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Gun-a.! Laad OMct 
RdlaqaisJu:Dat Act Lease Form 
RtYtKd, September 1997 

on. AND GAS LEASE 

1HIS AGREEMENT is made md cntad imo this 19 day of August J9....2JL bctwea the Stare ofTc:as. aamc by IDd throop its 
aaent. H-S Miaerals and Real ty~d. 

or. ____________________________________________ ~-----

--;:;p:-,---:0~. --;:B::-o~x---"'l'l2~7""'2~81"r':114-,~A .... u---s"Tt"""'l'""n.,.-, ---=r=--x--=7~§""=7::-:5=-5=----=2 2 8 4 said 
11

cnt 

(Give Pcnn.mcDl Address) · 
JaerdD refc:md to u the owncrofthc soil (wbdbcrO:DC or more), aad Clay Johnson 

203 w. Wal 1 . Su ite 800 or 
Midland. T X 79701 

(Give Pc:mmcnt Addras) 

1. GRANilNG CLAUSE. Foe md ia c:oasidctmoa of the amotmts sated bdow md of the c:ovenants md qreemcnts to be paid, lc:pt and performed by 
Lc:ssce UDder this lease. the State ofTcus Ktinc by and throu&h tbc ownct of the soil. bacby erma. leases IDd lets uato Lessee, fOr the sole IDd only purpose of 
prospectinc and dnllin& for and producing oil and ps. byinc pipe !IDes.. buildinc tmJcs. =riD& oil md buildinc power st.uions.ldepboc.e r~ and oCber suu=urcs 
thereoa, to produce, save. taJce can: ot: treU md tnnsport said produets of the lease, the fi:>Uowincla.ads situaed in Reeves County, Stm 
ofT c::.us, toe wit: 

The South 360 acres of Section 34, Block 55, Township 5, 
T&P Ry . Co. Survey . 

cootainin .. c ___ -:::3~6::..;0::_ __ aacs. more or less. The bonus c:onsider.ition paid for this lease is as follows: 

TotheStateofTc:xas: One Hundred E i ghty-seyen and 50/100-------------------

••• • • • ••• 
•••• • • • •• • 

Dollars (S 1 8 7 , 5 0 ) 

To theo~oftbc soil: One Hundred Eighty - seven and 50/10-------------------
Dollan (S 1 8 7 5 a > 

Tolalbonuscomide:ratioo: Three Hundred Seventy...; five and 00/100---------------
Doll~ (S 3 7 5 . a a > 

The fiW ~ous consideration paid repr=u:s a bonus of, ___ F;,...:i;.;:f:;...;t~v-!=-....::a~n=d~O~O:.:...c../....::l~O~Ox_-_-_-_---=-=---=-=-----------------------------
• • Dollars (S 50. OQ ) per ace, 04 7 .;5 net aae:s... 

• • • • .1 TERM. Subject to the other provisions in this le~ this lease shall be for a tam of Five ( 5) years from this !We 
(here~ calfcd "prinwy t.c:m") and u lone tbaeaftcr as oil and ps, or eithu of them. is produced in paying quantities from said land. 
A$~ ia this lease, the tenD "produc::d in payinc quantities" me3I1S dul the receipts from the sale or other mdloriz.ed cooune:'Cial use of the: suhstance(s) c:o"ered 
exCA4 N21f poc:ltet operational expenses !Dr the six moruhs last past. 

• • 
• 

••• e • • • • 
3. • • Delay Rentals: If oil or gas in paying quantities is not being produced from the premises on the first ann iversary date of this Lease and there are then no drilling 
operations being conducted on the premises, then this lease shall terminate unless, on or before such anniversary date, Lessee shall pay, Vz directly to the owner of the soil 
and a like amount paid or tendered to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a delay rental in 
the amount specified in the following schedule multiplied by the number of acres then covered by this lease, which payment, when timely made, shall continue th is lease 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 continue for successive one· 
year periods during the primary term of this lease provided that payment is made on or before the anniversary date. 

Anniversary Date Delav Rental per Acre 
First $ 1.00 
Second $ 1.00 
Third $ 16.67 
Fourth $ 16.67 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



. • · . . PRODUCTION ROYALTIES. Upon production of oil and/or J&S. Lessee a,ere.es to pay or cause to be paid ooe-half(l/2) oftbe royalty 
provaded Cor an thu lease to the Commi.s3iooer oftbe Gcncn.l Lmd Office oftbe State ofTc:x.as. at Austin, Tens. and one-hal£(112) ofsudl royalty tu tbe owner of 
the soil: 

(A) On.. Royalty payable oa oil. which is defined as inc:Iudin&all hydrocarbons produced in a liquid form at the mouth of the weU md also as all 
eondensate, distillate, md other liquid bydrocatbons reeovered .from oil or ps run throu&h ~< sepanLof or olha equipmc:nt, ra ilc:n:inafa:l provided, shall be 

3/J 6 part of the gross production or the !narUt value thereof: u the option of the owner of the soil or tbc Commissiooer of the 
General Lmd Office, such value tu be dctcrmin.ed by I) the highest posted price. plus premium, iC aoy, offered or paid for oil. coodcnsuc, distillate, or other liquid 
hydroc:atbon.s. rcspcaiv~. of a lilcc type IDd pvity in lhc cencni area where produced and when run, or 2) tbc hi&hc.st market price thenof offered or paid in the 
&c:ncnl am wbcrc produced and wbco nm. or 3) the &fOSS proceeds of the sale thcrco~ whichcvet ls tbc p-ca%U. Lessee~ that before my &as produced from lbc 
leased premises is sold, u.scd or proc:csscd in a plmr. it will be run free of cost to the royalty owaen through m adequate oil and ps scpanzor of coavcntional type. or 
other equipment at least as efficic:Dl, so dial all liquid hydrocarbons m:ovenble from the ps by such means will be recovered. The requiremc:nt that such &as be nm 
lhi"Ough a separator or other equipment may be waived in writin& by the royalty owncts apoa such terms and conditions as they pcaen"bc.. 

(B) NON PROCESSED GAS. Royalty on any ps (ancJudin& tJan:d ps), Which is dcfi.ncd as all bydroarbons and pscous substances not defined 
as oil ia subpancraph (A) above., produced from illy weU oa said land (except as provided bcrcia with respect tu ps proc:cssed in a plant Cor tbc cxtnctioo of 
casolinc,Jiqwd bydroeatbons or other products) shall be 3/1 6 part of the JfOSS produ<:tioo or the nwket value: lhcrcot: It tbc option oftbc 
owner oftbe soil or the Commissio~~et oflhc Gc:ocnl Lmd Officz, suc:h value tube based oa the hilliest maticet price paid or offered for ps of comparable quality ill 
the &cnc:r2.1 ua wbcrc produced and wbcn nm. or the &fOSS price paid or offc:rc:d to the producer, whic::hever is tbc zr-eata; provided that tbc m.ximum pn:ssure base 
in measuring lhc cas under this lease shall DO( u my time exceed 14.65 pounds per sqaure inch absolutz:. acd tbc staDdard base tcnpc:raturc s!Wl be sixty (60) 
degree., FahRnhcir. COtTc:ctioo tu be made for pressure aa:ordin& to Boyle's uw, and for specific: IJTfity according to tc:sts made by the Balmcc: Mc:thod or by tbc 
most approv~ method of testing bcin& used by tbc iodustly • the time oftcstin'- · 

(C) PROCESSED GAS. Royalty on my gas processed in a gasoline plant or other plant (or the recovcty o( gasoline or other liquid hydrocarboas 
shall be 3/J 6 part of the residue gas md the: liquid hydrocarbons extr31;ted or the~ value thcrco( at the option of the 
owner of the soil or the Commissioner oftbc Geacral Land Office.. All royalties due bcrein shall be based on one hundred pc:rcent (100%) of the total plant 
production ofn:sidue gas aaributable to &as produced from this lease. a'nd on fifty pc:rccnt (50%).. or that pc:n:cnt ac:auing to Lessee. whichever is the grca~c:r, of the 
total plant production oCiiquid hydrocarbons aaributablc: to the g:as produced from this lease; provided that if liquid hydroc:lrbons ~recovered from gas processed 
in a plmt in which Lessee (or its p~nt, subsidiary or lffiliatc:) owns an int=t, then the percentage appliable to liquid hydroc.vbons shall be fifty pcn;ent (50Yo) or 
the highest percent accTUin& tu a third party procc:ssing gas through such plant under a proccssi:n& averment negotial:cd at ann's length (or if there: is no'sucll third 
party, the highest percent then being spcci.!i~ in processing agrcc:ncnts or contr.JCU ia lhc industry). whichever is the grealcT. The respcetive royalties on residue &as 
md on liquid hydrocarbons shall be determined by 1) the highest m.arlcet price paid or offered for any gas (or liqu.id hydrocarbo ns) o f comparable quality in the 
Jenera! ~a. or 2) the gross price paid or offered for such residue: g:as (or the weighted zveragc: gross selling price for the rcspcc:tNe grades of liquid hydrocarbons).. 
whichever is the grc:ala. In no event, however, shall the royalties payable under this paragraph be Jess than the royalties which would have been clue had the gas not 
been proccsscd.. · 

(D) OTifER PRODUCTS. Royalty on c.vbon bl3j;lc, sulphur or a.ny other products prodUced or manufactured from gas (excepting liquid hydrocarbons) 
whe~erJ#id gas be "casinghead. • "dry, • or any other ps, by fractionating. burning or any other processing shall be 3/1 6 part of the 
gro~~~l!ttion of such produc;ts, or the market value thereof, at the option of the owaer of the soil or the Commissioner of the General Land O ffice, such marltc:t 
value. '!>.be de~ined as follows: I) on the: basis of the highest marltct price of e:u:h product for the: same mond! in which such product is produced, or 2) on the 
basil orCS~ average gross sale price of each -Auct for the same month in which such products are produced; whichever is the gmuer. •• • Y•'"""" 

• S. MINIMUM ROYALTY .. During any year after the: expiration of the primary .. tam o(tbis lase, if this lease is maintained by production, the royalties 
pai4 Mcf~ Plis lease in no event shall be less than an amount equal to the total annual delay rental l=ein provided; otherwise., there sball be due and payable on or 
befo~'\llt'last day of the month SU«Cediag the anniversary date of this lease a swn equal to the tutal Ulllual rental less the amount of royalties paid during the 
prc::~fc:.ar. lfoPaagJ&ph 3 o(ltsis lease dow oot spcci:fJ a dciBJ IUitid anowt; ttsca for the pUipOscs of this paragraph, the: delay rental amount shall be one 
doll at (SUO) per ac:rc.. 

• 
• • • • ~- ROYALTY IN KIND. Notwithstanding m y other provision in this IC3St; at any time or from time to time, the owner of the soil or the Commissioner 

of Ule ~enera! Land Office may, at the option of either, upon not less than sixty (60) days ootice to the bolder of the lease, rc~i.re that the payment of any royalties 
Kcnli~" tosuch royalty owner under this lease be made in kind. The owner of the so il's or die Commissioner oftbe Genc:r.U Land Office's right to take its royalty ia 
kin3~1tilr :ot dirftiniih or ncguc: the owner of the soil's or the Commissioner of the General Land Office's rights o r Lessee's obligations, whether express or implied. 
under this lease:. 

7 . NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (JDcluding those paid in kind) sbaJI be '!"ithout deducti011 for the cost of 
producing. plhering. storing. separating. treating. dehydrating. eomprcs.sing. processing. transporting. and othawisc making the oil, gas and other products 
hereunder ready for sale or usc. Lessee agrees to compute md pay royalties on the gross val~ m:eived, inclucililg my rcimbunemcnts fur severance taxes md 
production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to 
process gas produced hereunder in any processing planl Notwithsunding any other provision o f this le:ue, and subject to the written consen t of the owner o f the soil 
md the: Commissioner of the Gencr.Ul.olnd Office, Lessee rru~y recycle gas for gas lift purposes on the leased premises or fo r injection into any oil or gas producing 
formation underlying the le:ued premises after the liquid hydrocarbons contained in the gas have been removed; no royaltie.s shall be payable: on the recycled gas 
until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a royalty under this lease:. 

9 . ROYALTY PAYMENTS A.'ID REPORTS. AJJ royalties not talcen in kind shall be paid to the Commissioner o f the: General Land Office at Austin. 
Tex as, in the following manner. 

P ayment o f royalty on production of oil and gas shall be as provided in the rule.s set forth in the Texas Register. Rules currtntly provide that royalty on oil is due 
md must be received in the General Lmd Office on or be fo re the 5th day of the se cond month succeeding the month o f production. and royalty on gas is due and 
must be rece ived in the General Land Office on or befo re the 15th day of the second month succeedin g the month of production, accompanied by the affidavit of the 
owner, manager or other authorized agent.. comple ted in the form and manner prescribed by the General Land Office and showing the gross amount and disp~siti~': of 
all o il and gas produced and the market value o f the oil and gas, together with a copy of all documents, records or re portS confinning the gross production. dasposau on 



;md marlcet value !ncluding gas meta ru.ding.s. pipeline receipts, g.as line receipts and other chcclr:::s or memorand:l of amount produced aru1 put into pipelines, bnb 
or pools 0111d gas lanc.s or &U stoi'1Jic. and any other reports or records wruch the General L3.od Offic:c may require to verify the gross produc::.ion, disposition and • 

' market value. In Ill ~es the ~uthoriry of~ manager or a&entto act for the Les.s« herein must be tiled in the Gene~ Lmd Office.. ~ royalry payment slu!J be 
:u:~mp;mied by a theclc nub, schedule. summary~ other rtmitUnce advice showin& by the assigned General L.md Office I= number the amount of royalty be" 
pll.ld on each lease.. lfl..c3c-e pays his royalty oo or beforc thirty (30) days a1\cT the royalry ~=twas due, then Lcs.see ~ a pe;1a.lty of S% on !he royalty · Lng 
S2S.OO, whichever is grc3Ur. A royalty payment which is over thirty (30) days laLc .sh.a.ll ac=~e a penalty o f I o-h ofth.e royalty due or S25.00 whichever is~ 
In a!!dition to a penalty, royaltic:s shall :~CaUc intc:Tc:St at~ r.U.e of 12% per ye3r, such interest will begin accruing when the royalty is sixty (60) days overdue. · 
A.ffi®vits and supporting documents whic!t are not filed when due shall incur a penalty in an amoiiiit set by the General Land Office adminis:;ative rule whic:.i is 
effective on the date whc the affidiiVits or supporting documents we:e due. The L=ee shall bc3r all rcsponsibility for paying or c:wsing royalties to be plid as 
prescribed by the clue date provided herein. P~ymc:m oftbe delinquency penalty shall in no way opc:-at.e to prorublt the State's right o(forfeicurc ;u provid.ccl by 1~ 
nor a.c:t to ponpone the date on which royalties we:e ori(in.llly due. The above penalty provisions shall not apply in= of title disput:: u to the Sta!:'s portion; 
the royalty or to !hOlt po~on of the royalty in dispute as to fair m:lrlc...-t value. • . 

10. (A) RESERVES, CONIXACTS A.'ID OTHER RECORDS. Lc:sJee shall annually famish the Commls:sioner of the G=eral Land Offic; with 
its best possible cstima1e of oil and glS reserves underlying this lease or alJOc:::lble to this lease and shall fum ish said Commissioner with copies of a.ll contra.cts under 
which gu i.s sold oc p~d and all su bse q UeD t agreementS and amcndmcn ts to such coatra.cts with in thirty (3 0) days :a.ft.cr entering iruo or nulc.in g such contn~:ts, 
agreements or amcodmcnb. Such contracts and :agrec:mcnts when =ivc.d by the Gc:ncral 4nd Office shall be bcld in confidence by the C~ L3nd Office unless 
otherwise wthoriud by Les.se:. All other contracts and I"CQlrds pc:taining to the production, tnn.sportarion, sale and awkc:ting of the oil a.ad ps produced on nid 
prem i.ses, including the boob and aceoun ts, = i p ts 3tld di.sclurg es of alI wells. timks. pooll. me tz:n. and pipe Jines sh.alJ at all times be su: j~ to inspection and 
cx:unin;Won by~ Commissioner of the C..:nc:raJ l..alld Offic; the: Anomey Gencal. the Governor, or the l'G'rr:senutivc: ofaz:ry ofthc:m. . 

(B) PER. "'TT$, DRILLING RECORDS. Wriarn z;otice of all opcratioo.s oa this I= shall be submic.ed 10 the Com:nis.sioncr of the Gcn<:raJ 
Land Office by l=see or opc:r.uor five (5) d:lY3 before spud da.te, woric:over, rc-<ntry, temporary a.bmdonmcnt or plug 1nd ab3.1lconment o f any well or wells. . Sue:!! 
wrinen notice to the General L3.11d Oflice shall include copies ofR.lilroa.d Commission forms for application to drill Copies of well~ completion reports <llld 
plugging reporu shall be supplied to the Gcnc:ra.J Land Office at the time they aK filed with the Tens R.a.ilroad Commission.. All applic.1Lioru, permits, rcporu oc 
other filings that reference this lease oc any specific weU on the leased premises and th.a1 arc submitted to th_e TcxJ..S R..J.ilroad Comm.ission or any other govc:nmenta.l 
agency shall include the word 'St.:u.c' in the title. A dditiorully, in 3e:;0rdance with R..J.ilroad Co=issioa rules, my signage on the lased ~rc:n~ for the plllpose of 
identifying wc:ll.s, t.an.i: batta:es or other =ocia.tcd improvrn~enu to the Ja:od mUst also include the word ' Sute. • ~=shall supply :he Gc:~er.ll Llncl Office with 
any rccords. rmmor:111da, a.c:::ounu, reports. cuttings ;md corc:s, or other infurmarioo n:l:uive to the opc:nt.lon o( the above-desc:ibed prcmises, whic.'l lli3Y be 
rc:quc.sted by the Gcnc:.-aJ Llnd Offi~ in 3.l!.cliticn to those huc:in aprc:s:sly p rovided for. Lcsse: sh.;JI have an clectriC31 mdlcr r:l.dioi!Ctiviry survey m:~.de oa !he 
borc-hole section, from the base of the surfa.c::: ~ing to the toul dc:;>th of well, of all wells drilled oa the above dcs~eed p=ise.s 3tld shall transmit ,a tnle copy o f 
the log of e3.Ch survey on c:tch well to the Genc::-al L3.11d Office within fi.IU=l (IS) days a:f.a the making of said survey. 

(C) PENAL TIES. Lesse: shall incur a pc-:1a..lty whenever reports, documents or other m~:ials arc: n ot fi led in the C-c::~e:-:11 Llnd Offic:c wbe:1 
due. The penalty for IJ.Le filing shall be set by the Gc:1eral L:lnd Offic:.: :ulministrativc: rule wbic.'l is eF.cctivc: on the dare wh= the materials werc clue in the C~Cr.u ' 
LmdOffice. ~ 

I I. DRY HOLE/CESSATION OF PRODUCTION Dl.'RJNG PRIMARY TER..'vt I!. during the prir:1ary t.:rm her:: o f and pr.or to discovery md procluc:t!on 
of oil o r gas on said land, Lesse-e should drill a dry ho le or holes thereon. or if during tr.c primart term hereof and af'..cr the discovery and ac.ual produc:tion of oil or 
gas from the le:ued pmni.sc.s such production thereof should = from any c:ruse, this lease slu.ll not t:xtinare if on or be!"cre the c:::pir.uion oi si;uy (60) days r.Om 
cl:11e 41f ••mpletion of said dry hole or c...--ssation of production ~ee commences additional drilling or re"?t'Orlc.ing opc:r.llions t.'le;,:.on, or pOI}'l or tenders the nc:tt 
m~ ~~!y rental in the same nunner J..S provided in this lease. If, during the l:ut yc:Jr of the primary term or w ithin sixty (60) d:~ys prior thereto, a dry hole be 
com•'-~ and abandoned, or the: production of on or g:u should c= for any QWC. L='s rights shall remain in full fo~ and effec: w ithout further opa:Uio~~ 
unt1'1.lQc! :;fpiration of the prirr.ary tetr.l; and ifi.=ee bJ..S not rcs umed production in paying quantities at the cxpir.llion of the prim:lf'/ term, L=e: may maintain !!lis 
lease 'iJ conductin~ additional drilling or rcworic:ing operations pursuant to P:u-agr.1J)h 13, wing the cxpir.~tion of the prinury term :u the date o f cc.ss:ujon of 
prod~<it~o.n under Paragnph 13. Should the fu:st well or any subsequent well drilled on thC. above clcsc:ibed land be complc::.ed J..S :1 shut-in oil or g:u well within the 
prilfl~ tclm hereof; Usse: may rc::sume paymct of the: annual rcnt.:ll in the same m;mner as provided hc:.-ein on or before: the ~r.~tal j):lying dat.: following the: 
expi!:Jtio~ of sixty (60) days from the-daf=, ofc:omplelion ofsuc.'l shut-in oil or g:u well and upon the failure: 10 make suc.'l pay ment, this lc:ue shall ipso f:u:to 
te1111~ !If at the expir.u.ion of the primary tc:":n o r my time there:l1ter a shut-in on or gas well is IOC3tcd on tbe leased premises, payme:1ts may be made in 
acc:oPdancl with the shut-in provisions he::o!. 

• 
• • • • • !12. DRlLLING A.'ID R..CWORKING AT EXPIRATION OF PR1MA.RY TE."-\o( If; at the c-;:pir:ltion of the primary te:m, neithe: oil nor ps is bc!ng 

prod!ced <1n s:Ud land. but Lessee is then e:~gaged in drilling or reworking oper.l1ions ther:on, this leJ..Se shall rc::na..in in fo re::: so long as o~ons on said •.or.:ll ~r for 
ddli~,.o{tework.ing_of JJIY additional well ar.: prosecuted in good faith and in-worbnanlike manner without interruptions totaling more tha.1 s ixry (60) ~ays dunng 
;my "ne suth oper-:~tion. and if they I'C'SUI! in the prcdue::ion of o il l!ldlo r gas, so long thc:.rcJ..t'..:r as oil and/or gJ..S is produced in p:1ying q=titics from s:ud land. or 
payme:~t of shut-in oil or gas "-¥ell royalties or eompe=ory royaltie3 is :n:ule :u proviclc.d in this lc:lSe. 

lJ. CESSATION. DRlLLING, AND R..CWOR.'<.ING. U: after the expir.uion of the primary term. production o f oil or g~ from :..,e leased premises. after 
one: obtained, should c=se from any cause. this leJ..Se shall not tc:"mina.t: if Lessee commence: additional drill ing or rcworlting opentions ·.vithin sixty (60) days 
after such =:uion, and this lease shall remain in full force and el!ect fo r so long as such operations continue in good faith and in worlcmanl ike manner without 
interruptions totaling more: than sixry (60) days. If suc.'l drilling or rc:worlc!ng o pc::"l.tio o.s =ult in the production of o il or gJS, the J~e sh:Li l remain in full force ;md 
effect for so long as oil or gas is produc:.:d from t.l:e le:ued premisc:s in pay ing quJJlti tic:s or payment of shut·in o il or gJ..S well royaltie.s or payment of compensatory 
royalties is made as provided herein or as provide:! by Jaw. If the drilling or rc:worlcing operations result in the completio n of a we: II as a dry hole, the Je:ue will no t 
terminate if the Le.sse: commcnce.s additional drill ing or reworlC:.ng oper.u.ions w ithin sixty (60) d:rys after the co mpletion o ftr.c well :u a cry hole:, and this le:!Se 
shal I remain in effect so long as Lessee continues drilling or =vondng opcr.l1ic ns in good faith and in a worlan:ullike m:1.1r.er without intc:7"Jptions tctaling more 
than sixry (60) dlys. Lessee shall give wriaen ncti~ 10 the C-cneral Ur1d Offi~ within thirty (30) clays of m y c: ssat icn o f prcducticn. 

14. SHUT-IN ROYALTIES. Fo r purposes of th is p:lr.lgr.lph. 'well' mcll\S any well that has l:e::1 J..Ss ipcd a w e!! number by the st:Ue agc:1cy ~avin_g 
j urisdiction over the produc:k n of oil md gJ..S. I C. at any time: :1.'t.: r the ex;>intion of :he primuy term of a leJ..Se that. unr.il tc:ng shut in, ,,.as being maint:llned !". 
fo rce and e ffect, a well ca pable of ;Jroclucir. g oi l o r gJ..S in paying qU311titics is locJ.Le:i e n the leJ..S: d pr.:rnise.s, but oil or g J..S is not being prcd~.:c.:d for !Jclc of suluole 
production !"acilitie3 or lad e of a suit.lblc m:uht. then Lessee .nay pay :u a shut-in oil or g:lS royalry an :!.l'!'lount e q~ :o doubl e the annual .-e nt.:ll p:ovidc:d in the 
le ase , but ne t less th;m .S 1,2'JO l ye:u- fo r c:Jc~ w e ll capable o f producing oi l or g:lS in plying qu:~.ntitie;;. lf?J ...,. uph 3 ofd.is :e:r:_ <k«:s ltd 5,i'!t.l y a d.bj . e111Lll 
ll:illvcllt; tlic .> for the purpcses o f this par::g..""Jph. th e delay rental llr.oura sh:Lill;c one dollar (.S l.CO) s;e: ac::. T o l:e cffec::v: , e ach initial !:O"J:·in oil or g:lS royllr;' 
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must be paid on or before: {I) the e.xpir.Woo of the priawy term, (2) 60 days after the Lessee c=ses to produce oil or gas fr1)m the l=d premises. or (3) 60 d:~y 
a.fu:r Lessee completes Ol drilling or reworking opentioo i.o =rciance with the lease provisioO:S; wfljcbever date u l:i!c:st. Such payment shall be made one-ha)( sl/2 
to the Commissioner of the General L=d Office Olnd one-balf{l/2) t.o the owner of the soil. If the shut-i.o oil or gas royalty u pa.id. the lease shall be considered~~ 
a ;>reducing lease Olnd the payment shall c:xtend the term of the I= for a period of one Ye:lr from the c:nd of the prirrwy term. or fro m the fim day of the month 
following the month in which production~ acd. alta that. if no suitable production f~i l lties or suit:lble m.arlcct for the oil or gas c:xisu, Lessee may extend the ' 
lease for four more m~ive periods of one (I) year by paying the same amount c.3Ch 'fe:Jr on o r before tbe expir.~tioo o fc:a.c:h shut-in y~. 

15. COMPENSATORY ROYAL TIES. U: during the pc:iod the le~ u lcept in effect by p2)'Tilent of the shut-in oil or ps royalty, oil or gas is sold and · 
delivered in paying quantities from" well )OQLed witb.i.o one thcUSOll)d ( 1,000) fe:t o f the leased premises and completed i.o the .sam.e producing rcsavoir, or in my 
case in which dni.oage ~ occ.uring. the rig.!l.t to continue to mainuin the !ease by ~g the shut-in oil or ps roy3lty shall =· b~o-t the lease slWI remain ctr:~ · 
for the remainder of the year for whic!l the royalty bas been paid. The U= mzy m~tl.i.o the le= for four a:orc me=s.sive ye:JrS by ~e:: paying COI'lljl<:ns;tto e 
royalty .Oll the ~y~ty r.uc provided i.o the IC3Sc of the nwnt valu_e of production from the weU ~i.og the ~e or which is comp leted :n the ~e produc:ing ry 
rescrvou- Olnd w1Wn one thousand (1,000) f= of the l=sc1! premues.. lbe compensOl!Ory royalty LS to be pa.~d monthly, ooe-half( l/2) to the Commwionc:r of the 
Genen.ll.atld Office :&nd one-h3Jf (112) to the owner oftbc .soil, beginning co or before the last day of the month followi.og the mooth in wltich the oil or gas is 
produced from the well =ing the c1nlnage or that is completed i.o the same producing ~oir and loc:ucd withi.o one thowOlnd (1,000) feet of the leased Premises. 
l£ the compcns;uory royalty paid in arry 12-month period is i.o an amoWlt less t.han the annual shut-i.e oil or gas roy3lty, Le=:e shall~ ;m amount equal to the 
dilfcr: :-~cc within lhirty (30) days from the end of the 12-mcotb period. Compe:uaLOry royalty paymartS which are not timely paid will accrue pc:ulty ~ illtcTc:st in 
accordJ.Dcc with P:~t11gnph 9 of this 1=. Nooe o!thesc provisions will relie-1: I..c::s= of the oblip.tioa of=onable development no r :1le oblig::ltioa t.o drill offset 
wells :IS provided in T c:cas Nan=! Rc:sour=s Code S2.17J; however, Jl the detaminat.ioo of the Commissioner, Olnd with the Commissioner's written approv;J.), the 
payment of compcns31.0ry royalties c::m sarisfy the oblipeon to drill offset wells.. . . 

16. RETAINED ACREAGE. Notwithst:lnding any provis:oa of this le:J.Se to the cootr:lr)', Ul.c:r a well producing or C3pable of producing oil or gas 1w 
been completed oa the IC3Scd premisc.s, t..es.su shall cxm:isc the diligence of a =nably prudent ope.r.uor in dr:lling sud1 addirional well or wells as mey be 
rc:JSon:lbly n=azy for the proper development of the lease d premise and in rnart::ting the production thereon. 

(A) VERTICAL In the cve:~t thu Jc=e is in !"orcc JtJd ef!'e.::t twO (2) ye:ITS :li'..er the ~ir.t.Coo ~ of the primary or cx-..e:~dc:l term it shall thea tcrminax.e 
as to .UI of the l=d pn:mise3. EXCE.?T (I) 40 =surrounding~ oil well c:!p2ble of proeuc:ng in ;leyiog qU3lltities and 320 = SUtl'tlunding exh ps ·.v.:ll 
Qp:~ble of producing in paying qU3lltities (inc!uding a shut-in oil or ps well as provided io P:lr.l.gl"3;lh I • :..ac:ot), o r a well upon ·;vhich Lc::s.sec is then eng:1gcd in 
continuous drilli.og or :-ewcrldng opcr:u:icns, or (2) the numOc:r o(a.c:res included in :i producing pooled unit pursuant to Tc:cas N;uun.J Reso urces Code. 52.151· 
S2.1 SJ, or 0) sue!! gTC:ll_"T or I= m:rnbcr of= as may thc:J be .Uioc=d for production purpose; to" proraion unit for c::tc:t mc!l producing well 

1
um!cr the rules 

and regulations o f the R.lllroad Co=lssion ofTc::us, or :In)' suc=r :~ge:tcy, or other govcrnmc::lt.al authority ·:.-.ving j urisdiction. If :u: any time after the cflec:tive 
date of the parti3ltermination prov isions hereof; the applic:lble field rules ar: c.'langcd or the well o r wells Joc:u...~ :bc:-c:on lr.: r:classificd .so th:u less acn::1ge is 
t.~Jc:uftu :illoc:tted to SOlid well or wells for production plllj)OSCS. this lease shall thercupco te:min= as to all ac:e:lg: not thc::::J.fu:r .Uioc:ued :0 said well or ')'Clls for 
pn::duction purposes. Notwit'ut.lnding th:: tc:rmin:uion of this le:lSe :IS :o 3 pcrtion o f the lands covc:::d hc:r::!:>y, L:.!sc: shall neverthclc:.ss ~ntinuc: to have the right of 
ingress to JtJd egress from the lands still rubjcc to this le:~Se for JJJ purposes descibed i.e ~h I bcreot:: tog::.'lc: with eJ.Scmc:;,LS and rig.hts-<>f-w:~y for e:dsting 
roads, c:x.isting pipelines and other existing fac ilities on, over and ac:oss JJI the lands desc.-ibcd i.e P:lr.l.g1'3ph I hc:eofrthe re::Lined l:~t~ds • ), for ac~ss to and fr~m the 
reuincd lands :~t~d for the gathering or tr.lnSport:u.ion o f oil, gas and other micenls produc:d from l.!:e rc::Lined la.r.ci!. . / 

• • • (B) HORlZO!-."T AL In the eve:tt :.'lis lease is in force and e::ec:t rwo (2) year.; a.ftcr the c:xpi.r.uion d:u= of the prim:try or CX"-~dcd tc:r.n it shJJI fun.'lc: 
t:~il!!t;iJ t.o all dej)ths be!ow 100 feet xlow the total depth drilled (bcrcinafta "de: per dc;Hhs") in c:IC!J well!=:! oo acre3ge re:.Jjr.cd in Par.~g:ra.ph !6 (A) 
abov; •• ~ICSl on or xforc two (2) yQC'S 1ftCT the primary or =de:! t.crm L=.."':: p3)'S an amount : qual to one-hal£ ( 1/2) of the bonus originally paid as 
coraide~~en for this le:!Se (as specified c o page 1 her= f). If me. 'I amount is paid. thu le::uc sh;JJI !:>c: in force and e ffect as to such de:pcr dept.'u. and said ~ ' 
termin!tion•shall be delayed for an additional pcr.od of two {2) yc= md .so long there3ftcr 3;S oil or gas is produc:.:d io paying quantities from such de:: per de;>L'Is 
coverea by this le:!Se. • 

•••• • • 
• • • •cq IDENTIFICATION A.'ID FTUNG. The surface :lee3ge ret:lined hereunder as to =:t well shall, as nc:~tly as prac:iC31, be iD the form of a sq\1.31'C with 

the »'•U l~ed in the = ter thereof; or such o t.':er s.'lape as m:J)' be aJ:prov:d !:>y the Commissioner of the General L3nd Offic.:.. Wit.'! in t..'lirty (30) days afu:r parti:Jl 
t:rrnillation'bf !his lease as provided hc:-c:n, I..:s.s.:: shall a:cute 1nd record a release or relc=es coot:Uning 3 s:ttis f3c:Ory lcgJJ desc.-iptioo of the 3c:-c:J.ge and/or 
depths ~ol ret:lined hereunder. The: re~rded release:. or :1 c:.::tified c:opy of s:u:'le, shall be fil ed in the <ft:nc::tl L3nd Offic:., =:em panic:! by the filing fc: prescribed 
by ~e Gen«:ii Land Offic:.: rules io effect o n the: 61e the release is filed. 1£ ~ fails or refuses to execute and re:c rd suc!l rele:ISe or r:leases within nine!)' (90) 
days ~e~ 't:ing rcquest.:d to do so by tl':e Ge:-~c:n.ll.atld Office, then the Commissionc.: :u his sole: disc:-::tion may dcsi~:u.c by writlc:J insc-ume:ll the ~e and/or 
depths t.o b$relc:!Sed here:1ndcr and record such instl'Urncnt :~t Le<...sc:'s o:perue in the county or counties where the lease is loc.:u.cd and in the official records of the 
Gen~::sf t!:d Offiee :ind such designation shall be binding upcn I...=e: ~or all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rcnuls. nor royalties paid, or to be paid, under this lease sh:ll l relieve~ o f his obligltion to prot.cct 
the oil and gas under the above~esc:ibcd land fr1)m being drained. Lessc:, sublessee. re::.:iver or e ther ag::-~t in control o f the leased pr::nises shall drill as many 
wells :IS the f:~c-.s m:J)' j ustify JtJd shall use :1ppropriau: me:~ns md drill to a dCiJth ne=sary to prcve:-~t undue: drainJ.ge of oil and gas f:om :he le:JSe d pre;nises. In 
addition. if oil and/or gas should be producd in commercial quantities within 1,000 fee t of the )eJ.Sed premises, or i.e any case where :he !e:lSed pre:n~ is being 
dr.tined by production o f o il or g:u., the L::s.see, sublc:!5ce, rcc:ivcr or other :t.g:n t in control o f the le'J.Sed premises sh:lll in good faith be g!n the: drilling of a 'Ne ll or. 
wells upcn the !eJ.Sed premises within 100 days il.ftc: the: draining ·.-.ell or wells or the well or wells complc:cd within 1,000 ~c::t of the leased premises sust ;Jrcducmg 
in ~mmercial quantities and sh3.11 prose -;ute such drilling with diligc:tc: . Fail:.~re to s:~tisfy the surJtor; offset obligat:on m:~y subj ect this lease and the owner oflhe 
soil 's ag:ncy rights to forfeiture. Only upon the dct.crmin:uion of the Commissioner o f the Gene~ Land Office and wit.'l his wrir.c:-~ 3pproval may the payme:1t of 
compensatory roy:llty under applic3ble starutory p;uametcs satisfy the obligation to drill an offset well or wells req~:ird under this p3.r:~.pph. 

18. FORCE MAJEURE. If, a.ft.:r a good fai th ~ffort, LeS3ce is prevented fro m complying w ith any a press or imp lid cove:t ant of this lease, fr1)m 
co nduc::ng drill ing oper:uions on the le:!Sed premises, or from producing oil or gas from the lc:!Sed pr::ni~s by reason ofw:~t, rexllion, rieLS, Strike$. :~c:s of God. or 
any vJJid order. rule: or oegulation of gove:nment authority, then w!'J ile so pr:ve::ted. ~ec's oblipcon to comply wi t.~ such cov:n:ltlt shall be swpc:tded md L: sse: 
sh:ll l not be li:~ble for damages fo r failure to comply with such covc:::~nlS; addi tionally, this lease shall be cxt:ndd while LcS3e: is prcve:-~t:d. by JtJY such Q W C. 

fro m conducting drilling and rcworl<.ing o perations or fr1)m produc:ng oil or g:~S fr1)m the le::.sed ;:re:71ises. Howevc:. no t.'1 ing in this p~""J.Tlh shJJI swpc~d the . 
payrr:c :~ t o f delay r:nuJs in order to maintain t.'1is lc:ISe in c~ec: during t.'le prim:u;t t:::':l in t.ic 3bsc:Jce o f sue!\ dr. lling o r n:worlcing ope r.uicns or producuoo of 011 

or g:u. 
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19. WARRANTY CLAUSE.. The: owner o f the: 3oil w31Tal1ts and :lgTCC:S to defend title to the lca.sed pn:mis= If the owner of the soil defaults. 
payments owed on the: leased pranises, then Les.see may n:dc:em the: rights of the: owner of the soil in the: ~d pn:mi3.el by paying any mortgage:., la:t~ 

0 

10
th . 

on the: lc:asc:d premises. If L<:-ssee malce3 payments oo be.half of the: owna of the: soil under this paragraph, LLssee ll'l3)' re~ver the cost of the3e payments~ er hens 
rental and royaltie3 due the owner of the: soil. · rn the 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns le33 thm the entire undivided surface esute in the abo 
deseribc:j land, whether or not Lessee's int:rest is specified herein, then the royalties and renul ~in provided to be: paid to the owner o f the soi1 3haJI be: pai: h" 
in the: proportion wbith his ina:rest bean to !lie entire undivided surface c:su.te and the: royalties and rental herein provided to be: paid to the: Commissioner orr: un 
General Land Offic::: of !lie: Stau: ofTe:xas shall be: liUwi.sc proportionately reduced. However, before l..essee adjuru the royalty oc tellul due to the: Coll11!U.uio f 
the General Lu!d Offiu.. Lessee: or his authoriz:d te;l=Dwivc: must submit to the: Commissiooer of the: General Land Offic:: a writtl::l statement whic!! expl;tins ~ 
discrepancy bc:tw= th\ intere3t purportedly l=d under this lease and the a.cru3l ina:rest owned by the awnc:r of the soil. The Cornmis3ioner of the Genc:r.u Land 
Office shall be: paid the value of the whole producticn alloc:lble to any undivided int:re.st not covered by a l~ Jess the: p roportionate dcvelopmc:u and produttio 
cost allocable to such undivided intac:.st. H owever, in no event shall the Comm.i.s.sioner of the Ge:ncnl Lu!d Office te""~ive as a royalty on the gross production ° 
alloc:Jble to the undivided interest not l=d a.n ounount Je:ss than the v;Uue o f onc·si.xtunth (l/16) of suo gros3. productioD.. 

(B) REDUCTION OF PAYMENTS. u; dwing the primary term, a ~rtion of the land covered by this lease is included within the boundaries 
of 1 pooled unit tha.t ha5 been approved by the School Lmd Board llld the owner of the soil in a=rdance with Na.tun.l Resolll'Ce$ Code Settions S2.1S l·S2.1S4 oc 
iL a.t any time aJkr the expintion of the prinury term or the atendc:d tc:rm, this I= coven a Je:s.ser number of= than the total amo unt described herein. ' 
paymeots tha.t are made on a per :~ae basis hereunder shall be: reduud according to the number of acres pooled, relc:J.Sd, !UtTendc::1:d, or otherwise severed, so uW 
payments determined on a per~ basis under the tc::rms of this I= during the primary tc:nn shall be c:alculmd bascl upon the number of= outside the 
bounda.ria of a pooled unit, or, if wr the c::xpir.uion of the primary term, the number of a.c:cs a.c:rua.lly retlined and C::lvered by this I= · 

21. USE OF WATE.tt. U..S.Sc:e shall have !lie right to use wat:r produced on said l=d nc:t::ss;uy for operations undc-:- this le.3.Sc: except Wa.l.:r from wells or 
tanks o f the owner of the soil; provided, however, ~c: shall not usc poublc: watc.r or w;uc:r suitable for livc:stoe.lc or irrig:uion purpos.::s for watcrflood operations 
w ithout the prior eonsc:nt of !he owner of the soil. 

22. AUTHO RIZED DA.\iAGES. Less~ shall pay the owner of the soil for d.ama.g::s c.:wscd by its opcations 10 all pc:'SOnal property, improverncntl, 
livestoc:Jc and c-:-ops on said land. 

2J. PIPEUNE DEPTH. Whe::1 rc:quest:d by the owner of the soil, Less~ shall bwy its pipelines below ? low d&:;lth. 

24. WELL LOCATION LIMIT. No well shall be: drilled ne=:r than two hundred (200) fc::t to any house or b;u;~ now on said pn:misel wit..'lout the 
writ:en consent of the owner of !lie soil. 

2S. POLLUTION. In developing this are:1, L:ssc:: shall u.s.c: the highest deg;rt.e o f C3l": o:nd all proper s.afeguan!s :0 pr:vc:nt pollution. Without limiting the 
fon:~oing. pollution o f t<lasul wetlands, n.arur.1l wate;-;vays. rive:-s and im pounded water shal l be pn:ve:ucd by the us: of containmc:n facilities suffic:c:nt to prc:vc:ll 
spillage, scep:~ge or ground w:n~r cont::l.l:nin.aCon. In the event of pollution. l...es5e: shall use all :nc::l."U a.1 its disposal :o rc:::li'rur: .1.11 esc::lpCd hydroc:ubons or o!hcr 
polluunt and shall be rc:sponsiole for all d3Jllage to public: and priv:ztc: propc:tie3. Les.sc: shJJI ~uild and ln3int:tin fe:1= uound its slush. sump, and d.r.l.inag: pits 
and tank baaeria so as to protect livestock apinst Jos.s, damage or injwy; a.nd upon comple :;oo or abandonment of :u~y well or ---lis. L:ssc: shall fill and level all 
s lus~ Pl'1l1ld ~!Iars and eomplc:t.ely clc::JJl up the drilling s ite of all rubbish thei"C1Jn. Lc:s.s<e sh:l!l, while eonduc:-.i:Jg operations on the Je;r.scd premises, Jc :~ said 
premiEc:s i'c: o f all ruobish, caru, bonla, paper cups or prb:J.ge, and upon com pletion of ope:-:uions shall restore the surface of the: land to as nc:J.r its origin~ 
co n~iu'tl~ and contcur.; as is pr=tic::l.blc:. Tanlc3 and equipment will be Jcept pain~d and pn:.sc:ll.3..ble . 

•••• • • • 
• • •26. REMOVAL OF EQUIP~. Subj ect to limiwions in this paragr:~pb.. L~ shall luvc: the right to remove machine ry and fLXtUrc:.S placed by 

L:ss~ on the lc:=d premises, including the right 10 draw 311d remove c::J.Sing. within one l1imdr::i twe.'lty (120) days after tl-.e ex? ir.lrioo or the cc:rmination of this 
le:V! ~~ the owner of the soil grants Lc:sse: 311 extension of this 12Ck:lay period However, ~e may not rc: roove casing from arty w ell c:~pabl c: of produc:ng oil 
and~;., paying qu311tities. Additionally, Lc:s.s<: may not dr.lw and remove c::J.Sing until J..f\c thirty (JO) days wria.:n colic: to the Commissione: of the Gcncr.U 
L.111~ p~~ and to the owner o f the: soil. 'T:lc: owner o f the: ; oil shall bct<lme the owner of any mac:11ir.c::y, fixtun:s . or C3Sing whic:.'l ar: net timely rc:noved by Lc:s.sc:: 
un~e: ~e ll:rms o f this p3l"a.gT:lph . 

• 
.;1.7. (A) ASSIGNMP.-<'TS. Under the: conditions c:ont:tined in this p~ph and Plll"'....graph 29 of this lc:;r.se, the rights md est:U.c:s o f c:illler party to this 

le:J!~ Pn~'~ :u.signc:d, in whole or in part, and the provisions of this lease shall cxt.ccd to and be !:linding upon their hcin, devise~ leg:!.! rcpresc:nwivc:s, sue"s.sor.; 
.11ld :u.si&n~. However, a cha.ngc: o r division in ownership o f the land. re:u.al-1, or roy:lltia will net e:llarge t!lc: obligJ.rioa.s o f Lessee, diminish the rights.. privi lege 
anc1~fofl.e~e:;impair the c:ffc:ttivc::~es.s of any payment made: by L:ss.:c: or impair the: :!':"c::::.ivc:nc:.s.s of any act ;:e:forrned by L.:s.se::. And no c:.'lange or 
division in owne:-ship of the land, renuls, o r royalties sh.l.ll bind Lc:ssc: for any pu17osc: until thirty [.iO) days lf'..c: the: owner oithc: sci! (or his heirs, dc:-lise:.s, lc:;;al 
rc:ptc3enutivcs or assigns) furn ishes the ~s~ will! ~fac:ory wri[!.c:;l cvidc:nc:: of the: ch311ge io owr.c:rship, including the original recorde d munimc:lts of title (or 1 

c:c::-:ilic:d copy o f sue:!! o riginal) wh·en the: owoership c.'langed b= of a convcyanc::. A 10ul o r partial assignmc:~c of this le;r.sc: shall, to the :xte:~ t oithe intcr'"...St 
a.s.signc:d, relieve and discharge~ of all subscque:~ t oblig.u.ions under th is lease:. If this le:l.Se is JSSigned in its c;tUrcty as 10 only part of the =:~.ge, the rightllld 
optio n to pay rentals shall be apportioned ;r,s between the several owner.; r:lUbly, ac::ording 10 the a.re3 of e11:h, and fai lure: by one or more o f them to pay his 5han: of 
the rental shall no t affect this le;r.sc: on the ?iltt of the: land upon which pro rau rentals arc: timely paid or ~ndered; howenr, if the: lSSignor or :l.SSignc:: does not file 1 

c:r-.ilied copy of such ;r.ssignme:~t in the Gc:~c::-31 Llnd Off.c:: be fore the next rc:nt.:ll paying date, the otire lease shall t:rmin= fo r failure to pay the c::~tirc rtncl due 
unce: P:~r.~gnph 3. Every assignee shall suc~ed to all rights and be subject to all oblig:uions, liabilities, and pc:1altic:s owed to t.'l c: S t.:U.: by the originallc:s.sc: c: or any 
p rier assigne: o f the lc:;r.se, including any liabilities to t.'le Sta~ for unpaid royalties. 

(B) ASSIGNMENT" LIMITATION. Notwi~ding any provision in P:lr'-VJph 27(a), if the: OWller o f the soil :1equir-..s this lease: in whole or in pa:'t by 
;r.ssig-:~ment willlout the: prior written approv:l! o f the Cc:mr.1issione: of the Gcnc:r.U LJ.nd Offic::. t.'lis lc:;r.s c: is void ;r.s of t!1e tir::c: o f as.sig::ur.c:~t and th:: agency power 
of the owner m~y be: for.eitc:d by the Commissione:. An ;r.ssignment will be ~Jt.:d as if it w : :-e r::laC: to the owner of the: soil if the assign~ is: 

( l) 3 nominee of the owner of the sci!; 
(2) a corporouion or subsidiary in which the: owr.er of the soil Ls a princ:pu stoclc.'lolder or is an c:nplo)'t : o f such :1 t<lrpor-.tion or subsidil!)': 
{3) 3 par".ntiShip in whic~ :he ownc:: o f t.ic sci! is 3 pat'::ler or :.S an employ~ of sue)! J p3T1:1e:-ship; 
(.1) :1 principal stocldioldc. o r :r.:ployc:: of :.'oe cor;c r.uic n which is tl:: owner o f the soil ; 
(5) a partner or c:np loyc: ln a ;Jatmc:sh ip \lohich is the owne: of the: soil ; 
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(6) a fiduciary for the owner o f the soil; includ ing but not lim.i~d to a g=r013%1. trustee, executor, admioi.str.uor, receiver, or c:onscrvato fi 
ownerofthc soil; or r or the 
(7) a family member o f the owner of the soil or related to the own.:r o f the soil by I'TWT'iage., blood, or adoption. 

28. RELEASES. Under the c.cmditions contained in this paragraph :tnd Pangra.ph 29, Lessee~ a1 any time exccu~ and deliver to the owoer of th • 
and place of record 1 release or releases covering any portio n or portions of the lc:ucd premises, :md thereby SUITCDdcr t.'lls le= as to such portion or ponions, c ~~ 
relieved of all subsequent obligations as to aat:age surrccdc.rcd. II any part ofthU I= i.s properly surrendered, the dc!ay rent.ll due under this lease s..\all be rc~ 
by the proportion thai rl'.e surrendcr:d a.c:;-c.age be~ to the a.c.-eJ.ge whic~ W:ll covered by this I= in.m.erlia .. tdy prior to sue!! surrender; however, suc.'l release ~~~d 
cot relieve L:ssee of any li:lbilitlcs which may h3vc a.cau.ed under this lease prior to the SUTT'C'IIda of sue!! ac:-cJ.ge. 

\ 
29. FlllNG OF ASSIGNMENTS AND R..ELEA.SES. II all or any part of thiJ I= is a:s:si g:oed oc rele;ucd, such assignment o r release must be ~rdcd . 

the county wher:: the land is s iru:u.e d. :md the = rdcd instn=cnt, or a copy of the =rdcd instra:c=t c.cni..ficd oy the County Clrn of the county in which the m 
instrument is recorded, must be filed in the Ge.'leral Land Office within 90 days of the last cx=tt:on ~ accomp:micd by the pr::seribed filing fcc. II any suc.'l 
assignment is not so filed. the rights ae.quir:d under this IC3.Se shall be subj ct:t to forfeirurc at the op tion ofrhe Dlmmissioner of the Gcnc::al Land OfSce. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lc= of rr.c abovcoOe:scribed l:tnd have bc-...II included in this instrument. including the 
statcment of the tnJe consi dcr.uion to be paid fur rhe = c;uti o c o f this Je;ue 3lld the r. ghts and dutic:s of the partic:s. Any coli a.tcTal a.grc:men 13 concerning the 
do:velopment of oil and ps from the le=d premisc:s whic!l 3l'C oot contained in tb.U lease render this l=sc invalid. 

31. FIDUCIARY DUTY. Tbe owner of the soil OWC3 the State 1 fiduciary duty aod on:st fully disclose OlllY fa.c::s affecting the SU!.c's interc:st in the leased 
premises. When !lie interests o f the ownc::r of !lie so il conflict witll those of the State, the oWDc:r of me soil is obligated to put the SLaU's inr..en:su before his JlCTSOnal 
intcrc.sts. 

32. FORFEITUR.E. IfLc::ssc: shall faj) o r refuse to malce the payment of m y rum within tllirty days alta it becomes due, or if Less~ or an authoriud 
:a.g:nt should knowingly make any false rerum o r f~e report conc:ming production or drilling. oc if Lc= shall fail or refuse to drill m y offset well or ~Ill in good 
faith as required by law and the rulc:s and regulat:ons adopted by the Comr.1issioner of the Gencr.JJ L:lnd Offic.:, or if !.-:sse: should fail to tile reports in the manner 
required by law o r fail t.o com ;:>ly with rules and regulations promulgated by the C-=cnl l.3nd Off=. the Sc.'lool Land Board. or the lUi !road Commission, or if 
L:ss~ should refuse the pre per :11.1thorit"J ac= to !lie records pcrt:Uning !0 opcr.u.ioru, or ifL:= or an :wthoriz.::d age:1t should bowing.ly fail or ref.J..Se :o give 
correct information :0 the proper authoriry, or bowingly fail o r refuse to fumi.s.'l the General l.3nd Offic:: a correct log of any well. or if L::sscc shall i::nowin~ly 
v:olate any of the m~rial provis ions of this lease, or if :his le:ue is :usignerl :llld the assignment Is oot file:! in L".c C-.:ncnl L3nd Offic: as requir:d by. law, the rig.hlS 
acquired under this le:ue s~al l b<: subjec: to iorfcirurc by the Commis.sionc=, and he shall forfei t s:ur.e when S'Jffic:entJ:, informe d of the fac:3 whicb authoriz: a 
forfe:rurc, and whc:J forfeited the area shal l :J.gain be subject to le:ue un<!er the terms of the Relinqui.ihmcnt Act. Howna , nothi.'lg be:-ein shall be const:n.Jed as 
waiv:.Og the Jutomatic te:minaticn ofth.is le= by opcr.u.ion oflaw or by re::.son oflny speC:allirr.iu.ton ar'.sir.g hc.-e:lll<!cr. Forfe:turcs r:1:xy be set :uide :l!ld L'lis 
le:l.S: :l!ld all rights thc.-eunder :-e :nsUI.cd !><:fore the :ig.':ts of anoLI)er in~:-vene Uf<:D sa:.:sia.c:ory mce:lc: to :.'l.: Commissione~ of the C-e:'lcal Land Office of furure 
ccmpiiance with the provisions of the law and of this le:ue and the rules and regulations that may be aeop~d relative hc.-e:o. · 

33. UEN. In :u:cort!anc: w io Texas Nat:ur:l! Rc:sourc:s Co<!e 52 JJ6,.the Sew: shall h.:lve a fim lien upon all oilmd gas prcduc:d from the are~ covered 
by this le:l!e to secure paymc:lt of all unprud royalty and other sums of money thai =Y lx:or.1e due :l.'lc!cr this le;uc. By ac--:?unc: of :his le:l.Se., lessee grantsllle 
St3~ in :ldt!ition to tbe lie:~ ;:rovided !:ly T=as Narural Resour= Clldc 52.136 lnd i!t'IY othc:- appilc:lble starutory lien, an e~pr-..s:; conC"J.C:Ua!lien on and security 
int;.~~ iJi le:ued minerals in and ex::-ac-..ed from the leased premises, all proc::=ds which m;ry ac.....-ue to Lc.sse: from the sale of such lease::! minerals, whether sue!! 
proc!cc!>-.u-e held by Lessee or by a third parry, and all fiXtUres on :ltld improvcmCTits to the leased ~=ise:s used in connection with the ;::roduction or processing of 
suc.IJoltp~ minerals in c r<!er to sc:::m: the payme:Jt oi all royalties or other amounts d11e or t.o bccor:.c =ue under this Je:uc :111d to SCC'.m: ?ayment of any datl)ag:s or 
loss W!ot lessor may suF.:r by re:uon ofL::s.se:'s breach of any covenant or condition of. this le:ue.. wh.c::.i'Jer e:::prcss or implied.. This lie:l JJ':d security inte:-est mJy be 
fon:-.:! esed with or without court proc::cfmgs in the mOlllner provide<:! in the Title I, Chapter 9 o f :he Tc:us Business and Comme:-~ Code. Lesse: ~::s that llle 
Co~ner may require Lessee to ae..-u t.: and re-...ord such instrUments as may be re;uonabiy n=sary to aclcnowledge., ana.ch or perfect this lien. Lc:sse: hereby 
rcp~!iti ~at tbe..~ arc no prior or super.or liens ;yi!ing from and relating to Lessee's activities upon the above-desc;ibcd prcpeny or from L:ssee's acquis ition of 
this lease . .Shou ld the Commissioner at any time de:.e:mine that this represent.:llion is :10t true, tho rhe Commis.iioncr m:ly dec!ar:: this I= forfeited a.s provided 
he:!~ · ·: 

• }4. POOLING. Lessee is hereby grant:d the right to pool or unitize th: royalty inte::st of :he owner of the soil unde~ this le:ue with :lilY other leJSehold 
o r ~1'2 !ntercst fo r the: exploration, develo pment and production of oil or gas or eitr.cr of t.hem upon the same terms 3.S shall be approve:! by the Sehooll:lnd 
Beard llld the Commissioner of the Ger:eral Land Offic:: for the pooling or unitizing of t.hc: int.erc:s:t o f the Sute unde: this lc:;ue pursu.:tnt to Texas N:uural Resources 
C~• ejA~ 1·53..153. Tnc: owner of the soil a&n:cs that the inclusion of this provision in this lc= satisfies the e:::ec-Jtion requirc:ne:ltS SUt.:d in Tc:cas Naru."J..l 
Reso•urc:s t::ode 52.1 52. 

35. INDEMNITY. Lessee he;-cby releases and discll:uge.s the: Sute ofT:x4.S aEd the owne r of the soil, their officers, employe"'..s, parmers, agents. 
contractors. subccntr.lctors.. g~:e.sts, invite::s, and their respective sue:cs.sors and assigns. of and from all and any :u:~ons and c:LUScs o fac!lon ofeve:y nature, orolllcr 
hum, including environmental harm. for which recovery o f damages is sought. inducing, but not lim ited to, alllossc:s Jlld expenses whic!l ar:: =ed by llle 
acjvitics of Lessee, its offic::-s, employeC3, and age:lts :uising out of, incidental to, or resulting 5-om, the operations of or for L::ssc:: on the le:ued premises 
he:-t:unde~. or th~t may arise out o f or be cxc:uioncd by Le:s.sc:::'s brea.c!l of any of the ~:ms or provisicns of this Agre::ment, or by lnY ot.'ler negligent or strictly liab.le 
ac: or omission of Lcsse::. Furthe~. Lessee hereby ag..-e:s to be li:1ble for, exonerate, indemnify, de:c:ld 3nd hold ~ar.n.les.s !lie Stat:: ofTc:c:u and the owner of Lie SOil, 
their offic:rs, e:nployc:s and ~ents, tbeir succ::.ssor; or assigns, a.g:li.nst any and all claims, li:l..biliries, Ia=, damages, actions, pc:-sonal injury (including dc:uh), 
costs :l!ld expenses, or other harm for which n::overy of dar.1a.g:s is sought, un<!a lilY theory inc!u<!:ng tort, conlr'..ct. or str.ct liability, inc!uding an.omeys' fees Jlld 
ot.'le r le;al cxpe:'!Ses, inc!uding those rc!a:cd to e:wironme:lW haurds, on U:c lc:J.Scd pre:nisc.s or i.n U'IY W'J'f re!Jted to ~e:'s failcr:: to comply with any :llld 311 
c:lvironmenl3llaws; those msing fro m or in any w:1y rel:ll:d to l:sse:'s operations or any other o fL::sse:'s ;u:tivitics on the le:ud prerr.iscs; thos:: :uising from 
L:ssc:'s use o f the surf a c.: of the leased pr::nises; and those th:ll mJy arise out of or be CX::.lSicned :,y Us.sec's brc:1c~ of any oi llle ter.ns o r provisions of lllis . 
Agrcerr.em or lilY other Jet or om isSion o f Lessee, its director>. offic.::-s, c:71ployecs, ;:=e:-s. ~c:Jls. con::.C'..ors., subconC"Jc:crs, guests, invitc:s, :l!ld their rtspccove 
suc::essor; and ~signs. E:1ch ;usigne:: oi :tis Agrc::r.e:lt, or an intc:cst thc:t:in. ~:.s to X li:U:Ie fer, e:tone;-;u.c, in<!c:noify, defc:1d :l!ld !:old hannlc:ss t.he S~:! of 
Tex as :l!ld the owner o flhc: soil, their of:ic.:r;, employees. and ag:nlS in the same manner provi<!ed above in connection wir..'l th e ac:ivitics o f Lessee, its effie:~. 
employees, md agents 3.5 described above. L '<CEPT A.5 OTHERWISE r.xPRESSL Y LL\llTED HEREIN. ALL OF THE Ii'iDE:\L'-'ITY OBLIGAT!Ol"S 
A.'\'D\OR ~lABILITIES ASSU;\IE'J u-;-.;DE~ TI1t: TIR."r!S O F HliS AGRE:EME:'iT SHALL BE WITiiO UT LL\t!TS A.'iD WI11Wu'T R.EGA..'li> TO 
THE C.-\ USE OR CAL'SES LiE;tEOF (EXCLL'Dr.-IG PR.E-EXIST!i'iG COi'fDmO~S) , ST:UCT li.A1!1LITY, OR THE ~EGLIGE;";CE OF .AJ'\'Y ?ARI{ 
OR PARTIES ( il'iCLUDIJ'IG THE :-iEGLIGE:'iCE OF THE INDDf.'lFIED PARTY). W!ITTrlER SUCH :'IEGLIGE~'CE BE SOLE, JOL"<T, 
CONCt.:RRE:"'T, ACTIVE, OR PASSfY'E. 



... ~ 

f . . ... 

. 36. ENVIRONME?-ITAL HAZARDS. ~shall usc the highest degn:e of= and all re:uoD3ble safeguards to prT:Yent contamination or pollu~ · · · 
:u'Y envllt)nmcnt:l.l mediwn. including soil. surl'ace w:uus, vounewuu, scdima~ts. and surfac:.: or subsurface straU. ambiCDt 1ir or any other c:nvironmenbl ~of • 
•n. on.' ~r under, ~e l=d premises, by any :ovaste. polhnanl, or conwninilllL Le$scc shall not bring or pamit to retn3in on the leased premises any ubesu;srm llln 
conum111g =als. o:xplosives, toxic: mat=lal.s, or substanc:.:s reiU!ucd 35 h='dous wastes. h=rdoll3 mataials, haz;ardoll3 subsu.nc:.:s (as the tcr.:n M~ 
Substance~ is defined in the Comprehensive Envirolli'Dental Response, Compcns.Won illld Liability Ac:t (CERCI..A). <42 U.S. C. Scc:tioos 960 I, c:t seq.). or !Oxic ous 
subsunc_cs under any fcdt:nl. ~or loc:all.aw or rqu}atioa ("P..zz:ll'doll3 Ma.taial.s'), except onflllal)' produc:ts comroooly used in conn.ec:tion with oil 3lld l:U 
c:-<;:lcns..:oc ::!:~ c!:Y:!opo:e:H opcr.Woru i!nd ncred in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION 
SHALL CONSTITUTI: A MA TE.R1AL BREACH A.'ID DEFAULT HEREUNDER .A."""D LE.S.Sl:E SHALL INDE.~IFY, HOLD HA.R.\Jl..LSS A.'m 
D En::ND THE STATE OF TEXAS .A.'ID THE OWNER OF THE SOIL FROM .A.'ID AGAINST A.'N Cl.AL\15, DA.~GES. JUDGMENTs, PL'IAt n 
LlABILrrn:.s, AND ~OSTS (INCLUDING REASONABLE A TTOR...,.EYS' FEES AND COURT COSTS) CAUSED BY OR ARlSING OUT OF (I) A ES, 
VlOU TION OF TH! FOJU:GOING PROHIBmON OR (ll) THE PR.ESV/CE, RELL\.SE. OR DISPOSAL OF A.'N HAZARDOUS MAT.E.RIALS ON 
UNDER. OR ABOUT T.dE LEASED PRL\!ISES DURING LESSEE' S OCCUP A.'KY OR CONTROL OF T.dE LEASED PRE:VOSES. LESSEE SHALL' 
CLEA."'' UP, RE:'rfOVE, RL"\iEDY AND REPAIR A.'N SOIL OR GROUND WATI':R CONTA.~liN.ATION A. "''I> DA."\i.AGE CAUSED BY 'IRE 
P:RESE:"/CE OR RE! .EASE OF Ju'N H.AZ.AlUlOUS MA. TElU.ALS IN, ON, WIDER. OR ABOUT THE LEASED PRE.'rOSES DURING U:SSEE' S 
OCCUP Ju"''CY OF TdE LEASED PRDflSES IN CONFOR.'tf.A."''CE wmi Tii.E REQL'IR.Dn:YI'S OF APPUCABLE U W. TlllS 
INDEMNl.FICA TION Ju'ID ASSUMPTION SHALL APPLY, Btrr IS NOT LIMITED TO, U.A.BILITY FOR RESPONSE ACTIONS UNDERT Al<E'I 
PURSUANT TO O:RCLA OR ANY OTHER :E:'JYIRONM.Drr .AL LAW OR REGULATION. LESSEE SH.ALL o-L\fED tA T"".c.L Y GIVE 11iE STAn; OF 
TL'USA."''D THE OWNER OF 'TID: SOU. ~;"lOTIO: OF A.'NBREACH OR SUSPECTED BRUCH OF THIS PARAGRAPH, UPON 
l.LAR."HNG OF THE PRESL'ICE O F .ANY HAZARDOUS MAP'...RIALS. OR UPON Rl:CEIYING A NOTICE FROM A.'N GOVLR.~!AL · 
A GE."''CY PERTAINING TO H.AZA.RDOUS M.A TERl.ALS WHlCH MAY .AFFECT THE l.E.ASED PRE~IISES. THE OBUGA TIONS OF U:SSEE 
HDU:UNDER SHALL SL"R YIYE THE I:XPIJU. TION OR E.A.RI...IE:R TE.R.'rilNA TION. FOR Ju'N REASON. OF THIS AGREL'\1DIT. 

37. APPUC.ABLE LAW. This I~ is issued under the provisions ofTc·:3S Nilt\.lnl R.e.sourc:.:.s Code 52.171 tbrol.lgh .S2.190, commooly lcnowt~ iiS the 
R.clinquishmrntAc:t, and ot.'ler ;spplic:lble surutc:s and a.rocndmcts tbc:reto, illld if:~t~y provisioo in this I= does not c:onfonn to these surutes, tlle suruta will 
prT:Yail ovet urt nonconfor:ning IC.lSe provisions.. 

33. EXECUTION. This oil and gJ..S le:ue must be lig;:ed :md :u:knowledgcd by !he Le=c be!'orc it is fi led of:-ccord in the county m:orc!s illld in L~c 
Gcne::U L:ind Offic.: of the Sc.:w: ofTc:u.s. ~the filing requir:::nents found in P~h 39 oftbis IC.lSe h3vc been latisficd, the etrec:ivc dilL: of Ibis lease shall 
be the da.te found on ~e I. · · 

39. LEASE Fll.DlG. Pursuant to Oufter 9 of the Tc:::J..S BusinCSl i!lld Comn:c:.-.:: Code, this l~e must be filed of record in the offic: of :.he Ccunry 
Cleric in illly county in wbic..'l 3.11 or :u1y part of the le:ued pr::nises is JOQtcd, and ce:-Jficd copies the:: of must be filed in the Ge:1c::U L.md OCic:. This lc:JSc is not 
c !fe:tive until a certified copy oftbis lc:l.Se (wruc!l is m:J.de :111d c:."tific:d by the County Clerk from :'lis ~cords) is filed in the ~::c:::U L.md CF.ic:: in ac::ord::ne: wit.'l 
Tc:xJ..S Ni!rur:llltesourccs Cede .S2.183. Acditiona.Jly, this le:ue shill not be bincing upcn the S= w:lcss it rcc:tes tlle a~al and :n:c consiccr.n:on p3.id o; ~rc:nisc:l 
for exec-.Jtion of this le:l.Se. The bonus due the Su.tc and the pn:.s~l:ed filing fc: sh:UI ac:;;orr:pa.ny sue:.~ c: :ti!ied copy to the ~er:ll L.md Offic: . 

* See Exhib i t "A" At t a Provisions 
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.Tobnc;on 

TTILE: ____ ~--~~r.a~-------------

DA TE:---'-i~~~-z.,LSt:::-;;------"---
ST .ArE OF ·TC:XA.S 

BY=--------------------~~---------lndividually ;md 35 :~&c:'lt for the S tAte ofTq:u 
General Partn~r . of H-S ·M1n~ra1s 

D;ue: Tax I D# 
and Realty, Ltd . 

Fed. Tax 
STATE O F TEXAS STATE OF TEXAS 

BY:~~--~----~-------------------­
Individually and 35 :~gent fo r the Sute ofT= 

Date: ___________________________________ _ 

BY:~~~~------~~--~~---------­
[ndivicually and a.s ag: :lt for the Sute ofTex:u 

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

True and 5eFFeet 
copy of 

Original filed in 
Reeves County 

Clerks Office 



STATE OF _____________________ _ 
(CORPORATION ACKNOWLEDGMEN'T) 

COUNTY OF ___________________ __ 

BEFORE ME. the undcl'3iglled authority, oo this day prnooa.lly appe:ued. ______________ ......; ______________ _ 

known to m~ to be the person whose name is .Sll!m:ibcd to the fo~goiog i.D.strument. u. _____________________ ,
0
r 

.· 
-;:::-:-;:-=-:=:-:-=-:-:----;:--+:-:---:--:---:~---:-:---:-----:---:---:--:----~:---;--;--:-;--'and acl::Dowledged to me th.at be e:xec;;Jtcd the .sam · ' 
for l..'le purposes ~d a:ln.sider.ltioo tbc:=in c:xp~ in the capacity $t:ll.Cd, and a5 the act md deed of laid ~r.tt!on. . e 

Given under my hand and s=l of effie:: this thc:. _____ day of _____________ __.j. 19 ___ • 

Notlry Public iD ~d (CK __________ _ 

STATE OF ____________________ _ 
(CORPORA 110~ AClOlOWl.EDGMENT) 

COUNTY OF ___________________ __ 

BEFORE ME. the undeni p:u:.d authority, on thi.s day pc:nona.lly appeared 

bown to me to be the penon whose c..:ame is subscribed to the foregoing lnstrumc:nt. u ____________________ ._:of 

-;:::-:-;:-----::---:-:---::---:--:------:-7--:----::-----:---:---;----:-:---:--;--:-:--'Zild Jdcowledged to me th;u be e:xec-.n.c: d tbe l:ut:e 
fo r the purposes and cor.sidc::uion tbc::-::.0 c:xp=d, io the cap:~city stlL:d, and as the ac: and d~ of .said c:::~rponrioo. 

Give:~ unC:c::- :ny hand :md s.e:ll ofoffic:: thi.s t..'le. _____ d:~y of ___________ -J 19 ___ . 

Not:uy P..1blie io ~d ~or _________ _ _ 

S7 A 1c OF_-::::=-.--'T"-EXA::<:..:::..::::S::.._--::-------

COlfll'T'U)F__.I--'n--=fA...:....\[\!....!..-5 ___ _ 
• • • 

: :· cfore me, tr.c undersigned 3Ut.'lority, on this d:~y _pcnonally 04=~d Cydney H. Shepard I President of RC Star 
ral Partner of H- S M1nerals and Reai t , Ltd. 

• 
• •••••• • • 

Notasy Public, State of Texas 
My Commission Elplres 
JULY 21, 2002 

o. T.t 
(IJ'<"DfYIDUAL AC1C'-IOWLEDG~I) 

k.":own to me to be the pe:1ons whose names are subsc::i bcd to the fo regoing :.ns:rumc:lt. and acbowk dg: d to me :..'lou tl1ey a:ccutcd the s;unc for the ;>Uij)OS:S llld 
cor..sideration therc:n e:tpR.Sscd. 

Given under m y har.d JJ1d seJ.l of oe}c:: this the __ ...l;/~_<j;;;_ ___ d;ay of d~~-
Nct2.';' ?-Jl:l ic in md for _ __ ~~~:::;_.....;.;:;.;£)/0 ____ _ 

True and 6onest 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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"EXHJBIT A" 

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

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

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

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

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 sur(ace. 

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 

• U1 writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated. 
• • • .... 

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

• damage to the owner of the soil 's other land and crops . . .., .. 
• • 9: · tfP.on written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits 
· :• e.n§ 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. 
~ 

t~: l~see further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of 
... ~1.1Ch weJI, or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as 

• nefu-ly as reasonably possible to its former condition at the cost and expense of the Lessee, it being the intention of the panies 
hereto that the Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease. 

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

CERTIFIED TRUE AND CORRECT COPY CERTIFICAJ:_E /\ 
STATE OF TEXAS FilE NO . ~'1"-' 
COUNTY OF REEVES. FILED: ll/S I 98 
The above and locegoong IS a lull true and conect !XJo:ographiC copy olthe 
ong.nal record now 10 my lil\\1Ut custody and. possessroo as the same s 
I•Ciil , , 
PAIC'IOOQQC~TILB.E RECORDED IN THE 

OFFICIAL PUBLIC RECORDS 
~1.··~: '(,';:.... I hereby cenllled on I 5 I 9 8 

~:~~... ~l\.· DIANNE 0. Fl~, UNTY CLERK 
t 1 · ,.i REE~CO Y, TEXA • .._ )')~ :t:-l 7(\~ 
~ ... ,,''co,.~" BY • ~DEPUTY 

......... · J..rg:fnJ..a ""PalOmino 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Off1ce 
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General Laod Office 
Relloqui3hmot Act Le:uc Form 
Reviled, September 1997 

\ . on. AND GAS LEASE~ t ·y ~ 5 k y 

TIUS AGREEMENT is made and cntcted into this 19 ~V!.fv August 19~ecn the Stau: ofTc:us, tcting by md through its 
agent,_ Virginia GlBTl Hill I.attirrore, Jcm:E -m Hill @ Jdri A.~, Cb-Trust:a:E of t.l'E H:ust:m am EhrrB 
Hill 'firnt E::;tate-Viroinia Glern Hill I.attinore, Irrlividn:lly; arrl Jarres nrtert HjJJ, IrrliiDclJ:rally 
2Q.o_ T!irilck!llilifun~te 2803, Fort Worth , Te~Q. 16lill s.Ud agent 

(Give Permanent Address) · 
bc::ein n:fem:d to u the owner of the soil (wbcthc: one or more), and._--:.!C~l~a..,y,_· ......~.T,_Jooouho~o.n..,...,s~o....._nL--:----:-~--=~=--------

2 Q3 W Wall. Sni t e 800 of 
Midland, Texas 79701 

(Give Permanent Addre:ss} 
haci.na&r called Lessee. 

1. GRAN11NG CUUSE. For and in c:onsidc.ra:tion of the amounts stated below and of the covenants and agreements to be p.Ud, kept and performed by 
l.essel: under this lease, the Stau: of Texas acting by and through the owner of the soil. hereby pantS, lc= and lets 1mto Lessee, fur the sole and only purpose of 
prospecting and drilling for and producing oil and gas., laying pipe lines. building ta1:l.b, sttlring oil md building power stations. telephone line and other struttun::s 
then:on, to produce, save, take c:ll'C of, treat and transport s.Ud products of the lease, the following lands siruatcd in Reeve$ County, Slllc 
ofTc;us, to-wit: 3 4 

The South 360 acres of 

T&P Ry. Co. Survey. 

Section~ Block 55, Township 5, 

~:~ 
conwnin~o.s_--'3:.L!.6~0>L-___ =· more or Jess. The bonus consideration p.Ud for this I= is as follows: 

To the State ofTcxas: Four Thousand Ej ve Hundred and Na/1 00--------------------------­
Dollars (S. _ __::4:x..,._5.LloO.LloO"-'.!.loO.u.OL..-_ ___.) 

To the owncroftbe soil: Four Thousand Five Hundred and No/100--------------------------
Dollars (S 4 . 5 00 00 ) ••• • • • ••• Tot.:ll bonus consideration: Nine Thousand and No/100-------------------------------------

•••• • • • •• • 
Dollars (S 9 , 000. 00 ) 

Th! total bonus coru:ideratioo p.Ud represents a bonus of Fifty and No/1 00-----------------------
• .. • Dollars (S 50 , 00 ) pc:r ac:rc. on 180 net acres . 
•••• 

• ••• •: 2. TERM. Subject to the other provisions in this lea!~ this I~3Se shall be for a term of Five { 5 ) years from this date 
(llen:inocalled "primary term") and 35 long thereafter as oil and g3S, or either of them, is produced in paying quantitio from S.Ud lar:d.. 
Mused in this J~e, the term 'produced in paying quantities' means that the receipts from the sale or other authorized commercial use of the substance(s) co-vac:d 
.~~;;~out of poclcet operational expc:nscs for the six months last past. 

• • 
• 

•: ~~ •: Delay Rentals: If oil or gas in paying quantities is not being produced from the premises on the first anmversary date of this Lease and there are then no drilling 
operations being conducted on the prem1ses, then ll11s lease shall tenmnatc unless, on or before such anmversary date, Lessee shall pay, 'h directly to the owner of the soil 
and a like amoum paid or tendered to the COMt\!IISS!ONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTIN, TEXAS, a delay rental in 
the amount specified in the followmg 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 paym~m of the amounts set out 1n the following schedule, this lease mav be furth~r cominue for successive one· 
year periods during lite primary term of this lease provided that pa~ment is made on or before the anniversal) date · 

Anniversarv Date Dela' Rental per Acre 
First S 1.00 
Second $ 1.00 
Tilird $ 16.67 
Fourth S 16.67 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



. 4. PRODUCTION ROYALTIES. Upon production of oil and/or gas. ~sec agre.es to pay or cause to be paid one-half(l/2) of the royalty 
prov1ded for in this lease to the Commissioner of the General Land Office of the State of Texas, a.t Austin, Texas, and one-half (112) of such royalty to the owner of 
the soil: 

(A) Oll... Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as all 
condensate, distillate, an~ other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as he:rcinaft.c:r provided, shall be Ji, 16 part of the gross production or the rnarlce[ value thueot: at the option of the owner of the soil or the Commissioner of the 
General Land 0 ~. such value to be dctcnnined by I) the highest po~d price, plus premium, if m y, offered or p.Ud for oil, condensate, distilla.tc, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the gen.aal area where produced and when run, or 2) tlle highest market price thereof offered or pajd in the 
general area where produced and when run, or 3) the gross proceeds of the sale thereoC, whichever is the greala". Lessee agrees that before any gas produced from the 
leased premises is sold. used or procc:s:sc:d in a plan[, it will be run free of cost to the royalty own en through an adcqua.tc oil and gas scpa.r.uor of conn.ntional type. or 
other cquipmen[ at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such m= will be rerovered. The requirement that such gas be run 
through a separator or other equipment may be waived in writing by the royalty owncn upon such tc.rms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (mcluding flared gas), which is deflllCd as all hydrocarbons and gaseous substances not defmcd 
as oil in subparagraph (A) above, produced from any well on said l¥d (ex~;Cpt as provided herein with respect to gas processed in a plant for the extraction of 
g;uoline, liquid hydrocarbons or other produc13) shall be _j /16 part of the gross production or the ma:rlcet value thereof; at the option of the 
owner of the soil or the Commissioner of the General Land Office. such value to be based on the highest marlcet price p.Ud or offered for gas of comparable quality in 
the general area where produced and when run. or the gross price p.Ud or offered to the producer, whichever is the greater; provided that the mliXimum pressure base 
in measuring the gas under this lease shall oot at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) 
degrees Fahrenheit, correction to be made for pressure a.c:wrding to Boyle's Law, and for specific gr.IVity ~rding to tests made by the Balance Method or by the 
most approved method of 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 other liquid hydrocarbons 
shall be 3/ 16 part of the residue gas and the liquid hydrocarbons extracted or the m.arlcet value thereof; at the option of the 
owner of the soil or the Commissioner of the General Land Office.. All royalties due herein shall be based on one hundred pcrc...'"llt (100%) of the: total plant 
production ofn:.sidue gas attributable to gas produced from this lease, :ind on fifty percent (50%), or tha.t percent accruing to Lessee, whichever is the ~r. of the 
total plant production of liquid hyciroQTbons attributable to the gas produced from this lease; provided that ifliquid hydrocarbons are recovered from gas processed 
in a plant in which Lessee (or il3 parent. subsidiary or a.ffilia.tc) owns an interest, then the pcn:ent.age applicable to liquid hydroc:.3rbons shall be fifty percent (SO%) or 
the highest percent accruing to a third patty proc~sing gas through such plant under a p~ing agreement negotiated at ann's length (or if there is no such third 
party, the highest percent thc:!l being speciiied in processing agreements or contracts in the indu.stry), whichever is the greater. The respective royalties on residue gas 
and on liquid hydrocarbons shall be detennined by I) the hig.11c:st marlcet price p.Ud or offered for any gas (or liquid hydrocarbons) of comparable qual icy in the 
general area. or 2) the gross price paid or offered for such residue g.as (or the weighted average gross ~lling price for the rc:speC'..ive grades ofliquid hydroc3rbons), 
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the: las not 
been processed. 

(D) OTifER. PRODUCTS. Royalty on carbon black. sulphur or any other products produced or manuf3ctun:d frornpas 1excepting liquid hydrocarbons) 
whether s.Ud gas be "casinghead, • "dry, • or any other gas, by fractionating, bwning or any other )roc::ssing shall be 3 L 16 p~ofthe 
~production of such products. or the market value thereof; ;u the option of the owner of the soil o r the Commissioner of the General Land Office, such mtlcet 

.l 

•";ftll• !b be determined as follows: 1) on the basis of the highest market price of each prod~ct for the same month in which such product is produced. or 2) on'the ~ 
~\SJs_ofthe average gross sale price of each product for the same month in which such products are produced; whichever is the g:re:ucr. 

• • • I .. . ( 
• 5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties 

L~~id under this lease in no event shall be Jess than an amount equal to the total armual delay rental herein provided; otherwise, there shall be due and payable on or 
• ~fo~thc last day c ~ the month succeeding the armivenary da.te of this lease a sum equal to the total armual rental less the amount of royalties paid during the 
p~•c!ding year. If Pw &glaph 3 of'd1b lease dow not SJXCL) a dd&J JCut&:lllluednl; II! an for the purposes of this paragraph. the delay rental amount shall be one 

• 61wUif.{S l.OO) per acre. - - ·- -- · 
• • 

• 6. RO.Y AL TY IN KIND. Notwithstanding any other provisivo in this lease, at any time or from time to time, the owner of the soil or the Commissioner 
.~~~<:General Land Office may, at the option of either, upon no[ less than sixcy (60) days oolice to the holder of the lease, require that the payment of any royalties 

'ccrutng to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the Gene1"3.1 Land Office's right to take its royalty in 
• J'Jil~ ~~ no[ diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or implied. 

tUndeP thLS lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of 
producing, gathering, storing, se parating, treating, dehydrating, compres.sing. proassing, transporting, and otherwise making the: oii, gas and other products · 
hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements for severance taxes and 
production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to 
process gas produced hereunder in any processing planL Notwithstanding any other provision of this lease, and suhje ct to the written consent of the owner o f the soil 
and the Commissioner of the Gcner.:t.l Land Office, Lessee may recycle gas for gas lift pufl>Oses on the leased premises or for inje,ction into any oil or gas producing 
formation underlying the leJ.Scd premises after the liquid hydrocarbons contained in the gas have be:n removed; no royalties shall be payable on the recycled gas 
until it is produced and sold or used by U:sse: in a marmer which entitlel the royalty owncfl to a royalty under this lease. 

9 . ROYALTY PAYMENTS AND REPCRTS. All royalties not wen in kind shal l be paid to the Commissioner of the General Land Offic:: at Austin, 
Texas, in the following manner. 

Plyment of royalty on production of o il and gas shall be as provided in the rules set forth in the Tc.xas Register. Rules currently provide tha.t royalty on oi l is due 
and must be received in the General L:md Officc on o r before the 5th day of the se cond month succeeding the month of production, and royalty on gas is due and 
must be received in the Gener.:t.l Land Office on or before the 15th day of the second month succeeding the month of production, accompanied by the affidavit of the 
owner. manager or other authorized agent, compk1ed in the form and manner prescribed by the General Land Officc and showing the gross amount and disp~siti~~ of 
all oil and gas produced and the market value of the oil and gas. together with a copy of all documents. records or rq orts co nfirming the gross production. d•spos•uon 



J .. _ 

r ··;· 

• . \ and ma.rlcet value incl uding g:u meter readings, pipeline rec::cipu, g;u line receipu and other checks or memoraod3 of amount produced and put into pipelines, tanlo 
or pools and ga.s linc.s or ga.s stor.J.ge, and any othc:r reports or records wruc:h the Gcnen.l Land Offic::: ouy require to verify the gross production. disposition and • 

' marl:ct value. In all Q.SC:S lhe aulhority of a managCT or aaent to act for the Les.see herein must be filed in lhe Genen.l Lmd Office. Each royalty payment slu.JJ be 
accompanied by a cbeclc: stub, schedule, summary oc ot.hc,r ~ttance &dvi ce showing by the assigned General Lmd Office lease number lhe amount of royalty be' 
pa.id on cKh I cue. If Lessee pays his royalty on or befo re lhilty (30) da)'$ :a.fta the ro)'31ty pzy=t WSl due, then Lessee OWC3 a penalty of 5~. on the royalty · lllg 
$25.00, whichever i.J gre:tUr. A royalty paymeut which is over thirty (30) da)'$ late s.'ullacc:'Ue a pcna.lty of I o-~ of the royalty due oc ru.oo whichever u ~ 
In addition to a penalty, royaJties shall ~e intc:rcSt a.t a r.U.c of 12% per ye.:..r; such inte~ will begin ac::rujng when tbe royalty is sixty (60) days ovctdw:.. · 
Affidavits and supportinl'docume:ll:s which arc not filed when due .shall incur a penalty in an a.moantsct by the General Land Office a.dministr.uive rule which is 
effective on lhe date when the affid.lvits or supporting docu.meuts wa-c due. The L=ce sh.a.ll ~all responsibility for paying or cawing royaJties to be paid 

35 
prexribed by lhe due date provided he..-ein. Paymertt of the d.clinqueucy penalty .shall in no way opera.tc to prorubit the Statc's right of forfeitur-e as provided by 1 
n or a.ct to postpone the da.tc on which royaJtic:s w=: originally due. Tile above penalty provisiocs sb.all aot apply in eases of title dispute a.s to the State's ponjon ~~ 
the royaJty or to that portien oflhe royalty in dispute :u to fair m01TUt value. 

0 

1 0. . (A) RESER YES, CONTRACTS AND OTIIER RECORDS. ~ce shall annll3lly Cur:Ush the Commissioner of the GaleraJ L3nd Offic: wilh 
its best possible estimate of oil and gas re:se.--vc.s underlying this lease or allocable to this 1C3Se and slull fum ish said Comm.issione: with eepi~ of all cootn.cts unde:-
which gas is scld oc processed and all subsequent agrecmcms and amencb=nts to such coot:rac:ts within tbirty (30) days Uta cnt.cring into or aulting suc.i contncu. • 
agrccmeni.S or amendments. Such eontnc"..s and agr-eements when received by the: C-cnetal Lmd Office slull be bcld in confidena: by the Gc:neraJ Land Offic: uolcn 
otherwise authoriz=d by Less«. All othCT contr3CtS and =rds perujning to tbc: production. tnnsporu.tion. sale and marketing of the oil 3lld ps produced oo53id 
premise$, including the books and accounts, rcc=ipts J.Od dlscl1Arges of all wells, tanks, pools, me ten, Zll'ld pipelines shall at all tim.es be: subject to inspection :llld 
ex:llllination by th~ Commissioner of the General Land Offie:, the Attoi'T'..:y C-c:lcnl, lhe Govancr, or the rc;m:sall:ative o f 3lT'f of tbe:n.. 

(B) PER.. \-!ITS, DRll..l.ING RECORDS. Writ:cn notice of all oper.u.ioCJ no this I= .shaJ I be submitted to the Commissioner of lhe General 
Land Offi~ by Lessee or operator five (5) day3 before spud d;uc., workover, re-coil)', temporlt)' abandonment or plug and 3bandonment of any well or wells. Suc.b 
written notice to !he Gcnc:ral Land Office sh.a.ll include copies o f Railroad Commission forms fer a.pplic:uion to drill Copies of well te:st5, completion reports and 
plugging reporu shall be supplied to the ~eraJ Land Office a.t lhe time they arc fil ed witb lhe Tc::us R.1ilroad Commission. All applicatioru, per~"lit.s, reports oc 
other filing3 that rcfercncc lhis lea.sc oc any specinc: well on tbe leased pre..-nisc.s and tbat arc subcnia.ed to lhe Te:us Railroad Commission or :my other governmental 
agency .shall include the word "Sutc" in the title. A ddition.:llly, in =rtbnce wilh R.1ilroad Co=ission rules, any signag:: on the leased prc:nisc.s for the purpose of 
identifying wc:lls, tank ban.crics or ot.!= associated improvc:nenu to the land must also inclu~ the word "Sutc. • L=ec sh.a.ll supply the General L.lnd Offi~ with 
any records, mc.-noranda, ~Wlts, reports. cuttings and corc:3, or olha infonnarion ;elative to the opc:r.uioo of the 3-bove~.csaibed premises, which may be 
requested by the Gcncn.l l.and Offic:c, in addition to those hc..-ein expressly provided fo r. Lc:ssc::: sb..ll h.:Ive an clectriQ! 3tldlor ra.d"wactivity survey made oo the 
bo re·hole section. from the base of the surf= C3Sing to the toul deplh ofwcU, ofaJI w ells driiled on lhe 3-bove dcsc:;ibcd pretr.iscs J.Od slull tnnsmit a tnJe copy of 
lhc: log ofea.ch SW'Vcy on e:~c.i well to the Generu Llnd Office wilhin flit=n (IS) days a.ftcr t.'le o-.aking of said survey. 

(C) PENALTIES. Lesse: shaJI incur a penalty whenever reports., documents or olher mate:iaJs are not filed in lhe Gc::u:n.l Ulld Offi~ when 
due:. The penalty for late filing .shall be se t by tllc: Generu Land Officc administrative rule wbic.'l is etfectiye on lhe date when the m:uc:ials wc:e due in lhe c-c'ner.ll 
Llnd Office. ' 1 

II . DRY HOLE/CESSATION O F PRODlJCTION DURING PRIMARY TER..\1. lL during lhe prim :!C)' te:-:n hc:Rc f and prior to discovery and production 
of oil or gl!.S on S3id lanC., w~ should drill a dry hole or holes the: :eon. or if during lhc: prinury te::m hereof and 3ftc: the discovery 3lld a.c::ual prcduc:ion of diJ or 
gas from lhe leased prcr.!ises such produc:.ion thc::eof .should = from any =·this lease: shall :wt terminate if on or before tllc: expiration of sixty (60) days frOm 
da"~8Jilpletion of said dry hole e r c..-ss.;Won of production Lessee commences additional drilling or reworking oper.l.Cons thereon.. or pays or tenders then~ 
annlhl !!!lay rental in the S:ltTle manner :u provided in lhis lc::I.Se. If, during the ll!.St yc:u of-the primuy t.c.'TTI or w ithin sixty (60) days prior lhere:o. a dry hole be 
corpr;~.and ab3llc!oned, or the produe!ion of oil or gas .should~= fo r any t.luse, Lcs.scc's rights shall rcmam in fuJI for= and effeC! wilhout further opentfo~. 
untiJeltle e~piration oflhe primary tenn; and if Lessee has not rc.surnc:d production in paying quantities ;u the expir:Won oflhe primary term, Les.sc::: may mainuin tbis 
lease ~y conducting additional drilling or reworking opc:rat.ioru pur:suNit to P:lragraph 13, using !.l:e C?Cpi1"3tion of the primary te:-m as the date ofc.:SS31ion of 
prodlleti~~n under Paragnph 13. Should the lint well or any subsequeut well drilled on the: above dc.sc:ribed land be completed as a shut·in oil or ps well wilhin the 
pri~ .. ~ hereof, l.c1See may resume: paymot of the annual reot:JJ in the same manner a.s provided bc:rein on or before the r=t:JJ paying date following the 
c:xpir.nionpf sixty (60) days from lhe da.t.c o f completion of such shut-in oil or g:u well and upon the fajJurc to nulcc suc!l paymc:ll, lhis lc::ue sl:all ipso facto 
te~l. :Xf at the e~ir.uion of lhe primary term o r any time thc:rc.lfu:r a shut·in oil or ps well is located e n the le a.scd pn:mises, payments may be made in 
accor~~ wilh the .shut-in provisions her:Q( .. . . . 

•: • •• :12. DRlLLING AND REWORKING AT EXP!RA TION OF PRJ MARY TER.\1. If, a..r. the c::cpir3tion oflhe primary term. neither oil nor ga.s is be111g 
produ~d ~n said land, but Lessee is lhc:t c:Jg:~ged in drilling or reworking ope::u..io ns thereon, this le:1Sc sh:lll remain in fore= so long as opcratioru on said well ~r fo r 
driW~<Of•eworxing ofll1y additional well are prosecuted in good faith and in-wotlcmanlilce manner wilhout inte:i'llptions touJing mon: lhan sixty (60) days dwong 
any ~ne su~h ope.-:Jtion. il.nd if they result in the prodcc:ion of oil 3lldlor g:u, so long thcJ•e:Utc: as oil and/or gas is produc:::d in ~ing q=titic.s from said IJnd. or 
pa:r.nent of shut-in oil or gas well royaJtic:s or eompe~ry royaJties is m:Jde ::s provided in lhis lea.se. 

13. C"c.SSATION, DRilliNG. A..'ID R.....CWOR.l<lNG. If. after the expi.r:uion oflhe pr.r.!.ll)' term, produc:'Jon of oil or g~ !:-om the lC3Sed premises, liter 
one: obta.incd, should =e from l11Y t.luse. this le:ue sh311 not termina.t.: i!Lc:s.see commcnc:::s 3-.c!djtional drilling or rewoning opcr.~tions within sixty (60) days 
after such CCSS:Jtion, and lhis lea.sc .shaJI rc:nain in full forec and effect for sc long as sue!'! opcr:JJ..icr.s continue in geed faith and in 'Norlcm:lnlilc: 11131'.ner without 
interruptions totaling more lhan si.·tty (60) days. If sue. 'I drilling or reworking oper.uions ~ult in :!!e production o f oil or ps, the l:ase sh:lll rcnuin in full fcrc: ll!d 
e ffect for so lo ng as oil or gas is produced from the lc:a.sed premises in paying quantities c r p3yme-:Jt ofshut·in oil or gas w e ll royaltic.s or payme:1t ofcompens:uory 
royalties is made as provided herem o r as provided by Jaw. lfthe drilling or reworking opcr.u.io ns ~ult in lhe completion of a well as a dry hole,lhe lease . ...,ill not 
tcrmin:uc if the: L: sse: com.menc:s additional drilling or rewo rking oper.u.ions witllin sixty (60) d~ after the completion of the we!l as a c!ry hole, 311d lhis lc:J.Se 
shaJI re:nain in effect sc long :u Lessee ccn:inues drilling o r ~orlCng ope:-:uions in good faith and in a worlcmJ.nlilce m:1ru1er wilhout intc.-ruptions tot.:J.ling more 
than sixry (60) days. Lessee shaJI give writ: en netic:: to lhe Ge::c:ral L.lnd Offic::: within lhirty (30) days of :Illy cc.ss:~tion o f proc!uctien. 

l.S. SHtiT·IN ROYAL TIES. For purposes of :.his p:lr.lgr.lph. "well" meJ..'lS 3.'1:' well tbt h.u be:n assig:1e d a we! I nurr.!;c: by tlle s~ ag=:-ac-1 ?:~vin_g 
juris diction over the preduc:ion of oil a.r.d gl!.S. If: at 311Y time J.ft:r lhe ex;>ir.uion oilhe priir.:IT)' tc::-:1 of a lc:= L'laL. U11t.ill:<:ing shut in. was C<ing mair.l3lned ~n. 
forc.c and etfc:~t, a welt eap3ble ofpreducir.g oil o r g.u in paying qw.ntitics is loc:ucd on the lcJ.Sd premises, but oil or gas is not bcinj; produc; d fo r !Jclc ofsuiLJc:le 
produc:ion facilitic.s or lac!<: o f a suit.:lblc: m:!IIcet. lhen wse: may pay a.s a shut-in oil or ps royal:y ll1 :1:nour.t equ:ll to double lhc ar.r.uaJ r:nt..J ?ro•1id:d in the 
lease, but not less :.hat\ 5 1.200 a ye:J.t ~or e::~~!l w~ ll capabl~ o f p roducing oiler g:LS in p::~ying GU~ticcs. lf?-,_, .. "l"h 3 O'fd.ls le!iSe ec<:! hct spccllyl d~IJJIC.ieP 
- B oAtoi.A o~t fo r the purposes o f t.l)is pa.r:~g.--:~ph. the dc:l:ly renul :J.mount shaJI be: one dell :!I' (S l.CO) per Jc:e. To be e!lc: ct ive , c: :~c~ initial shut-in oil or g.u royalrJ 

r. 



' / 

must be paid on or before: (I ) the expiration of the priDwy ~rm, (2) 60 day3 after the Lessee =es to produce oil or gas from the lease d prcmlse.s, or (3) 60 day 
after Lessee completes a drilling or reworking ope.n.tion in accord.lnce with the le.uc provisions; whieh~er da.te is latc:st. Suc.i paymen t .shall be made one-1Wrt

112 
to the Commi~oner of the General Uru1 Office and one-half (J/2) to the owner of the soil. If the .shut-in oil or gas royalty is pa.id, the le:l.Se shall be considered to~ 
a producing lease and the payment shall c:xtend the ~rm of the I= for a period o f one yp.r from the end of the p rimary term. or from the fim day of the month 
follo wing the month in which production ceased. lllld, after that, if 110 suitable production facilities or suitable marlcet for the oil or gas c:xisu, Lessee may ex~nd the ' 
le:ue for four more succ.c:ssive periods of one (I) yeM by paying the same amo unt e:u:h yeM on o r befon: the c:xpin tioo of eac.i shut-in y=. 

' 15. COMPENSATORY ROYAL TIES. ~ during the period the le= is kept in effcc: by payment o f the shut-in o il or gas royalty, oil or gas is sold Ollld · 
c!e!ivcred in paying quantities from a wt:IIIOC3Led withitl one tl:ousand (1 ,000) fc:et o f the leased pr:miscs :~.ad complet.:d in the same producing f'C.SCTvoir, or in zny 
cue in whicll drainage is cx:.cuning. the right to continue to maintain the lease by paying the shut-in oil Of' ps royalty shall a::asc, but the I= shall remain effectiY · 
fo r the remainder of the ~ar for whic.i the royalty h:lS bee:l paid. The ~ m:sy m3lataia the lease for four more sue=r1e y~ by Lessee paying compc:l'l.SaUl e 
royal ty u the royalty ra.te prov ided in the lease of the nurlcet value of production from the wt:ll c=uing the dr:Unage or whic:!l is tl:lmple~d in the same Producin ry 
reservoir :md w ithin om: thoUS3tld (1,000) fc:t of the l~d prcmilcs. 'The compcns.uory roy'alty is to be paid monthly, ooe-hal!(l/2) to the Coaunissioncr of~ 
General Land Office and onc:-half(l/2) to the owner of the soil, beginning on or before the last day of the month fo llowing the month In which the o il or gu is 
produced from the well causing the dn.i.nage =rr that is completed in the same: producing r=YOir and IOC1U:d within one thous;md (1.000) feet o{ the l=d Premises.. 
If the compcnsarory royalty paid in any 12-month period is in an amoWlt less than the annual s.hut- in oil or gas royalty, 1...cssce shall pay an :!mOunt equal to the 
d ifference within thirty (30) days from the end of the 12-month period. Compc::ns31.0ry royalty payments whic.'l are not time ly paid will a.cc:ue penalty and intcTcst in 
accord:mce with Pan.g;nph 9 of this !e.lSe.. N ooc of these provisions will reli~e Le:sse: of the o bliptioa o f =on:lhle development nor the obligation to drill offset 
wells as provided in To:as N a.tural Rc:so= Code 52.113; howne:-, zt the detc:mUn.ation o(tbc CoCUD.U.sioner, and with the Commissioner's Written approval., the 
p3ymcnt of compensatOry royaltiC3 = .satisfy the oblig31.ion to drill offset wells.. . . 

16. RETAINED A CREAGE N ocwithst3llding 3DY provision ofth i.s le ase to the cootntry, afkr a well producing or c:~p:lhle of producin g oil or g,a.s has 
been completed on the leased premisc3., L::s.se:: shall exrn:ise the di l: ~··"'lce of a =nably prudent operator in drilling such additional well cr wells a.s may be: 
re:ISonably n=s:sary fo r the proper dnelo prnc:nt of the leased prc.'!l· . . · md in marlccting the production thereon. 

(A) VERTICAL In the eve:Jt this lc:ue is in !"ore: and effc:.: rwo (2) ye ars J.ftcr the e-:q:-ir.uion date of the pr'.r.::-:y or c:x-.=c!ed t= it shall then tenninate 
as to all o f the leased pr:mises, EXCE.-1 (I) 40 aacs surrounding eac.'l oil well ~able ofproeucing in paying quantiti~ and .J20 = SUtTOunding each ps well 
c.Jpable of produC:ng in paying quanc::~ (inc!uding a shut-in oil OT gas well 11 provided in Pangraph 14 bereoQ, or a well upon whic!l Lcssc-: is thc:d engaged in 
continuous drilling or reworking opcr:ll.ions, c r (2) the number of aces included in 3 producing pooled unit pursuant to T e:xas ~3lll.ral ~esoun:c:s Code S2.151-
S2.1 SJ , or (3) sue~ grc:ll:T or le.ssa :~umber of = :u tTU:f the:~ be alloc:ucd for production pwposcs to :1 pror.u:io n U."l it fix- cac!l sue~ producing wd l Wlder the rules 
and regulatio ns of the Railroad Corr.missic n ofTex:!S, or ;my suc=cr ag:ncy. o r ot.'ler goverome oul :wU:ority having jurisdiction. l f:u any time after the ef!"ec:tive 
date of the pani al termination provisions hereo i; the appliC3ble fi eld rules arc d u nged or the :-'fell o r wells loc.Jted thc.re on arc n:cla.ssified so that less acrc:~.ge is 
the:e:Uler alloc.Jtcd to S-).i d well or wells fo r production purposes. lh.is !elSe s~all then:upon tc:m.in= as to al l ac:;:age not the:e:tt.er :llloe:ued to said well or wells for 
production purposes. N o rwithsunding the tcr.runation o f this lease 3S to :1 portio n o f the l:mds covered hereby, Less.:: shall neve.'t!lclc.ss ccntinue to have the right o f 
ingress to and egress 5-Qm the l:mds sti ll rubj= to this !elSe fo r all purposes de.scibed in !':lr.lgl"aph I hereof, together with easements and rights-of-way fer existing 
roads. e:xisting pipelines and other existing fac ilities on. over 311d ac.-oss all the I:I.Jlds de.sc.'11>ed in Paragraph I hereofrthe n:::ained l:mds"), for 3.C~ss to and from t.'le 
retained lands and for the gathering or tran.s;>or..:uion o f oil, g:!S :.r.d other mine :::Lis produ~d from tl:c :-c::aincd l:mds. ~· ; 1 

(B) HORIZONTAL ln the ~e:lt :..-:is !elSe is in fo re: and effect rwo (2) years after the expiration d:u: o f the prir.!ary or =c!ed tern\ it shall !'ur'fhcr 
~rminft a.s to al l dCj't."ts be: low I 00 fee t below the total c!epth driJ led (hcreinafta "de :per depths") in e3Ch we ll loc:ud on ac::e:1ge retained in P:uagr:1ph 16 (A) · 
al:~•,;',.~ess on or before rwo (2) ye;!l'l after !be primary or e:xt.endc:l ~rm Lessee pays an-amount equal to one-haLf (1/2) o f the bonus original ly paid a.s , 1 !' 
corai4-tion for this lease (as specified c o page I hereoQ. l f suc.i liT!Ount is paid, this lease .sh.all be in force and effea as to suc.h de: per dept."t.s. and said ' ' ' 
t erm;a~ti~ shall b< delayed for 311 additional period of two (2) ye;!l'l and so long thc:re3fter as o il o r gas is produ~d in paying qu;mtitie.s from such de: per depths 
COVerJ d by this Je:ue . 

•••• • ••• • •cq IDENTIFlCA TION AND FILING. The surface :~.CTtage re:ained hereunder as to c::u:!l w e ll shall, a.s ne :u-ly as practi~. be io t.i e form of a square with 
the wcll lqpted in the center thereo( or such other s.'13pe u m:ty be lpproved by the Commissioner o f the Genera.l L.lnd Offic:.. Wlt."tin thirty (30) days af'..er partial 
tell'rll~tat~ of this le:ue as prov ided hrn:in, L=: shall cxecut: 3lld record a r.lc:l.Sc: or releases containing J satisfac:ory lep J desdptioo o f the ac:e:~.ge 3lldlor 
dc:p Ju not reuined hereunder. The recorecd re!c:ue. or a certi fied tl:lpy of same, slull be: filed in the Gcnel"ll Llnd Offic:, a.cu>mpan.ied by the: filing fee pt?.sc:ibed 
by the• Genera.l Land"Offi~ rules in e!fect on the 6te the: releJSe is filed. If Less= fails or refuses t.o ex : cute ;md n:c:crd such rele:ue o r re!eJSes within ninety (90) 
da)llti¥'a l eing requested to do so by the Gc :Jc:-al Llnd Offi~ then the Co mmis.sl cner :11 his sole d:.Sc::etion may design= !ly written instrur.le:Jt the =g: and/or 
de~t1ls to~ rele:l.Sed hen: under 3lld record such instrument at Lc='s expense in the counrJ o r counties where the le:l.Se is loc:u.ed aod in the official records of the 
GelilwJ.l."'d Offic: 3lld such designation shall be binding upon Lessee for all purposes. 

• • 
17. OFFSET WELLS. Neithe r the bonus. de!ay rentals.. nor royal ties paid, or to be paid. under this !elSe s.'lall relieve~ of his obligation to protect 

the oil :md gas under the above-de.sc:ibed land from being dr.lined. Le::s.:e, sublessee. re~iver o r oL"te r ag::~t in control o f the le ased prer.~i.ses shall drill as many 
wells :lS the facts may justify and shall use appropria!C me= :111d drill to l depth nec..'"3saty to p revc::1t undue dr.linasc: o f o il and gJS from the le :!Sed pre:nises .. ln 
addition. if oil and/or g:15 sho~:ld be: produ~d in comme~ial qu:mtities within 1.000 feet of the lc::l.Sed premises, or in any case where the !c::l.Sed premise.• is be mg 
dr:Uned by production of oil or gas, the Lessee, sublessee, receive:- or other lgtnt in control of the leJSed premises shal l in good faith beg in d:e drill ing of a well or_ 
wel ls upon the leased premises w ithin I 00 days :tile: the ;iraining wdl or wells or the we!l or wells completed within 1,000 fe: t o f th:: lc:JSc :! ;>r.:nises s!Mt producmg 
in comme rcial quantities and shall prosecute: such drillin g with di l i gc:~c:. Fai lure to s:uisfy :he surutory offset obligation may su bject this lc:JSc and the owner of the 
so il's Jgency rights to forfeitun: . Only upon the de termination of the Commissioner o f the Genc:-al Llnd Office and wit."t his wrine:1 approval may the payment of 
compensatory royalty 'Jnder app licable statu tor/ par=etC":"S satisfy the obligation to dri ll m offset we ll or wells re qu ire :! undc: ~ this p3r.l.gi"JJ:h. 

18. FO RCC: 1\WElJR..E. If. a.r~~ a ~ood fait.'l elrort. L:sse-: is prevented from comply in g w ith any express or implied cove:J:mt of this lcJSe, from 
con ducting drill ing OFcr:uions on the lcJSed prc:nis:.s, or from procuc!ng oil or gas from the leased p re:nis.:s by re:uon o f w:u, r:be!lion. riots, s;rikes, ;~c :.s of C-od. or 
any vllid order. rul: or regul :~lion of gove:nme:Jt authority, then while so pr.·fe:Jt:d, 1-::!.se: 's obliption to comply wit.~ sue!\ cove:J:mt shall be suspc~ded and L: ssc: 
sh:U I not be liabl e for damases fe r failure to cor.1ply with such ~v::1:111ts; additionally, t."t is lc:J.Se shall be :xt:ndd while L::ssc: is prc•tcnt:d, by my such ause, 
fro r, conducting d:ill ing :md reworking opc:acons or fror.1 producing oil or g.u from the leJScd ~rc:nise.s. However, r.ct.~ing in this pua.g."J.,?h s~:lll ~uspcnd the . 
p:~y men t o f c!elay renu ls in o rder to mainuin this !elSe in effec t during the prim :It)' tenn in the :lbs::1~ of such d;illing or r.worldng oper:llior.s or production of oil 
or g:u. 

G . . . 
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19. WARRANrf CLAUSE. The owner of the soil W:lmiJlts and agrees to defend title to the leased premises. If the owner of the soil defaults· 
p:1yments owed on the leased premises, then Les.see may redeem the rights o f the owner of the soil in the lased premises by paying any mortgage, laxel 0 ln th . 
on the leased premises. lf Lessee makes payments oo behalf of the owner o f the soil under this parag:nph, Les.se: IJl.il)' recover the cost of these o3ymcnts ~-e~ hens 

- rcnt3.1 and royal tics due the owner o f the soil - •u lilc 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil OWJU less thm !he entire undivided .swf:u:~ eswe in tl'.c abo 
described land, whether~ not Lessee's in~rcst is specified herein. then the royalties and rcnt.a.l bee in provided to be ?3id 10 the owne-r of the soil.sh:l.ll be pal;c hUn 
in the proportion which hu intucst t=.n to the entire undivided surf~ esw.e md the royaltiC3 and rcnt.al herein provided to be p:J.id 10 the Commissioner of~ 
General Land Office of the Stale ofTex;u .shall be liJ:~ proponiooately rcdu~d. However, befo re L=e adjii.S"..s the roy:l.lty or rc:1tal due to the Colllltli.u· f 
the ~nera.l Land Office, L=c: or his :wthoriz::d rc;~=nwive must submit to the Commis.siona of the Grncra.l L:md Office a writtt:n .staumcnt whic!l c::q,l~~ 
discrc;~ancy berwta1 the intac:st purportedly l=d under this lease and the a.c:uaJ inte:·est owned by the awca of the soil. The Cornmislioner of the GcncraJ land 
Offi~ shall be pald the value oflbc ·ovhole production alloc.:lble to any UDdivided in~re.st not eovcrcd by a le:~SC.I~ the proportionoue developme:u a:nd producti 
eost J.lloe:tble to such undivided i.c~:-est. However, in no event shall the Comm.i.s.sioner o f the C-enen.l Land Office rr--...:: ive as a roy:l.lty on the grou production °0 

all~l~ to the undivided interc.st not l~d an amount lc:s.s than the: value ofone-si.xtec:nth ( l / 16) o f sucll gross.productiol1. 

(B) REDUCTION OF PAYMENTS. If; during tbc primary term, 3 portico of the land covered by this lease is included within the boundaries 
of a pooled unit that has ~o 3pproved by the School Lmd Board and the owner of the soil in accordance with N&Dlr.ll Resources Code S=tiorLS 52.151-52.154 or 
it; u any time after the expiration o ( the primary ~rm or the cx-..ended ~rm. this le:.:ue coven 3 lcs.sa number of= than the tot.a.l amount described herein. ' 
payme:1ts th;u 3rc m:J.de on a per JaC basis hereunder shJJI be reduced ac;:ording to the numbe-r of= pooled, n:le.:ued, .surrendered, or otherwise severed, so that 
payments de~ined on a per ~ basis unda ~ tcml5 of this 1~ during the primary tum shall be ~culmd based upcn ~ number of= outside the 
bound:triel o f a pooled unit, or, if :U\er the a;>iratioo of the primary term, the number of= a.c:ually retained and cove.-::! by this le=. · 

21. USC: OF WA!.::.R. Le.s.s" shall have :he right to use W3~~ produc:d on s:Ud l311d necess3ry fo r opcr.U.iorLS ande-r this le:ue ::tcept W"..l.:!r from wells or 
unks of the owner of the soil; provided, however, Lessee shall not use pouble water or water suit.J.i:lle for livesux:k or irriptioo purposes for waLcrilood opcruion.s 
w ithout the prior consent o f the owner o f the soil 

21. AtrrHORIZED OA.\-iAGES. Lcs.sc: shall pay the owner oC the soil Cor d.3mages c:.:w.sed by its oper.uions to :1.11 pcr::ooal ~rope:ty, imRrovernents, 
livcstoc:lc ilnd c:cps on s:J.id land. . 

23. PIPELINE DEPTR. When requested by the owner of the soil, Less~ shJJI bury its ;Jipelincs below plow dCj)th. 

24. WCLL LOCATION LMT. No well shall be drille d oe:1n:r thm two hundred {200) fe : t to any howe or bun now on said premises wit.!Jout the 
wrinen consent of the owner o f the soil. 

L 

25. POLLUT10N. In c!eveloping t."lis are:1, Lc:s.see shall use the big."lest degree o{C3r: ;md all pro~er safquards to prevent pollution. Without limiting the 
fo regoing. polluticn of co:uul wc:tlmd.s, narural wat: ;-;vays, rive:s md im;>aunded W1Uc-r shall be preve:11.ed by !he use of cocwnme::1t fa.c:Jities suffieie::1t to prevent 
spillag: , se:page or ground wat"'r eont:llnination. In the evc::1t of pollution. Lessee shall use all :n= ou its disposal to re2ilrurc 3.11 escaped bydroc:uborLS or other 
pollutant and shall be resporLSioie for all :i;unage to ;Jublie and priv:tte pn::pe.-tics. Lessee shJJI build :llld mainuin fen= ar::~und its slush. su:mp, and dr:linag~ pits 
and tanlc bat:eries so i1S to pro~et livestoQc :1gair:st loss, damage o r injury; and upon eompletioo or abam!onment of a.'ly well or wells. Lessee shall fill and level all 
slwh;i~ and cell ;us and complc:~ly cle:l/1 up the drilling si~ of all rubbish thereon. Lessee shall. while conduc:ing opc.r:u.ion.s on the leased premises, lc:cp s:J.id 
pre,.uscs ~: of all rubbish, cilnS, boale.s, jlaper cups or prbage., and upon completion of o_pe::-:u;on.s shall reston: the surfa.c.: of the lmd to as nc:01r its original 
eonc!l\io~ •and contours as is pr.u:tic::J.ble. Tanlc:s and e quipment will be kept pain~d and pn:sc:::1u.ble. ...., . .. . , .. 

• e e I 

•• 26. RE~OVAL OF EQUIP~. Subject to Jimiwions in this paragraph. Lc:s.sc: shall have the right to remove machinery and fooure.s placed by 
~sse:"bn the le=d premises, inc:luding the rig.ht to dnw and remove C:~.Sing, within one hundrl:d twenty (120) days afu:r !.he apiratioo o r the temination of this 
leasi~~the owner o f the soil gr.utiS Lessee an exterLSion of this 12Cl-<by period. However, L::ss.ec: may not ren:ove cii.Sing from my well C3pable o f producing oil 
and gUih-paying qu:111tities.. Addition:l.lly, ~=== may not draw and remove c:;uing until :U\er thirty (30) days writL::J ooti~ to the Ccmmissioner of the General 
Lui~ .Of1"t~!and to the ownc:~ of the soil. The owner of the soil shalll:ceome the owner of any 1113C~inerJ, ~or ClSing which 01re net timely removed by Lc.sse~ 
unde.,.tte tomu of this p~h . 

• 
47. (A) ASSIGNME-rl'S. Under the conditions conuined in this paragnph md P~h 29 of this lease, the rights andes=' o f either pany to this 

leas! ~'\.l :ISSigned, in whole: or in ptlrt, and the provisio rLS of this le.:ue sh:l.ll c:xtc:Jd to 3lld be binding upon their heirs, devisee!, leg al tci)n:sc:nutivc:.s, suc~lSOI"l 
311d assigns. However, 3 change o r division in owne:ship o f the land, re::1tal.s, or roy~ tiel will no t e:Uarge t!!e obliglrions of Lessee, dimin ish the righc:s.. privilcgd 
and ~f0fLessee. imp:J.ir the effective:Jess of J.nY payment mac!e by Lessee or impair the effedve::1es.s of any act ~erfcrrnd by ~ee. And no c.'l3llgc: or 
division in owne~hip of the land. ren taJs, or royalties shall bind Lcsse: Cor my purpose until thir-ry (30) days J.i'...:r the owne-: of the soil (or his he in, devise::s, lcgll 
rc:present.:uivel o r assigns) furnishes the L~se: with S3Lisfac:ory writlC;l evidc:ne: o f the change io owneohip, including the: original rc~rded munimer.ts of title (or a 
cenilicd copy of such orig inal) when the ownc::ship c!langed because of a conveyane:. A toul o r p3r.ial assignment of thil lease sh:UI, to the extent of the interest 
3S.Sig.,ed, relieve and dischar&e L=3s« o f all subsequent obligations under this lease. If this le;ue is assigned in its e:1tirecy as to only part of the ~e, the right llld 
option to pay renuls shall be appor'Joned as ber:wc:en the several owners T:U.:Ibly, according to the 3J'C3 o f e.J.Ch, ar.d fai lure by one or more of them to pay his shan: o{ 
the rentaJ shall not aF.ect :h is lease on the p3rt of the land upon which ~ro rau re:Jtals :ln: timely paid or tende:ed; howc:·tc-r, if the assignor o r assignee docs net file 1 

certified copy of sue!"! ii.Ssignme:Jt in the Gcnc:-:U Llnd Office before the next re:Jul p:~ying daLe, the c-:1tire lc:ue sh3ll !.Cmlinzte for failure to p01y the entire rcncl due 
unde~ P3r3gr.~ph J . Every assignee shJJI succ::: d to all rights and be subject to 3.11 oblig:uions, liabilities, and penJJ tie.s owed to t."le St:u.:: by the: original lessee or 'l-''~Y 
prior assignc: o f the lc;ue, including any li3bilities to the Sue= :or unp:J.id royJJties.. 

(B) ASSIGNMENT LMT A TION. NorwiL'l.st:lnding m y provision in P~ph 27(3), if tl:e ownc: of the soil a.cquires this lc:;ue in whole or in pas1 by 
ii.Ssipment without the pr.or wit::n approvJJ o f the Commissicne:- o f the General Llnd Offie:. this le 35e is void J.S of1..'1e time of assig:une nt and the agency powe: 
of the owner may be forfeited by t.'le Co mmissioner. An :l.Ssignmc:nt will be trelt=d as iCit we:1: rn3d: to t."'c: owner o f the soil i f Lt,e 3!.Sig:n~ is: 

(I) a nocr.ine:: o f the owne: ofth :: soil; 
(2) 3 C<lrpor:uion o r subsidiuy in w!"lich th:: O\lo'ller o f the soil is a pr.nc!pal stocX.'Iolce: cr !s an c:nploye: of such a ccrpor:uicn o r subsiciuy: 
(}) 3 pa.-;nc~!lip !n wh!ch t."': owne: ofL'Ic: soil is 3 p:vm. or is iln employe: of such J p=::sllip; 
(-1) 3 princ!pal stoclU:olc!c-r or : :nploye: of:.'J c: C017or.u.icn which is L"'e owner of the soil: 
(5) a par.ner or employee in a ;>ar.n::rship which :s the Jwncr of the soil; True and ec:meot 
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(6) ~fiduciary for the owner of the soil; including but not limited Ul a guardian, truSt=, c:xecu!Dr, admiDi.str.uor, rc:c:civc::r, or conservator for 
owner of the soil; or the 
(7) a family member of the owner of the soil or related Ul the owner of the soil !ly nuniagc, blood, or 0\(lo:-ri<-o. 

28. RELEASES. Under the conditions conl:lined in this par.tg::'3ph :md P:~r.~gr:~ph 29, L::ssee ouy :u :~t~y time exeo::'Jte ill1d deliver to the owner of th . 
and place o { record a re!e3SC o r relc= covering any portion or pcrtions of the leased premises, :md thc:Rby sUITender this le3SC a.s Ul such ponJon or portions, e :•I 
relieved of :Ill subsequent obligations as to aacage surrendered. U any part of this l= is prcperly sum:.ndc::-ed, the delay rent.:LI due under this lease sh:LIJ be ~ be 
by the proportion that ~ su.rrendc:red ac:-eage be~ Ul the =age whic!l W33 c::lVCTed by this lease irnmcdia.t.:ly pr.or Ul sucb SUI'T'C":Ider, ho~vcr, such rele:~S:Wil~d 
not relieve Lessee of any li:lbilitics wb.ic:h may h:lve accrued under this leo:~Se prior to the sum:nder of sucb ac=:\8e. 

29. FlU}"·:; OF ASSIGNMENI"S AND RELEASES. If all or any part of this I= is :migned oc ~leased, suc:h assi p:ment or release must be recorded . 
~c: county where the :J.Jld is siruatcd, a:nd the recorded instnur.ent. or a copy ofdle reccrt!ed i.ns:rumc:::t cati.fjed by the County Clcrl: of the county in which the Ill 

lnSU'Ument is recorded, must be filed in tbe General Land Office within 90 days of the last c:xeeutioa d3te ac:ompanied by the presaibcd filing fee. If any SUC;\ 
as.si~ment is not so filed, the rights acquired under this lease shall be subjea to forfei~ at the option of the Commissioner of the General Land Office:. 

30. DISCLOSURE CUUSE. All provisions pertaining to the l e~ o(the above-described land have been included in this instnur.cnt. including the 
=tement of the tnJe cor.sideration to be paid for the c:xecution of this lease and the risJlo and dutic:1 of the partic:s. Ally coll:uc:-al agrc::ment:S concaning the 
dc:ve!opment of oil and gas from the l=d premises whic:h are oot contained in this le3SC render tbls I= inv:Liid. 

J I. FIDUCIARY DUTY. The owner o f the soil owes the State a fiduciary duty a.od must fully disclose any facts affecting the St:uc's int.en::st in the leased 
premises. When the interests of the owner of the soil conflict with t.'wse of the State, the owner of the soil is obligattd to put th.c State's inte= before his persona) 
inte:esu. 

32. FORFErnJR.E. If Lessee shall fail or refuse Ul nuke the payment of any sum within thirty days aftc:r it becomes due, or if Less~ or an authcriud 
~cot should lclowingly make any f:LI.se return or f;ilie re;:-. · conc::'Tling production or drilling. or ifLc.sscc shall fail or refuse Ul drill my offsd well or ~Its in good 

faJt.'1 as required by law and :he rules and regul:uions aec; ! by the Commissioner of the C-c:Je.'"J.l Land Offic:., o r if~ should fail to file reports in the manner 
required by law o r fail to comply with rules and regulations jitomul g:ued by the C-cncnl Land Offic:., the School i....lnd BoJJd, o r the Rlilroad Commission. or if 
L=se: 5hould refuse the: pre per 3llthority ac::.=ss to the records peroining to opcr.uio~ or if Lessee or ;m a.uthori.z:::d :~gent should bowingly fail or refuse to give 
correct information Ul the , J pcr authority, or knowingly fail or refuse to fur.lis.'l the C-c::cr:LI Lind Offic: :a correct log of ::r• N"C ll. or if Lessee sh:LII icnowin;ly 
viol:ue ;10y o f the matcri:LI ; rovisions of this lease, or if this lc3.Se is assignd and the assi~cnt is not filed in the Gene:-:: _ 1d Oeic: as required by law, the right:S 
acquired unde~ th is le3.Se shall be subject to forfeitl!.-c ~y the Commiss iona, 311d he sh:ill for:cit s:ur.e wbc:l suffic!cntly irucr.n d of the fac-J whic!l authorize a 
forfeirun:, and when forfe!t.ed the arc:1 sh:LII again be subj cc:t :, le:!Sc under the t.e:ms of the RelinGui.shmc-:lt Ac-- However, noth:ng hc:r'Cin shall be construed as 
waiving the automa::ic tc:r:nina.tion o f this le3SC by o per.u.ic r· ··.w or by r~ · o of lily spc:ci:ll limiution u'Jlr.l! hereunder. Forfe:-tures may be set aside llld this 
lease :111d :Ill ri ghts thc:eunde: reinsL:lled before the rights "' · •. _-.e: in :.crve ·. :poo satisfuctory C'Videnc:: to ::·.: (;;Jmmi.s.sione: of :he Gc:1er:LI L:md Office offu t.:re 
compliance with the provisions oft.he law and of this !c.ase ana the :-Jles and :egul:uions that may be a.c!opt..~ rel:uive he.-e!D. 

33. IJEN. In accordanc:.:: with Texas N:uural Rcsourc:s Code 52.136, the St:uc shall b.ave a tint lien upon all oil and g:lS produc~d from the arc:J covered 
by this lease Ul se cure: payment of .:.11 unpaid roy:Lity and other swns of::Jone-J tha1 ::1:-.y become due: unda :h:S !c:l.Se. By ac · ·.-:c.: of this lease, L::.sse:: grants !he 
Sut.:, in addition to the l ic:n prov ided by TeX:l.S :-l:l!".11':1.1 R=ur= Coce 52. 1;6 :lr.•~ ~.r~y othe7 3pplic::lble st:u".::cry lie::t, 3Zl : . · ·. :;con~ lien on 3lld se:l!lity 
int:r:.st in al l le:l.Sed minerals in and extr.ic-.:d from the leased premises, all proceccis .,.hie:. 'I rruy accrue to Les.sce from the s:Lic of such leased miner.Us, whc:her suc.'1 
proc•~il'C held by Less~ or by a third party, and :Ill fixtures on and improve:ncnts to the le:ucd premises used in ccnncc-Jon wtt.'l the production or proc=ing of 
sucl! ~~mincr:Lis in c rcer Ul se:~ the payment of :Ill roy:!..~ ties or other :unounts due or. to bccor:~e due unce: this lease and to secure payment of any damages or 
loss 'LlitJ.essor may suff:r !ly reason o fL::ssee 's !:lr:a.c:!l of3Z1y cove:Jant or condition of this IC:l.Sc, whether apr:ss or implied. This lien and security inte=t m:1y be 
fo~~o4!d f ith or without court proc..--cding.s in the m:~t~ner provided in the Title 1, Chapter 9 o f the Texas Business and Comme~ Code. L:ssc: agn:::.s tha! the 
Commissioner may require Us.sec to exccut: and ~rd such instruments as may be reasonably ncc.::ss;uy to aclcnowledge., artl.C.':! o r perfect this !ie:t. Lc:sse: hereby 
represents that the~ 3.re no prior o r su;x:rior liens O!.rising from and relating to Lessee's activities upoo the abovc:-<lescribed prope:ty or from Lesse::'s acquisition of 
U! istlt~~--ihould the Commiss ioner :u any time dc:.crmine tha.t this reprc:sent.:u.ion is not true, lhC:Jlhc Commissioner may dec!ar: this le3SC forfeit.:d as provided 
hcrcirt.•• • 

• •••••• 
• 14. POOLING. Lessee is he:-:!:ly gnnted the right Ul pool or unitize the roy:Lity interest of :he owner of the soil unc!cr :..'lis lease with :ltlY other !e:~Sehold 

o r min~:LI intercs~ for the explor:uion, deve lopment and production of oil or gas or either of them upon the same t.errns as sh:LII x 3.pproved by the Sc.'"aool Land 
Bo.,.~i'lP.tte Commissione~ of the Gcner:LI Land Office for the pooling or unitizing of the in=t of the Sute under this le:J.Se purs=t to Toe as :-larur:LI Resources 
Coee• 52.1! 1-52.153. Tne owner of the: soil agrees that the inc:! us ion o f this provisicn in this le3SC s:uisfic:1 :he c:xec:ution n:quir=e:1ts stated in Texas Narur:ll 
R:s~~fi1,5.qo<!e 52. 152. 

• • 
35. INDEMNITI. u sse:: h=!ly releases and discharg~ the Sl31e o fTcx:lS JEd the owne r of the soil, their officers, employ~. p3ro!e."'S, agents. 

con tnc:ors, subc:ontr.lctors.. g uests, invit.e::s, and their respective suc::.:ssors and assigns, of and from all :~nd any ;u::.ions ;u,d c::u:.sc:1 o f Jction of every nature, or othe: 
h3IT'I\., including e:wironmenl:IJ harm, for whic:.'t rec;,very of damages is sought, including. but oot limited ID, :1.11 lossc:1 a.nd cx;x:u:;s which are c;msed by the 
activities of Lessee, its officers, employees, :~~~d age::as wing out of, incidental Ul, or =ulting from, the operations of or for Lc:s.se: on the leased premises 
he:-c:undcr, or that may :Iris: out of or be oc:asioned !ly Lessee's breach of any o{the t.errns or provisions of th is Agrc~ent, or by 3.l1Y othe: ncglig:nt or strictly liab!e 
:1c: or omission o fLcssc:. Fur<.her, L=e:: hereby a~:s Ul be li3ble !or, cxoncra.t.:, inde:nnify, defend 31ld hold hmnless the Sl:IL: ofT ex :IS and the owner of Lie soal, 
thei r officers, employees and age::ts, their successors or assigns, a.g:Unst any :111d :Ill claims, liabil ities, losses, damages, actions. pClonal injury (including de:uh), 
costs lr.d : xpcnscs, o r other har.n fo r which n::ove:-J o f damages is sought. unccr lilY theory inc!ucing t.crt. contr:~c-., or stf.ct liability, including attorneys' fees and 
ot.'1c:r legal e:cpenscs, inc!uding those r::IJ.t:d to cnvironment.JJ h=:!s, on :he le:J.S:d premises or in my w:ry re!Jt:d to Lessee's f~ !'.lr: to comply with any and all 
e:Jv iror.ment.JJ Jaws; those Jrising from or in :~~~y way rel31ed to L~sse:'s ope::uions or any other of L:sc:'s ac:ivit.ies o n the: le:l.Sd premises; these arising from 
L:s.see's use o f the surface of the leased pr::nises: a.-,d those that m:1y Jrise ou t of or !le oc::.asioned by U:ssc: ' s breach of any of :he terms or provisions oithis . 
Agreement o r :111y othe r ac: or omisSion o f L.:ssce, it.s directors, oF.ic.::-s. cmploye:.s, j)Olrt1le:-s. agents. cont:":lC"..O~ sub~ntnc:ors. g-Jests, invit.e: s, and thc:t respcc:ave 
suc::: ssors and ass i ~:u. Each assignee oith is Agrc::=Jent. o r an int: :::st thc:::in. ~-c:s to be li:a..bk fe r, exonc:r:ue, ir.d: mnify, dc:·::Jd llld hold h:tr.T:lcSS the Su:: of 
T :xl.S :111d the owner of the soil. their offi::.=:-s, c:nploye:s. and ag: ms in the S:lr.le m:111ner ?roviced above in co nnection with t.'le Jc-:ivities of L.csse:, its offic: :;. 
c::nployc:s, 311d Jg::~ts a.s dc.!c:iod J.bov:. E..'XCE?T AS OTHERWISE EXPRESSLY Ll~IITED HEREL"', ALL OF THI C'-"DDL'iiTY OBLIGAT!Cl'S 
A.'iD\OR LlAB ILITIES ASSC:-o.tED lr.-\D£R THE TER.\lS OF T:-:IIS AGREDIE:'if SHALL BE WITHOI..fT LIMITS A . .''""D WITHOliT REG..uu> T O 
THl: CAIJSE OR CACSC:S THEREOF (EXC LL"Df.'IG PRF.-EX iSTf.'/G COi'"DmOl'S), STRICT LIABILITY, OR nn: I'EGLIGE:-.'CE OF A.'iY PARn' 
OR PA~T!ES (Ti'ICLUDL'IG THE :-<EGL!GE:-.'CE OF TifE IJ'."DE.\f:'-1FIED PARn') . WHETHER SUCH :-IEGLIGE:'."CE BE SOL£, JO[;'.'T, 
CONCCRRL'iT, ACTIVE, OR PASSI'\"E. 



. , 
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. 36. ENYIRONME?-ITAL HAZA.WS. ~=shall use the highest de~e of= :a.nd all reason:lble .safe~d.s to pre-vent cont.amilution or poll uti · . · · 
:u'Y envlltlrunenu.l medium. including soil. surfao: w:u.et3, vounctw.uu, sediments., and surfa~ or subsurface straU. arobict .a.ir or :my other c:xviro~lltllll'l 0~ of • 
:a, on_. ~r under, ~e leased premises. by any waste, polluunt, or contaminant Lessee shall not bring err permit to remain on t.he le~d prcmisa any as~ e urn 
cont:unlllg m:IIUla.l.s., explosives, toxic m.au::rim, or Sllbstan= rcgulu:d as h.u.:lnlous w:uu:;s. h=dous rnateria.ls, hazardous subsun= (a.s the tcnn ·B~do 
Subsunce~ i.J defined in the Olmprclleasive Environmental Respo~ Compcns~on :a.nd l.i3.bility Act (CSCLA). 42 U.S. C. Sec:tioas 960 1, ct seq.). or to:Uc us 
subsunc_es under any f\dc:ral. stile. or loc:U law or regul~oo ("Hzz:u-dous Ma.t.eri.a.Uj, except ordinazy products commonly used in conncalon with oil and gas 
cxploi':Uion :a.nd development operations and stored in the usuali!UlUler and quantities. LLSSl:.E'S VIOLATION OF TH.E FOREGOING PROHlBmoN 
SHALL CONSTITUTE A MATE.RLU. BREACH AND DEFAULT HEREUNDERA.""D LESSEE SHALL INDE.'\1NIFY, HOLD HAR.\fLESS A.'m 
D EFD'ro TilL STATE OF TEXAS A. 'ID THE OWNER OF THE SOIL FROM A.'ID AGAINST ANY CI...AL\IS. DA..')UGES. JUDGMENrs. PDiALTI 
LIABILrrn:.s, A.'ID COSTS (INCLUDING REASONABLE ATTOR.~EYS' FEES A.'ID COURT COSTS) CAUSED BY OR ARlSING Ot.rr OF (I) A ES. 
VIOLATION OF nu: FOREGOING PROH1BmON OR (li) TilE PRES~CE. RELEASE. OR DISPOSAL OF A.'(Y HAZARDOUS MATl:.RLJ.LS ON 
l.JNDER., OR ABOtrr TiiE U:.A.SED ?REMISES DURING LESSEE'S OCCUP A.~CY OR CONTROL OF THE LE.A..SE.D PRl::'rOSES. U:SSD: SlLUL' 
CLEAN L1', REMOVE, RE.'\1EDY A.""D R.EPAlR A."()' SOIL OR GROUNDWATER CONTA.'\1JNATION A.'ID DA.\1AGE C.-\. USED BY THE 
PR.ESE.~C.E OR RELEASE OF A."<Y HAZARDOUS MA TERI.Al.5 IN, ON, UNDER. OR ABO tiT THE LEASED PR.E.'>OSZS DURING LESSEE'S 
OCCUPANCY OF TH.E LE.A.SED PRDflSES IN CONFOR.'>UNCE WITH TH.E REQUIREMENTS OF APPUc.ABL.E LAW. TRlS 
INDEMNIF1CATION A.'ID A.SStiMl"TTON SHALL APPLY, Btrr IS NOT LIMITE.D TO, UA.BILITY FOR RESPONSE ACTIONS UNDE:RTAXE'f 
PUR.Sl.JANT TO CERCLA OR ANY O'T'B'ER ENVIRONME'IT AL LAW OR REGULATION. LESSE.E SHALL 1M?> !ED fA T".t.L Y GIVE TilE STAn: OF 
TL"'CAS AND TilE OWNER OF THE SOIL~ NOTIO: OF A.'N BREACH OR SUSPECTED BREACH OF THIS PARAGR..U>H, UPON 
LL\.R.~ING OF nn: PRES '£:iCE OF ANY HAZ.ARDOUS MA TE.a!ALS, OR UPON REO: lYING A NOTICE FROM A."<Y GOVE.R."fMD.-r AL · 
AG~CY PERTAINING TO HAZ.UU>OUS MATE.RIALS WHlCH MAY AFFECT nn: IL\.SED PRE:"rfiSES. Till: OBUGA TIONS OF LESSEE 
lll:.REUND ER SHALL Sti'RVJVE THE EXPDU TION OR EARI.I:ER ITR.\IlNA TION, FOR A.'N REASON, OF THlS AGR.EL'\fi:NT. 

37. ArPUCABLE L\W. This I= is Issued under the provisions ofT= Narun.J R.c$olll"'...:s Code 52.171 through 52.190, commonly Jcnown as the 
Relinquishment Act, and othCT applic:lble .su.rute:s and unendmc.nu thereto, and if .ll'lY provision in t.hi3 I= doc.l not conform to tl'l~ SUIUtes, the statu~ will 
prevail ovc:: any nonconforming IC3Se provisions. 

38. EXEctn10N. This oil and gas l~e 111ust be signed and x.bowledgd by the Lc=: be!'orc: it is fil ed of~c;.ord in the county ~ort!s :a.nd In the 
Gene::U Ut1d Offi~ of the SUit: ofTe=s.. Oo= the filing n:quirc::nc:nts found In P~h 39 of this l=e h3ve been satisfied., the cffec:tive d=: of this lc:asc shall 
be r.he d:ue found on P3ge I. · 

39. LEASE FILING. Pursuant to Ouptu 9 ofr.he To::lS Business :Uld Commc:rc: Code, this l~e must be fil ed o fn:c:ord in the oeic: ofr.he County 
C l erlc: in any county in which all or any part of the lc:zed premises is l~ted. and ce:tWed copic.l thereof must be filed in the Gene~ L.lnd Oeicc. This le:JSe is not 
effective until a ceni!ied copy of this le~ (which is ma.de and c: :tified by the County Clerk from h is rcc:ords) is filed in the C..:ne~ L.lnd Offic: in ac:ord :Ulc: with 
Tex:lS N:uur.l.l Reso= Code 52.1 &3. Additionally, this lease shall not be bindini upon t.he Sute unl= it n:c:t=:l the 3=al and tnJe ccnsidcr.Hion paid or jlromiscd 
(or execution of this lease. The bonus due the St:u.e ar.d the prc.sc:ibed filing fe: shall ;u:;ompany sue~ c: rti!ied c::py to t.'le Gcne:-:ll Ut1d Offic: . 

* See Exhibit "A" 

• •• • • • • •• 
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1ease provisions. 

1TTLE=------~.-~r-rr~.-------------
DATE:_~Zc5lzJ___:=----....-z<--...;;'(f~---

STATE OF TEX.-\$ 

STATE OF TEXAS 

Estate 

True and Correet 
copy of 

Original filed in 
Reeves County 

Clerks Office 



"IW:l i v\dwd 
(CO~ OlVC"l'feH ACKNOWLEDGMENT) STATE OF _ _ -.:..:\ -H<==o~~fr:::.S==--.~-­

CO~OF __ ~n1~1 ~\\~~ru;a~~----
BEFORE ~the undersigned ;wtbority, on this thy ~nooally ap~d, ___ ..:.C-~.t:.-~CWJ=~r~-fl~~.;._.....:_ __ --"'------- --

lcnown to me: to be the person whou name is suln cribcd to th.e foreg1li.c& i.c.suumetlt,.~===================::JIJt 

~ 
BEFO RE ME. the lllldcn igned authority, on this day pcnonally appc=ed. __ ~Juo-"hu.DLL-..c:.A._. . ....._.S.,~.t'-iwirr.J:.o;:Sl.!ky~-------------

lcnown to me to be the pcT.Wn wbo3e n.amc is subscribed 10 the forcitJi.c g instrument. as. _ __ .J..C..~,o-'=T.~...~,n,ul..::S~:.~.t...tP:;:JP;::_ ____ _ _ _____ of 

the Ho usto n and Emma Hill T rust Estate 3Dd a.cbawlccgcd 10 me tb.:u he c:xc~t.c:d the s;unc 
for the PUlilOSe3 and consider.n:on therein c::xprc.sscd, in the c:a.pacit'J st:n.:d. and as the J.Ct ;uJd de::-::1 ofs:lid ~ trus t . 

Given under :ny lund ;md sc:ll of offic: this the 14th day of 

STATE OF __ ~T-=EXA~~SL-______ _ 

COUNTYOF TARRANT 
••• • • • 

No4ry ?-.Jblie ia and !'or I a r r a 0 t c 0 I I 0 t y ' Texas 

• • • Before me. the undcrsig.,c::l authority, oo this day pc..-sonillly appc=d· Y i njj ni a Gl eon H i 11 1att j more , Ind j yj dua l ly 
•""=el. as Co Tmstee o f the Houston a n d Ennpa _Hj J J Tmst E s tate 

lciC¥>¥n tatme 10 be the persons whose names a.n: subsc:ibed to the forcgoUJg JJlSttUmc:lt. and aclc:lowlc:dg:d 10 :ne Uu.t they a : c-.:t:d the sarr:c: for the purposes and 
consideration therein e;ocpr-..ssed. 

•••• 
• •••• • Give., under my hand :md sc:ll ofoffic: this the_--=1~4...::t:...:h..:.... __ day of_~~c---"'~ ........ ....,_::-u;~......_.,or~-fF)=;;-l>-::-_ -;::' 1199~ 

•:•• •:. ;;( .. ~~:.~-..:.~;~ St-;ErU, O.RICHA::lOS ~ ~ 
• (''( Ji;~JrJ Public, State of Trus 

• , • ,. ,,~_ Y : >y Co~mlss~;n ftjres Jur.e ?7, ~_dCD<:> \ 
•••••• • • 

surr.~F __ TE_ XA_s _ _ ___ _ _ 
• • 

COUNTYOF __ ~T~A~R~R~A~N~T~----------

Noury ?-o~b l ic in llld ~or Tarrant Co unty , Texa s 

Before me, the unders igned :Jut!:oriry, on t.'l is day personill ly :~ppc:=d James Robert Hill , Individually and as 
Co- Trustee o f the Houston and Emma Hill Trust Estate 

b own to me lobe the persons whose n:une:s :1r: subsc:ibed to the foregoing instrumc:Jt. :md aclc:lowledg~d to me th :u thc:y executed the same fo r the purposes illld 
conside~tion thc::ein c:ltpRSsed. 

Given under my hand llld se:ll of of!) c.: th is :hc_--'J.._...il_.II-IH>:~---day of_\:~---"....-:!::tt~'e.-e:t'lttli"e-'tsE:::::-.-~,_.:;:.>r--.-~ 19 

/··· -~ ~ 
f"'tQ'·... Si ;t.JU, D. RICHA· o~· ~(i;i • T H;~•r:t Public, S!ale of m s "'\ ()0 I 
\ :- :~ Co,.,.,;ss•:;n E.<;>'r~ Jur.t 27, l"~ . t~~, 

Nc~' P..Jelic in llld fer I a r r a o t Count v , I ex as 

~~ 
I ) 

True and Correct 
copy of . 

Onginal filed tn 
Reeves County 

Clerks Office 
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2. 

_"EXI:ITBIT A" 

\ Attached to and made a part of Oil and Gas Lease 
dated August 19, 1998 by and betw,J!n Virginia Glenn Hill Lattimore,J6, 
James Robert Hill and John A. St~ky, Co-Trustees o f 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. 

Lessee is granted ihe 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. 

1 
1 

Lessee shall notify the owner of the soil a minimum of 24 hours before cutting any new road, if neceskry,"'into o~ on le le~ed 
premises. 

I 

3. Lessee shall install and maintain cattle guards at every fence c rossing, 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 provis ions of this lease to the contrary, it is expressly understood and agreed that Lessee will not 
• • • •• •pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil 
•• • : • .in writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated. r 
•• • 
S. Lessee further agrees to maintain all dri ll 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. ····"'· • • 

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

• • Lessee shall fill and level off all s lush pits and cellars and completely clean up the drill s ite 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 o f 
such well, or upon the abandonment of any well location, drillsite, tank battery s ite 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 s tate that it is in at the time of execution o f this lease. 

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

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



~ 

5 

0 
~ 
d 
Q.j ~ 

~ -.J u. 
v v 

::I d ""' 

~ 

] 
1 
c:Q 
~ 

t 
(!) 

~ 

••• • • • •• • 
••• • • • • • • • 

• 
••• • • • •••• 

• •v••• • • • 
• 

• ....... 
• • 
• •••• •• • • 



GcDenl und Office 
Rc.llnqui3bmnt Act Lc:ue Form 
R <: >"u cd, 5el' r~mbcr !'J9t 

Oil. AND GAS LEASE 

Tiii.S AGR.EB-!DIT is made and entered into tlili _12_ day of AU qu S t 19 __2L. betweo the SUtc of T=. tttin& by and through its 

agenl~--~HLlL·~]LJL-_JLDUUJT~P~S~t~m~e~nut~s~,~~~~,t~dLL·--------------~----------------------------------------------------­
-----=~~~~--~~~--~~--~~~--~~----of.-=~~~--------------------------------~~---
------~P~~a~~B~a~x~~1L5~6uR~,~c~e~d~aur~~P~a~r_k~.~~T~e~x~aLs~--~7~8~6L1~3~------------------------------------;~d~~t 

(Give Pemunc:~t Addr=) . 
hc.rein referred to a.s the owner of the soil (whctha one or more), aod. __ ___,C~l..~:a~yJ--''"LJ~o._.b~n...,s.o,.....n....._-:---:-:-----::-::-::--------------­
----------------------------------------------~f.2~Q~3~~WL-~W~a~J~J~.-:-S~nLJL· ~t~e~~8~0~0U-----------------------~of 

M1d land . Texas 79701 
(Give Pennancnt Addles) 

1. GRANTING CLAUSE. For and in considen:tion of the amounts stlted below md of the covenants and ~cnts to be paid. k..j)t aod performed by 
Le:ssee under this lc::ue, the State ofT= acting by aod through the ownc:r of the soil badly g:r.mts, le3Soe:S and lelS unto Lessee. for the: sole: and only p~ of 
prospecting and drilling for and producing oi l :m4 gas, laying pipe: liz:C3, buil<!ing t3llb., stcriDg oil :md building powa suticru, telephone: lmc::s and other S'JUt.:urc.s 

thc:n:on. to produ~. S3Vc:, t.ak: = of. a=1 md transport said produca of !he l e:~Se, tf:c: following land! situat:d in R eeye S County. SUL: 
ofT c:us, to-wit: 

The South 360 acres of Section 3 4 , Block 55, Towns hip 5, 
T&P Ry. Co . Survey. 

con la.inin.,..g ____ 3~6~0~t-_____ acres, mor: or less. The bonus considc:r.ltion paid for tlili I= is as follows: 

••• • • • ••• Tothc S~ of7~:. __ ~0~n~e~H~u~n~d~r~e~d~E~i~g~h~t~yL--~s~e~v~e~nL-~a~n~d~~5~0~/~l~O~O~-----------------------------------------
Dcll ars (S. ____ ___.1_..8 .... 7 ......... _.5...,0...__ __ __.) •••• • • • •• • 

• T o the owne: of the scil:. __ --=~-=--,;.-x---...,.--E_i-'g=--h-t_.Y~--s_e_v_e_n __ a_n_d __ s_o....:.../ _l_O_O_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_ 
Dollan (S. ____ .......oo.l.!..!...!....>£:->L..----..J •••• • • •••• Tot.ll bonus considc:-:atioo: Three Hund red Seventy-five a n d No / 100--------------

• •••••• • • DGIIan (S 3 7 5 • l) 0 ) ' 

The: to~ bonus conside:-ation paid rep r=ts a bonus o r. ___ F __ i -=f=-t===y'""='-=a,..n_d ___ N __ o.:../_l~O_O_-__ -_-__ -_-_-.,.,---~---_-__ -_-__ -_-_-__ -_-_-__ -_-__ -_-__ 
• Doll:l!S (S 50 • 0 0 ) pc:r :=-:, oa 7 . S nc:! a.c::s. 

• • 
.:; TER.\1. Subject to the other provisions in this le:ue. this lc:ue sluii be for a term of F i ve ( 5 } years from thi.s dau 

(he:~:.·~~~ •primary tc::m) and;~.; long the:-emer as oillnd g:u, or either ofthc:n. is j:rodu~ in ?aying quantities from ~d 13.-:d. 
As used in this l=e. the tc:nn •producul in paying quantities• me:ms that the receipts from the sale or other authori.z.cd ccrnmercial usc: of the substancc(s) covered 
a cecd out ofpoc!cet cper:uional a pe:= fer the: six months I3St past. 

3 Delay Rentals: If o il or gas in pa~ing quantities is not being produced from the premises on the first ann1vcrs:l1) date of this Lease and there 3rc then no dnlling 
operations being conducted on the prcm1ses, then th1s lease shall tc:nmnatc unless, on or before such anna versa!) date, Lessee shall pay, y, d1rectly to the O\\ner of the soli 
and a like amount paid or tendered to the C0;\1:'-IISSIONER OF THE GENERAL LA~D OFFICE OF THE STATE Or TEXAS, AT AUSTr.-.:, TEXAS. a dday rentalm 
the amount specified in the foliO\\ lOg schedule multiplied by the number of acrc:s then covered b} this lease, which pa~ment. when umely made. shall continue th1s lease lor 
a pcnod of one ( I) add111onal ~ear . In like manner and upon pa~ment of the :unounts set out 1n the following schedule. this kase mav be funher continue for succesSI\C one· 
year periods durin~ the prim~ term of this lease provided that pa~ ment is made on or before the annh·ersa.;:;,. date · 

Ann I\ ersan Oat.: Dela' Rental per Acre 
F1rst S I 00 
Second S 1 00 
Third S 16.67 
Founh S 16.67 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



. 4 . PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessc: agrc:.s to pay or c:uue to be paid on~-half (112) of the royalty 
prov1ded for in this lease to the Comntissioncr o f the Gcncr:!l !..and Ofli~ of the Statt: of Texas, at Austin, T=. and one-baJf (112) o f rucb royalty to !he own f 
the soil: er 0 

(A) OrL. Royalty payable on oil, whic..'"J is defined as including all hydroc:~~bons produud in a liqu id forr:J at the mouth o f the well and also as all 
condensate, distillate, :J.tid other liquid by~ns recovered from oil or gas run through a scpara.t.or or other equipment, as hc::einaft.:r provided, shall be 

3i, 16 ' part of the gross production o r the ourlcet value tbc..-eo~ at the option of the owner of the soil or the Commissioner of the 
General L.utd 0 u, SUQ value to be dc-..er.:n.ined by I ) the highest posted pric:., plus prc:nium, ifa.oy, offer:d or paid for oil, conde:uau., distillate, or other liquid 
hy<lrocrtora, n:spcc<.ivcly, of a like type and gntViry in the: gcnc:r.11 are:1 where produc:::d Md whc:n run, or 2) the: highest mu'4:t pr.c::: th=f offc:rnl or paid in the 
general area wbrn: prod:.1c:::d Md ·Nhen run, or 3) the gross ;>rocce6 ofth: sale the~o~ whicheva is the~· Usse: ~...s that before my gas proeuc.:d froo the 
leased pr:mlsc:s is sold, u.scd or proc=d in a plant, it will be run fn:e of ccst to the: royalty owners through an adequate oil and gas sc:para.t.or of conventional type, 

0 
other equipment atle:lst as effie:cnt, so that all liquid hydroc:;ubons recovc:-able from the gas by S\Jch me.1ru will be rc--..ovc:-:d.. The requirement that such gas be run r 
through a separ.uor or other equipment may be wa.ived in writing by the royalty owners upon·S\JQ terms Md conditions as they presenCe:. 

(B) NON PROCESSED GAS. Royalty on my gas {Inc!uding Oared gas), which is defmed as all bydroC3Tbcns and gaseous subsunc:.s not defmed 
as oil in Sllbpaz-:1U:1Ph (A) above, produc:::d from any wc:U on said l¥d (a~t as provided bc:rc:in with respect to gas proc=d in a plant fiX the extraction of 
gasoline, liqwd bydroc:;ubons or ot.'"lcr produc::s) shall be .j /16 part of !he gross production or :he m:J.rl:et value th=~ a:t the option of the 
owner of the soil or the Commissiona of t.tc C-a~CT:11 L=d Office, such v:Uue :o be b:tSed oo the hi~c:st market pr.ce paid o r o ffer:d for gas of comparable quality in 
the gencnl = where produced and when run, or lh;: gross pric:: paid or offered to the produc:::r, whichever is the: g:r-~r, provided that the truDCimum pressure base 
in measuring the gas under this lease sh:lll not u any time e.xc:cd 14.65 pounds per square inch a.bsol~ and the st:u1dard base tcmpcr:I!UT: shall be sixty (60) 
degrees F~nheit, corrcctien to be maee fo r pressure =rdi.:lg to Boyle's L.lw, and for specific gravity =rding to tests x=.de by the Balanc::: Method or by t!l.e 
most approved method of testing being u.scd by the industry at the time of testing.. 

(C) PROCESSED GAS. Royalty on any gas pnx.:ssed in a gasoline pl3l1t or other pla.,t for the recovery of gasoline or other liquid hydrocarlxlns 
sh:lll be 3 / 16 part of the residue g:tS and the liquid hydroc.ui:>ons extr.u:·..::d or the rru.rlcet value t.'"le:rcot: :u the option of the 
owner of the: soii or the Com.-nissioner of :.'le Ge:Jeral L3l1d Ofli~ All royaJtks due hcn::n shall be bas~d on one hundred pe:-...... ··~n ( I 00~~) of the total plant 
production ofn:.sidue gas at::ributlble to gas produced from this leas~. :ind on fifty p=t (SO%), or that yc::ecnt accruing to ~se:, whichever is the igr'e=r, of the: 
totaJ plant procuction ofliquid hydro<::lrbons az::ribuuble to the gas produced from this lease; pro·tided thaz ifliquid hydroeu i:x>ns J.r: rec:>vc..--c:d from gas pro=d 
in a plant in which Lessc: (or its parent, s..Jbsidiary o r a.ffiliate) owns an interest, then the pac::nug: applicable to liquid hydroQrbons 51-.aJl be ftft-J p<~:n (50%) o r 
the hig.hest pe:-...::nt ac:ruing to a third parry proc:.ss:ng g3.S thro ugh su::h p lant unde: a proc::!.;ing agr-::n::lt nego ti:l!!:d 31 3.rm's !eng-_'! (cr if tl:e:-c is no sue!:! third 
p~. the hig.':c:st pc~nt the:1 being spec.iiied in ;:r::;c:c:ssing Jgr:=:nts or cont:r.I.C'.s in tr.c industry), w l:ic!lcvcr is the gr.::ue:-. TI:e respective royalties on residue ~:as 
and on liquid hydrct:lrboru: shall be dete:mined by I) L'le hig::cst m:uX:t pric::: paid or of!"e:-cd fo r any gas (or liquid hyd.roc::..-?ens) o f cor:\jlanble quality in t..'lc 
gene:;!) arc:1. or 2) the gross pric:.: paid or offered for such residue g.as (or the weighted ave.-age g;oss selling pric:.: fo r the rcs;x~iv.: gpdcs of liquid hydroo.IDons), 
w~~~not· is the greater. In no c•tc:lt, however, sh;;..il the royllt:c:s p:~yable under this par~h be les..s than t.'"le royllties whic!l would haYe be:n due h3d tl:c gas not 
b:ee p.~ssc:d . 

•••• 
• •• • : (D) OTiiER ?RODt:CTS. Royalty o n c:llbon biJclc, sulphur or any othc: proc!uc-.s produce<! or mar:ufJcn!..-.:d 5-om/oas (exc:;>ting liquid hydroC:Ill::ons) 

whc~r S<iid g:IS be "c:1Singh ::!.d, • "drf, • or any ot.'l:~ gas, by fr=:.ion:ltjng, bwning or :~ny ether ;roc.::s$ing sh:Ul be 3 _ 1 6 p:!tt oft..':e 
&ro~ ~·~uction of such produc:s, or the marlce~ value thereo f. at the optio n of the ownc~ of the soil or the Commissioner of t.he Ge:~cral Und Office, sue!l market 
v3Jiu~.~ ~ determined :tS fe llows: I) on the basis o f the h ighest market price ofe3c!l prcdu~ for the same month in which suc!l produ~ is ?roduc:d, or.:!) on the 
basis o f thi ave::~g: gross sale pr.c: of e='"l proc!u~ for the sasr.e month in which such p roducts 3re produc:::d; whichever is the gre:ucr. .. 

•••• • • ! • •.s. 1\.fiNlMUM ROYALTY. During any ye:u- aftc: the cxpir.ltion of the prim:ll)' t.er.n o f this le3.Se, if :..'lis lease: is maintaine:! !>y production, the royalties 
paid uf.der th is lease in no eve:1t sl:lll be less than an illTIOWlt equ.aJ to the total annu:U deiJy rt::ltal he:: in provided; otherwise, there shcll be due and payable on or 
befpWi4 ~t dJy c :the month succ::ding the annivers:ll"J date o f this lease a sum equal to the total mnual rent:U less the 3100unt of royalties paid during the 
pre:;...'"'ding 1e:u-. lf PIW &g~"eph 3 of thi3 le:se c!ocl not lpc~if; s dd3) •cnLi:l wnouut; the.J for the purrosc:s o f this pangr.~ph, the de lay rcntaJ amour.t shall be one 
do II~ L-\1.~) per acre. 

• • 
6. ROYALTY IN KIND. Notwit.'ut:J.t~ding 3J1Y other provisL o in this le:l.Sc, at any time or from time to time, the owner o f t!le soil or the Commission=r 

of the General !..and Office mav, at the o ption o f cit.'"lcr, upon not less than sb:ty (60) d:~ys no tic::: to the hc:der o f the lease, r:qui..--c: th~l the payment of any roy3ltics 
<~cc:uing to such royllty owne; under this le:lSe be made in kind. The owner oft.'Je •oil's or L'le Comr:Jissionc:- of the: Ge neraJ ~d Office's rig..'"lt to tak: its roy3lty in 
kind shall not diminish o r negate the owner of the soil's o r the Commissioner of the Gene:aJ Land Office's rig.hts or Lessee's oblig:ltions., whc:ber e.x;>rcss or implied. 
under this lease. 

7. NO DEDUCTIONS. U=: J&re:.S that lll royalties :u:: .ruing under this lease (includin g those paid in lc:Od) shall be ~t.'lcut de duction for the cost of 
producing, gathering, storing, se;:Jr.lring, trc:uing, de.'"lydr.uing, compr-...ssing, p=ssing, tr.msporting, and otherwise m:Wr:g the oil, g.:lS and other produc:-.s · 
here:Jnc!cr re:uly for sale or use. Lc:s.sec agre-es to c:::>mput.e and pay royalties on the gross v:Liue n:c:::!ved, including any r:imbuneme:lts for seve:-anc::: taxes and 
production rehlted costs. 

8. PLANT FUEL A..'ID RECYCLED GAS. No royalty shlll be payable on any gas as may rcpr:se:~t L'"Jis lcJSe's proportionate share of any fuel used to . 
process ~as proc!uc:d hercunc!::7 in any ;m:le:ssing pi3J1L Notwit..'".st.:lllding ll.,Y other prov:Sion of this lease, :ltld subject to t..'l c: wrincn conse:1t ofti:e owr.er ofth~ 5011 

anc! the Commissioner o f the General L3.-.d OF.:c:::, L.::s sc: m:~y r.:c<Jcle gas fo r gas lift pur,:<Jses on the fe:tScd ;>n::nises or fe r inj ec<Jon i.n:o 3Jl:-' oil or p s ;::roducJns 
fonnJtic n underlying the leased premises liter t.'"le liquid hydrcc:!Ibons contained in the g3.S bJve l:e::1 rt:novcd; no royll ti e:; sh:UI be p:1y;:blc on the :-:: yc!:d gJS 
until it is produc:d and sold or used by L=sse: in 3 m.1nner which entitles t.'"le roy:llty owne:-s to a royalrt under t.his lease. 

9. ROYALTY PA Y~!EYTS A. 'ill R.E?C:tTS. All royllties no t uke:t in kind sh:lll !::c ?:tid to the Corr.missionc: of L'le Gcnc::Li L.:l.nd Offic: :11 At:.Stin, 
Texas, in the fo llowing m<~."Uler: 

P1ymcnt ofroyllty or. produdcn of o il JJld gas shal l oe as provided in t.'lc: rules sc: fo r.h in ti:c T:~as Rqis::r. Rul es c\..-n: ::tly provice t.'l: t roya.l ty.on oil is c·;: 
a.,d must be r:c:ivod in the C-c:tcr:ll L;md OF.i~ o n or be for= :.he 5t..'"l dJ y of t.'le second ::ton t.'l suc:::: i:~g tl1c mo:~th Ci ?roCt..c:icn. :1.,d roy:ll =-t on g:.s IS d;..=. J,."l~ ·'- · 
must !:e rece ived in the Ge:~eraJ L:~nd OF.ic:.: on er t.c:·cr.: the I ~I..., day o f the sc:ond mont.'l suce.::: <Jin 5 the rr:onth of prcdu:::.~on, :u:comp30icd by the ;UT:Cl ' 1t ~: •·- • 
owner, :ll:lnJ!S:r o r othe r autho rh.:d J!S: nt. ccm;:>l : :c c! in the fcr.n and manne: presc ribed by the C·o c:-:U LJ.nd Ot1ic:.: and shewing th: ;:-oss :unount J.IJd disl'~510~n,~t 
all oil and gas produced and u'"lc m:ukct vlluc o i :te oil and ;ps. tcg: t.'ler w i;;, 3 copy o f al l docu:o:c::t.s, 1ccords o: ;c;:erts ccni:rr.1ing L'"l: gross produc:icn. d•s~os.t.~:t 



;u;d market value including gas meter readings. pipeline receipts. ps line receipts and other checks or memoranda of amount produ~ and put into pipelines, tanks 
or pools and gas lines or gas storage, and any other reportS or records whieh the General Land Office may require to verifY the groSl production, disposition and ' 

' marlcet value. In &II cases the authority of a managet" or qent to act for the Lcs.scc bcrc:in must be tiled in the General Land Office. E.adt royalty payment shall be 
A(;~mpanied by a check: stub, schedule, summary or other .remltt.mc:c advice sho:-vlng by the ISligncd GcocraJ Lmd Office lease number the amount of royalty bein 
p&~d <m eA(;h lease. lfl.cSlcc pays his royalty oa or before thiny (30) days after the royalty payJDa~l W1IS due, then Lc.ssc:e owes a penalty of S% on the royalty ·or g 
$2.5.00, whichever is grea:u. A royalty paymc::nt whleh is ovct" thirty (30) cays late shall acaue a penalty of toe~ of the royalty due or $25.00 whicllcver is &1l:alcr 
In addition to a penalty, roy alties shall accrue inten:st at a rate of 12% per year, sueh interest will begin ac:cruing when the royalty is sixty (60) days overdue.. • 
Affidavits and supporting documents whieh an: not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is 
effective on the dale whc::n~ affidavits or supponing dcxwnents were due. The Lessee shall bear all responsibility for paying or cawing royalties to be paid as 
prescribed by the due date provided ben: in. Paymcut of the delinquency penalty shall in no way opc:ratc to prohibit the State's right of forfeiture as provided by law 
nor act to postpone the date on whieh royalties wa-c oririnaJiy due. Tbe above penalty provisions shall oot apply in QSCS of title disp~ as to the State's ponion of 
the royalty or to that portion of the royalty in dispute as to fair marla:t value. 

10. (A) RESERVES, CONTRACTS AND OlliER RECORDS. Lessee shall annw.lly 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 ind shall furnish said Commissioner with CQpies of &II CQntncts under 
which gas is sold or processed and all subsequent qrcemerns and amendments to sueh cootrxts within thirty (30) days after entering into or making such contracts, 
agreements or amendments. Such contn.c:ts and agreements when received by the General Land Office shall be held in confidence by the GcncraJ Land Office unless 
otherwise authorized by Lessee.. All other contrac:ts and records pertaining to the productioa, transportation, sale and~~ of the oil and gas produced 00 said 
premises, including the books and accounts, f"C(Xipts and d.isclwges of all wells. tanJa. pools, IJI(;tr:rs, md pipelines shall at all times be subject to inspcctioa and 
examination by the Commissioner of the General Land Office, the Attorney GcacraJ, the Governor, or the representative ofany of them.. • 

(B) PERMITS, DRILLING RECORDS. Written notice of &II operations oo this lease shall be submitted to the C0111lllissionc:r of the Genet&! 
Land Office by Lessee or operator five (5) days before spud date, woricover, re-entry, tempo~ abandonment or plug and abandonment of any well or wells. Such 
written notice to the General Land Office shall include CQpies of Railroad Commission forms for applic:atlon to drill Copies of well tests., CQmpletion reports ·and 
plugging reports sh211 be supplied to the General Land Office at the time they arc tiled with the Texas Railroad Commission. All applications, pcnn.its, reports or 
othet" filings that reference this lease or any sp«ific: well oo the leased premises and that arc submitted to the Texas Railroad Commission or any other govcmrnental 
ageney shall include the word 'StaLe' in the title. Additionally, in accordance with lUilroad Commissioa rules, any signage on the leased premises for the purpose of 
identifying wells, tanlc ban.cries or other associated improvements to the land must also include the word 'Slate. • Lcssc:e shall supply the General Land Office with 
any records, memoranda, acGOunts, reports, cuttings and CQtes, or other information rel~ve to the operation of the above-described premises, which may be 
requested by the GeneraJ Land Office, In addition to those: herein expressly provided for. Lessee slu..ll h.ave an deetrical and/or rad"10activity survey made oa the 
bore-hole section, from the base of the surface casing to the total depth of well, of &II wells drilled oa the above described pn:misa and shall transmit a true copy of 
the log of e<J.Ch survey on each well to the General Land Office within flitccn (IS) days after the making of said SIUVey. 

(C) PENAL TIES. l..c:ssee shall incur a penalty whenever reports. documeats or other materials arc not filed in the General Land Office wqen 
due .• r;, penalty for late tiling shall be set by the Genua! Land Office administrative rule which is effective on the date when the materials were due in the Gc:h~ 
La.l!~ Otij&:. ·' 

•••• • • • :I I. DRY HOLE/CESSATION O F PRODUCTION DURING PRIMARY TER.\t U: during the primary term hereof and prior to discovery and production 
of oiT 2r gas on said land, Lessee should drill a dry hole or holes the.rcon, o r if during the prim.ary term hereof and after the discovery and actual production of oi~! 
gas from tbe leased premises such production thereof should cease from any c:ause, this lease shall not taminatc if on or before the expiration of sixty (60) days from 
da'- or ~o01pletion of said dry hole or c;es.sa.tion of production Lc.ssee CQmmcnces additional drilling or reworking opentions thereon. or pays or tenders the next 
annuSfcMay rental in the same manner as provided in this lease. u; dwing the last year of the primary tam or within sixty (60) days prior thereto, a dry hole be • 
co~"'~ 1nd abandoned, or the production of oil or gas should cease for any cause, ~·s rights shall remain in fuJI force and effect without further operations..: 
until the ex1liration of the primary term; and if Lessee has not reswncd production in paying quantities at the expiration of the primary term, Lessee may maintain this 
lease ~ conducting additional drilling or reworking operations pumJ.ant to Paragraph 13, using the expiration of the primary tcnn as the date of cessation of 
pro~'\~Pg~nder Paragr.lph 13. Should the tim well or any subsequent well drilled on the above described land be CQmpleted as a shut·in oil or gas well within the 
prim.-y ter1n hereof; l,.Qsce may resume payment of the annual rental in the same manner as provided bcrcin on or before the n:ntal paying date: following the 
expi~'io.n.~siltty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payme nt, this lc:!Se shall ipso facto 
term,aate. tfat the expiration of the primary term or any time thercaltcr a shut-in oil or gas well is located on the leased pn:mises, payments may be made in 
ac:a>rdance with the shut-in provisions hereof. 

12. DRlLUNG AND REWORKING AT EXPI:RATION OF PR1MAR.Y TERM It; at the expiration of the primary term, neither oil nor gas is being 
produced on said land, but Lessee Is then engaged in drilling or reworking oper.ulons thereon, this le3SC 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-worlcrnaolike manner without interruptions totaling more than sixty (60) days during 
any one such operation, a.nd if they =ult in the production of o il and/or gas, so long then: after as oil and/or gas is produced in paying quantities from said land. or 
payment of shut-in oil or gas well royalties or compensaLOry royalties is made as provided in this lease. 

13. CESSATION, DRlLLING, AND REWORKING. u; after the expir.uion of the primary term, production of oil or gas from the leased premises, after 
on ce: obtained, should cease from any cause. this lease shall not tr:nninatc if Lessee CQmmences additional drilling or reworking opcntions within sixty (60) days 
after such c:e.ssation, and this lease shall remain in full force and effect for so long as such operations CQat:inue in good faith and in worlcmanlike manner without 
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and 
e ffect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut·in oil or gas well royalties or payment of compensatory 
royalties is made as provided hc:rr:in or as provided by law. If the drilling or reworking operations result in the CQmpletion of a well as a dry hole, the lease will not 
tcrmina.te if the: lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease 
shal l remain in effect so long as Lessee continues drilling or reworlcing operations in good faith and in a work:manlilce manner without intem1ptions totaling more 
than sixty ( 60) days. Lessee shall give wriaen notice to tbe General Land Office within thirty (30) days of any cessation of production. 

14 . SHUT·IN ROYAL TIES. For purposes oftllis pangraph, 'Well· me311S any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. u: at any time after tbe expiration of tlle primary term of a lease tba.t, until being shut in, was being mainuined in 
forc.c and effect,~ well ca pable of producing oil or gas in paying quantities is loc:ucd on the le3SCd premises, but oil or gas is no t being produ~d for lack of suiuble 
production facilities or lade of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to do uble the annual rent.:l.l provided in tllc 
lease, but not less than Sl .200 a year for each well capable of producing oil or gas in paying quanti ties. lfP:nagtaph 3 of d tl3 lease Me 1101 Specify a del aJ Je.•tel 
-~~dill; \ha11 for tlle purposes of this paragraph, the delay rental amount shall be one doll ar (S 1.00) per acre. To be effective, each initial shut· in oil or gas royal ty 



must be paid on or before: (1) the expinlioo of the priDwy term. (2) 60 days alta the Lessee ceases to produce oil or gas from the leased premises. or (3) 60 days 
after Lessee completes a drilling or reworking opcntioo in accorcbnce with the lease provisions; whichever date is latest. Such payment shall be made one-half(l/l) 
to the Commissioner of the General Land Office and one-half(Ifl) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered 10 be 
• producing lease and the payment shall c:xtc11d the term ofthe lease for a period of one year from the end of the prinwy term. or from the first day of the month , 
following the month in which production ceased, and, alta that, if no suitable production facilities or suitable marlcet for the oil or gas exists, Lessee may extend the 
lease for four more succ=jve periods of one (I) year by paying the same amount each year on or before the expiration of each shut-in year. 

\ . 
I S. COMPENSATORY ROYALTIES. 11; during the period the lcase is kept in effect by payment of the shut-in oil or gas royalty, oil or gas Is sold and . 

delivered in paying quantities from a weD located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or ia any 
case in whicb drainage is occurring. the right to continue to maint&in the lease by ~g tbe shut-in oil ex gas royalty shall cease, but the lease shall remain effective. 
for the remainder of the year for which the ro~ty bas been paid. The~ may maintain the lease for four more suece:ssive yean by Lessee paying COillpcnsatory 
royalty at the royalty rate provided in the lease of the nwket value of production from the weU causing tbc drainage or which is completed in the same producing 
reservoir and w ithin one thousand (1 ,000) feet of the leased premises. The compensatOry royalty is to be paid monthly, ooe-half(l/l) to the Commissioner of the 
General wd Office and one-half (Ill) to the owner oftbe soil, beginning on or before the last day oftbe month following the month in which the oil or gas is 
produced from the wcll causing the drainage or that Is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased premises_ 
If the compensatory royalty paid in my 12-mooth period is in ;m amount less than tbe annu.a.l shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
diffcrcnce within thirty (30) days from the end of !be 12-mooth period. Compensatory royalty payments which are not timely paid will acc:n~e penalty and interest in 
accordance with Paragraph 9 oftbis lease. None of these provisions win relieve lessl:e oftbe obliptioo of reasonable development nor the obligation to drill offset 
wells as provided in Texas Natunl Reso= Code S2.113; however, at the determination oftbe Commissioner, and with the Commissioner's written approval, the 
payment of compensatory royalties ca11 satisfY tbe obliption to drill offset well1. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the cootr.uy, after a well producing or capable ofprodu<:lng oil or gas has 
been completed oo the leased premises. Lessee shall exercise the diligence of a reasonably prudent operatOr in drilling such additional well or wells as may be 
reasonably nCGeSSaty for the proper development of the leased premises and in marlr::eting the production thereon. 

(A) VERTICAL In the event this lease is in fore: and eff~ two (2) years after the cxrir:ltion date of the primary or extended term it shall ttJen terminate 
as to all of the leased premises. EXCEPT (I) 40 aaes SUITOunding each oil well e3pable of producing in paying quantities and 320 acres surrounding eaCh ps well 
capable of producing in paying quantities (including a shut-in oil or gas well as provided in P~h 14 hereof), or a well upon which Lessee is then engaged in 
continuous drilling or reworking operations, or (2) tbe number of aaes included in a producing pooled unit p~t to Texas Narural Resources Code S2.lS r'-
S2.1 SJ, or (3) such gre:u.c:r or lesser number of acn:s as may then be allocated for production purposes to a pror:uion unit for each such producing well under the rules 
and regulations of the Railroad Commission ofTc::us, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective 
date of the panial termination provisions hereof; the applicable field rules arc: changed or the :well or wells located thereon are reclassified so that less acreage is 
there:Uter aiJoc:ued to said well or wells for production purposes. this lease shall thereupon terminate as to all acreage not thereafter al loca1ed to said well or wells for 
~ro.du~lf~pllfl>OSC3.. Notwithstanding lbe termination of this lease as to a portion of the lands covered hereby, Lessee shall neverlbele.ss continue to have the: right of 
mgr-ss., and egress from the lands stiH subject to this lease for all purposes described in Par.lgf3ph I hereof; together with easements and rights-of-W3y for existing 
roada,..caciliting pipelines and other existing facili ties on, over and a.cross ill I the I:1Dds described in Paragraph I hereof ("the ret:linc:d lands"), for access to and from the 
re~e~la:ds and for the gathering or tr.lruportation of oil, gas and other minerals produc~ d from the ret:lined lands. "·~ 1 

~ . 
• • • • (B) HORIZONTAL. In the event this lease is in force and effec:t two (2) ye:JrS aitc:T the expir.u.ion date of the primary or e:xu:nded tcnn it shall further 

terrftilli'Wi! to all depths below 100 feet below the total depth drilled (hereinafter "deeper dqlths") in ea.ch well located on acreage retained in P3r.!graph 16 (A) 
above, unliSS on or before: two (2) years after the prinwy or extended term Lessee pays an amount eqU31 to one·balf (112) o f the bonus originally paid as ·' 
corui~.n~ for this lease (as specified oa page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said 1 

termin;~tion shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths 
covereJ by this lease . 

• •••••• 
• (t) IDENTIFICATION AND FIUNG. The surface acreage retained hereunder as to c=:h well shall, as ne:lfly as practical, be in the form of a square: with 

the 'VJI.Ip~ed 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 
terrnirlllion 8f this lease as provided hc:rc:in, ~e shall execute and record a release o r releases containing a satisfactory legal description of the acreage and/or 
depths not retained hereunder. The recorded release, or a cenilied copy of same:. shall be fi led in the General Land Office, a.ccompan.ic:d by the filing fcc prescribed 
by the General Land Office rules in effect on the c!ate the release is filed. lf Lc:= fails or refuses to execute and record such release or releases within ninety (90) 
days after being requested to do so by the General Land Office, then the Conunissioner at his sole d isc::"Ction may designate by writt.en instrument the =ge and/or 
depths to be released hereunder and record such iostrUttlent at L.c='s c:xpense in the county or counties where the lease is loC3Lcd and in the official records of the 
General Land Office and such designation shall be binding upon Lessee for all pllfl>Oses. 

17. OFFSET WELLS. Neither the bonus. delay re ntals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect 
the oil and gas under the above-<lescn"bed land from being drained. Lessee, sublessee. receiver or o ther agent in control of lbe leased premises shall drill as many 
wells as the facts may justifY and shall usc appropriate me:uu and drill to a depth o=sary to prevent undue drainage of oil and gas from the lczed premises. In 
addition, if oil and/or &:U should be produced in commercial quantities within 1,000 feet of the leased premises. or in any case where the leased premises is being 
drained by production of oil or gas, the Lessee, sublessee, recdver or other agent in control of the leased premises shall in good faith begin the drilling ofa 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 fc:ct of the leased premises start producing 
in commercial quantities and shall prosecute such drilling wilb diligence. Failure to satisfy the s tarutory offset obligation may subject this lease and the owner of the 
soil's agency rights to fo rfeiture. Only upon the determination of the Commissioner o f the General Land Office and with his wriaen approval may the payment of 
com pensatory royalty under applicable surutory para.metcTS satis fy the obligation to drill an offset well or we lls required under this paragraph. 

18. FO RCE rvwEURE. If, after a good faith effort, Lessee is prevented from comp lying with any express or imp lied covenant of this lease, from 
conducting drill ing ope rations on the leased premises, or from producing oil o r gas from the leased premises by reason of war, rebell ion, riots, strilc:es, acts of God. or 
any v31id order. rule or regulation o f government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lesse: 
shal l not be liable for damages fo r failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such CJUle, 
from conducting drilling and reworking operations or from produc ing oil or g;u from the leJ.Sed premises. However, nothing in this paragrJ.ph shall suspc~d the: . 
payment of delay rentals in order to maintain this leJ.Se in effect during the primary term in the absence of such drilling or reworking operations o r producuoo of ool 
or g:u. 

·. 
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees ID defend title ID !he leased premises. If !he ownc:r of the soil defaults in 
payments owed on the leased premise.s, then Lessee may redeem the rights of !he owner of the soil in the lcascd premisel by paying any mortgage, taxu or oth r 
on the leased premise.s. If Lessee nukes payments oo behalf o f the ownc:r of the soil under this paragraph, l..css« ~NY recover the cost of these payments from ~eru 
rental and royalties due the owner of the soiL 

20. (A) PROPORTIONATI REDUCTION CLAUSE. If the owner of the soU owns less thm the en.tire undivided mrhce estate ill the above 
described land, whether or not Lessee's interest is specified herein. then the royalties and renw ben: in provided to be paid to the ownc:r of the soU shall be paid to hUn 
in the proportion which bis iniUc.st beats to !he entire undivided surface esw.e and the royalties and rental here ill provided to be paid ID the Commissioner of the 
General Land Office of lAc State o!Tcxas shall be likewise proportionately reduced. However. before Lessee adjwts the royalty or rental due to the ColtlltiWioner f 
the General Land Offi~ Les:see or his authorized represc:ot.Wve must submit to the Comrnisslooa of the General Land Office a written statement which explains~ 
discrepancy between the inteTc:St pwpon.cdly l~d under this lease and the actual intuc:st owned by the owner of the soil. The Commislioner of the GcncraJ Land 
Office shall be paid the value of the whole production allocable to my undivided interest not covCTCd by a lease. less the proportionau: develo pmcn1 and production 
cost allocable ID such undivided interest. However. in no event shall !he Commissioner oftbc Genc:ral Land Office reo:ive as a royalty on the gross production 
allocable ID the undivided interest notlesscd an amount Jess than the value ofone-sixtr:cnlh (J./16) of such gross.productioo. 

{B) REDUCTION OF PAYMENTS. I~ during tbe primary term, a portion of the land covered by this lease is included with ill the boundaries 
of a pooled unit that has been approved by !he School Land Board and the owner of the soil in ac:cordancc wilh NaD.Inl Resources Code Sections S2..1S1·S2.1S4 or 
iL at my time after the expiration of the prinwy term or the ~nded term. this lease coven a Jesser number of acres thm the total amount described herein. ' 
payments that are made on a per acre basis hereunder shall be reduced acGOrding to the number ofa.c:res pooled, released. surrendered, or otherwise severed, so dw 
payments determined oo a pc:r acn: basis under the lams of this lease during !he primary tenD s!Wl be calculated based upco the number of aaes outside the 
boundariu ofa pooled unit. or, if aft.ct the expiration of the priroary term. the number of aaes a.c:rual.ly retained and covered by this lease. · 

21 . USE OF WATER. Le.ssee shall have the right to use water produced on said land necessary for operations unda this lease except wa.tcr from wells or 
tanks of the owner of the soil; provided, however, Lessee shall not use potable watu or water sui table for Jivcstoclc: or irrigation purposes for watcrflood operations 
without the prior consent of the owner of the soil. 

22. AtJTHORlZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its oper.uions to all personal property, improvement3. 
livestock and crops on said land. 

2J. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bwy its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said pr=iscs without the 
written consent of the owner of !he soil. 

.) J' 

• • • 25. POLLUTION. In developing this area. Lessee shall use the highest degree of c:ue and all proper safeguards to prevent pollution. Without liaU'ting the 
fo~,a~a:pollution of coastal wetlands. rururaJ waterways. rivers and impounded water shall be prevented by the use o f containment fac~lit:ies sufficient ID prevent 
spil lj;.Jeepage or ground wav:r conram.ination. In the event of pollution. Lessee shall use all means at its disposal to recapture all uc:apcd hydroQ.rbons or other 
po iC'l'll't 4ld shall be respo nsible for all damage to public and priv:11e properties. Lessee shall build and znaintain fences around its slush. sump, and dninagopit:s · 
and ~k baaeriu so as to protect livcstoclc: against Joss, damage or injwy; and upon comple tioo or abandonment of my well or wells, Les.scc shall fill md level all 
slush ~i!S and cellars and completely clC31l up the drilling site of all rubbish thereon. Lessee shall. while conducting operations oo the IC3Sed premises, keep said 
pr.:.1~scs ~e of all rubbish, cans. boalu, paper cups or garbage, and upon completion of operations shall restore the sw1'ace of the land to as near its original "l.i 
condTtfo•n•and contDurs as is pra.c:tic:able. Tanks and equipment will be kept painted and presentable. . 1 

••••• : ft1 
• 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragr.~ph. Less« shall have the right to remove machinery and fiXtUreS pl:~ced by 

Lcss~n the leased premises, including the right to draw and remove casing, within one hundred ~ty (1 20) days after the expiration or th.e termination of this 
leasri'PIR~the owner of the soil gnnts Lessee an extension of this 120-<lay period. However, Lcs.sce may not remove casing from any well c:~pable of producing oil 
and gtS in s'aying qu:mtities. Additionally, Lessee may not draw and remove casing until aftu thitty (30) days wriatn noti~ ·ID the Commissioner of the General 
Lan~ ~~~and ID the owner of the soil. The owner o f the soil shall become the owner of any rnachinery,lixtures, o r casing which are not timely removed by Lessee 
unde~e tefms of this paragraph. 

27. (A) ASSlGNMerrS. Under the conditions conuined in this paragr.tph and Paragraph 29 of this 1=. the rightS and estat.es of either pany to this 
lease may be assigned, in whole or in p31t, iUid the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal repn:.sent.Wves. successors 
Ollld assigns. However, a chOlllge or division in ownership o f the land, rent.3JJ, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges 
and esutes of Lessee, impair the e ffectiveness of any payment made by Lessee or impair the effectivene.ss of any act perforrned by Lessee. And no change or 
division in ownership of the land, rentals, or royalties shall b ind Lessee for :my purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
represenwivu or assigns) furnishes the Lessee with satisfactory written eviden~ of the chOlllge io ownership, including the original recorded muniments of title (or a 
cenified copy of such original) wh·en the ownership changed because of a conveyance. A total or partial assignment o f this lease shail, to the extent of the in west 
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned ill its entirety as to only part of the acretge, the right and 
o ption to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of 
the rental shall not alfect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee docs not file a 
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for fa ilure to pay the entire rcnt:ll due 
under Paragraph 3 . Every assignee shall succeed to all rights and be subject to all obligations. liabilities, and penalties owed to the Sw.e by the originalle.ssee or any 
prior assignee of the leJ.Se, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in P:uagraph 27(a), if the owner of the soil acquires this le:tse in whole or in p1111 by 
assignment without the prior written approval o f the Commissioner of the General l.and Office. this lease is void as o f the time of assignment and the agency power 
of the owner may be forfeited by the Commissioner. An assignment will be treated a.s ifit were made ID the owner of the soil if the assignee is: 

(I) a nominee of the owner of the soil; 
(2) a COfllOration or subsidiary in which the owner o f the soil is a principal stockholder or is an employee of such a cnrpor.uion or subsidiary; 
(3) a pannership in which the owner o f the soil is a partner or is an employee of such a :>artnership; 
(4) a principal stockholder or employee of the COfllOration which is the owner of the soil; 
(5) a partner or employee: in a pannership which is the owner of the soil; True and Correct 

copy of 
Original filed in 
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' 
(6) a fiduciary for the owner of the soil; includin& but not limited t.o a guardian, trusta; executor, admi.oi.stnzor, receiver, or conservator for the 
owner of the soil; or 
(7) a fa.mily member of the owner of the soil or related to the owner of the soil by maniag~ blood. or adoption. 

23. RELEASES. Unaer the conditions contained in this paragrapli :rod Pangrzph ~. I..csSec ~ at any time execute :rod deliver to the owner of the soil 
and place of record a release or releases covering any portion or portions of the leased premises. and lhacby sWTeDder this lease as t.o such portion or portions, and be 
relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrcndc:rcd. the delay rent.ll due under this lease shall be reduced 
by the proportion that ~d=d aacage bears t.o the acreage which -.ns ccvercd by this lezse immediately prior to such surrender; however, such release will 
not relieve Lessee of any liabilities which may have accrued under this lease prior to tbe surrender of such acreage. 

29. FlUNG OF ASSIGNMENTS AND RELEASES. If aiJ or any part of this lease is a:ssipxd or released. such assipuncnt or release must be recorded in 
the county where the land is situaied. and the =rdcd irutrumcnt. or a copy of the recorded instrument eenilied by the County Oc:rlc of the county in which the 
instrument is recorded. must be filed. in the General Land Office within 90 days of the last e:xeasdon d.m: accompanied by the presaibed filin& fee.. If any such 
assignment is not so filed. the righl3 acquired under this lease shall be subject to forfeit= at the option of the Commissioner of the General Land Office.. 

30. DISCLOSURE CI..AUSE. All provisions pertaining to the lease of the above~Dcd land have been included in this instrument. including the 
stalanent of the tnle consideration to be paid for the c:x.ec:ut.ioo of this lease md the ripll and duties of the parties. Any collatc:ral ~enl3 concerning the 
development of oil and gas from the leased premises which are not contained in this lease render this lease invalid. 

31. FIDUCIARY DtrrY. The owner of the soil owes the Stale a fiduciary duty aod must fully disclose any facts affecting the s~·s interest in the leased 
prcmi.scs. When the interests ofthe owner of the soil conffir:t with tho~ oftbe State, the owner of the soil is obligated ID put the StaU's inteTcStS before his personal 
interests. 

32. FORFEITURE.. lfLc:ssce shall fail or refuse to make the payment of any sum within thitty days after it becomes due, or if Lessee or an authorized 
agent should Jcnowingly make any false return or false report concerning production or drilling. or if Lessee shall fall 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 tile reports in the manner 
required by Jaw or fail to comply with rules and regulations promulga!ed by the General Land Office, the School Land Board. or the !Uilroad Commission, or if 
Lessee should refuse the proper authority access to the =rds pertaining to operations, or if Lessee or an authorized agent should lcnowingly fail or refu.s'e to give 
COrTCct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any welt, or if Lessee shall lcnowingly 
violate any of the material provisions o f this lease, or if this le3Se is assigned and the assignment is not tiled in the Gcnc:r3l Land Office as required by law, the rights 
acquired under this lease shall be subject to forfeiture by the Commissioner, and be shall forfeit same wbcn sufficiently informed of the facu which authorize a 
forfeiture, and when forfeited the area shall again be subject to leJ.Se under the tc:rms of the Relinquishment Act. However, nothing herein shall be construed as 
waiving the automatic termination of this leJ.SC by operation oflaw or by reason of any speciallimiu.tion arising hereunder. Forfeitures may be set aside and this 
le:~Se and all rights thereunder reinsw.c:d before the righll of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future 
COIJ!tlij~ with the provisions of the law and of this lc:3Se and the rules and regulations that may be adopted relative hereto . 

• •• 
• •• • } 3. LIEN. In accordance with Texas Na11.U'al Resources Code 52.136, the State shall have a tim lien upon all oil and gas produced from the area covered 

by ttv.rcue to secure payment of all unpaid royalty and other sums of money !hat may become due under this lease:. By =puncc of this lc:J.S~ Lessee grants the 
State, in addition to the lien provided by Texas Narural Resources Code 52.1.36 and any other applicable surutory lic:n, an cxp= cont:r11Ct\lallien on and security 
inter~ Aalllcasc:d mine.rals in and extracted from the leased prcm~. all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
proec;u!i art: held by Lessee or by a third party, and all fiXnlrCS on and improvements to the leased premises used in connection with the: production or processing of 
such lc:lSc:d,minerals in order to sc:cun: the payment of all royalties or other amounl3 due or tdbecome due under this lease and to secure payment of any damages or 
lo~~or may suffer by reason ofl.essc:e's b=h of any coven.lllt or condition of this le:ue, whether express or implied. This lien and ~curity inta"CSS may be 
forcclo~ed with or without court proceedings in the m3Jlller providc:G in the Title 1, Chapter 9 of the Texas Business and Corrunercc Code. Lessee agrees that the 
Commissio~er may require Lessee to execute and record such instrUments as may be reasonably necessary to aclcnowledg~ anacb or perfect this lien. Lessee hereby 
repnxttll~at there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from U:sscc's acquisition of 
this le•ase.. Should the Commiss ioner 31 a.ny time determine that this representation is not tru~ then the Commissioner may declare this I= forfeited as provided 
h~ ••• : 

• • 
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 

o r mineral interest ·ror ihe exploration, development and production of oil or gas or either of them upon the same temu as shall be approv.ed by the School Land 
Board and the Commissioner of the: General Land Office for the: pooling or unitizing of the intet'c:St of the State under this lc:J.Se pursuant io Texas Na.wnl Resources 
Code 52..151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements s~d in Texas Nat:ur.ll 
Resources Code 52 .. 152. 

35. INDEMNITY. l..css~ hereby releases and discharges the: Su.te of Tens aEd the: owner of the soil. their office.rs, employees, partn~. agents. 
contractors, subcontractors, guests, invitees, and their respective succcssol'3 and assigns.. of :111d from all and any actions and =c:s of action of every nature. or other 
harm, including environmental harm, for which recovery of damages is sought, including. but not limited to, all losses and expenses which arc c:ausc:d by the 
activities of Lessee, its officcl'3, employees, a.nd agents arising out ot; incidental to, or resulting from, the operations of or for Lessee on the leased premises 
hereunder, or that may arise out o f or be occasioned by Lessee's bre3cb of any of the terms or provisions of this Agreement, or by 3lly other negligent o r strictly liable 
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, c:xonerau:, indemnify, defend and hold harmless the StaU of Texas and the owner of the soil., 
their effie=. employees and agents, tbc:ir succcssol'3 or assigns, against any and all claims, liabilities, losses, damages, actions, pc:nonal injury (including de:uh), 
cosu and expenses. o r other harm fo r which recovery of damages is sought, under any theory including tort, contr.let. or strict liability, including anomeys' fees and 
other legal expenses, including those: related to environment.ll haz.:11ds, on the leased premises or in any w;ry related to Lessee's failure to comply with uay and all 
environmental laws; those arising from o r in any way rela!: d to Lessee 's operations or any other of Lessee's activities on the: leJ.Sed premises; those arising from 
Lessee's usc o f the surface of the: le ased premises; and those thai may arise: out of or be: ocCJ.Sioned by Lessee's bre3cb of any of the temu or provisions of this 
Agreement or any other act or omisSion of Lessee. its directol'3. officel'3. employees, parmers. agents. contractors. subcontractol'3, guests, invite:s, and their respective 
suc~ssors and assigns. Each assignee of this Agre:ment. o r an interest therein. agrees to be liable: for, cxoncr.ue, indemni fy, dc:fc:nd and bold h311TIIess the State of 
Texas :llld the owner of the: soil. their offi~l'3. c:mployc:es. and agents in the: same manner provided above: in coMc:ction with the: activities of Lessee, its officers. 
employees, and agents as described above:. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 11iE 0\"DE~INITY OBUGATIOl'IS 
A!'iD\OR LIABILITIES ASSUM ED l/7'iDER THE TER.'rtS O F TillS AGREEME:"'T SHALL BE WITHOUT LIMITS A.~"D WITHOUT REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCUJDING PRE-EXISTING CONDmONS), STRJCf LlA.BILITY, OR THE NEGLIGENCE OF A.o..;Y ?ARTY 
OR PARTIES (INCLUDING THE NEG LIGE:'iCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, J OlJ'IT, 
CONCURRENT, ACTIVE, OR PASSIVE. 



36. ENVIRONMENTAL HAZARDS. L:ssce shall usc: the highest de!Pl=e of can: and all reasonable safe~UMds to prevent c:.onwnwuon or pollution of · 
:u'Y environmental medium, including soil. surface W3LC:ll, voundwa!u, sediments, and surface or subsurface .straU. ambient air or any other c:uvironmcn13111'1l:diwn • 
m. on, or under, the leased premises, by any waste, polluunr. or contaminant. Lusee shall not bring or permit to remain on the le~d prcmlse:s any asbestos 
containing mau:rlaJ.s. explosives. toxic mau:rials, or substances re&Watcd as husrdous wastes. hazardous materials. hazatdous substances (as the tum ·H.autdous 
Substance .. is defined in the Compri:hcnsive E.aviroamcntal Rc.sponsc, Compcnn.tion and Liability Act (CERCI..A). 42 U.S. C. Sections 9601, ct seq.). or toxic 
substancCl under any federal. state. or lOQI law or rcgu.latloo ("Hazardous MatcrW.s"), except ordioazy pt"Oducts commooly uset1 in c:.onncc:tlon with on and IllS 
exploration and development operations and swred in the usual aunncr and quantities. LESSEE'S VlOLATION OF THE FOREGOING PROHIBmON 
SHALL CON~ MA TE.R.1AL BREACH AND DEFAULT m:REUNDER M"D LESSEE SHALL INDE.~IFY, HOLD HAR.'tfLESS AND 
DEFEND Tin: sr ATE OF TE."'CAS A.'ID THE OWNER OF 1liE SOU. FROM AND AGAINsr ANY c:I.ADIS. DAMAGES. JUDGMENTs. PENALTIES. 
LUBILITIES.AND cosrs (INCLUDING R.E.ASONABLEATTOR.''~EYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VlOLA TION OF THE FOREGOING PROHlBmON OR (D) 1liE PRESENc:e:, RELEASE. OR DISPOSAL OF A.'N HAZARDOUS MA TDUALS ON 
UNDER. OR ABOUT THE LEASED PRL'tll.SES DURING L.ESSEE'S OCCUPA."iCY OR CONTROL OF THE LEASED PREMISES. LESSEE SlLU.L' 
CLEAN UP, REMOVE, RL"ttEDY AJio"D REPAIR A.'N SOIL OR GROUNDWATER CONTA.'tiiNATION A."in DA.'tfAGE CAUSED BY THE 
PRES&"iCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER. OR ABOUT THE LEASED PRE.\DSES DURING LESsEE'S 
OCCUPANCY OF THE LEASED PRDfiSES IN CONFORMANCE WITH TilE R.EQUIRE.\1ENTS OF APPUCABLE U W. TillS 
INDE.MNIFICA TION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, UABn.ITY FOR RESPONSE ACTIONS UNDERTAI<E."f 
PURSUANT TO CLRCLA OR ANY OTHER ENVIRONMENTAL U W OR REGULATION. LESSEE SHALL IM\fEDUT.ELY GIVE TilE STATE OF 
TE..''CAS AND TilE OWNER OF THE son. WR.I'ITEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. uPON 
LEAR."iiNG OF THE PRESENCE OF ANY HAZARDOUS MATERLU.S, OR UPON RECElVING A NOTICE FROM A.'N GO'VERNML"-.4AL · 
AGENCY PERTAINING TO HAZARDOUS MA TElUALS WHlCH MAY AFFECT THE LEASED PREMISES. 1liE OBUGA TIONS OF LESSEE 
HEREUNDER SHALL st."RYIVE THE EXPIRATION OR EARLIER TER.\IINA TION, FOR ANY REASON, OF THIS AGR.EL"ttENN". 

37. APPUCABLE LAW. This lease is issued und~:r the provisiOtU ofTcxas Natural R.c.sowt:e.s Code 52.171 throuih 52.190, commooly known as the 
Relinquishment Act, and other applicable starutcs and amctldmrots thereto, and if any provision in this I= doc.s not conform to these swutc:s. the swutcs will 
prevail over 111rJ nonconforming lease provisiolU. 

38. EXEctrnON. This oil and gas lease must be signed and aclcnowledged by the Lessee before it is filed of record in the county ~ords and il1 the 
General Ulld Office of the State ofTexas... Ooc.c the filing requirements found in P:u-agraph 39 of !his lease have bcco satisfied, the effective date oftljis lease shall 
be the dare found on Page I. · ' 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code:., this IC3Se must be filed of record in the office of the County 
Oerlc in any county in which 311 or any patt of the lc:lSd premises is f()C;ltcd, and certified copies thereof must be filed in the Gcncal Land Office. This !c:JSc is not 
effective until a ~rtified c:.opy of this lease (which is made and certified by the Councy Clenc from his records) is filed in the Gc:u:ral Land Office in accordance with 
Tcx3.5 Narural Resources Code S2.1&3. Additionally, this lc3.Se shall not be binding upon the State unless it recites the actual and D"Ue c:.onsidcr:~tion paid or fromised 
fo~H.I~oo of this IC3Se. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office. . ~ 

••• 
* •••• • • • •• • 

• 
• •• • • • •••• C Jay ,John son 

.-• •••••• • • TITLE:·------~----~~r------------
DATE:._...£-1---=c:ti:::....._-.J..J&:.7Y __ _ • 

• •••••• • • 

STATE OF TEXAS 

BY:-:-:---:-:-----,-------------------------­
lndividually and as agent for the State ofTc:us 

D~e=·-----------------------------------

STATE OF TEXAS 

STATE OF TEXAS 

BY:.~~--,-~----~~~--~~-------­
Indiv idua!Jy and as agent for the Sta.te o(Tcxu 

Dau: ________________________________ ___ 

True and eorrest 
copy of 

Original filed in 
Reeves County 
Clerks Office 

· . 



.. .. " • 

STATE OF ___________________ ___ 
(CORPORATION ACXNOWLEIXiMEN1) 

COUNTY OF ___________________ __ 

BEFORE ME, th~ undcl'ligned authority, on this day personally 3ppeared. _____________________________ _ 

known to m~ to be the ~n whose l1aQ1C is subscn"bcd to the fo~soing insuumcDt, as. ____________________ .....;or 

-;:---:;------:---:-:--""7""~-~---~-:----:---""7""~:---:----:-~""7""-:--:-:--ind acbowledg~d to me that be c:xec:uted the same ·' 
for th~ purposes and eon.sidcration thc:n:in exp=d, in the capa.city stated. md as the act md deed of said axporatioa.. . 

Given under my hand and se3l of effie:: this the;..._ ___ day of __________ __,· 19 ___ • 

Notary Pabllc in and for __________ _ 

STATE OF __________________ ___ 
(CORPORATION ACKNOWLEDGMENt) 

COUNTY OF __________________ __ 

BEFORE ME. lh~ undcrsiped authority, on this day penollally appeared. _______________________ _ 

lclown to me to be !he person whose IWnC is subscn"bcd to the fo~soing ia.strument, as. ___________________ _..;of 

~-:------:---,.,:---:-:----:-----..,....,..--,----:---""7""~:---:-----:--:---:--:--:-:--'aod a.cl:Dowl~dged to me that he c:xccutcd the same 
for the purpose and consideration !herein c:xp=d, in the capacity stw:d, and as tbc aa and decl of said eorpor:ltion. 

••• • • • ••• 
ST ~~tlf TEXAS 

• • • ....,-,-n , "11 
COWTY OF ~j (Vkn..Sf'b.. 

•••• 
• ••• • ~efore me. the undersigned :~uthority. pn this day personally appe~d 
L . c .• General Partner of Hlll Investments, L 

~p btt vVe:.~ . 19£1(b 

Notary Public in and for _________ _ 

(INDIVlDUAL AC'KNOWLEDGMBIT) . ·-
Alan M. Hill , President of Casody Enterprises , 

kn~~e to b~ the persons whose names are subscribed to the fo~going instrument, and a.J:lcnowledged to me th.a! they c:xec-uted th~ =~ for the purposes and 
considiration th~rein c:xpn::s.sed. 

•: • • •tiven under my hand and sc:LI of office this the _ __;;l.::__...:~::.,_ _ __ day of __ ~---t;;;__;...__~..=....;..._ ______ _.J. 19 q Y 
• •••••• • • 

CONNIE MONTGOMERY 
~ COM'.11SSION EXPIRES 

February 12, 2000 

lcnown to me to be the: ;:ersons whose name are subscribed to the: fo~going iastntment., and a.J:lc::lowlc:dged to me that they executed the same for the purposes and 
consideration therein expre.ssed. 

Given under my hand md se:!.l ofoff!ce this the ___ 2 __ <6 ___ day of 

4j.v~ MONICA MARLOWE 
(.;(~''!~\ NOTARY PUBLIC 
~~'::5J~,} State of Texas 
~-& Cornm. Exp. 10-30-99 
~~~~~~~~~~.v~· 

7Yl~l9___;_Dt'2_ 
Nowy Public in and for _ __ -a_~_--.:.~-----

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 
dated August 19, 1998 by and between Hill Investments, Ltd., 

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

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

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

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

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

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

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

• •. ·~ leased premises . 
• •• 
~ ·:~~twithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not 
•: p~llute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil 
••• ij:l writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated. 

• • •••• 
8. T ~see further agrees to maintain all drill sites and other portions o·f the surface used o r occupied by Lessee, its successors or ......... ~-

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

• •••••• 
9.• Ugon written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits 
•:·~ 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 s lush pits and cellars and completely clean up the drill site of all rubbish thereon. 

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

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

True and e orF96t 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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Gcoenl Land Office 
Rcliaqui3hmnt Act Lc:l3c Form 
RtYiscd, Scplcmbcr 1.797 

\ ~ on. AND G~\S LEASE · 

niiSAGREP..!ENT ~~;go~ cn~d iciP.thU 19 da;tof August 19~bctw, .. 5!'I;theSutc qfT~ ~g.bY 3lldlhroug!l iu 
agent. Dorothy Jean fti.fi-; Indl VJ.duarry-crna as 'l'rustee u1: ~ue Tnomas H1ll PUtt TrUst 

and as Trustee of the Nancy PUff Jones Trust 
1320 Take Street Fort Worth, T exas 76~1~0~2~~--------------------------------~--d-~--:n_r __ 

(Give: Pc:nn.:u1c:nl Add:=) . 
here: in rtferred to a.s the: owner of the: soil (wbcthc: one: or mort), aod._~C~l~a~yJ-...J'~o~.I .... o._.b....._.n..,s~o ... n....__--:---::-=---::---------

2 0 3 w Wa 1 1 . s n i t e 8 a a of 
M1d l and , Texas 79701 

(Give: Pc:rmancnl Addrc.s) 
here: inaft.er cal I c:d Lessee. 

L GRANTING CLAUSE. For znd in a:ruidc:ration of the amounts st:Ul:d below aod of the covenants md a.g:-eemcnu to be paid. k.."'?t and !=formed by 
L=~ under this lc::lSC, the: Sutc ofTc:us acting by :md through the owner of the: soil hcn:by grmts. lc:= 3nd lets lmlD L=e, fot the: sole: and only pu:zrpc= of 
prospecting and drilling fo r and producing oil :m4 gas. laying pipe: linc:3.. buil<!ing tanks, stt:ring oilmd building power staticns, telepbooc lines and o!hcr s;rutru= 
thCTCon, to produc::, save:, tak: =of, tr=1 and tnnsport sa.id products of the lc:ne, !he: fo llowing lmd3 siw:w:d in Reeves County, Sl.llc 
ofT c:x.as, to. wit: 

• •• • • • 

The South 360 acres of Section 34, Block 55, Township 5, 
T&P Ry. Co. Survey • 

contafn~:~l,___.,;3~6'-0!>L-___ aaes, mor: or less. The: bonus considc r.u.ion pa.id for this I= is as follows: 
•••• • • • •• • Tothc:Suc ofT~: Two Thousand Sixty-two and 50/100- ----------------------------

• Dcll:u-s (S_~2.._.,_,.0""6""'2..._. ""'5..._0 ____ ---..J) 
•••• • • •••• T o the owner of :he scil:: _ _,Tw~o~.,:.Th~o~u~s~a~nc!!d:!-S~i£J.x~t:.ly:..:-:...!t~w~o:!...._a~n~d~5~0~/....:l~O~O~---------------------_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_ _ 

Dollar:> (S. __ ...::2:.L,..:::0~6~2...:.. ~5.:::<0 ____ } • •••••• • • 
• Tot.ll bonus coruidc::uioo:._,.:F:...;o;:.;u~r;..-,Th;,;.;.o=.u=s=a:..:n-7=d--=O..::.;n:..:e:.._:.H::...:.un:::.:.:d:.;:r::...:.e=-d=--Tw.:...._e_n_t:_y_-_f_i_ve __ a_n_d_N_0....:./_1_0_0_-_-_-_-_-_-_-_-_-_-_-_-_ 

Dcli3I'S (5. ___ 4,_,,'-"1,..,2=5'-'-. _,.0""0 ___ _ • •••••• 
The ~ul bofus consideration paid rtpr=ts a bonus of, _ ___:F:....=i:..::f=-t~y-=-a-=-=-n.:._d_...:.N_o..:....:../_1~0....:0::...:.-_-_-_-_-_-.,..,-.,-,-r=------------_-_-_-_-_-_-_-_-_ 

...... Doll:u-s (S 50, 00 ) per=· oo 82 . 5 net a.c:r:s. 

2. TEit.\1. Subject to t!Jc: other provisions in this feJSe, this leJSe sh:LII be fe r :1 ~=of Five ( 5) years from this du: 
(h er::in called 'pr'.mary t:..-m) and J.S loog thc~:litc:r as cil and gJS, or either of lhc::n. is ;:roducu! :n ?aying qu:;m it:ic::s from sa.id la.":d.. 
As used in this lease, the: term ' produc:d in paying quanticcs' mc:ms that the rcce!pts from 1.be sale: or other au!hcriz.:d a:mmerc:al usc: of the sub.st.:lllce(s) c.?vc:d 
c:xcced out of pod;et o.pa:uiorul cxpeo.se:s fer the: six months lm past. 

3. . Delay Rentals If oil or gJS m paying quantat1es is not be mg. produced from !he: prc::o1ses on the first anm' ers:~ry date of th1s Lease and !here :trc !hen no drilling 
operau?ns be mg. conduc!ed on the prcm1ses, then tillS lease shall~c:nmnatc unless, on or before such anmvcrsary date. Lessee shall pay, y, direct!} to the o"na of the soil 
and a hkc amount paid or tendered to the CO:-- t:--.IISSIO:-JER OF THE GENERAL LA:-.:D OFFICE OF THE ST A 1 E OF TEXAS. AT AUSTJ:--:, TEXAS. a del a~ re:Jtal 111 
the amoum specified in the folio" mg schedule muluplled b~ the number of acres then co' cred b) !his lease, which pa~ mcnt. \\hen timdy made shall conunuc thiS leas~ for 
a period of on.: (I) addirional }ear. In like manner and upon pa}mcnt of the amounls s~t out 111 the follo"in2 schedule!. !his lease ma' be funhcr contmue for succc:ssi'e one· 
year periods during the prim30 1t:m1 of th1s lease prov1Jed th~! pa~ment is made on or before th.: ar.nhers.;., date · 

AnniH:rs~n Dare DeJa, Rcmal pc:r Acre 
First S I 00 
Secor.d S 1.00 
Third 516.67 
Founh S 16 67 

True and 6eFFeet 
copy of 

Original filed in 
Reeves County 

Clerks Office 



. . . 

. 4 .. . PRODUcnON ROYALTIES. Upon production o f oil and/or g:u, Lesse: agn::s to pay or cause to be p.Ud on'!-half(l/2) of the roy~ry 
provtded for t.n thts lease to the Commls.sioner of the Gener:U Land Offi~ of the Slate o f Texas, 31 Austin, Texas, 31ld one-half ( l/2) of such royalty to the 

0 th e so il: wner o f 

(A~ OU.. R.oy:llry pay:lble on oil, whic.'l is dcfir.cd J.S including all hyc!roc:~rbons produ~d in a liquid for:n at the mouth o f the weU and also as al l 
condensate, dtStill:u.e, and other liquid bydroe3Ibons ~covc:~d from oil or gJ.S run through a sep=or or other equiprne:Jt, as hc.-eina.lt:r provided, sr.;UJ be 

3i,16 \ part o f the gross production o r the marl:et value t.':c:..-eof, at the option of the owner of the soil or t.':e Commissioner of the 
General L31ld 0 ~. sucil value to be d=ined by I) the hlgbc::s1 posted price. p lus premium, ifa.oy , offered or paid for oil, condcn.sa!C., distillate, or other liquid 
hydroc:trbons, n:spcc-.ively, of il fil:e type md gravity in the general ar-...3 where produc.:d :tnd when run, or 2) the: highest mz.rk...-t pri~ thtT"'..of offaed or paid in the 
gener:U ~a w hen: proc!uc:cd and when run, or 3) the gross proceeds o f th: sale ther:o C, w hichever is the~- Lc:sse: agrc-...s that before any g;u proc!uc.:d from th 
leased iJremls: s is X~ld, used or procc:sscd in a plant, it will be run ~of ccst to the royalty owners through an adcquat.c oil and gas s c:par.ucr of convc:11tion:ll ~ e 
o ther equipmenc ac lem as efficient, XI t.'1at all liquid hydroc.troons ~co·1~lc: from the ps by such mC311J will be rc-"..ovc:-:d. The ~c;ui~mcnt that such gJ.S be runor 
through a se par.uor or o ther equipment may be W.Uved in writing by the royalty owners llpOD sucb tc.rms and conditions as they pr-...scribc. 

(B) NON ? ROCESS ED GAS. RDyalty on :my gas (t.nc!uding O:t.red gas), wbicb is deft.nc d as al l hydroe3Ibons :tnd gaseous subsunc:s not clefmed 
as oil in subparagraph (.A) above, produc.:d from m y weU on said l¥d (c:::::...-pt as provided hac:in with respect to gas prc=d in a pl31lt for the extraction of 
g:LSOiinc, liquid hydroG:lrbons or ot.'ter products) shall be _j I 16 part of the gross produc-Jo n or :he marlc:t value the:"::f, u :he option of the 
owner o f the soil or the Commissioner o(tbe C-cn~.J L:tnd Offic.:, such v:llue :o be basd on the highest marlc:ct price paid or offc:::d for gJ.S of romJ:arable quaJiry in 
the gencr:ll :u-ca where produced :111d when run. or tl-.c gross pric.: paid or off: :-ed to the produc.:r, whicbc:ver is the ~r; provic!ed t.lw the ouximtC pr.:ssure b~ 
in me:uuri.ng the gas under this )CJ.Se sh3.11 not at ;my time o::= d 14.65 pounds per square inch ab$olute, and the st:J.ndard base temper= shall be sir.y (60) 
degn:CJ Fahrenhe it, eorrc:ction to be m.ade fo r p= = rdi..:lg to Boyle's L.lw, and for specific gr.xvity = rding to tests made by the Bi!.lanc.: ~ct!lod or by t.':.e 
men approved method oft.cstlng being used by the industry at the time o fu:s ting.. 

(C) PROCESSED GAS. Roynlcy on any gJ.S proc.:sse d in a gJ.Soline plant or other pla.'ll for the recovery o f gasoline or other liquid hydroCJ.rllons 
shall be 3 I 16 part o f the residue gJ.S :tnd the lic;uid hydroCJ.It>Cns c:xtrae'..cd or t!J: rrurlc::t nlue t.'len:ot: 11 :he option of the 
ow:-~er of the so ii cr the: Commissioner of :he Gc:tcr:U Land O t::e.:.. .All roy:ll t; :s due he~in shall be b :u.-:d on one hundred pc:---;n (1 00~~) of the total pl ant 
production o f n:siduc gas at:ribut::ililc to gas produ~d from this lc J.S .-:, and on fi fty pc=c (50%), or th31 pe;e...--:~c accruing to L.:sse:, w hichever is thc·gre.:ucr, of the 
toul plant procuetlon ofl iquid hydroc:lrbons 3Ilribuuble to t.':e g:u produc.::l from this leJ.Se; provicc d that if liqu id hyc!roca::,.Or.s ar: ~~!lVcrcd from gas pro=d 
in a plane in which Lc.s.set: (or its pan:!lt, S'.Jbsidiary or affiliate) o v.-ns :!II intc.-:st, thc11 the pero:::uge applic:lble to liquid hydroc.3rl:o ns sl-..1.11 be ft.ft-J perc.::tt (50%) or 
th: highe!;t pe:-c: nt ac::-uing to l third party proc~sing gJ.S t.'tro ug.lj such ;;ian! unde: il proc.:~ing agr:-::n: !ll negot:l!!:d :u ar:n's leng-~'l (or if t.':e:-:: is no sue!::~ third 
P:1rJ· the hig..':cst perc.::H the!l being sped 1ied in pr,:,c:ssing ~g:-:::n: ::ts or ccntr:lC:S in U:: incUSl:)'), w!-Jchevc:r is the gr::ue:-. Tic :-:sJ:e::ive royalties on ~sic!ue gas 
a.•• oe, rqotid hydrc~!lor.: sh:l.ll be dete:-:n.ined by I) L'le hig. :on r.1:uk: t pri~ paiJ o r oEc:-::d fe r 3llY g:u (or liquid hyerocar.:e ns) of eompar:lble quality in t.'te 
gcn! r:l!!re:l. or 2) the g::-o~ pric.: paid or offered for such residue ps l r; r :!1e weighted 3V:.-:~ge p-ass ~!ling price !"o r the =~~ive g:r:u!es ofliquid hy~ns), 
wil,j~'•is the gTC31.c:. [n no e•1c!lt, however, sha.ll t.'lc roy:Li cic.s )' J.yabl= under tltis ;:~<!r•~h be I~ than the royalties wh:cb would have bee:t due had thc~g:s not 
bee :f ' roelsse d . 

• 
• •u• ._(D) OTrlE.~ ? RODUCTS. Royalr-; on c:lri:o!l black. sulpi:ur or any ot.h: : proc!ue'..s produce::! or mar.uf.Jcn!red ':Iom/J.S (excepting l iquid hydroc:u-l:ons) 

whew- ..ud gas bc •casingjle:!.d., • "dry, • or m y ot.'l:: ps, by ~c:lon:1ting. burnin:: or :1.,y othc: ;~ro=sing sh:l.ll be 3 1 6 S::vl oi ~':e 
:;ross f rodalction of sue!! p roduc:s, or the: marke~ value thereo f, :u the option of the owne: of the X~il o r the Conuni.ssiencr of the Gcneml !..:lnd Offic:, such market 
valtJ .8 S: cctcr.nined :lS fe ll ows: I ) on the basis of the h igl:est mark: t pric: of each product for the same month in which such product is prod~.:c:d , or 2) on the 
basis Qf the average gro!s sale pr.~ of e:u:.'l produc~ for the sasr.e :nont.'l in which such prQduc:s m: produc.:d; whichever is the ~r. 

•: • • • ; . MINIMUM ROY A.L TY. During any y ear aile: the: ex piration of the prim:u-y tcr.n of this leJ.Sc, i f this leJ.Sc is rn.Untaine:l !)y production, the: rJyaJlies 
paid undcr. :his lcJ.Sc: in no event shall be less than 311 liTlOWit : qual to the: total 311JlUal dd3y ~nta.l herein providd; o t.hc:wisc, tl:er.: shcll be due: and payable: on or 
be f•:a-lil• fut day c~the :r.onth suec::::ding the :~rtnivers:u-J d:uc o f this lcJ.Sc 3 sum e qui!.l to the total ;mnual rental less the amount o f royalties paid dl!t'.ng the 
pre::eding ye:~r. lfP ;w<;lgl'llpl!) ef!lli:J lea:~e ~ee' "el '~e-iY; s del !I' te.tt:lli emot>nl; then for the pur;;osc:s o f this pangnph, tl:c delay rental :u:nount shall be one 
do ll :~r (S I.OO) per ac.-e. 

6. ROYAL T f IN KIND. Nctwit.'-.standing J.nY other ? rovis i .;a in this lC:l.Se, at :tny time o r from time to time, the o wner o f t!Je soil or the Comrr.is.sioncr 
o f the General Land Office m:ry, at the option o f e it.'ter, upon not le~ th41l si."Ct"/ (60) d:1ys notice: to the hc:der of the lease. r.:q-.Ji."C th:>l t.'le payment of any roy:llties 
ac=:\ling to such :-oy:llty owner Wider this lc:l!;e be made in kir.d. The owner o f t.'t:: :;oil's or t.'le Comr:::S.Sicne: o f :he Ge:tc::al Land Offic.:'s rig. I-tt to tak : its roy:llty in 
lc.in d shi!.l l not diminish or ne gate the owne: of the soil's or the <Ammissioner o f th e: Ge:tc:al L:tnd Offi~'s rights or Lessee's oblig:uions, whc:.'ler C."t~rcss or implied. 
under this leJ.Sc. 

7. NO DEDtJCTIONS. Le.ssc: agre:s that all roy:llti:s ~:.:-uing under this lc:lSC (includin g those paid in killd) shall be witl:cut de duction for the cost of 
producing, gathe ring, storing. sei)anring. tre:uing, dchydr.uing, compr-...s.sing. proe::ssing. tnnspcr-J ng, and otherwise making tl:c oil, g:IS :tnd other produe'..s 
hcr:unc!er ready fo r sale or use. Lessee agrees to compute: 31ld pay royalties on the gross vll ue r: :.:ivcd, includin g any r:imbursc mc::Jts fo r seve:-3llc: taxes :l.Ild 
production ~late d costs. 

8. PLA..'IT FUEL A.'ID RECYCLED GAS. No royalty sh:lll be pay:lble e n :l.'lY gJ.S as m:ty ~p~~e:t c t.'lis leJ.Se's proportio nate sh:xn: of 3lly fuel w ed to . 
p rocess g:u produc:d hc r: undc: in :tny ;>roc:ssing pi :tnt. Nocwit.'"..st.anding a.•y othe: prov:Sion of t.'lis lc::ue, and subject to the wrinen consent o f tl:c owr.c: o f th~ so•l 
:tnc! th: Commiss ioner o f the General Land Offic:, Lessc : m:~y r:c-Jcl: gas for gas lift pur,:oscs en the I: J.Sed pre::-: ises or fo r injc:C'Jo n in:o :tny oil c r ps ;;roducJng 
fcrr.t :~ticn unde ;Jy ing the lcJ.Sed premises Jiler the liquid hydrcc;ubons eoncair.cd in the: gJS have bc::1 ~moved; no royaltie:; shall be p:~y:lblc on the :-: : yc!cd gJ.S 
un t il it :s produc: d :tnd sold or used by L::ssc: in :1 m:lrlllcr which e:llitlo t.'le roy:lfty owr.c~ to 3 royal!'/ Wider this lcJ.Sc . 

9 . RO YALTY PA '0-IE'ITS A.'ID REPC::ZTS. All royal:ics not :.aj(:!l in kind sh:lll l:c ?lid to the Corr.missio r.cr of t.':: Gc:tc::ll L.l.'ld OF.ie: l1 Austin, 
T:xJ.S, in the following m311Jlcr: 

P3:1ment o f royalty o :o ;:roc!uc:ion o f oil :tnd gJ.S sh:UI i::c :u provided in :.':e ru l: s sc: for~l-t in the Tc.:::J.S Re;sist::. Rules cl!.-r::::l y pr:Jvic! : t.'l;t roy:ll ty e n oi l is c-.t : 
:t!ld m~t be r:c: iv: d in :.':e Ge:ter:ll L:tnd CF.ic: on o: b:fcr:: -J:e 5t.1 d:~y of t.'lc scccnd :.1cnt..'l s::c:::cin!: the month ~f prodt:c::cn. a."1d royal:--; on g:.s is d~e. :~n~ .. . 
m ust !:c rcc: ivc:d in the Gc:teral Land OF.ic.: on or bcicr:: the J:"t.'l day of u'lc se:ond monL'l succe: ciing the :nonth ofproduc:ion. ac:;omp:tnicd by the J.JT:dJ'(It ~: t:.~ f 
owner. manag:r o r othe r :IUthori;:ed ag::-11 .. com?kted in the fcrm :tnd milflne~ ;>r:scribcd oy the C-e:Jc:al Lmd Oriie: and showing the ycss 3JTlount :!r.~ disp?st t to:n: ~ 
ali oil :tnd gJ.S produce:! :tnd the m:ttkc t v:llue o i tl:c oil and gJS. tcg:L'lcr w i t.~ l copy o f aJ I doc·~:;:! :Its, r:cords or ;e;:oru ccn;:rmir.g til: yoss prod~;c:1en. d•s~os.t.vn 



and market value including gas meta' readings. pipeline receipts, gas line receipts and other ch«ks or memoraoda of amount produced and put into pipelines, tanlcs 
or pools and gas lines or ga.s Storatlc, and any olhcr reporU or =rds which the Geoera.l Land Office DUY requin: to vcriiy lh.e gross production, disposition and ' 

• ma.rlcet value. In all cases the authority of a 11W13&CT or a&ent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be 
ac:companied by a check nub, schedule, summary or other rcmittanc:c: a.dvic:c: sho_wiog by the assigned Gcncn1 Land Office lease number the amount of royalty bein 
paid on each lease. If~ pa)'3 his royalty oa or before thiny (30) days aft.cT the royalty payment was due, then Lcs.sce owes a penalty of S% on the royalty or g 
ru.oo, whichever is greater. A royalty paymeDt wruch is oVCT th.iny (30) da)'3 la.t.c shall acaue i penalty of~~~ of the royalty due or $25.00 whicbcYcr is &rcateT. 
In addition to a penalty, royalties shall a.caue interest at a rate of 12% per year; such intm:st will begin accruing when the royalty is sixty (60) da)'3 overdue. 
Affidavits aod supporting documents which arc not filed when due shall incur a penalty in m amount set by the General Land Office administrative rule which is 
effective on the dati: wheD\he affiihvits or supporting dcxumcnts wen: due. The Lessee shall bear all responsibility for paying or causinz royalties to be pa.id as 
pi"C3Cribed by the due date provided herein. Paymclll of the delinquency penalty shall in no vny opcntc to prob.ibit the State's right offorfeiturc as provided by law 
nor act to postpone the dati: on which royalties were originally due. Tile above peiUJty provisions shall not apply in Q.SCS of title disput1: as to the StaLe's portion o( 
the royalty or to that portion of the royalty In dispun: as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with 
its best possible estimalc of oil and gas rcscrvu underlying thi5 lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under 
which gas is sold or processed and all subsequent~ lllld amendments to such c.oatracts within thirty (30) da)'3 after cn.tcring into or malcinz such contncts, 
agreements or amendments. Such contracts and agreements when received by the Gcnetal LLad Office shall be beld iD confidence by the General Und Office unless 
otherwise authorized by Lessee. All other contracts and CCQ)rds pertaining to the production. tnmporwion, sale and marltcting of the oil and gas produced on ~d 
premises, including the books and accounts, receipts md di.sch.arga of all wells, tanJcs, pools, Jll(;tcn. and pipclina shall at all times be subject to inspection and 
examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of arty of them. . 

{B) PERMITS, DRILLING RECORDS. Written notice of all opcral.ions oo this lease shall be submiaed to the Commissioner of the Genera.! 
Land Office by Lessee or opcr.uor five(~) da)'3 before spud date. worlcover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such 
written notice to the General Land Office shall include copies of!Uilroad Commission fonns for application to drilL Copies of well tests, completion reports and 
plugging reports shall be supplied to the General Land Office at the time they arc filed with the Texas Railroad Commission. All applications, permits, reports or 
other til in~ that reference this lease or any specific well on the leased premises and that arc submitted to the Texas Railroad Commission or any other governmental 
agency shall include the word "St:uc" in the title:. Additionally, in accordance with .Railroad Commission rules. any signage on tbe leased premises for the purpose of 
identifying wells, tank banaies or otbcr associated improvements to the land must also include the word "State. • Lessee shall supply the General Land Office with 
any records, memoranda, accounts, reports, cuttings aod con:3, or otha infomw:ioa relative to the operation of the above-described prcnUscs, which may be 
requested by the Gc.ncral Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or ra.cfioac:tivity survey made oa lhc 
bore-hole section, from tbe base of the surface casing to the total depth of well, of all wells drilled on the above described premises aod sh.a.ll transmit a true copy of 
the log of e:lclt swvey on each well to the General Land Office within fJ.ftc:dl (IS) days after the malcing ofsa..id survey . 

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

due. ~nalty for late filing shall be set by the General Land Office adminislr.ltive rule which is effective on the date when the materials were due in the General 
Lantt.Qt!ict. . •. 

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

of ~I or~ on s;~id land, Lessee should drill a dry hole or holes thereon. or if during the primary t.cm1 ha-cof and :1fta the discovery and actual production of oil.or 
g:LS ~~!lie leased premises such production thereof should cease from any c:ause, Ibis le:J.Se shall col terminate if on or before the expiration of sixty (60) days·· &om • dat&e~letion of said dry hole or cessation of production Lessee commences additional drilling or reworking oper.uions thereon,. or pays or tl:nders the next · - · 
annu!l delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be · ~.! 
compl!ted and abandoned, or the production of oil or ga.s should cease for any c:1use, Lessee's rights shall remain in full force and effect without further opcratic;>ns 
untij ~iration of the primary tl:rm; and if Lessee has not resumed production in paying quantities a.t the expir.uion of the primary tcnn, Lc-..scc may maintain this 
Jea.se,y coftducting additional drilling or rcworicing opcr.uions pursuant to Paragr.1ph 13, using the expiration of the primary tcnn as the date of cessation of 
proc1~;i~g~ndcr Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
primay terfb herco( Lessee may resume payment of the annual rental in the same manner 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 fa.ilurc to malce such payment, this lease shall ipso facto 
terminate. lfat the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in 
accordance with the shut-in provisions hereof. 

12. DRlLUNG AND REWORKING AT EXPIRATION OF PRlMARY TERM: I( at the expiration of the primary t.c:nn, neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or rcworldng oper;u.ion.s then:on. this lease shall ~n 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-worlonanlilce manner without intcrruptions totaling more than sixty (60) days during 
any one suc.h operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or ga.s is produced in paying quantities from said land, or 
payment of shut-in oil or g:LS well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION. DRlLLING. AND REWORKING. If. after the expiration of the primary term, production of oil or gas from the leased premises, a.ftu 
once obtained, should cease from any cause. this lease shall not tCTminate if Lcsscc commences additional drillin& or rcworlting opcntions within sixty (60) days 
after such ccsslltion, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in worlcrnan.l ilce manner without 
interruptions totaling more than sixty (60) days. lf suc.'1 drilling or rcworic:ing operations result in the production of oil or gas, the lease shall remain in full force and 
effect for so long as oil or ga.s is produced from the leased premises in paying quantities or payment of shut-in oil or ga.s well royalties or payment of compcnsil.t.Ory 
royalties is made as provided herein or as provided by law. If the drilling or reworldng 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 afler the completion of the well as a dry hole, and this le:ue 
shall remain in effect so long a.s Lessee continues drilling or rcworldng opcr:Uions in good faith and in a woricmanlilce m3Mer without int~:rruptions totaling more 
than sixty (60) days. Lessee shall give wriaen notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. Fo r purposes of this paragr.Jph.. "we ll • mel.tlS any well that has been :LSsigned a we ll number by the s t.ate agency h:~vin_g 
jurisdiction over the production o f oil and gas. I( at any time after the expiration of the prim:uy term of a lease th:u, until being shut in, was being maintained !n 
force and effect, a well c;~pable of producing oil or gas in paying quantities is loc:u.ed on the leased prcmises, but oil or gas is not being produced for l3ck of sutuble 
production f;~cilities or laclc of a suitable marlcet, then Lessee may pay il.S a shut-in oil or g3.S royalty an amount equal to double the annual rental provided in the 
lease, but not less than Sl .200 a year Cor e;~ch well c;~pable of producing o il or gil.S in paying quantities. liPzn:paph 3 ofdli> lease dots not spetlry a del s} ,.,. ... 
..,,auiil! Y- for the purposes o f this paragraph. the delay rental amount shall be one dollar (S l.OO) per Jc;e. To be effe ctive, e3c!l initial shut-in oil or gas royal!)' 



must be paid on or before: (I) the expiration of the priawy term, (2) 60 da}'3 aftCT the ~e ceases to produce oil or gas from the leased premises, or (3) 60 days 
after l.cssee C:O~pletes a drilling or rcworlcing opcnlion in accordance with the lease provisions; whichever dale is latest. Such payment shall be made ooc-half{l/2) 
to the Conunw1oncr oftllc: General land Office and onc-haJf (112) to the owner of the soil. If the shut-in oil or ps royalty is paid, the lease shall be considered to be 
a p:-Jdu:ln; ::asc G.'1d <.'le l'"YI"c:nt sila.U extend the term of the lease for a period ofone year from the end of the primary t.crm. or from the lim day of the month 
following the month in which productioo c:used. and, after that, if no suitable production facilities or suitable marlcet for the oil or gas exists, Less« may extend the 
lease for four more su=ive periods of one (I) year by paying the wnc amount ca.ch yeN oo or before the expiration of ca.ch shut-in year. 

IS. COMP~SATORY ROYAL TIES. U: during the: period the IC2Se is 1cept in effect by payment of the shut-in oil or gas royal~, oil or gas is sold and . 
delivered in paying quantities from a weD loealed within one thousand (1,000) feet of the leased premises and completed in the same producing n:scrvolr, or in any 
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 elfettive. 
for the remai.ndcr of the )'e3l" for which the royalty bas bc:cn paid. The Lcsscc may maintain tbc lease for four more su=sive ye3n by Lessee paying COIIlpensatory 
royalty al the royalty ra.1e provided in the lease of the nwicet value of production from the weU causing the d.rainage or which is completed in the same producing 
reservoir and withln one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, onc-ha.lf(l/2) to the CQrnmis.sioncr of the 
Gcncral Land Office and onc-half(l/2) to the owner oftbc soil, beginning on or before the last day of the month following the month in which the oil or gas is 
produced from the well causing the draina&e or that is completed in the same producing rcsctVoir and IOQI.Cd within one thousand (1,000) feet of the leased Premises. 
If the compensazory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty,l.es.sec shall pay an amount equal to the 
difference within thirty (30) d.ays from the end of the 12-illOnth period. CompensatOty royalty payments which are not timely paid will aeaue penalty and ilJterest in 
accordance with Paragraph 9 of this lease. None of these provisions will relieve~ of the obliptioo of reasonable development nor the obligation to drill 0~ .· 

wells as provided in Texas Narura.l Resources Code 52.173; however, It the determination oftbc CQmmis.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 le:ue to the contrary, aftcT a well producing or capable of producing oil or gas has 
been completed on the leased premises, 1.cssce shall excrcisc the diligence of a reasonably prudent opet310r in drilling such ~dirional well or wells as may be 
reasonably nCCC$SM)' for the proper development of the leased premise and in maricetin& the production thcn:on. 

{A) VERTICAL In the event this lc:ue is in fora: and effect two (2) years after the cxriration date of the primary or extended tmn it shall ~en terminate 
as to all of the leased premises, EXCEPT (I) 40 aac surrounding each oil well ~able of producing in paying qUlllltities and 320 acres surrounding eaCh ps well 
c:~pable of producing in paying qUlllltities (including a shill-in oil or gas well as provided in Paragraph 14 bc:n:of), or a well upon which Less« is then engaged in 
continuous drilling or n:wurlcing opcr.:Uions., or (2) the number of acres included in a producing pooled unit pursuant to Texas Narural RcsoW"ce:S Code S2.1SI­
S2.1SJ, or (3) such ~alcr or lesser number ofaaa as may then be aiiOQ!ed for production purposes to a pror.uion unit for each such producing well under the: rules 
and regYlations of the Railroad Conunission ofTc:xa:s., or any successor agency, or other governmental authority having jurisdiction. If at any time after the effettive 
cia~! Qft!le panial termination provisions ben:ot; the applic3ble field rules arc changed or the ~ell or wells located thc:rcon arc reclassified so that less acreage is 
the~:Ut!r alloc:~!ed to said well or wells for production purposes. this lc:ase shall thereupon terminate as to all acre:~ge not therc:lfter allocau:d to said well or ~lls for 
P~~U purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hatby, Lessee shall nevertheless continue to have the nSht of 
in~ to '\ad egress from the lands still subject to this le~e for all purposes described in Paragraph I hereof; together with casements and rights-of-W11y for existing 
roadspexisting pipelines and other existing facilities on, over and across all the lands described in Paragraph I hereofrthe retained lands"), for access to and from the 
re~ll ~ds and for the gathering or aansporution of oil, gas and other minerals produced from the retained lands. ~-· .... . 

a(B) HORIZONTAL In the event this lease is in force and effect two (2) years after the expiration dale of the primary or cxt.cnded t.cnn it shaJI furtti'cr 
te~a'!!ls to all depths below 100 f«t below the total dept.'l drillerl (hereinafter "deeper dcpthsj in each well loc:atA:d on acreage retained in Paragraph 16 (A) 
above• uniCS3 on or before two (2) years after the primary or extended term Lessee pays an amount equal to one·balf{l/2) of the bonus originally paid as 
considerat¥>n for this lease (as specified on page 1 hereof). If such amount is paid, Ill is lc:ue shall be in force and effect as to such deeper depths, and said • 'I 
tent~t"tle§ shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying qUlllltities from such deeper depths 
covered by. this lease. 

•••••• 
• (q IDENTlACA TION AND FlUNG. The surface acreage retained hereunder as to ca.ch well shall, as nearly as practical, be in the form of a squ:uc with 

the well located in the center the reo( or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial 
termination ofthi.s lease as provided herein, lessee shall execute and record a relc::ue o r releases containing a satisfactory legal description of the aercage mdlor 
depths not retained hereunder. The recorded release. or a ccnified copy of same, shall be filed in the General Land Office, accompanied by the filing f« prescribed 
by the General Land Office rules in effect on the 6u: the release is filed. IC Lessee fails or refuses to execute and record such release or releases within ninety (90) 
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may deign;w: by written insttument the aange and/or 
depths to be released hereunder and record such instrument at Le='s expense in the county or counties when: the lease is located and in the official records of the 
Gencr:ll Land Office and such designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rental.s, nor royalties paid, or to be paid, under this lease shall relieve Lessee ofhis obligation to protect 
the oil and gas under the above-described land from being drained. Lessee, sublessee:.. receiver or other agent in control of the leased premises shall drill as many 
well.s as the facu may justify and shall use a.ppropri.ue means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premise. In 
addition, if oil and/or gas should be produced in commercial quanti tie within 1,000 feet of the leased premises, or in any case where the leased premises is being 
drained by production of oil or gas. the Lessee, sub less«, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or 
wells upon the leased premises within I 00 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the swutory offset obligation may subject this lease and the owner of the 
soil's agency rights to forfeiture. Only upon the determin:ll.ion of the Commissioner of the Genc:ral Land Office and with his wrinen approval may the payment of 
compensatory royalty under a.pplic:lble staa.Jtory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MNEURE. If, afu:r a good faith effort, Lcssee is prevented from complying with any express or implied cove:1ant of this lease, from 
co nducting drilling operations on the le~ed premises, or from producing oil or gas from the leased premises by reason o f war, rebell ion, riots, strilces, acts of God. or 
any valid order. rule or regulation o f government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lesse: 
shall not be liable for damages for failure tc comply with such covenants; additionally, this lease shall be extended while Lessee is prevent.ed, by any such cau.se, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph ~hall suspend the . 
payment of delay rentals in order to mainuin this lease in effec:t during the primary term in the 3bsence of such drilling or reworking operations or productioo of Oil 
or gas. 



19. WARRANTY CLAUSE. The owner of the soil wa.mlllt.s and agrees 10 defend title 10 the leased pn:mis= lfthe owner of the soil defaults in 
payments owed on the leased pn:miscs, then ~e may redeem the rights of the owner of the soil in the leased premises by paying any IDtlrtgage, taxe.s or other r 
on the leased premises. If Lessee malces payments on behalf of the owner of the soil under this pllr.1gl"Bph, W.see may recover the cost of these payments from ~ens 
rental and royalties due the owner of the soil. 

20. (A) PROPORTIONA n REDUCTION CLAUSE. If the owner of the soil owns less than lhc entire undivided surnce estatc io the above 
desaibed land, whether or not L=ce'.t interest is specified herein, then the royalties and rental ~in provided 10 be paid 10 the owner of the soil shall be paid 10 him 
in the proportion which~ interest bears 10 the entire undivided surface estate and the royalties and rental herein provided 10 be paid to the Commissioner of the 
General Land Office of the State ofTaas shall be likcwisc proponionately reduced. However, before Lessee adjusts the royalty or rental due 10 the Commissioner of 
the General Land Office. L::ssee or his authorized rcp=nwivc must submit 10 the CommwioDCT of the Gencn1 Land Office a wrilll::n statement which explains !he 
discrepancy between the intcTc:St pwportcdly leased under this lease and the a.cruaJ interest owned by the owner of !be soil. The Cornmis.tioner of the Gcner.u Land 
Office shall be paid the value of the whole production allocable to any undivided iotere.st not covered by a lease. less the proportionate development and production 
cost allocable 10 such undivided interest.. However, in no event shall the Commissioner of !be Gcnenl Land Office receive as a royalty on the gross production 
allocable 10 the undivided interest not leased an amount less than the value of one-sixteenth (1Jl6) of such gross. production. 

(B) REDUCTION OF PAYMENTS. l~ during tbc primary term, a ponioo of the land covered by this lease is included within the boundarie.t 
of a pooled unit that has been approved by the School Land Board and tbc owner of the soil in a=rdance with Nalllral Resources Code Sect.ion.t 52.15l·S2.1S4, ~ 
i( at any time after the expiration of the primary term or the extended term, this lease covers a lc:sser number of acres than the total amount described hen: in. 
payments thar are made on a per aac basis hereunder shall be reduced according 10 the number of= pooled, released, surrendered, or otherwise severed, so that 
payments detcmlincd oa a per acre basis under the terms of this lease during the primary tenD shall be calculated based up<lD the number of aaes outside the. 
boundatie.s of a pooled unit, or, if after the apir.Woa of the primary tczm, the number of aaes a.c:tually n:tl.ined and covered by this lease. 

21 . USE OF WATER. lc$see shall have the right to use water produced on .said land necessary for opcntion.t under thi.s lC3Se except water from wells or 
tanks of the owner of the soil; provided, however, Lessee shall not use potable water or wa.tcr suitable for livestodc: or irrigation purposes for watcrflood opcr.uions 
without the prior consent of the owner of the soiL 

22. AIJJ1i0RlZED DAMAGES. Lessee shall pay the owner of the soil for damages =d by its oper.uion.t to all personal property, improvements, 
livestoclc and crops on .said land. 

23. PlPELINE DEPTH. When ~quested by the owner of the soil. Lessee shall bury its pipelines below plow depth. 

• • • 24. WELL LOCATION UMIT. No well shall be drilled nearer than two hundred (200) feet 10 any house or barn now on said premises without the 
wri•;lf~r!lent of the owner of the soil. 

'1 ! 
• • •: • i S. POLLlJilON. In developing this area, Lessee shall use the highest degree of care and all proper safeguards 10 prevent pollution. Without limiCtng the 

fon:g~fng. Pollution of coastal wetlands. narural waterways. rivers :~nd impounded water shall be prevented by the usc of conuinmcnt facilities sufficient to prevent 
sp illagt, seepage or ground wat'"r cont:amination. In the event of pollution. Lessee shall use all m= at its disposal 10 n:caprllR i!.ll e.scapcd hydroc:lrbon.t or other 
polijlra!tf !Jed shi!.ll be re!Jlonsible for all damage to public and priv:ne properties. Lessee sh3.ll build and maintain fences around its slush, sump, and dr:linagefpits 
and t.lr1l"t'-laeries so as to protect live.ttoclc against los.s, damage o r injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all 
s luslt,pj~ ~d cellars and completely clc:lll up the drilling site of all rubbish thereon. Lessee shall. while conducting opcr.llion.t on the le:1Sed pn:mise.s, keep said 
premJises frfe of all rubbish, cans, bottles, paper cups or g:lrbage, and upon completion of operations shall reston: the surface of the land to as ne3f its origin:U 
conditien and contours as is practiC3ble. Tanlcs and equipment will be lcept painted and presentable. ~~ . ,. ,. 

•: • • ·~. REMOVAL OF EQlJIPMENr. Subject 10 limital.ions in this paragraph. Lessee shall have the right 10 remove machinery and fiXtUreS placed by 
Lessee on~ leased premises, including the right to draw and remove c;uing, within one hundred twenty (120) days after the apir.uion or the tcnnination of this 
lease! ~Ms.~c owner of the soil grants Lessee an cxten.tion of this 120-day period. However, Lessee may not n:roove casing from any well capable of producing oil 
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days wria=n aoti~ 10 the Commissioner of the General 
Land Office and 10 the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee 
under the lcrrn.t of this paragraph. 

27. (A~ ASSIGNMENTS. Under the condition.t conuined in thi.s paragraph and Paragraph 29 of this lease, the rights and estat.es of either party to this 
lease may be assigned, in whole or in part, and the provisions of this le:ue shall c.xt.cod to ;u~d be binding upon their heirs, devisees, legal n:prescnl.ltivcs, successor:5 
;u~d as.tign.t. However, a change or division in ownership of the land, n:nuls, or royaltie.s will not enlarge the: obligations ofl..asce, diminish the rights, privileges 
and e.states of Lessee, impair the effectiveness of any payment made by Lessee: or impair the effectiveness of any act performed by Lessee. And no change or 
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
n:prescnwive.s or assigns) furnishes the Lessee with satisfactory written evidence of the change io ownership, including the original recorded muniments of title (or a 
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease sh;sjl, to the extent of the int.crcst 
assigned, relieve and discharge Lessee of all subsequent obligation.t under this lease. If this lease is ilSSigned in its entirety as 10 only part of the acre:1ge. the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according 10 the area of each, and fail w-e by one or more of them 10 pay his shan: of 
the rental shall not affect this lease on the part of the land upon which pro rata n:ntal.t arc timely paid or t.cndered; however, if the assignor or assignee does not file a 
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rcnllll due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations. liabilities, and penalties owed to the State by the original lessee or any 
prior assignee of the lease, including any liabilitie.s to the Sute for unpaid royalties. 

(B) ASSlGNMEm LIMITATION. Notwithst:lnding any provision in P;u-agraph 27(a), if the owner of the soil acquires this lease in whole or in part by 
assignment without the prior written approval o f the: Commissioner of the General Lltld Office. this lease is void as of the: time of assignment and the: agency power 
of the owner may be forfeited by the Commissioner. An assignment will be treated as if it wen: made to the owner of the soil if the assignee is: 

(I ) a nomine: of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the: soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employe: of the corporatio n which is the owner oi the: soil; 
(5) a partner or employee in a p:utncrship which is the owner of the soil; "--( \ 

'--) 
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(6) ~ fiduc:iuy for the owner of the soil; including but not liuUted to a guardian. trustee, executor, administrator. receiver, or conservator for the 
owner of the: soil; or 
(7) a family member of the owner of the soil or rela1ed to the owoer of the soil by ma..mage, hi<><Xi, or rooptio'l. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, L=cc ~at any time execut.e and deliver to the owner of the 30-1 
and place of record 1 release or relcasc:s covering any portion or portions of the leased premises, and thereby SWTCndcr this lease as to sucb portion or ponions, and~ 
relieved of all subS(:quent obligations as to acreage surrendered. U any part of this lease is properly SUlTC.IIdcrcd, the delay rental due under this lease shall be reduced 
by the proportion that~ surrendered acreage beazs to the acreage whicb was covered by this lease immedia.t.ely prior to such surrender, however, such release will 
not relieve Us.see of any liabilities which may have accrued under this lease prior to the smTCDdcr of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assip!Cd or released, such assipunent or release must be recorded in 
the county where the land is siOJakd, md the recorded instrument, or a copy of the reeordcd iostrament catitied by the Ccunty Oerlc of the county in which the 
insuument is =rded. must be filed in the General Land Offic:c within 90 days of the last execution date accompanied by the presaibed filing fee. If any such 
assipuneot is not so filed. the rights ~uired under this lease shall be subject to forfeiture at the option oftbc Ccmmissioner of the GeneraJ Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the I= of the abovc~"bc1i land have b«n included in this instrument, including the 
stUcmcnt of the true consideration to be paid for the execution of this lease md the rights and dutiC3 of the parties. Any collalaal ag:ree:ments concun.ing the 
development of oil and gas from the leased premises which arc not contained in this lease rcnd.a this lease invalid. 

31. FIDUCIARY DlJIY. The owner of the soil owes the State a fiduciary duty a.od ll'lWt fully disclose any facts affcc:ti.ng the Stale's inten::st in the leased 
premises. When the interests of the owner of the soil conflict with thoS(: of the State, the owner of the lOil is obligated to put the Stale's interests before his pcTSonal 
int.eresu. 

32. FOR.FEI11JRE. If Lessee 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 Lessee shall fail or refuse to drill any o ffset well or wells in good 
faith as required by law 3lld the rules and regulations adopt.ed by the Commissioner of the Gencr.!l Land Offic:e., or if Lessee should fail to file reports in the maru:.er 
required by law or fail to comply with rules and regulations promulgated by the General Land Offic:e., the School Land Board, or the Railroad Comrnissio.n. or if 
Lessee should refuse the proper authority access to the records pertaining to opcntions, or if Lessee o r an authorized agent should knowingly fail or refuse 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 materiaJ provisions of this lease, or if this lease is assigned and the assignment is oot fi led in the General Land Office as requin:d by law, the rights 
ac:quin:d under this le:ISe shall be subject to forfeiOJrc by the Commissioner, and he shall forfe it same when sufficiently informed of the facts which authorize a 
fo~e~tu~i.and when forfeited the area shall again be subjec t to lease under the tenns of the Relinquishment Act. However, nothin g herein shaJI be construed as 
WiUII'~ ~~automatic: termination of this le= by operation o flaw or by reason ofany spe,:al limitation arising hereunder. Forfeitures may be set aside and this 
lease an~ all rights thereunder reinstated before the rights of another int.ervcne upon satisf3C<ory evidence to the Commissioner of the General Land Office of fururc 
COI'llp,~ith the provisions of the law and of this le:ISe and the rules and regulations that may be adopted relative hereto. •• • 

• 33. UEN. In 3Ccordance with Texas N atural Resoun:es Code 52.136, the Stale shall have a fim lien upon all oil and gas produced from the area covered 
by ~~,c!:l!~ to se cure payment of all unpaid royalty and other sums of money tl-.t:.t may become due under this lease. By acceptance o f this le:ISe, Lessee grants the 
Statc,-ift'Mdition to the lien provided by Tc:xas Natural ResourCC3 Cede 52.136 and any other applicable starutory lien, an e;(prc.ss contra.ctual lien on and security 
int.e~~\iU A lea..~ed minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
procctt1S ar~ held by Us.see or by a third party, and all fiXtUreS on and improvements to the leased premises used in coMection with the production or processing of 
such leesed minerals in order to se cure the payment of all royalties or other amounts due or to become due under this lease and to scc:urc payment of any damages or 
loss that Lesor may suffer by reason of lessee's bre3Ch of any covenant or condition of this lease, whether express or implied. This lien and security interest may be 
fore~l!e~~th or without court proceedings in the manner provided in the liUe I, Chapter 9 of the Texas Business and Comrnerc:c Code. Lessee agrees that the 
CommissiolliCT may require Us.see to ocecut.e and record such instnUnents as may be re3SOnably necessary to acknowledge, artach or perfect this lien. Lessee hereby 
repr!s!IM ~ there ~ no prior or superior liens arising from and relating to ~e·s activities upon the above-described property or from Lessee's acquisition of 
this lease. Should the Commissioner at any time det.erminc that this representation is not true, then the Commissioner may decl~ this lease forfeited as provided 
he: rein .. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interC3t of the owner of the soil under this lease with any other leasehold 
or mineral interest for ihe explo ration, development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land 
Board and the Commissioner of the General Land Offic:c for the pooling or unitizing of the int.cTCSt of the State under this lease pursuant to Texas Na.tural Resources 
Code 52.15 1-52. 153. The owner o f the soil agrees that the inclusion of this provision in this lease satisfiC3 the execution requirements stated in Texas Natur:ll 
Resources Code 52.1 52 . 

. 35. INDEi\iNITY. Lessee hereby releases and discharges the: State ofTexas aEd the owner of the soil, their officers, cmP.Ioyees, pattncrs, agents, 
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every narurc, or other 
harm. including environmental harm, for which recovery of d:unagC3 is sought, including. but DOt limited to, all losses and expenses which arc caused by the 
activities of Lessee, its o fficers, employees, and agents arising out of; incidental to, or resulting from, the operations of or for Lc:ssee o n the leased premises 
hereunder, or that may arise out o f or be occasioned by Lessee's breach of any of the terms or provisions o f this Agreement, or by any other negligent or strictly liable 
act or omission o f Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the Stale ofTexas 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 death), 
costs and expenses, or other harm for which recovery o f damages is sought, under any theory including tort, contrxt. or saict liability, including attorneys' fees and 
other legal expenses, including those: related to environmental haz.:lfc!s, on the leased premises or in any w;ry related to Lessee's failure to comply w ith any and all 
environmental laws; those arising from o r in any way related to Lessee's operations or any other of Lessee's activities on the le:ISed premises; those arising from 
Lessee 's use of the surface of the le ased 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 o r 3llY other act o r o misSion of Lessee, its directors, officers, employees, partners.. agents, contractors, subcontractors, guests, invitees, and their respective 
succ:ssors and J.Ss igns. Each :ISS ignee of this Agreement, or an interest therein. agrees to be liable fo r, exonerate, indemnify, de fend and hold h:umless the State: of 
Tc:;tas and the owner o f the soil, their o fficers, employees. and agents in the same manner provided above in connection with the activities o f Lessee, its office rs. 
employc:s, and agents as described above. EXCEPT AS OTHERWIS E EXPRESSLY LI:'>IITED HEREIN, ALL OF THE L'mE:'>INITY OBLIGATIOl'IS 
A..'ID\OR LIABILITIES ASSUMED UNDER TilE TER...\-lS OF THIS AGREEMEi'I"T SHALL BE WITHOtrr LIMITS A..&~l> WITHOtrr REGARD TO 
THE CAUSE OR CAUSES TH EREOF (EXCL UDING PRE-EXISTING COM> m ONS), STRICT LIABILITY, OR TirE NEGLIGENCE OF AJ'IY PARTY 
O R PARTIES (INCLUDING THE NEGLIGENCE OF THE INDE;'YfNlfiED PARTY), WHETH ER SUCH NEGLIGE:'I'CE BE SOLE, J OINT, 
CONCURRE:-rr, ACTIVE, OR PASSIVE. 



36. ENVIRONMENTAL HAZARDS. Lessee shall we the highc.st degree of care ~d all r=oable safe~a.rds to pn:vent contamination or pollution f · 
any environmental mcdiwn. including soil. surface w:u.ers. JTOundwa.tu, sediments. and .surl'ace or subsurface S'll"aLa. ambient a.ir or any other euvironmerualznedi 

0 
• 

in. on, or under, the leased premisc.s, by any waste, polloun!, or contaminant Lessee shall not bring or permit to remain on the leased prcmi.se:s any asbestos um 
containing~ explosives, toxic: mata'iab, or substanc;.:, reiU-Iued 3S h.uardous wastes, hzz:ardous materials. hazardous subsunc;.:, {as the tcnn ·lhzudous 
Sui.~~.&~u:c~ u de lined in the Comprchc:nsive-Environmental Response. Compenutioo and Liability A.c:t (CERCLA). -42 U::S.C. Sections 9601, c:t sc:q.). or toxic 
substances under my federal, sta.te, or IOQJ law or regulnion ("Ha:z3rdous Matma!l"). except ordinary produc:ts comroonly used in conncc:tlon wilb oil and gas 
exploration and development operations and stored iD the usual manner and quM\tities. LESSEE'S VIOL\ TION OF THE FOREGOING PROHIBmON 
SHALL CON~ A MATE.RIAL BRL\CH AND DEFAULT HER.EUND£RAA"D LESSLE SHALL INDEMNIFY, HOLD HAR..-..ILESS AND 
DEFEND THE ST A rl: OF TEXAS A."'D nn: OWNER OF THE SOIL FROM AND AGAINST ANY Cl.AL'"IS, DA.'\iAGES, JUDGMENTs. PENALTIES. 
LIABJLrrn:.s, A.'ID COSTS (INCLUDING REASONABLE ATIOR.''iEYS• FEES AND COURT COSTS) CAUSED BY OR ARISING our OF (I) A 
VlOLATION OF THE FOREGOING PROHlBmON OR (D) THE PRESENCE, RELEASE. OR DISPOSAL OF A.'VY HAZARDOUS MATERIALS ON, 
UNDER, OR ABOtJI' THE LEASED PRL'\fl.SES DURING I.ES.SD:'S OCCUP A.'ICY OR COl'fiROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, RL'\fEDY AA"D REPAIR A.'VY SOIL OR GROUND WATER CONTAMINATION A.'ID DA..\iAGE CAUSED BY THE 
PRESL'iCE OR RELEASE OF ANY HAZARDOUS MA TERLU.S IN, ON, UNDER. QR ABOUT THE LEASED PRL'\IISES DURING LESSEE'S 
OCCUPANCY OF mE LEASED PRDflSES IN CONFORMANCE WilJf TilE REQUIREMENIS OF Al'PUCABLE LAW. THIS 
INDEMNIFICATION A.'ID ASSUMPTION SHALL AJ>PLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERT~ 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGUlATION. LESSEE SHALL I?tL\a:DIATEL Y GIVE THE STATE OF 
TEXAS AND THE OWNER OF THE son. WRlTI'L"'l NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. UPON 
l.EAR."41NG OF THE PIU:SENCE OF ANY l:IAZARDOUS MATER.L\LS, OR UPON RECEIVING A NOTICE FROM A.'VY C0~1AL · 
AGE!~CY PERTAINING TO HAZARDOUS MATERIALS WlnCH MAY AFFECT TilE LEASED PRE:\·fiSES. THE OBLIGATIONS OF LESSEE 
H.E.REUNDER SHALL Sv"RYIVE THE EXPIRATION OR £ARI..IE.R n:R.'\IINA TION. FOR ANY REASON, OF THIS AGREL'\fi:NT. 

37. APPUCABLE LAW. Thi.s I~ i.s issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly lcnown :u the 
Relinqui.shment Act, and other applicable starutcs and amendments thereto, and if any provision in this != doc.s not conform to these st.UUtcs. the starutcs will 
pn:vail over my nonconforming lc;ue provisions. 

38. EXECUTION. This oil and gas lease must be signed and x .lc:nowledged by the Lessee before it i.s filed of record iD the county records and in the 
Gene."111 L:lnd Office o f the State ofTex.a.s.. Oocc the filing requirements found io Par.agraph 39 of this l~e have bc:c:n ~fic:d, the effective d3u: ofJhu lc2SC shall 
be the dale found on Page I. · 

39. LEASE FlLING. Pursuant to Ouptcr 9 of the Texas Business and Commc.rc::: Code, this IC3Se must be !iled of record in the offic::: of the County 
Oerlc in any county in whic:h all or any part of the le<lSed prc:mises is loc:~ted. and certific:d copies therc:of must be filed in the Gend Land Office. This l=>c is not 
~~,.unr:il a ~rtifled eopy of this lc:ue (whic:b is made and certified by the County Cleric from his records) is filed in the Gener:U Land Office in ac:cordanc: with 
T~a!Piarur:U ResoUI'Cel Code: 52. 133. Additionally, this Je:ue shall not be binding upon the State unless it recites the ac:rual and tnJc consideration paid or promised 
f~l~t;tion of this le:ue. The bonus due the Stau: and the pl"'..scribed filing fcc shall accompany suc:h certified copy to the Gcner:U Land Office.. 

••*•see Exhibit "A" Atta d for Additional Provisions 
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STATE OF TEXAS STATE OF TEXAS 

BY: /aY::~~~~~~~~~~ 
Individually and_as.ag' 
Doro t ny Jean 

~· , ~n~f~t~ally a n d as Trustee ofd£-1\-~-~--13-:-\h-~-s:lf._}¥_i-:-~-lth.,..F(l~t.:U-:r f-0....,9;:-::ro-C:U-~-t-a-n-d-as T rus t ee 

~4~0T99~{ D~:of the Nancy Puff Jones Trus t Date:: SefltCifteer 

STATE OF TEXAS 

BY:-:-:--::--.,-----.,-.,---:--~:-----­
lndividually and as agent for the State ofT= 

Keenom 
Dorothy Jea n ~~~~ 

Tho mas Hill Puff 

Nan cy Puff J o n es Trus t Tax 

STATE OF TEXAS 

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

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

True and eerFe6t 
copy of 

Original filed in 
Reeves County 

Clerks Office 



---, 

STATE OF ___________________ ___ 
(CORPORATION ACKNOWLEDGMENT) 

COUNlY OF _______________ _ 

BEFORE ME, the undc~igncd authority, oa this day personally appeared, ______________________ _ 

known to me to be the person whose name is subsaibcd to the fo~going instrtlmc:nt. a.s, ---------------------....:o f 
. ' -

-=--"7------::----::-:----:--...,...----:------:-,--,----,----:---:--,-----:-,--:----:-:-:-md xkDowledged to me !hal be executed the sazne 
for the pwposc:s and eoasiderarioa therein expressed. in the capa.c:ity st31ed. and a.s the ¥t and deed of said CQf}Xlralioo... 

Given under my hand and seal ofoffic:: this the. ____ day of __________ .-.J· l9 __ • 

Notary Public in and for __________ _ 

STATE OF _________________ _ 
(CORPORATION ACKNOWLEDGMENl) 

COUNlY OF ______________ _ 

BEFORE ME. the undersigned authority, on this day pcnoaally ap~d·------------------------

known to me to be the pe:rson whose name is subsaibed to the foregoing insuumcnt. zs, ____________________ _;of 

~-:----------------------------------:--:---:-~and acblowledged to me that be executed tbe 3ame 
for the pwposc:s and consider:uion then: in cxpn:sscd, in the: capacity stated, and as tbe aa and deed of said corpor.l.tioa. 

Given under my hand and seal ofoffic:: this thc, _ ___ day of ___________ _. 19 _ _ . 

• •• • • • ••• Notary Public in and for ______ _ _ __ _ 

•••• • • • •• • 
STArt OF TEXAS (INDCVIDUAL ACKNO'h"LEDGI'v!ENT) 

•••• 
co~~F \(;)..YV'V...h.-\- ~~ 

••••• : Keenom 
• ~efore me, the undersigned authority, on this da_rpersonally ap_pe:m:d Dor£thy te~g ~}-}-, I ~ually and as 

Trne;tee of the Thor:1as Hill Puff Trust and as Trus ee o e ancy u ones 'l'rust 
kno-zn .~ ff to be _the persons whose: names an: subscribed to the foregoing instrument. and acknowledged to me tb:u they executed the same for the pwposes and 
cons1~ra1JCJn thercm expn:sscd. 

• 
•: • • -c:iven under my han~d an 

STA TIOF __ ~...L..=._YIIJJ)::.......::. ---..-----
COUNTY OF __ .._~~:::..::::..::~~;,.:=._;_ ____ _ 

(INDrvlDUAL ACK,'lOWLEDGMENT) 

known to me to be the persons whose names an: subscribed to the foregoing instrumc:Jt. and aclclowledgcd to me that they executed the same for the pwyoses and 
consideration therein expressed. 

Given under my hand and seal o f off}ce this the, _ __ ?._~ ___ day of 

~ j~;;~7~~ MONICA 'MARLOWE 
~ H~·· ~"{c. \ NOTARY PUBLIC ' '-; '...- ..... 
~ : ,~ .. , r /;; i State of Texas 
.. ' ....... l 

· ... '~'-·"\t.-\ r Comm Exp 10-30-99 . ·-.:?.~ .. / . . 
(·~• • uwu u ;: ww u ••••••• •' 

True and eonest 
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 Lea*eenom ~ 
dated August 19, 1998 by a nd between Dorothy Jean tliH, 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 Johnson, as Lessee. 

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

2. Lessee shall notify the owner of the soil a minimum of 24 hours before cutting any new road, if necessary, into or on the 1Jased 
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 
• . lfase 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 • • Jl is further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that 
• u ·o~y those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of 

• the leased premises . 
••• • • • 

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

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

8'.: • Lt;see further agrees to maintain all drill s ites and other portions of the surface used or occupied by Lessee, its successors or 
... ~~gns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional 

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

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

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, drill site, 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. 

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS Fll..E NO.~~ 
COUNTY OF REEVES -FTT.ED· lll'l/qR 
The above and foregoing_ iS a rutnrue and corred !ifi<*OIJraphlc copy of lhe 
ong1nal record now m my lawful cuslody and possess1on. as lhe same 1s 
fll I 

True and Correet 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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G cncnl u nd Office 
R.ellnq ub hm nr Act Le.:ue Form 
R.:vi.scd, Scplembcr 1997 

Oil. AND GAS LEASE 

nns AGREE~ i3 J'll2dc md entered into this 1 9 day of A ugust 19 9 8 bc::ween the SLJ.tc ofTc::us...&eting by and thmug.h ib 
agent. KPW Rev~cable Trust; MSW--vevocable 'trust:=a'nd KLR R evocable Trust 

;(f of 
------~5~5~0~~B~a~i~eJF~Y~~A~v~e~· ~r~S~U~l~t~e~~3~0~2~,~F~o~rJt~w~o~r~t~b~. __ T~e~x~a~s~--7~6~1~0~7L---------------~d~~~ 

(Give Pemunent Adaess) 
herein referred to ..., the owner of the: soil (whct.h.c:r one or more:), and,_~C~l~aL.YI--..J'T.._~ouh ..... nu..;S;t;Ol.L.lD"-------,----:-~------­
--------------------------f2~Q~3~W~~~W~a~J~J~.--~s~,~, ~j~t~e~~8~0uO~------------------~of 

Midl a n d , Texa s 79701 
(Give: Pamanc:nt Addles) 

hereinafter called L=ce. 

1. GRANTING CUUSE. For and in ccnsidcntion of the: amounts ~d bc:low and of the covenanb :md agreements to be: paid.. kept and performed by 
Lessc:1: under this lc:= . the: S~ ofT= acting by :r..od through the owner of the: soil. baeby gr.mts, Jc:= and lets unto Lessee, for the: sole: and only p~ of 
prospecting and drilling for and producing oil Jn4 gas, laying pipe linc.s, building tanks, stcri.og oil md building power swions, tdepbocc: liDo and other sou~ 
thereon, to produc:, save:, talc: c;u-c of. tre:U and lT3.1lSport said products of the: lc:lSC, t.l: c: following lands siru:n:d in R e e y e s Counry, Stale 
of T c::us, to-wit: 

The South 3 60 a c r es o f S ecti on 3 4 , Blo ck 5 5 , T ownshi p 5 , 
T &P R y. Co. S urvey. 

C(lnt.:linin..,g __ --'3~6~0>L-_____ aa::s, more or Jess. The: bonus consideration paid for this I= is as follow~: 

••• • • • • •• 
•••• • • • •• • 

•••• 

To the: s= ofT=: Two Thousand Sixty-t1vo and 50/100--------------------
Dcll :li"S (s. __ 2~. JJOu:6u2~ • .:::~5..~...0t__ __ ~> 

T · Two Thousand S ixty-two and 50/100-------------------o th: owm:: of the SOli:. __ -,:-:~_:;...,,...=:...;;.~::..=..::.;:..:..:;,_.=...:::...:.:~:!--=--=-;,__:_:...:....; __ _:_:....:..-=..__: ________________________ _ 

Doll= CS·--~2~. 0~6~2....,.""5'-!0"--_ _,)> 

Tool bonus~nsidc:::u.ioo: Four Thousand One Hundred T'venty-five and No/100---­
Dcll = (S· _ _ ...=4uru1u2iw5ol...t.,., ;QloU.£.0_~) 

Th~ ~ ~~mus ~nsideration paid repr=ts a bonus of, _ __:F::...::i-=f:...t~y-=-a.;:..:.n.:..d::.__N_o..:...:../_1:.;...:,0-=0.:..-__ - _-__ -_-_--=-=-,...----=----__ -_-_-__ -_-_-_-_-__ -_-__ -_-_ 
• Doll:ll"S (S 50, 00 ) per=· oc 8·2 . 5 net aa::s.. 

• • 
• 2. TE:it.'vi. Subject to the: other provisions in this le:lSc, this lc:J.S c: slull be: for a~= of Fiv e ( 5 ) y ears from this dllt 

(nc:r.:in C3l~d "primary te:mj and ;u long thcrnftc:r as oil and gJ.S, or c:ithe: ofthe:n, is 1=roduc:d in ?aying quantities from said la::d. 
As at1!~ C,is lc::lSc:, the: tenn ' produc:d in pay ing quantities" me=s that the rcetipts from the: sale: or otter authoriz:d cornmer.:ial use of the subsum;.:{s) CO'Vc:ed 
c::xcec:d out ~fpoc:lcc:l oper.uional ape= fer the: six months last past.. 

•••••• • • 
3. Delar Rentals: If oil or g:JS an paying quantities is not being produced from the premises on the first anniversaT} date of this Lease and there are then no drallang 
operations being conducted on the prcm1ses, then th1s le:lSe shall tennanatc unless. on or before such :mnl\ersaa: date, Lessee shall pay, y, direclly 10 the o"ner of the soil 
and a like amount paid or tendered to the COMI\IISSIONER OF THE GENERAL LA:-.iD OFFICE OF THE STATE OF TEXAS. AT AUSTr.-.:. TEXAS. a deJa, ren1al an 
th.: amount specified in the follo,,ang schedule mulliplled by 1he number of acres then co,cred b) th 1s lease. ''hich payn1ent. ''hen 1imely made. shall continue 111is lease lor 
a period of one (I) add1tional year. In lake manna and upon payment of the amounts set out an the follo,,ine schedule. this lease mav be funher continue for succcssi'e one· 
year periods during ll1e primaa: term of thiS kase provided that paym~nt is m~dc on or before Lh.: anni,ersa.;:. dale · 

Anni\ ersnrv Date Ddn' Rental per Acre 
First S 1.00 
Second S 1.00 
Third S 16.67 
Founh S 16.67 

True and Correct 
copy of 

Original filed io 
Reeves County 

Clerks Office 



. 4. PRODUcnON ROY ALT!E.S. Upon pro<!uction of oil :1t1d/or gas, Lessee agrc.:.s to pay or cause to be paid on-:-half(l/2) of the royalty 
prova~ed for in this lease to the Commissioner of the Gc:leral Land Of!i~ of the SUte of Texas, a.t Austin, Te=s. and one-half (112) of suc!l royalty to the owner of 
the soal: 

(A) OU.. Royalty pay:lble on oil, whic..i is defined as including all hydrocarbons produud in a liquid forr.1 at the mouth of the well and also as all 
condensate, distill:ue, :ltld other liqu id hydroc.ltbons recovered from oil or gas run t.~uough a scpan!.Or or other equipme:1t, as bc:einafk: provided, shall ~ . . 

Ji, 16 part of the gross production or the mancet value t!Je.-eof, at U:e option of the owner of the soil or t.ie Commissioner of the 
General Llnd 0 C.:, suc..i value to be dc..crmin.ed by I) the h.ig.l::e:st pc~d price., plus ;1remium, if any, offered or paid for oil, condc:ua:.c., distillate, or otl:cr liquid 
hy~ns., n:spcc-Jvely, of a like type and gravity in the general area when: produc.:d and when run, or 2) the hig)le.st muk:t pr.c.: th=f offered or paid in the 
general lt-ea when: prod~d and when run, or 3) the gross ,;ln:>Ceec!.s ofth: sale th:reoC, whichever is the gre=r. Lcsse: agre-...s tha.t ~fere any gas proeuc.:d from the 
leased ;~remises is sold, used or proc=d in a plant, it will be run .5u of ccst to the royalty owners through an adequate oil and gas separ.u.or of conventional type, 
other equipment at leas1 as efficient, so t.'lat all liquid hydrowfoons n:cove:able from the gas by such mc:uu will be rc--..ovc:-::d. Tne r:quin:ment that such gas be runor 
throug)l a separ.u.or or o ther equipment may be waived in writing by the royalty owners upoa suc!l tc.rms and conditions as they pr-..seribc. 

(B) NON PROCESSED GAS. Royalty on 311Y gas (ine!uding Oar-ed gas), which is defmed as all hydroc:ubons :ll!d gaseous substances not defmed 
as oil in subpanyaph (A) above, produc.:d from any well on said land (.e:cc..--pt as provided herein with respect to gas proc=d in a pl31lt for the c:xtraction of 
g asoline, liquid hydro~ru or other products) shall be 3/ l 6 part of the gross ptoduc<.ion or !he roarlcet vah.:e th=t: a.t the option of the 
owner of the soil or the Commissioner of the C-cnc:r.U L;md Offi~. such value to be based on the highest ma.rlcct pri~ paid or otfen:d for ps of comparable quality in 
the genenl :u-ea where prcdu~d :LIId when lllil. or the gross pri~ paid or offered to the produc.:r, whichever is the greater, provided that the maximum pressure base 
in measuring the gas under this lease s.ball not at any time a=d 14.65 poWlds per square inch absolute, a.cd the standard b= te-:nper.l!l.lr: s.ha.ll be~ (60) 
degree3 Fahrenheit, cor-reaioa to be made for pressure according to Boyle's uw, and for spceinc gr<Mty according to tests r=.de by the Balan~ Method or by tbe 
n::cst approved method oftesti.ng being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas p~ssed in a gasoline plant or othe:- pia. it for the recovery of gasoline or other liquid hydrocarbons 
sh:lll be 3 / 16 part oft..'le residue gas 31ld the liquid hydroCJ.Ii:>cns c::;ro-ac;-...:d or t!l: rnz.rlcc:t Yalue t.ie:-eot; J.1 the option of the 
owner of the soii or the Com;nissioner of :.he Gc::1eral Land OEic.:.. AJJ royaltie-s c!ue her:in shall be bas~d en one hundred pcrc..-:-~t (100~~) ofUH: total plant 
production of n:sidue gas a.t:ribuuble to gas prcduc.:d from this lc::u.:, a:~d on fifty p=t (50%), or that pe:cent accruing to Lesse:, whic~ev::-r is the grc.a.ter, of the 
total plant production ofliquid hydroc:lrbons 30ibutable to the ~ produc.:d from this lease; proYice d that ifliquid hydrcc:u-bons ue re~::red from gas j:lro=d 
in 3 pl31lt in which Lessee (or its pare:1t, subsidiary or a.ffilia.tc) 0\•m.s :!Il inte.-est, then the pcn;::ll.lg: applic:lble to liquid hydroC.lri:ons sr.z.ll be ftfty p<:rc.::H (50%) or 
the hig.~c::;t percent ace:1.1ing to a t.'lird party ;~recessing g~ t.'troug..ra suc!lpiaat under a proc.:!:.;ing ag:r.::n::1t oegot!:~:.d :u arm's leng-~'1 (cr if there is ~o st.:c!:l third 
party, the hig.':est perc.:r.t the:t being spediied in ;:~roc.:ssL'1g ag..-:c:n:nts or contr:lc:S in tb: industry). wl:ichever is the ~:u:r. The =~e::tive royalties on rcsic!ue gas 
and on liquid hydzcc:ubor-.! shall be dete:-:nined by 1) t..'le hig;:est m:ulc:t pri~ p:lld or ol!"ered fe r any gas (cr liquid hydroc:mons) of col:lpanble quality in :..ic 
general are :a., or 2) the gross pric:: ;:>aid or oEered for sue:!! re~:due ps (or the weig.it.ed av:r.1ge g;oss ~lli.ng pric:: !"or the respc<.::ive gr:u!es o f liquid hydroc:irbons), 
wh ichever is the gre:u.cr. In no eYcnt, howeve-:, shall the roy:l.ltics p ayable Wlder Lbis par>..pph be less than the royalt.:es which would have xe:t due h3.d th.: p.s not 
been proc:ssed. 

• • • (D) OTiiER ?RODUCTS. Royalty o n carbon blade, sulphur or :my other procuc-..s produc:::! or mar.uf:1crur-d 5-om/ oas {cxe:;:ting liquid hydrocarbons) 
wl1t.-'1ti ~~d g:u be ·casing..~::l.d, • ' dry," cr any ot.'lcr gas, by fr=:ionating, burn ing or :my other ;m:=s:ng shall be 3 _16 pm oft.'lc 
r,.ro~ Jl6~duction of such produc:s, or the market value thereof, :u the option of the owne: of the soii or the Commissioner of the Gcner.;l L.:>nd Oflic:, such ::1arket 
va)u~ i~ '1 determined :lS follows: I) on the basis of the highest market pric: of elC~ prc duc-: for ;J;e same mont..'l in wh ich such produc-: is prodt.:c::d, or 2) on the 
basis of the ave::1g: gross sale price uf ::!cl! product for the same m o nt.i in whid1 such products are ;>rodueed; whichever is the gre:u:r. • . ~ 

• • • • • .5. 1\.iDilMUM ROYALTY. During any ye :;r after the expir:ltion of the primJ!)' te:-:n of this lease, if this le.ue is maintained !)y production, the royalties 
paidtflft!r :his lease in no event sl:all be less than an amount equal to the total annual d:la.y re:ttal hcr:in provided; other-vise, !.here shcll be due and payable on or 
bef¥(FAJ-.~t d:~y c~the :r.cnth succ::: diog the annivers:u-1 d;ue of this le:l.Se a sum equal to the total :mnual rental less the amount of royalties paid during the 
pr::::..--ding !e:u. l:fP!I:f~sph 3 oftt.i:J le:1:1c rlocl aoe lJX-d] a de! a) teats:! cmoeJJI; the;, for the pur;;oses oft.iis paragr:~ph, the del ... y r:ntal amount shall be one 
dollar fS 1.00) per ac..-e . 

• •• •• •• • 6 . ROYALTY IN KIND. Ncrwitbt31lding any other provisi·.a in this le:l.Se, at any time or from time to time, the owner of the soil or the Commissioner 
of the Gc:nCII'al Land Offic.: m:ry, a.t the option o f either, upon not le ss than si."Ct"f (60) d::ays notic.: to the hc:dc:r of the lease, requi.-e th:>.t th: paymc:1t of any royllties 
acc:t:rrg•to~uch royllty owner under this lc::lSe be made in kind. The own:r of the soil's or t.'le Comr.::issicne: of the c~neral L.lnd Office's rig..it to t.ak: its royllty in 
kind shall not diminish or nega.tc the owner of the: soil's or the Cor:unissioner of the G:ne:al L311d Offi~·s rights o r Lessee's oblig:lrions, whc:11er express or implied.. 
under this lease. • 

7 . NO DEDUCTIONS. ~:agrees that all royalties :I.C:ruing under this lease (includin g thos: paid in kind) shall be ~thcut c educ:ion for the cost of 
producing, g.lthe:ing, storing. se ;1ar.ulng. ~:uing, dehydr.uing, compr-...ssing, proc.:ssing, tr:lnSporting, and otherwise making th e oil, gas and other produc-..s · 
hereunder n::~dy for sale or use. Lessee agre-...s to compute and pay royalties on the gross value rec:.:ived, including any reimbuneme:1ts for s:ve::mc: wes and 
production re lated costs. 

&. PLA..'rr FVEL Al\ID RECYCLED GAS. No royak; shall be p:1yable en any gas as may represent t.iis lease's proportionate share of3lly fuel used to . 
process gas produc::d hereunder in any ;Jroc:ssing pl:mL Nocwit.'-..sunding any other prov:.Sion o f this le:lSe, 31ld subject to the written cons : nt of the owr.e: ofth~ ;oil 
31\d th: Commissioner o f the Gener.ll l.:L'1d Offic.:, Lcsse: m~y r:cycle p.s for gas lift pur,:oses on L'lc kJ.Sed pn:;";1iscs or fe r inj ec-Jon in:c any oil or gJ.S ?roduc:ins 
fonnltio n underl ying the le:l!ed premisC3 ~er L'le liquid hydroc~bons conuined in the gJ.S hlve bc::1 r::nove~ no royal tie;; shall be: pay~le on the :::yc!:d gas 
until it is produced 31\d sold or used by L=ssc:: in :1 mlllller which c::ttitlc:s the roy:llty ownc:s to a royalty under this l::lSe. 

9. KOY AL TY PA 'rMF.'ITS A.'ffi REPCRTS. All royalties not LJ].;e:t in kind sh:LIIl:c ?aid to the Corr.missioner of the Gcnc:<ll L.lnd Oflic: J.1 Austin. 
T c:xas, in the following m:mner: 

Plyment of royalty or. produc:ion of oil and gas shall be J.S prov ided in the rules sc:: for.h in the Tc~as Register. Rules c~.:.-n:ntly provic: t.1~t royalty _on oil is <b= 
3..,d ml:St be r: c: iv: d in t..':e G::teral L.lnci Offi;;: on o r befor: :.he: 5 t.i day oft.'lc second ::tenth s:.:cc:: c ing the: month cfproduc:ic n, 3..,d ~yal :-1 on ps ~ d~oc. J!l~ ~ ­
must be rccdved in the General L3lld Of:: c.:: on or beior: the 15th day o f :.ie sc ~ond mon:..'l succ.::: cins the month of produc:.ion, accompan ied by the :u·uc!~vat ~ : u.- _ 
owner. :n31\J.gc r or other :~uthoriz.d a.g:nt. com:>k !ed in the fer.n J.nd mar.nc:: prcscriixd by the C-c:n:.-:tl Lmd Offic.: and she wing the: :p-css :1:nount :1r.d disp~slti~:t. o r 
all oil ;).lld gas produced 31ld the mMk:t value o~· ;J;e o il and ;ps. tcg: t.'ler w it.1 J copy of aJI doc:.::r:c::t.s, r~cords or re;:ort.s c:.cniirming the ;ross prodt.:c:: ion. d•sr.c s:t:on 



~d market value !ncluding gas meter readings. pipeline n::ceipu., g.:u line receipts a.od other chcd:s or memoranda of amount produced 3lld put into pipelines, tanlcs 
or pools 3lld g;u hnes or ias storage, and any oL'=" reports or records which !lie Gc:oen.l Land Office may require to vc.ri."'y the gTOSl production. dispo5ition and • 

' ma.rlc:et value. In all C3.Ses the ;authority of a m.anazcr or a&ent to act for the Le= hen:: in must be filed in the Gcnen.l Land Office. Each royalty payment shall be 
accompanied by a c.hcclc stub, schedule. summary ex odlcr rcmitt.ancc a.dvice sho_wiog by !lie SS3ig;ncd Gcnc.ral Land Office lease number the amount of royalty be· 
paid on each lc~ lfl.asee pays hil royalty on or before thirty (30) days a.ftcr !lie roy-alty payment vns due. then Lcs.see Owe3 a penalty of 5% on tbc royalty · l.llg 
S25.00, whichever is greater. A royalty pii)"!!li:Dt which is ove:r thirty (30) days !au: shall accrue a paulty of~~~ of the royalty due or .$25.00 whichever is~ 
In addition to il penalty, royalties shall accrue inten:st a.t a ra1e of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue. · 
Affidavits and supporting dc;>cwnenu which are not fi.l;d_when due shall incur a penalty in ;m amount 5ct by the General Land Office administrative rule wh'c:h . 
effecti_ve on the date when the affidavits or supporting documc:1ts wuc dr.;e .. The Les= sh.all bear 0111 responsibility for paying or causing royalties to be paid alll 

prescnbed by the d~ da.tc provided herein. Payment of the delinquency penalty shall in no way opcnrz: to prohibit the State's right of forfeiture as provide.:! by 1 
nor act to postpone the date on which royalties were originally due. Tile above penalty provisions sh.all not apply in= of title dispute as to the Stale's P«tioa ~~ 
the royalty or to that port.\n of the royalty in dispute as to fait tr:~t value. 

• 1_0. . (A) RESERVES, CONTRACTS AND 01'HEt RECORDS. Lessee shall annually furnish the Commisslocer of the Goeral Land Offic:: witlt 
Its best pos:nble estimate of oil and gas reserves ~mde.rlying this lease c r allOC!ble to this lease a.od sh41ll furnish said Commissioner with copies of all cootn.as under 
which g;u is sold or processed and all subsequent agreemenu and amendments to such cootracts within thirty (30) days alta entering into or m.aking suc.'l contracts. 
agreements or anw.uiments.. Such contracu and agr=.cnts when received by tbe General Land Office shall be held in confidence by the General Und Offic:: unless 
otherwise authori:z:d by Lessee. All other contraas and m:ords panining to the production. traruporwion. sale and markc:ting of the oil and gas produced on .said 
prcm~ including the boob and accounts, receipts md di.sclurges of all ~lis, tan1a, pools, meters, and pipelines shall at aD times be subjea to inspection and 
examination by ~ Commissioner of the General Land Office, the Attorr.ey C-ceral, the Gov=or, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Writte:l notice of 311 opetalioM oo this lease shall be submitted to tbe Comm.issioner of the G=n.J 
Land Office by Lessee or cpcr.uor five (~) days before spud date, wor!cover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Sucl! 
wricten notice to the ~ncral Land Office shall include copies ofR..illroa.d Conunission forms for application to drill Copies ofwdl tests, completion reports.and 
plugging reports mall be supplied to the ~neral Land Office a.t the time they arc filed with the Tens lUi! road Commissioo... All applications, permits, reports or 
other filings that reference this le= or any specific well on tbe leased premises and !llat arc submitted to the Tc::xas R.lilroa.d CAmmission or any other governmental 
agency shall include the word "SI.l.t.c" in the title. Additiorully, in =rd:Ulce with R.:Ulroad CornmC.sion rUles. any signage on the leased premises fo r the purpose of 
identifying wells, tank battc:ries or other associated improvements to the J:md must also incluee the word •sUic. • L=ce shall supply the ~n:ru Land Office witll 
any records, memoranda, a.cccuou., n::;:orts, cuttings :md cores, or othc:r information relative to the opaa.tioo of the abovc-<iesc-ibed premises, whic.'l may be 
requested by the General L=d Office, in addition to those herein expressly provided fer. Lessee shall have an dectrical and/or ra.dioactivicy survey made oo the 
bo:-e-hcle section, from the base of the surfac:: casing to the total depth o f well, of all wells drilled oo the above dcsc:ibed prcciscs :uJd shall transmit a true copy of 
the log of e::G.'l survey on e:~ch well to the Gener.ll Land Office wiL'1in fliL--en (15) days after the making of said survey. ; 

(C) PENAL TIES. Lc:s.se: shall incur a penalty whenever reports, documents or other ma.tczials arc not filed in the C-e:Jeral Land Offi~ wbc:t 
due. The penalty for la.tc filing shall be set by the General Land Office administrative rule wbic.'l is effective on the date when the materials wen:: due in the C~~ 
Land Office. ·· 

11 . DRY HOLEICESSA TION OF PRODUCTION DlJRING ?RL'vfARY TE:~ .. 'vi. U: during the primary t=:m hereof and prior to discovery and produc-.ion 
of.clil.~ on said land, L.:ssce should drill a dry hole or holes thereon. o r if during t.'1e pr.rnary t!:rm hereof and after the discovert ;and acual production of oil or 
gas4'romthe leased premises such production the:-ecfshould =from any c:lusc. this le:JSe s!:lall oot tc:rminate if on or be:orc the expiration of sixty (60) day~from 
dat~~iooompletion of said dry hole or ccs.sation of production Lessee commences addi tional dr.lling cr rework1,g opc:r.uicns L'l=n.. or pays or tenders the next 
anFl11~·de"y rental in the 5ame manner as provided in this lease. If, during the la-:t year of the primary t.enn or within sixty (60) days prior !.hereto, a dry hole be 
comp~e:cd and ab3lldoned, or the production of on or g:J.S should ce;ue for any c.:u .sc, Lessee's rights shall remain in full for= and effect withcut further opcr.1ti2ns , 
untiLW~xpir.uion of the primary term; and if Lessee has not resumed production in paying quantities at the c::xpir.uion of the primary term, L:::.scc may maintain this 
lea!i Q~ ~nducting additional drilling or reworking operatioru pursuant to Pa.ragnph 13, using the expiration of the primary term as the date cf cessation of ·. 
productio'l under Pa.ragr.1ph 13. Should the lint well or any subsequent we!! drilled on tbc-1lbove desaibed land be comple:cd as a shut-in oil or g;u well within the 
pri~ ~ he reo( Lessee may resume payment of the annual rcnt.:U in the same manner as provided herein on or before the rental paying dat= following the 
expintion of sixty (60) days from the date of completion of suc.'l shut-in oil or g;u well and upon the failure to make suc!l payment, this le:tSe shall ipso facto 
termitate. If at the expiration of the primary te;m or any time thereafter a shut-in oil or gas well is JOQted on the leased premi.se..s. payments may be mac!e in 
ac~~.: with the shut-in provisions hereof: 

• • 
••• •• ~2. DRlLLING AND REWORKING AT EXPIRATION OF PRJMARY TE.~\{ It: at the e::piration of the primary te..-m, neither oil nor g;u is being 

prodSced o'h said land, but Lessee is then engaged in drilling or reworking ope::uions thereon, this lease shall remain in force so long as oper...tioru on said well or fo.r 
drill ing or reworking of any additional well are prosecuted in good faith and in-wo rlcmaclike manner without iote..-ruptions :otaling more than sixcy (60) days during 
any one suc!l opel'atioit. and !f they result in the production of oil and/or gn , so long therc:Ukr as oil and/or gas il produ~d in paying quantities from said land. or 
payment of shut-in oil or gas well roy3ltie.s or compensatOry roy alties is ma.Ce as prov ided in this le:lSe. 

1.3. CESSATION, DRllliNG, A."'D REW'ORK.ING. u: after the expiration of the primary t!:nn, production of oil or g~ from the lc:;ucd premises, a..ft=r 
once obtained, should =e from any cause. this lease shall not tetrnina.u: if ~sse: carnmences additional drilling or reworking Oper.ltions within sixty (60) days 
after such cessation. and this lease shall remain in full force and effect for so long 3S such operations continue in good faith and in worlcmanlilce manner without 
interruptions totaling more than sixty (60) days. If sue. 'I drilling or rewcrlcing operations result in the production of oil or g:l.S, the lease shall remain in full forte J.r.d 
effect for so long as oil or gas is produced from the leased premise.s in paying quantities or payment of shut-in oil or gas well royalties or payment of compensator)' 
royalties is made as provided herein or as provided by Jaw. If the drilling or reworking operations resul t 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 afl.cr the completion of the well as a dry hole, and this le:lSe 
shall remain in e ffec t so long as Lesse::: continues drill ing or reworlcing o perations in good faith and in a workmanlike manner without i:Jte..-ruptions totaling more 
than sixty (60) days. Lessee shall give wricte:1 noti~ to the ~neral Land Offi~ within thirty (.30) days of any c ::.ss~tion of production. 

14. SHliT-IN ROYAL TIES. Fo r purposes o f this pangnph, "well" me:ms any well that has bc:n assigned a well number by the state agency ~avin.g 
jurisdiction over the production of oil and gas. u: at any time wr the eX)liratiOn o f the primary term of a lease that, until bei.."lg shut in, was !;eing ma.intamcd !n . 
force and e ffect, a well c:~pabl e of producing oil or gas in paying quantities is locau:d on the leased premises, but oil or ,psis no t being produ~d fo r l :~ek ofsu1uole 
production facilitic3 or lack o f a suitable market. the:J L.:ssee may pay as :1 shut-in oil or glS royalcy an amount e qual to do ub le the ann ual r:ntal provided in the 
lc;uc, but no t lc~s than Sl.200 a ye:1r fo r eac h well c:~pab lc of producing oil or gas in paying qu:mtitic:s. lfPan~h j of J .:s lc:ts~ de<s iiOt specify a d.ls) :•P?1 

ema" nl •b k ~ for the purpos: s o f this par.Jg.raph, the de lay n:::1W amount shall be one doll lr (S I.OO) pe r Jc;e. To be effc ::ive, each initial >hut-in oil or g :lS royalt:' 
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must be paid on or before: (I) the expir.Woo of the primary term, (2) 60 da)'3 aJ'tcT the L=ee ceases to produ~ oil or gas from the l=d premises, or (3) 60 days 
after L=e C:O~plete:s a drilling or ~g opentioo i.o accordance with the lease pro~isioas; whlcb~er date is latest. S~ch ~aymcnt shall be made onc-half(l/2 
to the Comm1ss1oner of the General Land Office Jnd one-half (112) to the owner of the SOil. If the shut-Ill oil or r:as royalty IS p&Jd. the lease shall be conside:-:d to~ 
a prod~cing lease and the payment shall a1end the term of the I= fo r a period of one yeM from the end of the primary tern\. or from the first day of the month 
followmg the month in wbic.'l production ceased. :md. after that. if no suitable production f.lcilitie:s or suitable marlcet for the oil or gas cxisu, Lessee may c:x.te d ~ 
lease for four more suec.:ssive periods of one (I) year by paying the wne amount e.a.ch )"C3t oa o r before the cxpintioa of e<ae:J shut-in year. .c 

15. COMPENSATORY ROYAL TIES. 11; during the period the le-ase is kept i.o effect by payment of the sbut-i.o oil or gas royalty, oil or gas is sold and . 
del iv~red i? pa~r: q~ti.ties ~m a we~ loc:3ud wi_tbi.D ooe ~o~d (1,000) feet o~the leased p~~ omd completed i.o the same producing ~oir, or in zny 
c~ 111 wh1ch dra.in'lle IS oecumng. !be nght to coctlll~ to mamUlll the le:ue by~~ tl:e sbut-111 oil or gas royalty sh.alJ =·but the le:ue sh.311 re:::uin effc~ · 
for the remain de-: of !he Ye<Jr for which the royalty has been paid. The ~ m;zy maintaic the I= for four more suc=ive ye= by ~ paying co~ c 
royalty at the royalty rare provided i.o the lease of the mulc:t value of production from the ~~u c:ausing the c1.ra.izuge or which is completed in tbe same Producing ry 
reservoir :~t~d within one thousand (1,000) f=t of the le:=d premises.. The compensa.tOry royalty is to be paid monthly, ooc-h.alf(l/2} to the Coauuissioner of the 
General Land Office and onc-half(l/2) to the owner of the soil, beginning on or before the last day of the month following the month i.o which the oil or :as is 
produced from the well causing the dnin:a&e or tba.t is complc:ed i.o the .same producing =voir and located within one thousand (1,000) feet of the leased Pr=ise:s.. 
If the compensatory royalty paid in arry 12-monlh period is i.o an amount less than the annUal sbut-i.o oil or gas royal!)', Lessee shall pay an amount equal to the 
d ifference wilhia thirty (30) days from the end of the 12-month pcricd. Compema.tary royalty payments which are not timcly paid will acauc: pc:nalty :md in~ertst In 
:accordance with Parauapb 9 of this lease. Nooc ofth= provisions will relieve Le:ss...-e oflhe obliptioo of reasonable development nor the obligation to drill ofFset .· 
wells as provided in Tc:as Narural Resou:ree:s Code 52.173; however, :at the de=mina.tion of the Commissioner, and with the Commissioner's written approval., the 
payment of compcnsa10ry royalties C3D sarisfy the obliption to drill offset wdl:s.. . 

16. RETAINED ACREAGE. Notwithstanding any provision of this le:ue to the eootr.uy, after a well producing or C3pable o f pro<tucing oil or g.u has 
been complet..--d oa the IC3Sed premises, Lc:ssee shall cxrn:ise the diligc.nee of~ n:::I:SOnably prudent ope:r.uor ia drilling such additional well or welu as may be 
reasonably necessary for the proper development of the leased premise and in rn.ariccting the production thereon. 

(A) VERTICAL In the event this lease is in fore: and cffec: two (2) years :lftc:r the c:xrira.tion date of the primary or c::xtended term it shall then termin.uc 
as to all of the l=d premises. EXCEPT (J) 40 a= surrounding=:.'! oil well c:apable ofproduc:.ng in p:tying qU:~t~ti ties and 320 =surrounding each ps well 
c:~p~ble of producing in paying quantities (including 1 shut-in oil or glS well as provided in Pangr.~.ph 14 bcn:ol), or a well upon which Lesse-e is then cng:~gcd in 
cont.inuous drilling or reworking ope.r.llions. or (2) the number of acrc.s included in a producing pooled unit pursu.:u~t to Tc:xas Narural Resources Cofe 52.15 I· 
52. I 53, or (J) such gre31.er or lesser number of= as may then be allcc.:u.ed for production purposes to a pror.uion U.'"lit for e:!ch such producing weU un~: the rules 
and reg11l:u.ions of the Railroad Commission ofTc::us, or arry suc=sor agency, o r other governmental authority h:lving jurisdic:ion. If aL any time after the effective 
date of the par1ial termination provisions baeot: the appliC3ble field rules are changed or the :well or wells loeat.ed th=n := reclassified so that less acre:~ge is 
the~ alloc:~ted to said well or wells for production purposes, this le3Se shall thereupon te:m.inat: as to all ac-..:~ge not the:re3fter alloc.:ut:d to said well or w;tlls for 
producuon purposes. Norwithst:~t~ding the tc:nnin:u.ion of this le3Se 3S to l portion of the lands covered hereby, Lessc: shall nevertheless ccnti.oue to have the right of · 
ingress to and egr=ss from the lands still rubj= to this IQSe for 3.11 purpcse:s descibed i.o P~h 1 hercot: together with C3Scments and rights~f-w~y for existing • 
roads., c:xisting pipelines and other existing facilities on. ove:- and across all the lands desc..;bed in Paragraph I he:cof(":he re:a.ined l:~t~ds• ) , for access to 3./ld from the 
r::uir.ed lands anc ~or the gathering or tr..ns;>orution of oil, gas and other mineral s ? rodue:d from t!le retained lands. 'I' l 
••• • • • t 
• • • (B) HORlZONTAL In the eve::t this leJ.Se is info~ ar1d effect two\-} ye~ a.fta the c:x;:Jir.ltion dat: of the priz=ty or enended te:m it shall further \) 

~.,.~•IS as to all depths below I 00 fe:t below the tot.al depL'l drilled (hereinafter "de:pcr depths") i.o e:l.Cb wellloc=d o n aauge reuir.ed in Paragraph 16 (A) . 
~.-.c:. 81les.s on or before two (2} ye;ys aft= the primary or exte:lde:i term L=ee pays an 31Tlount : qual to one-half (112} of the bonus originally paid as 
con'¥ deration for this leJ.Se (as specified oa page 1 hereof). If such amount is paid, this lease shall be in forc:e :~nd effec: as to Sllch de:per depths.. and said • 
tc~ion shall be delayed for an additional period of two (2) yell'S and so long there:lftc:r as oil or g;u is produced in paying qU311tit.ie.s froro such de: per depths 
c~Sy this lease. •• 

• 
• : • • • : (C) IDENTIFICATION A.'ID FlL.O'IG. The surface acre3ge retained hereunder as to e:u:!l wc:U shall, as ne:~~ly as practical, be in the form of a sq= with 

th:: w;ll loc:ued in the center thereo( or such other .shape as m:ty be approved by the Commissioner of the General bnd Office.. Within thirty (30) da)'3 aft.:r partial 
terrninatio•n of this IC3Se as provided he!": in.~= shall ex:cute and record a rele:ue or ::leases coct.Jining a satisfJct.ory legll desc.;ption of the ac:e:~ge and/or 
deii'W .:~P ret.lined hereunder. "Die recorded release. or a certified copy of same, sh.all be filed in the C-encral Land Offic:, a.ccompanie::l by the filing fe: prescribed 
b:- ~e Ge~crll Land Office rules in effect on the 6u: the release is filed. lf l..e$see fails or re~ to execu~ and record sue~ rele:ISe o r releases within ninety (90) 
da~~'\.2\eing requested to do so by the ~:-al l..Jnd Offic=., then the Commis.sionc.r :1t his sole disc:-etion may daign;u.e by written instrume:11 the ac:rnge 3.11dlcr 
dept!s to ~ rele3Sed hereunder and record such iDSt1Uttlent at U='s c:q:ense i.o the county or counties where the lc:ue is locted and in the official records of the 
Gcnerll Land otpce.and such designation shal l be binding upon Us.se: for all pwpose:s. 

17. OFFSET WELLS. Neither the bonus. delay rent.lls. nor royalties paid, or to be paid, under this le3Se shal l relieve~~ of his oblig:~tion to protect 
the oil and gas under the above-<lescribed land from being drained. Less.:::, sublessee. receiver o r other ag:nt in control of the leased prc:-:1i.ses shall drill as many 
wells 3S the factS may justify and shall use :~ppropriate means and drill to a depth nece:ssOIJ')' to prevent undue drainage o f o il and gJS from the lelSed premises. In 
addition. if oil and/or g;u should be produc:.=d in commercial quanti tia within 1,000 feet of the lc:ased premises, or in any C3Se where the IC:ISed premises is being 
dr:Uned by production of oil or :as. the Lessee:, sublesse-e. receiver or other Jgcnt in c:ont:rol of the le3Sed premises shall in good faith be: gin the drilling of il well or_ 
wells upon the leasc:d premises within 100 days aftu the dr:lining well or wells or the well or wells comple~d within 1,000 feet o f the leased pr:mises start producing 
in ~mmercial qu:~t~tities :~t~d shall prosecute such drilling with dilige:.c:. Failure to satisfy the swut.ory offset obligation may subject this le3Se and the owner of the 
so il's agency rights to forfeirur:. Only upon the dcter.nin:uion o f the Commissioner of :he Gene-ral Lmd Offic: and with his wrinen approval may the payment of 
compe:1satory royalty under applicable starutory paramet= satisfy the oblig:uion to drill an offset well o r wells required under this p3r.l.gn~h. 

18. FORCE l'vWEUR.E. If, afk: a gocd faith effort, Lessee is preve:~t:d from complying with any express or imp lie:! eove::ant of this le3Se, from 
conduc:.ing drilling oper.u.ions o n the le3Sed pre:nises. or from producing oil o r gas from the le:l.Sed premises by reason ofw:~~, re!xll ion, riots, s:rilccs, acts of God. or 
any vJiid order. rule or regul:~tion of govcmme:lt authority, the:J while so pr:vcnted, Lc.ssee's obligJt.ion to comply with sue~ covcn:~t~t shal l be suspended and Lesse: 
sh:!J I not be liable (or damages for failure to ~mply with sue~ coven.lllts; additionally, this lease shall be extended while Lc.sse: is preven t:d, ~y any such c:uue, 
fro r.1 conducting drilling and reworking oper.u.ions or from produc:ng oil or g35 from the le:1.sed pre:nises. Howcve:, nothing in this P&ra%-'"3i'h :hJII sus~cnd the . 
paymc:ll of delay renl.lls in order to mainuin this leJSe in effec:t during the primJ.r/ ter.n in the abse:1c: o f such d.~lling o r re·..,o rking opc ntions or productioo of 0 11 

or g:u. 
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19. WARRANTY CLAUSE. T ne owner of the soil"Natr.l/1ts and agrees to defend title to the leased premi$C5. If the owner o f the soil defaults· 
payments owed on the leased premises, !.'len ~e may redeem the rights of the owner of the soil in the leased p~ by paying any mortgage,ta;t:s or

111
th . 

on the leJSed pre.mises. Ifl.cs.see makes paym-:nts oo behalf of the owner of the soil under this p~~r.~grnph, !..esse: may reccver !he cost of these payme:us r:,roe~eos 
rental :md roya.lues due the owner of the soil. · 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the own~ of tbe soil owns l::s than !he c:ntire undivided .n:rhc.c: csta1e in the abo 
~escribed I ;mel, whether or not Lessee's inter:st is spe:;ified herein. then the royalties 3Jld renul)le.rein provided to be paid to the owner o f t!>e soil shall be p:li;~ hiQi 
m the proportion which his interest~ to t.hc entire undivided surface estaU ar:d !he royaltiC$ and rental herein provided to be paid to the Commissioner of the 
General Land Office of the State ofTc:a.s shall be Jilc~ propcr.:ionately reduced. Howe-ver, before L=c-e adjusts the royalty or r=tal due to the Comr:Ussio f 
~e Gener.U Land Office, l=ee or lW authorized rep=ntiUive cus: submit to the Commissiooer of the Gl:neral Land Office a w;ittc:l stat.:ment wbic!J explains~ 
dJSC:rep:mcy be:we::n th~nt=t purportedly l=d under !his lc= and the <=Ual inn:rest owned by the owner oftbe soil. The Commis.sioner of the General Und 
Of'ice shall be paid tt:e value of the whole production allocable to any undivided i.ot.erest not covc:-:d by a lease. lcs..s the proportionate developmct :111d producti 
cost alloc:~ble to such undivided interest. However, in no event shall the Comr.Us.sioncr of the Gc:nc:nl Land Office receive a.s a royalty on the gros;s production on 
allocable to the undivided interest not l=d an amount Jcs..s than the value of one -sixt.::nth (1116) of such gross. production. 

(B) REDUCTION OF PAYMENTS. I~ during tbe prim :It)' t.erm, a portion of the land covered by this Jc:~ is included within the boundaries 
of a pooled unit that has be..~ approved by the School Lznd Board and the owner of the soil in a.c;orda.oce with Nalllnl R.esoun:es Code Se-;Uons 52.!5 1·52.154 ~ 
U: at any tlme a.lkr the l::(pir:uion of the primary teTm or the c::xtc:nc!ed term., this lc:~ covcr3 a I= number of= than the toUl amount described here: in. ' 
payments that :lte roa& on a per aac: basis hereunder shall be reduced aculrding to :he number of acres pooled, rele:u..--d. =dc:red. or otherwise scvrn:d, 50 lhU 
payments dc:t=nined on a pc:r a=: basis under the te:ms of this lease during the primary term shall be calculated b~ upon the numbc:r ofaacs outside the 
boun~Cl of a pooled unit. or, if after :.h.e e:xpir.uioo of the primary term, the number of= ac:ually rc:tli.ocd and cove:~ by tlW lease. · 

21. USE OF WATER. L=ee shall have the right to use water produced on said land nc:ces.s:ll)' for opcr.uions under this Je:ue e::ccept w:uer from wells or 
tanks of the owner of the soil; provided, however, Lcs.see shall not usc pot.lble walc:r or water suiuble fo r livestocl:: or irrigation purpose:s fo r watcrllood operations 
without the: prior consent of the owner of the soil · 

22. AlffiiORlZED DA.\1AGES. ~c:e shall pay the owner of the soil for d.arnagcs =d by its operations to all personal property, im~rovc:rne:Jt:s, 
livcstoclc and crops on said land. 

23. PIPEUNE DE?TH.. Whe:-1 requested by the owner of the: soil, Less~ shall ~ury its pipcliocs below plow de;>L'l. 

24. WCLL LOCA TICN LIMIT. No well shall be drilled nearer than two hundred (200) fe:t to any house or bam now on said prc:n~ wit.'lout the 
wr.nen conse:1t of the owner of the soil. 

i 
25. POLLI.TT!ON. In devc:Jcping this JrC:l, L:ssc:e sh:ill use the highc:st degr-..e ofc:::u-:: and all proper safc:gUJJ'ds :0 prevent pollution. Without limiting the: 

forego ing. pollution o f coastal wetl:mds, narural waterways. rivers md impounded w:uer shail be prevc:nt.ed by the usc: of conuinme:~t fac:Jities sufficie nt to prevent 
sp il lage, sc::page or g:ound wat-:r coot:amiJurion. In the evc::1t of pollution. ~sec: shail use all m= at its dispo54l to rec:1p~ 111 :se3ped hydroc:1rbcns or other 
pol~tW md shill! be responsioie for ail damage to puolic and priv::tt.c: prope:-Jes. Lesse: shall build and mainu.in fe:1ces around its slush. rump, :md drainage pits 
antl.t.!JV.~ae:ies so as to prot.ect Jivestoc.lc against Joss, damage or injury; and upon completion or abandonment of 3IIY well or wells, Lessc: shall fill and level all 
sii.!S~ ,pl~i ar.d cell= ;md comple:.ely cle:m up the: drilling site of all rubbish the:-eon. Lessee shall, while conducing ope:-:u.ions on the leased pre:nis:.s, k::p said ., . 
prCifllties t::c: of all rubbish, cans, bottles, paper c.ups or g:t:·~age. and up<:n completion of opeC:U:ons shall restore the surface of the: l:md to as ne:lt its origin:il 
con.Jiuon md contours as is pr:ICric:l.ble. Tanks and equipment will be lccpt painted :md pn:.sc:ltable. 

• t 

• • • • • il6. REMOY AL OF EQUIPMENT. Subject to limitations in this pan.g;raph, Lessee shall have the right to remove mac~ in cry and f~ placed ~y 
Less!.! ect L'lc: l=d premises, including the right to draw and remove c:lSing, within one hundred twenty (120) days after the l::(pira.t:ioo or the termination of this 
le:l.\~lMV~ the owner of the soil gr.mts L=<:c: m extension of this 120-day period. Howevc::, ~= may not reroovc: easing from ;my well c.:~pablc: of producing oil 
and tas in ~aying quantities.. Additionally, Lesse: may net dnw and remove: casing until afte: t."tirty (30) days writ:..-n ooti~ to the Commissioner of the General 
L7.nd CJffice and to the owner of the soil. The owner of the soil shall be:;ome the owner of any rnac~inery, fi.xtun:s. o r casing whic."t ar: not timc:ly removed oy Lesse: 
un<!;~ ~i nms of !his p~h. 

• • 
17. (A) ASSiGNMENTS. Ur:c!c:r the conditions conu.ined in this pangnph and ?arag:-aph 29 of this lc:~. the rights andes~ of either party to !his 

l c:a.s!:rfay~ JSSigned, in whole o r in part, and the provisions of this lc::J.Se shall extend to md be binding upon their heirs, dc:vise::3., legal rep~nt.::tives, suc~ssors 
and assigns. However, a change or division in ownership of the land. rc::~uls, or roy:llties will oct enlarge the oblip .tioas of Lessee., di.r.li.'lisb the rights, privileges 
and :.suti:s of Lessee, impair the eF.c:ctive:~ess of my payment mace by L:ssc:: o r impair the effe:tivc:ness of any act pc:rfom:ed by L=e::. And no c. 'lange :>r 
division in ownership of the land. rc::~t.:lls, o r royalties shall bind Lcs..sc:e for any puf?OSC: until thirty (JO) days af..c:r the: owner of the: sci! (or his heirs, devisc::s,lcg:ll 
rep~ent.J.tives or assigns) furnishes the w sc:e witb satisfa.ctory wrinen evidence oilhe change in ownership, including the original r: ccrded munimc:nts of ti tle (or a 
cen:fic:d copy o f such original) wh.en the ownership c!Jang:d be-..= of a conveyance. A tot.:ll or partial assignment of this lease: shall, to the c:x:.ent of the inte:e.st 
assigned. relieve :md discharge Le:ssee of all subsequent ooligations under this lease. If this lea.se is assigned in its ent..irety as to only part of the a.cre:lgC.. the right 31ld 
option to pay rentals shall be apportioned :J.S between the s c:venl owners ra.L:lbly, according to the area of each, and fai lure by one: or more of them to pay his share of 
the r-..nt.:ll shall not :llfect this lease: on the part of the land upon which pro rau r:ntals are timely paid or tGnde:c:d; howc:Yc:r, if the J.S.Sig=1or or assignee docs not file a 
cer-Jiied copy of such assignme:lt in :.'lc: Ge:~c:ral L3nd Office before the next rent.:ll paying daLe, the e1t..ire lease: shall terminate for failure to pay the entire rcnul due 
uncer P3t3gnph J. Every J.S.Signc:e shall suc::.eed to all rights and be subject :o all obligations., liabilitles, and penalties owed to the Stat.: by the: original lessee: or any 
prier assignee o f the: lease:, including any liabil ities to the Sta~ for unpaid royalties. 

(B) ASSIGN?-.-lENT LIMITATION. Notwithst:mding any provision in P;t.~ph 27(3), if lhc: owner of the soil acquires this lease in whole or in part by 
a.ss i g:~mcnt without the prior wriaen approval of the Commissioner of the: General Lind Office. this lc:JSe is void as of the: time of as.sig;unc:nt and the agency power 
of the owner m3y be forfeited by the: Commissioner. An 3.Ssignment w ill be ~at:d as if it wc::-e mad: to the owner of !he: soil if the as.signc:: is: 

(I ) a nomine: of the owner of the soil ; 
(2) a corpo~on o r subsidiary in which the ov.11cr of the: soil is a prir.cip:!..l stockholder or is an employe:: of sue~ a ct:lrporalion or subsidiar,t; 
(3) a partnership in which the: owne: o f the: soil is :1 parmc:r or is :m employc::: o f such a partnership; 
(4) 3 prir.cipal stock.'-.older or employe: o f the cor,Jor:uio n which b the o wner o f the soil; 
(5) a pJ.rtner or empioye: in a partnc:;hip which is the: own:r of the soil; 

True and eorree£ 
copy of 

Original filed in 
Reeves County 

Clerks Office 



(6) a fiduciary for the owner of the soil ; including but not Wnitcd to a guardi.ln, trustee, executor, administrator. recdvcr, or conservator for the 
owner o f the soil; or 
(7) a family member of the owner of the soil or rel:uul to the owner o f the soil by marriage, blood, or adoption. . 

28. RELEASES. Under the: conditions conuined in this pan.gr.~ph and P:IT3g:r.1Ph 29, Lesse:: mzy at any time aec:-.1!.1: uad delive-r 10 the owner of the .
1 

· 
and place of record a rele:ue o r rele= covering any portion or portions of the le:ued prcmisd_ and thacby surrender this I= as to sue!! portion or ponions, li11S:~ 
n:licved of all subse quent oblig-Jtions as to ac:-cage surrendered. II any part oflhu lease is properly sum:ndercd., the delay n:nuJ due under this lease shall be n:du d 
fly the proportion that the: surrendered aaeage be :!IS to the ac:-eage which ~covered by thu lease irnmc:dia.t.c:ly prior to such surrender; however, such release wil~ 
not relieve L.:ssee o f any liabilities wbicb may have a.c:::nJed under this lease prioc to the surTCDder of such ac:re:1ge. 

29. Fl~ OF ASSIGNMENTS AND RELEASES. I! all or any pan oftlili lese is assip~ed oc released. such assignment or release must be recorckd. 
the councy wt:erc lhc land is siruucd, :md the rcGOrdcd instrument, or a copy of the ree.crded i.nstram::lt ccrti1jed by the County Ocrlc of the C:OWlty in which the 

111 

instrument is recorded, must be filed in the: Gcncnl Land Office within 90 days of the last c:xcanion dz.tc :accompanied by tbe prescribed filing fee. If any such 
assignment is not so filed. the rights acqu.ired unde-r this lease shall be: subjea to forfeiture at tbc option of the Commissioner of the Gcncnl Land Of5cc. 

30. DISCLOSURE CLAUSE. All provisions pertaining :0 the lc:ISC of the ~vc:-<k:saibed land have been included in this instrument.. including the 
st:U.cment of the true considcrarlon to be pa.id for the c:xeco..nioo o( this lease md the rights and duti~ of the partic:s.. Any coll:u.e-:al agrc::ments concerning the 
dC"Vclopmen t of oil and ga.s from the leased pre~ which are oot CCJnt.ained in tbU IC:ISC render this I= invalid. 

J I. FIDUCIARY DIJTY. Tbe owner of the soil Owe$ the State a fiduciary duty sod must fully cfuclose any fa= affecting the St.:u.c's inte~ in the Jca.sed 
premises. When the intc.-·c:sts of the owner of the soil conflict with those of !he St.:u.c, !he owner of the soil is oblig:ttcd to put the Sut::'s int.c:rcsts before his ~n~ 
in t.c:rc su. 

32. FORFEITURE. If U::s.sce shall fa.il or refuse to male: the payment of a.ny sum within thirty ~ after it becomes due, or if Lc:ssc: or an authorized 
ag-:11t should lcnowingly malce any faLse n::urn or false report concerning prcduc::ioa oc drilling. oc if L= shall fail or refuse to ail! any offset well or wells in good 
faith as required by law J.lld the rules and rczul:uions a.Copt.c:d by the Commissioner of the Ge.1e.-:ll Land Offic:, or if Less« should fail to tile reports in the manr.cr 
required by law or fail to comply with rules and regulations promulg:llcd by the Gen<T:IJ Ur.d Offic:, the School Land Board, or the R.:Ulroad Commiss1on, or if 
Lessee should refuse the propcr :wthoricy acc:.:ss to the records peruining 10 opcntioru. oc if Lessee or :111 :wthoriz:d agent should knowingly f.UI or refuse to give 
correct information to the proper 3uthoricy, or lcnowingly fail or refuse to fumi.s!1 the Gencr.U Land Offic: a correct Jog of 311Y well. or if Leslec shall lcnowin~ly 
v iol:ue any of :he material provisions o f thu lease, o r if t.'lis lease is usigned :111d the assig:unc:nt is oct fil ed in the Gcncr.U Land Office 3S required by Jaw, the rights 
acquir=d unde~ this le ase shall be subjec:: to forfc iru.-.: by the Commissioner, and he sh:ill forfeit S<Ur.t: wbcn suffic:ently infonned o f the facu whicb aln.'loiUc a 
forfeiture, and wl:o forfeit.c:d the area shall again be subj ect 10 lease uodc-r the t.crm5 of the Rclinqui.shmeot Act. However, nothing herein sh~l be constnJcd as 
waiving the Jut.omatic te:mioation of this lease by operation oflaw or by reason ofa.ny sp~:-::U limiu.tioa ar'.sing hereunder. Fcr."eiturc:s rr.ay be:;::: aside ill!d this 
le:l.Se ll11d all rig.".ts thereunder re :nstat.cd before the rig. 'Its of another interver.e upon s:uis:.~e:.; ry cvide nc:: to the Commissioner of the C-c:ncral Land Office of future 
compliance with the provisions o f the Jaw and o f this IC3Se and the rules and regulations tb.3t mzy be aeopt.c:d relative hereto. 

33. UEN. In xcorc!anc:: with Texas N:uur:ll Rc:sourcc:s Code 52..136, the St:ue shall h::lve a first lien upon all oil and gas produced from the area covered 
b;t.xhi5.1ease to se cur:: payment of all unpaid royalty and others= of money :.~ tn.iiY lx~rr.e du.e unda thu lease. By =;n.J.Oc:: of this lease. L=: gr.IIIU the 
.stv!,.i111!dditicn to the lic:.1 ;:rovidcd by Texas Narural Resources Code 52.!36 l!ld a.ny other ~plic::J.ble s<..m~tory fi ca, an ~pr-..s.s conc-:LCtU3llien on 3nd sc:urity 
in'ir;~!jn all Jc:ued mincr.lls in and e:mac-..ed from the le ased premises, all proc:eeds whic.'l rruy accue to Lc.s.sce from the sale of sue:. 'I leased minerals, whet~er such 
P~ii~)rc held by Lessee or by a third pany, and all f=s on and improvements :o the leased premises used in ~nnec:tion with the production or proc=ing of 
suc!!Jeased minerals in order to se::= the payment o f all royalties or other amounts due or to become due under this lease and 10 ~= payme::~t of any d:unages or 
loss that Lessor may suffer by reason o f Lessee's br::u:h o f my cove::~ant or condition of this lC3Se_ whether express or implied. T.1is lien and !eC'.uity inte:"C$1 mJy be 
fc~~!os~• with or without court proc..-ecfu:gs in the manner provided in the Title 1, Chapt.c:r 9 of the Texas Business and Cornmerce Code. Lessee agrees thl! the 
Corfl~~ioner may require Lessee to c:xec-<.~t.c: and record such insuuments as may be reasOnably n=sary to acknowledge, anach or perfect this lien. Lessee hereby 
re~w..~at there are no prior or supaior liens arising from and relating to Lc!see's activities upon the above-<lesc:ibed proper.y or from Lessee's acquisition of 
this ,ease. • should the Commissioner at any time det.c::mine that this represcnution is not true_ the:~ !he Commissioner rruy declare this lease forfeit.c:d as provided 
hcrcilf. 

• •••••• 
• "34. POOLING. Lessee is hereby &ranted the right to pool or unitize the royalty inte~t of the owner o( the soil under this lease with a.ny other leasehold 

or ~lni•'V :Otere:st fer the explor.uion, development and production o f oil or gas or either of t.'lem upon the same t.cr:ns as shall be ~proved by the School Lmd 
Boa.. ll11d !he Commissioner o f the General Land Offic.: for the pooling or unitizing of the inter= of the Sutc under this lease purn1311! 10 Taas ~a..tur.ll Rcsourc.es 
Code 52.151-52.153. The owne: of the soil agrees that the ine!usion of this provision in this le= satisfies the execution r:quin::x:cnts stat.cd in Texas ~atur.ll 
Resources Code ~2.1 52. 

35. INDEMNITY. Lessee h~by releases and discharges the Sute ofTexas J..Ed the owner of the soil, their officc.--s, employees, partnc.:·s, agentS. 
contnc:ors, subcontr.lctors, guests, invit.c:c:s, md their respective suc:.c..sso!"l and assigns, o f J.tld from all ll11d any actions and c:wsc:s o f action of every nature, or other 
harm, including environmental harm. for whic.'l recovery of d:unag~ u sought., including, but DO! limited 10, all Joss~ and expe= whic!l arc caused by the 
activities of lessee, its officcl"l, employec:s, :10d agents arising out ot; incidental to, or resulting froiD, the operations of o r for~ on the leased pr::rrWC3 
hereunde:, or that may arise out of or be occ:l.Sioned by Lessee's brex!l ofa.ny of the t.c:rmS or provisions of this Ag:rceme;,t., or by any other nq;Jigcnt or strictly liab!e 
act or omission of Lessee. Furthe:, L..es.se: hereby agrees to be Ji:~ble [or, exonerate, indemnify, defe:~d a.nd hold ha.rm.less the Statc of Texas and the owner of the so• I. 
their officers, e:nployees and agents, their successors or assigns, ag:linst any a.nd all claims, liabilities, lossc:s, d:unagcs, ac-Jons, p=onal injwy (including death), 
costs and expe:1Ses, or other harm for which recovery of damages is sought.. under 3tiY theory including tort, contr:let, or strict liability, including attorneys' fc:s JJ"Id 
other legal expe:1Ses, including those relat.:d to environme:~tal hazar:!s, on the leased pre:nises or in JnY W'rf related 10 Lessee's f.Uiure to comply w ith any and all 
e::~vironmental laws; those arising from o r in any way rda..t:d to L:sse:'s operations or 311 Y othr ofL::sse:'s xtivities on the lcasc:i premises; those wing from 
L:s.sc:' s usc of the surfac: of the leased premises; and those that may arise out of or be e<:C3.Sicned by l..es.se:'s breac..'1 of any of the t::;ns or provisions of this . 
Agrec:n::u or any olt:er act or omisSion of wsec:, its directors, offic.:rs. employees, p:~rtne~ agents, conr:nc-.ors, subcontr.lcton, g'Jesu, invitees, J.tld lt:eir r:spc~•vc 
succ.:ssor; and ;:.ssigns. Elch assignee of this Agreement, o r an interest the:-:in. ~=~to be: liiil:lc for, cxoncrat.:, inde:nnify, de fc::~d and hold har.nlcss the S:.:~tc of 
Texas and the owner of the soil, their offic.:rs, employees. and agents in the s:unc manner provided above in connection with ri:e a~ivitics of Lessee, its offic: rl. 
employc:s, and .1gc:~ts :!.S describd above. L"X CEPT AS OTHE~WISE EX.PRESSLY Ll:'>IITED HEREIN, ALL OF TriE Ii'-1>E:\Jj';JTY OBLIGA T!Oi"S 
A.'ID\OR LIABILITIES ASSl;:'>I ED Ll""l'iDER THE TER..'r1S OF THIS AGREE:\I E~"T SHALL BE WITHOUT LL'II ITS A."'""D WITHOl.iT REGARD TO 
TILE CAUSt: OR CA L'SES THt:REOF (EXCLu""D~G PRE-EXISTr.-'G CONDmONS), STiUCT LIABILITY, OR TifE ;-iC:GLIGE:-ICE OF A.-.;Y ?.A~TY 
OR PARTJ £S (f:'ICLUD!.NG THE ;-iEGUGE:"iCE OF THE L'll)Df.',lFlED PARTY). WHETnER SUCH NEGLIGE:--iCE BE SOLE, JOJ?-1. 
CONCt:R.RE~I. ACTIVE. OR PASS rYE. 



. . . 
' 36. ENVIRONMENTAL ijAZAR.os Lasce shall usc the highest de p-ee oC care and all re&soo.able saCeJUMds to prevent conwnin&tion or poUution of · 

any environmental medium. including-soil; surface~ poundwuer, sediments. and surface or subsurface stra11. ambient alr or any other cnvironmeataJIIIC1fiam -
iD. on. or under, the leased premises, by any waste, pollutant, or contaminanL Les.see shall not bring or permit to remaln on the leased premises any asbestos 
coawninc materials. explosives. toxic: awaials, M substances recuJatcd as buardous wastes. hanrdous materials. haDtdous substances (as the lenD ·Hazardous 
Substance'" is defined in the Comprehensive Enviroamentai!Wponse. Compensation and Liability Ac:l (CERCLA). 42 U.S.C. Sections 9601, et seq.). or IOxic: 
substances under any federal. state., « local 'law or rqubtloa ("Hazardous Materials"). except onfinary products cornmoaly used in connection with oil and cas 
cxplonlloa and dcve1opmcat operations and stored in the usual DWV1Ct and quantities. LESSEE'S VIOLATION OF THE FOREGOING PRORIBmON 
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT H:E!J.£TJND£R.Al'-D LESS£ £ SJ:JAU . fND~lFY, HOLD J!AR..\~ AND 
DEFEND THE STATE OF TEXAS A..'OD THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS. DAMAGEs. JUDGMENTS. PENALnEs. 
LIABILITIES, AND COSTS (INCLUDING R.EASONABLE ATTOR!1lEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OliT OF (I) A 
VIOLATION OF THE ~REGOING PROHJBmON OR (D) THE PRESENCE. RELEASE. OR DISPOSAL OF A.."'fY HAZARDOUS MATERIAI.s ON. 
UNDER. OR ABOUT THE LEASED PRE.~ES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AA"D REPAIR A..W SOIL OR GROUND WATER CONl"A..\flNATION A.~ DA..\iAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MA TER.IALS IN, ON, UNDER. OR ABOUT THE LEASED PRE.\OSES DURING LESSEE'S 
OCCUPANCY OF Tin: I.E.AsED PREMISES IN CONFORMANCE Willi THE. REQt:JRL'\fENI'S OF APPUCABLE. LAW. 1lllS 
INDEMNIFICATION A.~ ASSUMPTION SJi.u.L APPLY, BUT IS NOT LIMITED TO, UABILITY FOR RESPONSE AcnONS UNDERT~ 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATI.ON. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF 
TE.'tA.SAND THE OWNER OF THE SOU. WRITIENNOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. UPON 
LE.AR.~ING OF THE PRESENCE OF ANY HAZARDOUS MATERJALS, OR UPON RECEIVING A NOTICE FROM A..'VY GO~IAL 
AGENCY PERTAINING TO HAZARDOUS MATERJALS WIDCH MAY AFFECT THE LEASED PREMISES. 11:1£ OBUGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE 11:1£ EXPIRATION OR EARLIER TER.\IINA TION. FOR ANY REASON. OF THIS AGREE.MEN:f. 

37. APPUCASLE LAW. Thi.s lease is issued under the provisions ofTc:xas Natural Raourc:es Code 52.171 thlou&h 52.190, commonly known as the 
Relinquishment Act. and othCT applicable swutes and amendments thereto, and If my provision in this lease does DO( confonn to these swutes, the swutcs will 
prevail over any nonc:onfonning lease provisions. 

38. EXECt!llON. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in lbe county records and in the 
General Land Office of the Stale oCTexas... Oace the filing requirements found in Paragraph 39 of this lease have been satisfied. the c1fec:tive da1e of !his lease shall 
be the date found on Pa&e 1. · 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code. this lease must be filed of record in the office of the County 
Clcrk_in any county in which all or any part of the leased prcniscs is loc:Jted. and certified copies J!l~~o(.~ust be fLied in the General Land Office. This:leasc is not 
effective until a certified copy of this _lease (which is made and certified by the Councy Clerfc &o.P,llls re~rds) is filed in the Gener-a' Land Office in accordance with 
Texas NaNn! Rcsourc:cs Code 52.1&3. Additionally, this lease shall not be binding upon the: Stat.e urucs.s it ~citcs the actual and-true consideration paid or promised 
for execution of this lease. The: bonus due the Stale and the prc.sc:ribed filing fcc sba.ll accompany such c:Crtifi,.ed topy to the Gi-neral'tand Office. 1 

) -\ i '·' ' 

*~::ttadled Exhibit "A" for a · i~ 1 '(Stf7s~~· .. . . 
•••• • • • •• • 

.... 
• • •••• 

TITLE: __ ~---=-:,.,..-------

DATE:._-L.L--=-u=---.t....:.JJ:..___----::. __ • •••••• • • 

~/~ 11 4y: ~ j 

~ . Waltrip, of the 
Revocab1e Trust 

Date: 1-c.. 'f - 7 rr: 

s. Wal.trip, 

-. " .. '--'" 

' 
' · STATE OF~·~t ' 

' JR ·~ tj •• 

" ' .. • .. , ' 
BY:~~~~' ~-~-.~-~~~~~-~--~-~ 
lndivi~~~ •• ~ 

0~------~----~~==~--~--
STATE OF TEXAS I ' 

BY:.~~~~----~~~--~~--------­
Individually~and talc ofTexas Tax . . . 

Date: ----

True and 6en=est 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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~A~OF __ ~~~~~~-~~~--­
CO~OF __ ~nA~l~dl~~--------

BEFORE ME. the undersigned authority, oa this day persoo:ally appcued. ___ _,C ... 'l"~att....,;;'t\'"'-~"'lt"' .... illl"-Z..:..x;..;;WYJ'---'--------
known 10 me 10 be the person whose n.am.e •~ $\•Mcrlhcd ~the fna::f}i!!: ~t, ~=================:<~If-

.· 
;:::;:====;:=::;::;::::;==::;:==~:;::::;::=::::;:==;:::::;:=.==::;:;:::;=;:::;:;_~llld acli:Dowlcdced 10 me that be executed the same 
for thc purposes and c:oasidcradoo lhcn:ira exprcucd, Ia the 1:3pal:ity staled. md as the .a aDd deed of said cotporuiocl. 

Givc:n under~ ~d and seal or office this the 2 ~ cU)' or · 19 C\ ?>. 

STATEOF TEXAS «<OlXftJCDJJ!! ACKNOWLEDGMENt) 

coUNTY oF :fAR R Pr ~ r 
BEFORE ME. die undcrsiJDCd authority, oa this day pcrsoully ap~~___.:!~~<Jr~lt!~:!l~~-~~!LJLk•:...JIIannat!!:!!!J[!!! _________ _ 

known 10 me to be die penon whose aamc Is subscribed to tbc fo~coillc instrument, as'--_...Trustee ....... ......,.=::.'-------------·of 

HUI Revocable Trust 111d acknowledced 10 me thai he executed tbc same 
fcfo;;r"iithc;;j;p;;urpos~~cs~an~d~co~ns~iid;dctati~·~on~tb~cre;Jin;-;;c::xpxp;rcssc~;dd.;iillnttth;C"e"Cc:ap;j;ac~itycy;iswe~d.~m;;(d~as;;&ilbcie"iaaaaanncdf;dced~f;oOif~sa~;i;·df;,q'~w;ia~w trust. 

Given under my hand and seal of office this the ;J31CD day of S£Pf£frl8£;?. . . 19.!i.S!.: 

~cl{~d 

eKIMSEALY K. HOWARD NO:Mr~r .?TA1f of [cxlt5 
NOTARY PUBLIC 

State of T exaa 
"""""' Comm. Elq). 06-01-2002 

STATE.~F ___ T_~ _______ ___ 

CO~ OF -:(A RT?.ft!JT 
(INDfVIDUAL ACKNOWLEDGMENT) 

•••• • • • 
• • 8eforc: me. the undersigned authority, on this day personally appe:1t1:d, __ __:_:Mi~·~chael=~~S:..:•_:.:wal.=:.::tri.:::.::":J:p:.L,~Trustee===:..-=:of::=......::the==--
• HSW Revocable Trust 

lcnowa b 1nc to be the persons whose names arc: subscribed to the fo~going iasttum.cot, and aelcnowledgtd to me thai they executed the same for the purposes and 
cons1~io·n therc:io expressed. •• 

• 
·:··'t:ivcnun e~R • * NOTARY PUBLIC 
••• •.: ~~ ~ State of T exaa 

• • ~ Comm. Exp. 05.01·2002 
• •••••• • • 

STATE OF TEXAS 

COUNTY OF~ 1212-ftt/1 

')?D doyof~~(J2 19 9 ~ 
cii' iliJ~d 

Nowy Public in and for $ATE Of . T£ XtfS 

(INDIVIDUAL ACJ<NOWLEDGMENT} 

Before: me, the undersigned authority, on this day personally appe:1t1:d Kenneth Waltrip, Trustee of tbe 
KPW Reyu;.csble Trust 

known to me to be the persons whose names arc: subscribed 10 the foregoing iasttument, and aclcnowledgtd 10 me that they executed the same for the purposes and 
consideration therein expressed. 

Given under my hand and seal ofofi)ce this the d!:J= fH day of bf.PlfmB£.12. .19 9 c/ 
~ K J£c,,. rud 

Nowy Public in an for !JTf}7f 0 fTfXdS 

:• .. 

True and 5aFFSt:Jt 
copy of 

Original fi led in 
Reeves County 

Clerks Office 
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"EXHIBIT A" 

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

MSW Revocable Trust; and MLH Revocable 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 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 ofwhich 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 . 

• •• 
.,, • •1-totwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not 
• • ·:~Qllute 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 . . 

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

·:·cramage to the owner of the soil's other land and crops . 
• 

~ •• Uifon written demand by the owner of the soil, Lessee shall build and maintain fences around its s lush, 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, 

•: • i.e; see shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon. 

10. Lessee further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of 
such well, or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as 
nearly as reasonably possible to its fonner condition at the cost and expense of the Lessee, it being the intention of the parties 
hereto that the Lessee.-~nalll 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 6 orFe6t 
copy of 

Original f1led in 
Reeves County 

Clerks Oii1ce 
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TEXAS GENERAL LAND OFFICE 

GARRY MAURO 

f11 - ;ooJo'/ 

COrvfMISSIONER 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 

Recommended: (~ ~) 9 ·~ ... 
Not Recommended: - ---
Comments: 

Lease Form 

Recommended: ~ ~~ 
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 

Recommended: % 
Not Recommended: 

Date: Cf..-1/, _qg 

----

Garry Mauro, Commissioner 

Approved: G)l)1 
Date: ----- -

Not Approved: ___ _ 





RAL REVIW SHEET 

TMIISOOtiJI # L. Collier 

l.BSSII': KPW Revocable Trust; MSW Revocable Trust; & MLH Rev L8a. Data: 8/19/98 

Laaa Clay Johnson 165 

LIASE IISCRJITION 

Clutty 
REEVES 

Basa Fill No Plrt Sac. BID Twp lli'Vay 

REEVES 

TIRMS OFfiRfD 

Prila"y T 11'111: 

Bcnls/ Acre: 

Rlllta' Acre: 

Roy~: 

COI'tiiARJSONS 

ftl # 

Is years 

13/16 

93424 

93423 

$so.oo 1 

$1 .oo 1 

South 360 acres 

South 360 acres 

30 55 05S T & P RY CO 

34 55 05S T & P RY CO 

1HIMI RECIMIDIID 

PltJa'y T 11'111 Is years 

lmla/Ain $50.00 

Rlllta'Ain $1 .00 

Roy~ 13/16 

CllmBits: !Gross acres 720. First & second year rental $1 .00, third & fourth year renta l $16.67. 

Wednesday, September 09, 1998 

ll 0 

Abst# 
2444 

2443 





Il l f\1'1 MCo:>VUM v C o:>, L .l"'. V 

ACQD ISITI~~&itll~~ ~~%-ER OF THE GENERAL LAND OFFICE 11/2/98 
PARAGON #299: Lease Bonus Payment in full of I /2 Lease Bonus Consideration due 

the State of Texas for Oil & Gas Lease 
dated 08/ 19/98 from the State of Texas by Agent 
KPW Revocable Trust; MSW Revocable Trust; & 
MLH Revocable Trust, Lessor, in favor of Clay Johnson, 
Lessee, covering The S/360 ac. of 
Section 34, Block 55, T-5, T&P Ry. Co. Survey, 
Reeves County, Texas. 

99014071 

l1D 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 
ACQU ISITI~~~ER OF THE GENERAL LAND OFFICE 11 /2/98 

PARAGON #299:Lease Bonus 

••• . . . 
••• 

.. --~--··· ... ~.: . , .. . . . . ,. . 
! I • • • 
•••• • • •••• .. , .. : 
• I . :\·•: 

,,, •• ,.r. , ~ 

• 
t:l~eck;1g Lease Bonus 

Payment in full of I /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; & 
MLH Revocable Trust, Lessor, in favor of Clay Johnson, 
Lessee, covering The S/360 ac. of 
Section 34, Block 55, T-5, T&P Ry. Co. Survey, 
Reeves County, Texas . 

\ 2,062.50 

002806 
2,062.50 

2,062.50 



Ill Al\1 Ht;:.UUHI.-t:;:,, L.t-' . • 

ACQUISITI<t~M'Kfi~~\1()%ER OF TH E GENERAL LAND OFFICE 11/3/98 
PARAGON #299:Lease Bonus Payment in fu ll of I /2 Lease Bonus Consideration due 

the State of T.exas for Oil & Gas Lease 
datel08/ 19/98 from the State ofTexas by Agent 
Dorothy Jean Keenom, Individually & as Trustee of the 
Thomas Hill Puff Trust & the Nancy Puff Jones Trust, 
Lessor, in favor of Clay Johnson. Lessee covering the 
S/360 ac. of Section 34, Block 55, T-5, T&P Ry. Co. 
Survey, Reeves County, Texas. 

\ lO 99014093 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 
ACQUISITI~~BI§I{~JER OF THE GENERAL LAND OFFICE 11/3/98 ••• 

• .~·~~~GON #299:Lease Bonus 

•••• • • • •• • 
• 

•••• • 0 • •••• 
••••• •••••• •• • 
• 

•• • •••••• • • • •• 
• •••••• • • 

• 
• •••••• • • 
• •••••• • • 

Checking Lease Bonus 

Payment in full of I /2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 08/ 19/98 from the State ofTexas by Agent 
Dorothy Jean Keen om, Individually & as T rustee of the 
Thomas Hill Puff T rust & the Nancy Puff Jones Trust, 
Lessor, in favor of Clay Johnson, Lessee covering the 
S/360 ac. of Section 34, Block 55, T-5, T&P Ry. Co . 
Survey, Reeves County, Texas . 

' 2,062.50 

002829 
2,062.50 

2,062.50 



Ill f4.1'1 M t:;:.VU M vt:;:, , L. t"' . .,. 

ACQLJISITI~~~9~~~~1ER OF T HE GENERAL LAND OFFI CE 

PARAGON #299:Lease Bonus Payment in fu ll of 1/2 Lease Bonus Consideration due 
the St~te.of.Troxas fo r Oil & Gas Lease 
dated 08/ 19/98 from the State ofTexas by Agent 

11/3/98 

Hi ll Investments, Ltd., Lessor, in favor of Clay Johnson, 
Lessee, covering the S/360 ac. of Section 34, Block 55, 
T-5, T&P Ry. Co. Survey, Reeves County, Texas. 

I 10 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

ACQU~SIJ!~~BI§If~~JER OF THE GENERAL LAN D OFFICE 11/3/98 

• •I' ARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 
• • •: •. the State of Texas for Oil & Gas Lease 

• " c dated 08/ 19/98 from the State of Texas by Agent 
• ! !ill Investments, Ltd. , Lessor, in favor of Clay Johnson, a:::: a Lessee, covering the S/360 ac. of Section 34, Block 55, 

• •• • T-5, T&P Ry. Co. Survey, Reeves County, Texas. 

t····l 
' 

• ·· (.. ··· • • 
• 

0 

•••••• 0 • 

• •••••• . . 
Checking Lease Bonus 

X 187.50 

002830 
187.50 

187.50 



Il l AI}J Ht::SUUH\,;1:::;, L.t-'. V 

ACQUISITI2~r8-~~~~~lER OF THE GENERAL LAND OFFICE 11 /3/98 
PARAGON #299: Lease Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
date'J d8/ 19i98 from the State ofTexas by Agent 
Vi rginia Glenn Hi ll Lattimore, James Robert Hill & John A. 
Styrsky, Co-Trustees of the Houston & Emma Hill Trust 
Estate; Vi rginia Glenn Hill Lattimore, Ind ividually; & James 
Robert Hill, Indiv idually, Lessor. in favor of Clay Johnson. 
Lessee, covering the S/360 ae. of Section 34, Block 55, 
T-5, T&P Ry. Co. Survey, Reeves County, Texas. 

}1C 99014107 

ACQUISITI~~~~~<j~lER OF THE GENERAL LAND OFFICE 11/3/98 
PARAGON #299:Lease Bonus 

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

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

Checking Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 0811 9/98 from the State ofTexas by Agent 
Virginia Glenn Hill Latt imore, James Robert Hill & John A. 
Styrsky, Co-Trustees of the Houston & Emma Hill Trust 
Estate; Virginia Glenn Hil l Lattimore, Individually; & James 
Robert Hill, Individually, Lessor, in favor of Clay Johnson, 
Lessee, covering the S/360 ac. of Section 34, Block 55, 
T-5, T&P Ry. Co. Survey, Reeves County, Texas . 

t(4,500.00 

002843 
4.500.00 

4,500.00 



Ill Al'l Ht:-=>UUHvt:>:>, L.t-'.' 

~COl.JISITI'(J()~~~If6~JER OF THE GENERAL LAND OFFICE 

PARAGON #299:Lcase Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in full of 1/2 Lease Bonus Consideration due 
• ·the ::;tate of Texas for Oil & Gas Lease 

dated 08/ 19/98 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 
34, Block 55, T-5, T&P Ry. Co. urvcy, 
Reeves County, Texas. 

/70 

ACQUISITIC(_~~8!§'f'6NER OF THE GENERAL LAND OFFICE 

PARAGON #299:Leasc Bonus 

.... 
• •••••• . . • 
• ....... . , .. ~ 

• • • .. .. . .. ,. .. ,.. 
• • 

Checking Lease 13onus 

Payment in full of l/2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 08/ 19/98 from the State ofTexas by Agent 
H-S Minerals & Realty, Ltd., Lessor, in favor of Clay 
Johnson, Lessee, covering the S/360 ac. of Section 
34, Block 55, T-5, T&P Ry. Co. Survey, 
Reeves County, Texas . 

11 /3/98 

99014108 

\ 187.50 

I 1/3/98 002844 
187.50 

187.50 
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:z::1: 
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Texas General Land Office 
Garry Mauro. Commissioner 

December 18, 1998 

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

Re: RELINQUISHMENT ACT LEASE NO. M-100204 
So 360 acres of Sec. 34, Blk. 55, Township 5, 
T&P Ry. Co. Sur. 
Reeves County 

Dear Mr. Ready: 

Stephen F. Austin Building 
t 700 North Congress Avenue 
Austm. Texas 78701 -1495 
(512) 463·500 1 

The certified copy of the Relinquishment Act Lease covering the above referenced tract has 
been approved and filed in our records under mineral fi le number M-1 00204. Please refer to 
this 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. 

Sincerely, ~ ~ 

'--!j~i U 
DrewReid 1 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

DR:MT:mrg 

Pttnted on recycled paper Wllh soybean tnk 





Lease Numbe r Book/ Vol Page Entry Coum:y I Pansh State 

TX299-389-278-004-0 0 596 530 003 063 REEVES TX 

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

Legal Descr1pt1on 

The South 360 acres of Sect10n 34, Block 55, To~~sh1p 5, T&P Ry Co. Survey 

-

' 

c.. 

PROSPECT TX299 - PARAGON INDIAN/ ST/ FES ~S=: ;; v -
. 

2 ~s -V 

Payee s) Account Numbe r AmOunt 

SM~. of Texas ~X9o . o o 
Ge~r_~a l Land Office 990 597 1 
1"!0V N. Congress Avenue 
Aus-t in, TX 78701 J;;L { • •• • • • 

T( fa11 ;2e Sour< ""~S •••• LP 

RN .- Period Beg . 08/19/200 1 - 12 Mo s (oELAY RENTAL) CHECK ~ 100586 
••• ......__ 

---• • • 
INST- . ! ONS TO DEPOSITORY: You have been des1gnated as depos1tory for the above descr1bed payment . Please cred1t the proceeds 
thereof to the part1es named and 1n the amounts 1nd1cated. Should any d1ff1culty of any nature ar1se, DO ~OT RETURN our check, but 
make the deposlt to the cred1 t of the party named 1n a spec1al account, and adv1se us as soon as poss1ble for further 1nstruct1ons. 

100586 



•••• • • • • • • 
•••• • • • • •• 

•• • • • • •••• 

• 
•• • • • • •• • 



• • • Lease Nu~er Book/Vol Page Erocr ,. • • • • • • County I Pansh St a t e 
• • • • • • ·.: 

• • • • • 
TX299-389-278-003-00 596 53 9 00 3 06 4 • ••• • Rg~VES TX 

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

Legal Descr1pt1on 

The South 360 acres of Sect1on 34, Block 55, Townsh1p 5, T&P Ry. Co. Survey 

990580 ?2 

PROSPECT TX299 - PARAGON I NDIAN/S':'/FED 
c 

LSEII M 10~"'~204 =:,J 

Payee(s) Account Number Amount 

State of Texas \fj\ ~3 75 General Land Office 
1700 N . Congress Avenue 
Austin , TX 78701 

RN - Period Beg . 08/19/1999 DELAY RENTAL CHECK U 100562 

INSTRUCTIONS TO DEPOSITORY: You have been designated as depos1tory for the above described payment. Please credit the proceeds 
t hereof to the part1es named and 1n the amounts 1nd1caced Should any d1ff1culty of any nature ar1se. DO NOT RETURN our check, but 
make t he deposlt to t he cred1t of the party named 1n a spec1al account, and advise us as soon as poss1ble for further 1nstruct1ons. 

100562 



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



Lease Number Book/Vol Page Entry County I Par ish State 

TX299-389-278-005-00 596 774 0 03090 REEVES TX 

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

Legal Descr~pt~on 

The South 360 acres of Section 34, Block 55, Township 5. T&P Ry . Co . Survey 

990580 90 

PROSPECT TX299 - PARAGON INDIAN/ ST/FE:J L J:.ll M-2. 00 2 0~ 

Payee(s ) Account Number Amount 

State of Texas (OL,x3 . 75 
G~~ral Land Office 
1;?.0 ~ N . Congress Avenue 
~~t_i. n, TX 78701 

•• • 
• ~ ~ }.;){ •• • • • •• 

08/19/1p~ \ RN - Period Beg . DELAY RENTAL CHECK H 100566 

INSTReCTIONS TO DEPOSITORY: You have been ~ .~above descr~bed payment. Please cred~t the proceeds 
the~ o to the part~es named and ~n the amounts ~nd~cated Should any d1ff1culty of any nature ar1se, DO NOT RETURN our check, but 
ma~~. ~~~·deposit to the cred1t of the party named ~n a spec~al account, and adv1se us as soon as poss1ble for further 1nstructions. 



•••• • • • . . . 
•••• • • • • • • 

• • • •• 

• 
•• • • 

• 
•• • . . ••• 



Lease Numb. ~r Book/ Vol Page Entry County I Pan sh State 

TX299 -389 - 278 - 002-00 596 467 0 03 0 56 REEVES TX 

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

Legal Descr1pt1on 

The South 360 ac res o f Sect>on 34, Block 55, Townsh1p 5, T&P Ry . Cv . Survey 

990580~1 6 

PROSPECT TX299 - PARAGON INDIAN/ ST/ FED ;:-;.: ~:- =- C'· " 2 " -: ~ -r 

Payee(s) Account Number AmOunt 

State of Texas co::::,)¥ 1 . 2 5 
General Land Office 
1700 N. Congress Avenue 
Austin , TX 78701 

);)( 
f--

RN - Period Beg . 08/19/1995{0E!AY RENTAL ) CHECK ~ 1 0 0 56 0 

INSTRUCTIONS TO DEPOSITORY : You have been des1gnated as depos1tory f r the above descr1bed payment . Pl~ase 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 t he deposlt to the credlt of the party named 1n a spec1al account, and adv1se us as soon as poss1ble for further 1nstr uct1ons. 

/vfc<.)'l ~5DUtUS ~p100560 





LeasE: Number Book/Vol Page Entry County I Pansh State 

TX299-389-278-001- 00 596 656 003077 REEVES TX 

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

Legal Descr~pt~on 

The South 360 acres of sect1on 34, Block 55, Township 5, i&P Ry Co Survey 

990580~ 9 

PROSPECT TX299 - PARAGON INDIAN/ST/FED LSEtl M-l QO.Lu..J. ..... 
•• • 
P~"'~e.<sl Account: Number AmOunt 

•• • 
c ac X 41.25 St ii. te of Texas 

G~ :t:al Land Office 
1 7'0 0·~. Congress Avenue 
Aust i n , TX 78701 

I :J- ( • 
• •• ~ ~ • • •• • 

RN - Period Beg . 08/19/19~DELAY RENTAL CHECK U 100558 / 
'-..... ---INSTRUCTIONS TO DEPOSITORY: You have been des1gnaced as deP''Sltory f r che above descr1bed payment: . Please credlt: the proceeds 

chereof to Lhe part1es named and 1n the amounts "nd1cated . Sh uld any d1ff1culty of any nature ar.se. DO NOT RETURN our check, but 
make the deposit to the cred1t of the party named in a spec1al account, and adv1se us as soon as poss1ble for further 1nstruct1ons. 



•••• • • • • • • 
•••• • • • • • • 

• 
• •• • • • •• • 

• 
•• • • • • •• • 



Check # 101375 
Property Id I MMS Eff. Date Recording Information State County/Parish 

TX299· 389-278-001-00 08119/ 1998 11109198 BK 596 PG 656 ENTRY 003077 TEXAS Reeves 
M 100204 

Property Name I Lessor 
5tCtte 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 34, Block 55, Township 5, T&P Ry. Co. Survey 

Payee Name 8t Address SSN/Tax Id Number 
State of Texas, acting by and through the 

~'}}:7 Commissioner of the General Land Office Federal Tax Withheld 
1700 N. Congress Avenue 0.00 
Austin, TX 7tl701 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 

0811":V1QQ!t 12 Delay Rental 41.25 0.00 

•••• • • •••• 
l ei 0.00 0.00 

•• • • • • • •• 
I I 0.00 0.00 

• 
• 7 .r·. 0.00 0.00 n lr'\ ,.... 

....... \.. D~t-U~ 

I I 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 in the amounts indicated. Should any difficulty anse, make the depos1t 1n a special account, and contact us 1mmediatelyN ~ 1 Q 13 7 5 



;r. ~· . . ·,-

• ••• • • •••• .... 
• • •••• 

• 
• •• • • • •• • 

• 
•• • • • • •• • 



Check # 101377 
Prop~rt\' Id I MMS Eff. Date Recording Information State County I Parish 

fX299-389-278-002-00 0811911998 11109198 BK 596 PG 467 ENTRY 003056 TEXAS Reeves 
M-100204 

Property Name I Lessor 
State of Texas, acting by and through 1ts agent, Dorothy Jean Keenom, Ind1v1dually and as Trustee of the Thomas H1ll Puff Trust and as Trustee of the 
Nancy Puff Jones Trust 

Property Legal Description 
The South 360 acres of Section 34, Block 55, TownshipS, T&P Ry. Co. Survey 

x4l.ds 
Payee Name & Address SSNITax Id Number 

State of Texas, acting by and through the 
!-Federal Tax Withheld Commissioner of the General Land Office 

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-Ga~ (in months) Description Due Charges Sub-Type Sub-Id 

08/1'fl~eD 12 Delay Rental 41.25 0.00 .... 
• • •••• 
I .I 0.00 0.00 

• . . 
• •• 
I I 0.00 0.00 

• 
• •• rJa. 0.00 0.00 

nn ...... '--' 51776 
I I 0.00 0.00 

Instructions to depos1tory: you have been designated as depository for the above descnbed payment(s). Please cred1t the proceeds thereof to the parties 
named and 1n the amounts ind1cated. Should any difficulty anse, make the depos1t 1n a speoal account. and contact us 1mmed1atel~ ~ 1 Q 13 7 7 



1/J· 

···· . . .. .. 
• ••• • 

• •••• 
• 
•• • • • • •• • 

• 
••••• 

• ••• 



Check # 101379 
Property Id I MMS Eff. Date Recording Information State County I Parish 

TX299-389-278-003-00 0811911998 11109198 BK 596 PG 539 ENTRY 003064 TEXAS Reeves 
M-100204 

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 34, Block 55, Township 5, T&P Ry. Co. Survey 

X3,r;5 
Payee Name & Address SSN I Tax Id Number 

State of Texas, acting by and through the 
Commissioner of the General Land Office Federal Tax Withheld 
1700 ~L Congress A•:enue 0.00 
Austin, TX 78701 

Account Number 

Total Bank Charges 
0.00 

Payment Period Payment Amount Bank Service Property Property 
Du~'D~ (in months) Description Due Charges Sub-Type Sub-Id 

0811!!/LOOo 12 Delay Rental 3.75 0.00 . • •• •• 

i J • 0.00 0.00 
• • • •• 

I I 0.00 0.00 . 
• •• 
•; t • 0.00 0.00 

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 in a spec1al accoJj {.9nd ~:I_tt?~edlateiN ~ 1 Q 13 7 9 



•••• • • •••• .... 
• •••• • 

• 
• • • • • • •• • 

• .. . 
• • • •• • 



Check # 101381 
Property Id I MMS Eff. Date Recording Information State County /Parish 

TX299-389-278-004-00 08/19/ 1998 11/ 09/98 BK 596 PG 530 ENTRY 003063 TEXAS Reeves . 
M-100204 

Property Name I Lessor 

State of Texas, acting by and through its agent, Virginia Glenn H1ll Latt1more, James Robert H1ll and John A. Styrsky, Co-Trustees of the Houston and 
Emma H1ll Trust Estate; V1rgin1a Glenn H1ll Lattimore, IndiVIdually; and James Robert Hill, Individually 

Property Legal Description 

The South 360 acres of Section 34, Block 55, Township 5, T&P Ry. Co. Survey 

Payee Name & Address SSN/Tax Id Number 

State of Texas, acting by and through the 

0{0~ 
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 90.00 0.00 

.... 
• • • f•l 0.00 0.00 
•••• • • •• •• 

•I I 0.00 0.00 ...... 
• •• 

I I 0.00 0.00 

• ... [)() 
...... - s:t:u7 

• • 1.;. . 0.00 0.00 

Instructions to depos1tory: 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 indicated. Should any difficulty anse, make the depos1t 1n a spec1al account, and contact us 1mmed1ateiN ~ 1 Q 13 81 



;r(: 

•••• • • .... 
•••• . . 
•••• 

• • • • • • •• • 

• 
•• • • • • •• • 



Check # 101383 
Pro>)erty Id I MMS Eft. Date Recording Information State County I Parish 

. 'TX299-389-278-005-00 08119/1998 11109198 BK 596 PG 774 ENTRY 003090 TEXAS Reeves 
M-100204 

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

Property Legal Description 
The South 360 acres of Section 34, Block 55, Township 5, T&P Ry. Co. Survey 

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 

1; "' 
Austin, TX 78701 

i' Account Number 

Total Bank Charges 
0.00 

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

0811912000 12 Delay Rental 3.75 0.00 

•••• 
• • f •l 0.00 0.00 
••• • • • •• • • 

•I I 0.00 0.00 

• • • 
• • • 

I I 0.00 0.00 

• 
• •• • .r ,. 0.00 0.00 n n rl" -. 

~ '-' U ..L I~J 

Instruct1ons to depos1tory: you have been designated as depository for the above described payment(s). Please cred1t the proceeds thereof to the part1es 
named and in the amounts indicated. Should any difficulty anse, make the deposit 1n a special account, and contact us 1mmed1atei'N ~ 1 Q 13 8 3 



~ (U 
ci 

..... -.... 
I~ ·-.. 

r. ~ 

••••• 
•••• • 

••••• 
•••• • 

• 
: .. 
•• • • • 

·==··· • 



Check # 102603 \ 
Property Id / MMS Eff. Date Recording Information State County/Parish 

TX299-389-278-002-00 08/ 19/ 1998 11/ 09/ 98 BK 596 PG 467 ENTRY 003056 r exas Reeves 
M-100204 

Property Name I Lessor 

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

Property Legal Description 
The South 360 acres of Section 34, Block 55, Township 5, T&P Ry. Co. Survey 

P<:·;2e Nam2 & Addre~s SSN/ T<:x Id N:.:mber 
State of Texas, acting by and through the Commissioner of the General Land Office 
1700 N. Congress Avenue Federal Tax Withheld 
Austin, TX 78701 

PU/rfJ 
0.00 

{2u,O'tt0rtt:s Lf 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/ 19/2001 12 DELAY RENTAL 687.64 0.00 

I I 0.00 0.00 ••• 

Jt-... I • 
I I l r?'- I 0.00 0.00 

(,. 

n1oA o r::;: Jo •••• • •• 
I I 0.00 0.00 '-'..J..'f""""t'-''-'' Y ( 

'I 111~1 . '6Lf •••• • • •••• 
I I 0.00 0.00 I'\. ~~ • • 

• 

Instructions to depos1tory : you have been des1gnated as depository for the above descnbed payment(s). Please cred1t the proceeds thereof to the parties 
named and in the amounts indicated. Should any difficulty anse, make the deposit in a special account, and contact us immediat1¥J ~ 1 0 2 6 0 3 

• • • 



• • •• • • •• 
• 

•••• • • • • • • 
• 

•••• • • •••• 
• • •••••• • 



Check # 102605 
Property Id I MMS Eff. Date Recording Information State County I Parish 

TX299-389-278-003-00 0811911998 11109198 BK 596 PG 539 ENTRY 003064 Texas Reeves 
M-100204 

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

Property Legal Description 
The South 360 acres of Sectlon 34, Block 55, Township 5, T&P Ry. Co. Survey 

Payee Name & Address SSNI Tax Id Number 
State of Texas, acting by and through the Commissioner of the General Land Office 
1700 N. Congress Avenue Federal Tax Withheld 
Aust1n, TX 78701 

if 
0.00 

p()ltf__, ~S6UYW 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 

0811912001 12 DELAY RENTAL 62.52 0.00 

-~~ r 
I I 0.00 0.00 /~1 

v ···. : •• 
I I 0.00 0.00 .. . 

U1U4~b4Q 

I I 0.00 0.00 • • • •• • 

. y /():;), 5d- .. : . 
I I 0.00 0.00 \ "- •••• 

• • •••••• • 
Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties 

named and in the amounts indicated. Should any difficulty arise, make the deposit 1n a special account, and contact us immed1at~ ~ 1 0 2 6 0 5 



: .··· •• 
• 

•••• • • • • • • 
• 

• •••• • 
•••• 
• ..... : 

• 



Check # 102607 
Property Id I MMS Eff. Date Recording Information State County I Parish 

TX299-389-278-004-00 08/1911998 11/ 09/98 BK 596 PG 530 ENTRY 003063 Texas Reeves 
M-100204 

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

Property Legal Description 
The South 360 acres of Section 34, Block 55, Township 5, T&P Ry. Co. Survey 

Payee Name & Address SSNITax Id Number 
State of Texas, acting by and through the Commissioner of the General Land Office 
1700 N. Congress Avenue Federal Tax Withheld 
Au~in, TX 78701 0.00 

P~ &IJW'US Lf 
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 

08/1912001 12 DELAY RENTAL 1500.30 0.00 

I I 0.00 0.00 I \ I 
IC/1 ••• • • • •• 

I I 0.00 0.00 • 

I I 0.00 0.00 
.... 

• • • 

\I 1 c::nn ,':j D • 

I I 0.00 0.00)\ '- '-" ~ n-, 1"'\ • • ... 
/ ' • • V-LUq~044 •••• •• • 

Instructions to depository: you have been des1gnated as depository for the above described payment(s). Please cred1t the proceeds thereof to the parties 
named and in the amounts indicated. Should any difficulty arise, make the depos1t 1n a special account, and contact us immediatf<j ~ 1 0 2 6 0 7 



• • •• • • •• 
• 

•••• • • • • • • 
• 

•••• • • •••• 
• • •••••• • 

/~ 
File No. jJ} ~ /80 !iVJ c{ 



Check # 102609 
Property Id / MMS Eff. Date Recording Information State County /Parish 

TX299-389-278-005-00 08/ 19/ 1998 11/09/98 BK 596 PG 774 ENTRY 003090•: • • • • Ti~S Reeves • 
M-100204 • . •• • • • • • • • • • • • • • • • • • ••• 

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

Property Legal Description 

The South 360 acres of Section 34, Block 55, Township 5, T&P Ry. Co. Survey 

Payee Name & Address SSN/Tax Id Number 

State of Texas, actmg by and through the Commissioner of the General Land Office 

idl~ 1700 N. Congress Avenue Federal Tax Withheld 
Aust1n, IX 78701 0.00 

?ute ~wrc'es Lf 'X &J.6d- 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 

0811912001 12 DELAY RENTAL 62.52 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

010495 34 
I I 0.00 0.00 

Instructions to depository: you have been designated as depository for the above described payment(s). Please cred1t the proceeds thereof to the parties 
named and in the amounts indicated. Should any difficulty anse, make the depos1t 1n a special account, and contact us 1mmediat~ ~ 1 0 2 6 0 g 



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

••• • . . 
• • • 

/9. 
FileNo. fJ2f/ tJ~~{)y 

Date~~ 
Da-Me-wnurst, Commissioner 

BY----~-------------



Check # 102601 
Property Id / MMS Eff. Date Recording Information State County/Parish 

TX299·389-278-001-00 0811911998 11109198 BK 596 PG 656 ENTRY 003077 Texas Reeves 
M-100204 

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 34, Block ss, Townships, T&P Ry. Co. Survey 

p()v(f__, (ks{JUAUS LP 
Payee Name & Address SSN/ Tax Id Number 

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

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 

0811912001 12 DELAY RENTAL 687.64 0.00 

I I 0.00 0.00 I ..... 1 I 
{ c:?' I ••• • • • 

f")..,~ •• 
I I 0.00 0.00 V J..U 4<..:JC::;c / · 

,_..V .f 

I I 0.00 0.00 · .. • • • 

( L£ • 
\ I I ,c;/) •••• 

I I 0.00 0.00 Y //I IY I ~I -.... 
1\ w<.J • • ...... 

• 
Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties 
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediat~ ~ 1 0 2 6 0 1 



: .··· •• 
• 

•••• • • • • •• 
• 

• •••• 
•••• • 
• ..... : 

• 

FireNo./JJP/ ~AA Of 

Date~Jr:t: 
By ~tr~ewhurst, Commissioner 



Check # 9901513 ••• . 
Property Id I MMS Eff. Date Recording Information . · • • 5tat~ • • County I Parish 

TX299-389-278-005-00 0811911998 11109198 BK 596 PG 774 ENTRY 003090 • ! ,-exa~ : Reeves • 
M-100204 • • • • • • •• 

Property Name 1 Lessor 
State of Texas, acting by and through its agent, H-S Minerals and Realty, Ltd. 

Property Legal Description 
The South 360 acres of Section 34, Block 55, Township 5, T&P Ry. Co. Survey 

020Ll2316 

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

r~l 
0.00 

Account Number 

Total Bank Charaes 
0.00 

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

08/ 1912002 12 DELAY RENTAL 62.52 0.00 

. 
I I - 0.00 0.00 . ' 

L ) .. 
I I c - 0.00 0.00 .-/\ -

f) .:J t/ -- ' 0- I I 
I I '-"'::> 0.00 0.00 \I Ill 4'l 

l_ 
I 

1\__lk' 
I l = 

I I If I 0.00 0.00 
' c.:> ' 

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds ther;:pt;..Jio)tlei p'IJlies 
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately. ~ j U :) 13 



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

. J-1 
FileNo.lhf1ttoczo ~ 

~$ 
David ~missioner 

BY----=-------



Check # 9901511 •• 
Property Id I MMS Eff. Date Recording)tlformatio.P-. . State County I Parish 

TX299-'389-278:004-00 08/ 19/ 1998 11109198 BK 596 PG 53~NTRY 0030~ • • • •• Texas Reeves • • • • • • • • • M-100204 • I • • • • • • •• --- Property Name I Lessor 
State of Texas, acting by and through its agent, Virginia Glenn Hill Lattimore, James Robert Hill and John A. Styrsky, Co-Trustees of the Houston and 
Emma Hill Trust Estate; Virginia Glenn Hill Lattimore, Individually; and James Robert Hill, Individually 

Property Legal Description 
The South 360 acres of Section 34, Block 55, Township 5, T&P Ry. Co. Survey 

02042298 

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

J 

0.00 

Jl 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 

0811912002 12 DELAY RENTAL 1500.30 0.00 

I I 0.00 0.00 

I I !() 0.00 0.00 "2.. 

C'-' . ..-{\/l J ' 
I I - l 0.00 0.00 \I 1 ~ 1 JV . A 1./ -

CP -
I I 0.00 0.00 --

I nstructions to deposlt<ilry: you have been designated as depository for the above described payment(s). Please credit the proceeds th~t~ ~ 
named and In the amounts indicated. Should any difficulty arise, make the deposit in a spedal account, and contact us immediately. ::1 ::1 U l_ 0 ..i l 

J 



Check #9901505 
Property Id I MMS Eft. Date Recording Information S~te <;.ounty /Parish 

TX299• 389-278'·001-00 0811911998 11109198 BK 596 PG 656 ENTRY 003077 : Texas 
: ! 

• : : ~eG~~es 
M-100204 • • • •• • ••• • ••• 

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 34, Block 55, Township 5, T&P Ry. Co. Survey 

02042283 

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

I Jl 
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 

0811912002 12 DELAY RENTAL 687.64 0.00 

I I 0.00 0.00 

..... , I 
I I J' 0.00 0.00 t~~ l...f 

\T 
C"-1 

- I P'"l~ 
I I - J 0.00 0.00 'Y / /I X I ' -

0 - I " lji V 

I I - 0.00 0.00 . - ::;.. 

( j 

Instructions to depositOry: you have been designated as depository for the above described payment(s). Please credit the proceeds the~of to thlparties 
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately. ~ 9 0 5 0 5 



Check # 9901509 
Property Id I MMS Eff. Date Recording Information State County I Parish 

TX299-389-278-0G:l-00 08119/1998 11109198 BK 596 PG 539 ENTRY 003064 ••• • ~xas . •. • Reeves • . ~ 
M-100204 • • • • • • • • • • • • • • • • • • • • • • ••i" 

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 34, Block 55, Township 5, T&P Ry. Co. Survey 

0204~284 

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

\?\ 
0.00 

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 

0811912002 12 DELAY RENTAL 62.52 0.00 

I I 0.00 0.00 

I I ~:t · 0.00 0.00 

·- r::')-('J • 
I I - 0.00 0.00 { /\ ./ 

- L..J ~ l£J c;i . 
I I 0.00 0.00 I 

I ' -
I nstructions to depository: you have been designated as depository for the above descnbed payment(s). Please cred1t the proceeds thEX¢..t~th_.t ~~s 
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately. ~ ~ U .l 0 U 9 



• • • • • • • • • • • • ••• \~ • • • • • 
• • • • • • • • ••• • • . • • • • 



Check # 99'01507 
Property Id I MMS Eft. Date Recording Information ··: • State County/Parish 

TX299-3&9-278-~02-00 08/ 19/1998 11109/98 8K 596 PG 467 ENTRY 003056 • • • • · T~itS • • Reeves • • • 
M-100204 • • • • • . • • • • • • • • • • • • •• 

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

Property Legal Description 
The South 360 acres of SectJon 34, Block 55, Township 5, T&P Ry. Co. Survey 

02042282 

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

f ?- 1 
0.00 

Account Number 

Total Bank Charges 
0.00 

Payment Peri oct Payment Amount Bank Service Property Property 
Due Date (in mon~s) Description Due Charges Sub-Type Sub-Id 

0811912002 12,: DELAY RENTAL 687.64 0.00 

W-

I I ~ 
0.00 0.00 

~ 

I 

I I = - 0.00 0.00 I I 
J L fl_ 1 (f) lA u 

I I 0.00 0.00 v tn A 1 • 
(\ ~v 

I I 0.00 0.00 

Instructions to depository: you have been designated as depository for the above descnbed payment(s). Please cred1t the proceeds th~t~l~ 
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately. ~ ~ U . ~ U 7 



••• ()~~ 
• 

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

. . 
• • • • • • 

••• • • 


