1 70Q :N . Congress Avenue . . .. 
Austln, TX 78701 

• /d / .. ~ -----• • • 
08/19/19~ DELAY / RN· ~ · Period Beg . RENTAL CHECK ij 100546 

--- -----INSTRUCTIONS TO DEPOSITORY: You have been designated as depository for the above described payment. Please credit the proceeds 
thereof to the parties 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. 

-rL,{-tLrt /2e stJUrces LP 
100546 



•••• 
: · .. · 
•••• 

: · .. · 
• 

• • •• 
•• • 

• 
••• 

• •• ••• 



Lease Number Book/Vol Page Entry County I Parish State 

TX299-389-276 -003-00 596 548 003065 REEVES TX 

Lease Name : I Hi 11 Inv : State of Texas, acting by and through I Lease Date 1 08/19/98 

Legal Descr1pt1on 

The South 360 acres of Sect1on 30, Block 55, Townsh1p 5, T&P Ry . Co Survey 

990580 ~~ ~ 

PROSPECT TX299 - PARAGON INDI AN/ST/FED LSEft M-100203 

Payee(s) Account Number Amount 

•••• couX 3 . 75 ~~ete of Texas 
q,~~ra1 Land Office 
11C O" N . Congress Avenue 
A4~t ~ n, TX 78701 

• • • /(~{ • • • 

---- .......... 
RN •_ 

• • • Period Beg . 08/19/19~LAY RENTAL \ CHECK U 100542 
••• •• '-- ___..., 

INSTRUCTIONS TO DEPOSITORY. You have been des1gnated as depos1tory tor the above descr1bed payment. Please cred1t the proceeds 
t hereof to the part1es named and 1n the amounts 1nd1cated Should any d1ff1culty of any nature ar1se, DO NOT RETURN our check, but 
make the depos1t to the credlt of the party named 1n a spec1al account, and adv1se us as soon as poss1ble for further 1nstruct1ons. 

100542 



•••• • • • • • • 
•••• • • • • • • 

• 
• •• • • • •• • 

• 
•• • • • • •• • 



Lease Number Book/Vol Page Entry County I Pansh Sta te 

TX299-389-276- 00 1-00 596 64 7 0030 76 REEVES TX 

Lease Name: I KPW Revocable Trust, et a l : Sta t e o f Texas, acting I Lease Dace I 08/ 19/ 98 

Lega, Descr1pt1on 

The South 360 acres of sect1on 30, Block 55, Townsh1p s. T&P Ry Co. Survey 

~ 9 0580 ~) 4 

PROSPECT TX299 - PARAGON INDIAN/ST/~~~~~ Y:-2. •, 2 ' 

••••• 
•• • 
~'!"'~e (s Account Number Amount 

•• • 
acx.41 . 25 s te of Texas 

q ef\e 1"al Land Office 
11 o <1 · N . Congress Avenue 
Austin , TX 78701 

• /:;2( • •• • • • ~ --......._ 
•• 

RN - Period Beg . 08/19/199( D~LAY RENTAL / CHECK n 1 00 538 -- _.....-
I NSTRUCTIONS TO DEPOSITORY You have been designated as depos1Lory for the above described payment . Please cred1t the proceeds 
thereof to the pa r t1es named and 1n the amounts 1nd1cated. Should any d1ff1culty of any nature ar1se, DO NOT RETURN our check, but 
make t he deposlt to the c r edit o f the par ty named 1n a spec1al account, and advise us as soon as poss1ble for further 1nstruct1ons. 



•••• • • • • • • 
•••• • • • • • • 

• 
• •• • • • •• • 

• 
•• • • • • •• • 



Lease Number Book/Val Page Entry County I Pansh State 

TX299-389-276-002-00 596 422 00 3051 REEVES TX 

Lea se Name: I Keenom, etal : State of Texas, acting by and through I Lease Date I 08/19/98 

Lega. Oescnptlon 

The South 360 acres of Sect1on 30, Block 55, To~nsh1p 5, T&P Ry. Co . Survey 

990580 95 

PROSPECT TX299 - PARAGON INDIAN/ ST/~2D~St~ rv: -::."(\2(\1 
~ 

•••• Account Numbe r AtToOUnt i'a y ~ ~ 
•• • 
•••• 

wcX41 . 25 S~t4 of Texas 
Gei\eral Land Office 
1 ']-:J :N. Congress Avenue 
Au~ti•n, TX 78701 

r;Lt 
• / --• • • 08/19/19~DELAY ""'\ RN • -· • Period Beg . RENTAL CHECK ~ 100540 

'--I NSTRUCTIONS TO DEPOSITORY: You have been des1gnated as ocpvsnury for the above descr1bed payment Please cred1t the proceeds 
thereof to the part1es named and 1n the amounts 1nd1cated. Should any d1ff1culty ot any nature ar1se . DO NOT RETURN our check, but 
make the depos1t to the cred1t of the party named 1n a spec1al account, and advise us as soon as posstble for further 1nstruct1ons . 

LP 
100540 



q, 

•••• • • • • • • 
•••• • • • • • • 

• 
• •• • • • • • • 

• 
•• • . . . 
•• • 



Check # 101353 
Pr<iperty Id I MMS Eft. Date Recording Information State County I Parish 

TX299-389-276-001-00 08119/ 1998 11/ 09/ 98 BK 596 PG 647 ENTRY 003076 TEXAS Reeves 
M-100203 

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 South 360 acres of Section 30, Block 55, Township 5, T&P Ry. Co. Survey 

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

I Commissioner of the General land Office Federal Tax Withheld 
1700 N. Congress Avenue 1;L:/ 0.00 
Austin, 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 

08/ 19/ 2000 12 Delay Rental 41.25 0.00 .···· . •••• 
• TZ • 0.00 0.00 

• . . ' '.: 0.00 0.00 

1•1 0.00 0.00 n n d-1 -.r-. / 
••• ....... '-' v~tt:>J • • • ••• 
I I 0.00 0.00 

Instructions to depository: you have been des1gnated as depos1tory for the above descnbed payment(s). Please cred1t the proceeds thereof to the parties 
named and 1n the amounts 1nd1cated. Should any difficulty anse, make the deposit 1n a spec1al account, and contact us 1mmed1atel~ ~ 1 Q 13 5 3 



•••• • • •••• 
•••• • • •••• 

• 
• • • • • • •• • 

• 
•• • . . . 
•• • 



Check # 101355 

J 
Property Id I MMS Eff. Date Record ing Information State County I Parish 

TX299-389-276-002-00 0811911998 11109198 BK 596 PG 422 ENTRY 003051 TEXAS Reeves 
M-100203 

Property Name I Lessor 

State of Texas, acting by and through its agent, Dorothy Jean Keenom, Ind1v1dually and as Trustee of the Thomas Hill Puff Trust and as Trustee of the 
Nancy Puff Jones Trust 

Property Legal Description 
The South 360 acres of Section 30, Block 55, Township 5, T&P Ry. Co. Survey 

Payee Name l!t Address SSNITax Id Number 

State of Texas, acting by and through the 

0,\f 
Commissioner of the General Land Office Federal Tax Withheld 
1700 N. Congress Avenue 0.00 
Austin, TX 78701 Account Number 

~ Total Bank Charges 
0.00 

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

0811912000 12 Delay Rental 41.25 0.00 

• •••/ I 0.00 0.00 

•••• 
••••• 
• • • 'f I 0.00 0.00 
• 

•• • . • • 
• r 1 0.00 0.00 r , 

'.!J !J ~....:._{ ~-.:} 

4J 0.00 0.00 
• • ... 

Instructions to depository: you have been designated as depos1tory for the above described payment(s). Please cred1t the proceeds thereof to the parties 
named and 1n the amounts 1nd1cated. Should any difficulty anse, make the deposit 1n a spec1al account, and contact us 1mmed1atel~ ~ 1 Q 13 55 



(/ 
. 

\ 

I I I 
f 

.. 

•••• • • •••• 
•••• • • •••• 

• 
• •• • • • •• • 

• 
•• • • • • .. . 



• • • 

Check # 101359 
Pruperty Id I MMS Eft. Date Recording Information State 

TX299-389-276-003-00 0811911998 11109198 BK 596 PG 548 ENTRY 003065 TEXAS 
M-100203 

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

Property Legal Description 
The South 360 acres of Section 30, Block 55, Townsh1p 5, T&P Ry. Co. Survey 

Payee Name 8t Address 
State of Texas, acting by and through the 
Commissioner of the General Land Office 

?J :17 1700 N. Congress Avenue 
Austin, TX 78701 

1-
Payment Period Payment Amount Bank Service Property 
Due Date (in months) Description Due Charges Sub-Type 

0811912000 12 Delay Rental 3.75 0.00 

•• • • • 

County I Parish 
Reeves 

SSNI Tax Id Number 

Federal Tax Withheld 
0.00 

Account Number 

Total Bank Charges 
0.00 

Property 
Sub-Id 

•••• I I 0.00 0.00 
• ••• 

• 
• • • ' I 0.00 0.00 
• 

I I 0.00 0.00 

• •• • ()() f) 1 ~~II 1! • • •• '-' "' 
I I 0.00 0.00 ~ v 4 

Instructions to depos1tory: you have been des1gnated as depository for the above descnbed payment(s). Please credit the proceeds thereof to the part1es 
named and 1n the amounts 1nd1cated. Should any difficulty anse, make the deposit 1n a spec1al account, and contact us 1mmed1ateiN ~ 1 Q 13 5 9 



••••• 
•• •• • 

• • •• • 
• ••• • 

• 
• • •• • • • • • 

• . .. . 
• • • • • 



Check # 101361 
Property Id I MMS Eff. Date Recording Information State County /Parish 

TX299-389-276-004-00 08/ 19/ 1998 11/ 09198 BK 596 PG 521 ENTRY 003062 TEXAS Reeves 
, M-100203 

Property Name I Lessor 
State of Texas, acting by and through its agent, Virginia Glenn Hill Lattimore, James Robert H1ll and John A. Styrsky, Co-Trustees of the Houston and 
Emma H1ll Trust Estate; Virginia Glenn H1ll Lattimore, lnd1v1dually; and James Robert H1ll, Individually 

Property Legal Description 
The South 360 acres of Section 30, Block 55, Township 5, T&P Ry. Co. Survey 

'{00.0D 
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 
Du~Oitl!e (in months) Description Due Charges Sub-Type Sub-Id 

081 1~~000 12 Delay Rental 90.00 0.00 .···· . •••• 
{j 0.00 0.00 

• • • • •• 
I I 0.00 0.00 . 
• •• 
'( ,. 0.00 0.00 

uu blt8Sl 
I I 0.00 0.00 

Instructions to depository: you have been des1gnated as depos1tory 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 spec1al account, and contact us 1mmed1atei'N ~ 1 Q 13 61 



~ .. : .. ; 
' 

(3 ' 
· .~ .. 

, .. 1 

•••• • • •••• 
•••• • • •••• 

• 
• • • • • • •• • 

• 
•• • • • • •• • 

' 



Check # 101363 
Property I d I MMS Eff. Date Recording Information State County/Parish 

TX299-389-276-005-00 08/ 19/1998 11109198 BK 596 PG 783 ENTRY 003091 TEXAS Reeves 
M 100203 

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

Property Legal Description 
The South 360 acres of Section 30, Block 55, Township 5, T&P Ry. Co. Survey 

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

1\,s 
Federal Tax Withheld 

1700 N. Congress Avenue 0.00 
Austin, TX 78701 

Account Number 

~:X 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/ 1912000 12 Delay Rental 3.75 0.00 

•••• • • 
) . I. 0.00 0.00 

• • •••• 
• 

• J I • 0.00 0.00 . •• 

I I 0.00 0.00 ~~n ..... .., _L 
"'"' • 

• •• 
"'-' '-' v_c.,u u 

• • • 
./ l 0.00 0.00 

Instructions to depository: you have been des1gnated as depository for the above descnbed payment(s). Please credit the proceeds thereof to the parties 
named and 1n the amounts indicated. Should any difficulty anse, make the depos1t 1n a spec1al account, and contact us 1mmed1ateiN ~ 1 Q 13 6 3 
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•••• • • •••• 
•••• • • •••• 

• 
• •• • • • •• • 

• 
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