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NO 
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5 yrs 
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0 
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TEXAS GENERAL LAND OFFICE 

GARRY MAURO 
CO:rv:IMISSIONER 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 v\~ 
Survey: T&PRYCO 

Prim. Term: 5 years 

Royalty: 3/ 16 

Consideration 

Recornrnende~ <..~ ·.; )~ 
Not Recommended: ___ _ 

Comments: 

Lease Form 

Recommended:~ f~o/(e 
~ , 

Not Recommended: ----
Comments: 

Spencer Reid, Senior Deputy 

Recommended: j}L 
Not Recommended: ----

Block: 55 

Bonus/Acre 

Rental/ Acre 

Date: 

DATE: 09-Sep-98 

Base File #: 153249 

Abstract: 5993 

$50.00 

$1.00 

------

Not Approved: ___ _ 



TnnactDI # 2798 

LBsslr: Meeker, J.J. 

Lassoo: Clay Johnson 

lfASE IISCRFTION 

Clulty 
REEVES 

REEVES 

TERMS IIFERED 

Pnnary T 81'111: 

Blnls/Ain: 

R111~A1n: 

Roymty: 

COMPARISONS 

Mf# 

Js years 

13/16 

RAL REVIW SIIET 

L. Collier 

8/19/98 

186.67 

Base FIB No Pll1 Sac. llloli Twp ll.rvay 
153249 ( N/280 acres) .........- JQ_ 55 

55 153251 LN/280 acres) / 34 

TBIMIIHIMJIID 

I Pltlryl- Js years 

$so.oo 1 Bllu/Ain 

$1.oo 1 ~Ain 

Roymty 13116 

05S 

05S 

$so.oo 1 

$1 .oo 1 

T & PRY CO 

T& P RYCO 

ll 0 

Data 111'111 BIIU/Ac. ~Ac. Roy~ llatml 

Abst# 
5993 

5998 

,.----- --... C :=J L---1 _ ____J I tast Laasa 

:=1 :-:-::=:~ ~================: I II I ~~ ~======~ 
:=[=·====~ ~=-===========~ .___ _ ___J I II I L______j .._ _ _ __, 

~==~ ~===============~ ~===~ : II I :==== ~======~ 
'-----------' ..._ _______ __.J ._ __ __J c=J I I '---- ._ ___ __J 

ConiiBrta: JGross acres 560. First & second year rental $1 .00, third & fourth year rental $16.67. _____ ___J 

Wednesday, September 09, 1998 
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' G eoeral Laad Office 

Re.Jioqohbmor Act LU3e Form 
Reviud, September 1997 

(Give Pe:man.c:nt Addrcs) 

I. GRANTING ClAUSE. FOf' and in ccn.sidcr.ltion of the amoants st3ted below md of the c:ovenmts znd agr=ots to be paid.lc..~t md ~armed by 
Lessee lmder this lease, the St:u.e ofTc::us acting by and through the owner oftbe soil bcrcby p-mts, I= and lets umo Us.sc:e, fot the sole and only ll\II'iX= of 
prospecting and drilling for and producing oil and in. laying pipe lines. bu:tding t.anks, stming oil :md ouilcfmg power stuions., tdepb.onc I~ and od:lct stnzctw'e3 

thereon, to produ~. ~c, t.aJc.c = ot; tre3t and transport said prcduc:u of the le:JSC, the following la.ad.s s itllated in Reeves County, Stale 
ofT c:us. to-wit: 

The No rth 280 acres of Section 30, Block 55, Township 5, 
T&P Ry. Co. Survey. 

eonj!i~lttt,.,. .. , _...:2:...::8:...:0~--- acn:s., more or lc=. The bonu:s ccnsidcr:ltion paid fer this I= is :lS follows: 
••• 
•••• • • • •• • 
• 

••• • • • .... 
To t.'lc: S t:u.e ofT=: 

Dcllan (S 

To the owner of the soil: 
Doll3n (S 

Two Th o usand Th r ee Hu ndred Thir:t~-:tb r:ee 
2,333 25 ) 

TvTO Tl'tousand Th r e e Hund r e d Thi r t y- t h r ee 
2.333. 25 ) 

and 25l l OQ --

a nd 2sL1oo---

• ...... 
• • 
• 

T oLllbonusc:on.sic!=lLioo: Four Thous a nd S i x Hundred S ixty- six and 50/100-----­
Dollan (S. _ _ .::o4-t.r~6~6~6:!...!... • .:..!5~0:...._~) 

Fifty and No/100----------------------
Th• ~nus ccnsideration paid r:pr=ts a bonus of. ____ --.=""l'r""'l"'"l"r-------:c··-------:;:;-;::;--~::;-----------

• • Doll an (S. __ ..=S:....:O~. -=0:....:0:::_ ____ ) per =. on 9 3 • 3 3 na ac:s.. 
• 

• • •••• 0 • ( ) 

• ~ TElt.\1. Subj ect to the other prov isions in this lease:. this lease sh311 ~for a ~:m of F 1 ve 5 years fro m this date 
{he:ein c:lllc:d 'pr.mary term") and as long thc:re:Utc:r :tS o il and gas, or : ithc:r o fthc::u. is produe:d in paying quantities from said land. 
As used in this 1=. the term •produc::d in paying quantities" me= that the recdpts from the sale or other authcri.z.:d ccrruncrc:iaJ usc of the subs t:ltlc.::{s) covc:rcd 
exceed out of poclc.ct opcntional cxpen.scs fur the six months last past. 

3. Delay Rentals: If oil or gas m paying quanti!les is not bemg produced from the premises on the first anmversary date of thiS Lease and there 3re then no dnlling 
operat ions b.:mg conduct.:d on the premises. then this lease shall tc:rmmate unless. on c r before such anmversary date. Lessee shall pa~. v, directly to the o"ner of the soil 
and a like amount paid or tendered to th.: COMMISSIO~ER OF THE GE~ER.-\L LAND OFFICE OF THE ST.--\TE O F TEXAS, AT AUST().;, TEXAS. a dday rental m 
th.: amount specified in the following schedule multiplied by the number of acres then covered by this lease, which pa~ment. ''hen timely made. shall conunue thiS I elSe for 
a period of one (I) additional year. In like manner a."ld upon pa~ment of the amounts set out in the: following schedule. this lt:asc: may be funh.:r contmue for successive one· 
year periods dur ing the primary term of this lease pro' ided that payment IS made on or before: the anniversary date: 

Ann1'e~saf\ D:ue DeJa, Rental per -\ere 
F1rst S 1 00 
Second S 1.00 
Th1rd S 16.67 
Founh S 16.67 

frue a11d eerroot 
copy of 

Original filed in 
Reeves County 

Clerks Offi ce 



. 4.. PRODUCTlON ROYALTIES. Upon production of oil and/or gas. L:s~e agrc.es to pay or cause to be paid one-half(l/2) of the royalty 
prov1~ed for Ill this lease t.o the Commissioner of the ~raJ Land Office of the St.a.tc o fTc:xas. lLAustin, T=. and onc:-balf(l/2) of such royalty to the owner of 
the SOil: 

(A) OIL Royalty ;>ayable on oil., whic.'l is de!i.oed as including all hydroc:~tboOJ produced in a liquid form at the mouth of the well and Usc~ all 
condensate. distillate. and-other liquid hydrocarbons =vered from oil or gas run through a SCjlantor or other equipment. as be.-c:ina&.r provided. shall be 

3/16 part of the gross production or the m.arlcet value th=t; a:t the: option of the owru:-r of the soil or the Cca:unissioner of the 
General Land Office. such value to be dcterm.incd by I) the highest pos-..ed price. plus premium, if Uly, offered or paid for oil. condensate. dis-..i.llatc:, or other liquid 
hydro<=boru_ rcspectivejy, of 3likc type md gravity in the gc:nc::a.l area wbue produc..~ and when nm, or 2) the highest ~price thereof otrc=i or paid in the: 
ge~..U arc:a where produ'kd and when run. or 3) the gross proceeds of the sale thereo~ whicl!ever is the p-c3.1a. L=e: agre-...s tha.t before any gas produc..-d from the 
leas<:d premises is sold, ~d or pnx.=d in a plant, it will be ;-un !'r:: of cost t.o the royalty ownc::n through m adequate oil :!Dd gas SCj72T.U!:r o f conventional type. 

0 
other equipment at !cast as efficient, so th31 all liquid hydro~ns recovaable from the ps by suc:!l r:qe= will be =~reel Tnc: n:qui=t that such gas be run r 
through a separator or o ther equipme."lt lilli)' be wajved in writing by the royalty owners upon such t.crms and conditions as they pn:;scnbe.. 

(B) N ON PROCESSED GAS. Royalty on any gas (mcluding tlarcd gas), w):Uch is deftncd ~ all hyc:lro<=bons and gaseous substances not dcflllCd 
as oil in subpangraph (A) above, produc:ed from any well on sa.id Janfc::xr:ept as provided herein with l"C$j)ect to ps proc:=d in a plant for the cxtra.ctioa of 
gasoline. liquid hydro=bons or other produetl) shall be 3 16 · part oftbe gross production or the marlcc:t value thereof; It the option of the 
owner of the soil or the Commlssioner of the Gene:oll Land Office. such value to be ~~ed oo the higllest ma.rXet pric:: paid or offered for gas of comparable quality iD 
the: general 3.Ce3 where produced and wb= run, or the g:-oss pri= paid or offered to the produca, whichever is the gr=te:; provided that t.be maximum pressure base 
in measuring the gas under this lease shall not u my tin. : =d 14.65 po1mds per square inch absohnc, and the standard base tempenD..~rC s.baU be sixty (60) 
degrec..s Fal=:-.heit. corr=tioo to be nude for pressure = rcfiog to Boyle's Law, and for spc:cwe ~ acaJrding to tests made by the Balanc: Method or by the 
n:ost approved method of testing being ~d by the industry at the time of testing. 

(C) P~ESSED GAS. Royalty on any ps pro=ed in a gasoline pLlnt or other plant fo r the recovery of gJ.SOiinc or other liquid hydrocarbons 
shall b<: 3 L.! 6 part of the residue gas and the liquid hydrocubons exttacted or the marlcc:t value thereof; u the option of the 
owner of the soil or the Comm.issio::er of the: Gc::e.-al Land O ffice.. All royalties due herein shall be based on one: hundred pc:::c::nt (100%) of :he: total plant 
produc:ion of n::sidue gas anribul:!b!e t.o gas produced :iom this !ease.. and .:-n fifty perc..-nt (50%). or that pe.--c..'"llt acc:-uing to Lessee.. whic!'iever is the greater. of the 
total plant production ofliquid hydroc:ubons attributable to the gas produc:d from this le:J.Se; provided that if liquid hydrcc:u~ns 3C'C r:cove::-ed from zas pro=sed 
in a p lant in which Lessee (or its pare:1t, subsidiary or a.ffili:u.c:) owns an interest, then the pe::c::ntage applic:lble to liquid hydroczbons shall !: = fifty p7::c::nt (5001.) or 
the highest pe::c::nt ac..--ruing to a third par:y pro=sing gas thro ug.fJ such plant under a pro=ing ag:cc::n1ent aegotia:cd at = 's Jeng'.h (or if :.!en: is no such third 
party, the highest pcreem then being specified in pro=ing agree:-nents or cr. '\tracts in the industry), whichever is the greater. The respective royalties on r:sidue g:u 
;:md ~a !i~uid hydro=bons shall be det.c:rmined by I) the highest :nat'.:et pr.c : ? aid or offer:d for any g:lS (or liqu.id hydroc:Jr!:ons) ofcompanblc: qualiry in the 
gctf::;!l.=it!:t.. or 2) the gross pric: paid or offered for sue!:! residue 335 (or the · ,clght.c:d :IVe.-age gross se!ling pric:: for the respc~ive grades of liquid hydroc:ubons). 
whi~~;-;r is the g:re:u.c:r_ ln no event, however. shall the royalties payable under this pangraph be Je.ss than the royaltles which would h4ve be= due had the g:u not 
beQIO.P.~~ecl 

• (D) OTiiER ?RODUCTS. Royalty on c:ubon black. sulphur or any other produc-.s produc:d or manuf:u:rur.:d !rom gas (ac:Jlting liquid hydrocrbons) 
wh.f~~ !\id gas~ "casinghead, • 'ory, • or ar.y ot.'ler gas, by 5-al;:.icnating. lluming or :uty other ;m:c:ssing shall be .3/1 t> pan of the 
gro~ ~fdl:luc~on of such pro-:!uc:s. or the market value: thereo f, J.! :.'1e option of the owner oftr.e soil or the Cor=issioncr o f the Gene:-:tl Land Office. such market 
val.ui.~ M det.c:r.nined as follows: I) on the basis of the hig.~est marlc.et ;:- rice o f e:u:!:l produc: for the same month in wh.ic!'i sucb product is produced. or 2) on the 
basi! 0 1 ~ average gross sale pric: o f c:ac..'l product for the same month in whic.'l such produc:.s ar:: produced; whicbc:Yer is the gre=r . 

• 
eS. MINlMtJM R OYALTY. During any ye.1r aft a- the ::xpir:ltion of the: primary t.c:nn o f this lease, if this l=e is maintaine d !>y production, the royalti~ 

pa.t.c(~fo•~r this lease in no event shall be Jess than an amount c:qu:U to the total :llUlUal delay rental herein provicd; otherwise, then: shzil be due and payable on or 
before: thc.fast day of the :no nth succ:::: ding the anniversary date of this l=e a sum equal to the total mnual n:ntalle:ss the ~ount of royalties paid during the: 
p~!l~ear. lf?JJsg:::tplt 3 ofttlis Jc::xse does not spe~:fJ a delay IC:IIW artiOtmt; the:~ for the purj:o sc::s of this paragraph. the delay rental m:ount shall be one 
dollar (Sl.OO) per ac.--e. 

6. ROYALTY rN KIND. Notwithstanding m y other provision in this l=e.. at any time o r from time to time, the owner of the soil or the Convnissioner 
of the General Land Offic: may, lL the option of e ither, upon not Jess than sixty (60) days ootic: to lhe holder of the lease. require that the payment of any royalties 
accuing to such royalty owner under this le:J.Se be made in kind. r , e owner of the soil's or the Commissioner of the Gencr.U Lind Office's right to take its :uyaJry in 
kind s~J not dimin~ or neg:u.c: the owner of the: soil's or the Commissioner of the: Gcne...U Land Offic:'s rights o r Lessee's ooligations., whe:!lc:r e."tpress or implied. 
und::: this lease. · 

7. NO DEDUCTIONS. Lc:.sse: agrees that all royalties :u:c:.-uing under this lease (including tho~ paid in kind) shall be ':"ithout dc:duc:ion for the cost of 
produclng. gathering. storing. separating. t:re:uing, de.'lydra.ting, cor.: pressing. processing. tr.lnSporting. and otherwise malcing the oil, &:l.S ar.d other products -
he~under ready for sale or usc:. Lessc:c a.gm:s to compute: and pay royalties on the gross value_ n:c::Ved, including any reimbursements fur scveranc: uxes ;:md 
production re lated costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall b<: payable: on ;my gas as may n:pn:;sc:nt this lease's proponiooarc share o f J11Y fud used to . 
process gas produced he:-eundc:r in any proc:.:sir.g planL Notwiths~ding any other provision of this lease, and subject to the written consent of the owner o f th~ so il 
;:md the: Commissioner of the GcneraJ Land Offic:, L:sse:: rruy recyc le gas for gas lift puryoses on ~'lc leased prc:nises o r fo r !.njcdon L,to :l.."IY oil or gas produc&ng 
fo rmation underlying :.he leased premises after the liquid hyeroc:!Ibcns co nuined in the: gas have be: n removed; nc royalties shall be pap.ble on the n::ycled gas 
until it is produced and sold or usc:d by L:ssc:: in a manner whic!l cnt;tles tl'le royalry owne~ to a royalty unde: this lease . 

9. ROYALTY PA YMBITS A."'D REPORTS. All royaJ;ics not take:~ in kind shal ll:e paid to the C;mun issione: of the ~:Je:-al L~nd Of.ic: lL Austin. 
Tex as, in the following manner: 

P ayment o f royalty on production of oil and gas shalll:le as provided in tr.e rules set for-~ in t.'le Te:::as Rc:gist.c::. Rules c~ntly i'rovidc thJ.L royalry.on oil is due 
a.nd must t c rcc : ivd in the c~neral Land O F.ic: on or be:orc :.he 5th d:~y o: t!;e second :no nth succ...~ding the mon t.'l of procuc:ion, Jnd royJlty on gas •s due and 
must be receive d ir. the Gc:~er:U La.nd O ffic: on or bc:ior: L'le 15th day of the ~cor:d month succ.::: aing the month of production, accompanie d by the .l.F.i~Jvit ~~ t.'": :: f 
own~r. m;:m31::r or othc: authori::ed agent. completed in the form :1.r.d mann.cr prcsc:ibc:d by the Gc :1c :-:tl Land Office :111d sho;:ing. :.'le g;oss a.r.1our.t ~~ d•sp~Sitl~~ 0 

al l o&l a.nd gas p roduced and the m:~tket value: o f the oil and gas. togethc w 1th l copy of lll docume :1ts, records or repor-.s con:uT:ung the ~rJ0c'lf~~"d!Y'ffe~ 

copy of 
Original filed in 
Reeves County 

C:lerks Office 



, and nwlcct value lncludlag ps meta re.Omp. pipeline receipts. ps line receipts and other c.bccla or memoranda of amount produc:cd and put into pipelines, bnlc:s. 
or pools and gu lines or ps S10f'q'c. and any other n:pons or rcc:cnb wtuc:b the Gcocnl Laad Office uay require to verify me gross produaicu. d~ition and 

' maricct value.. In all c;ucs the authority of a~ or qent to act Cor the Lessee bcn:iD must be filc:d in the Gc:ncral Land Office.. Each royalty p&ymcnt shall be 
accompanied by a check stub. schedule:, summary or ocher remittance 8dvicc sbowiDg by tbc assipcd Gc:ncn1 Land Office lease numbct the amount of royalty bcUzc 
paid on each lc.asc. It Lessee pays his royalty oa or before thitty (30) days alta the royalty ~was due:, then Lc:ssec owes a penalty of S% oa lbc royalty or 
$25.00, 11thichevcr i.s p-ca&cr. A royalty payment which Is OYer' thirty (30) days late shall acauc apcaalty of 10% olthe royalty due or $25.00 whiclleTeris ~ 
ln addition to a penalty, royalties shall acaue iutcrcst at a rm: of 12"'h per year; such imcrcst will bcPn accruing when the royalty ls sixty ( 60) days OY'ctduc. • 
Affidavits md supporting doeumcnts which an: uot filc1i wbeu due sbalJ Incur a penalty iD m amoaat set by tbc Gencnl Land Office administrative rule 'llthich is 
effective on the <1* when the affidavits or supporting doc:umcnts wcrc due. The: Lc:sscc sha.IJ bar all responsibility for paying or causiDc royalties to be paid as 
prccribed by the due date provided herein. hymcm of the delinquency penalty shall iD DO way opcr21e to prohibit the: State's ri&ht ol forfeitun: u provided by Law 
nor act to postpone tbc c1a$ on which royalties "Were oti,UWiy due. Tbc above penalty provisions shall aot apply in a.sc:s of title dispute as to !he State's portioa ot 
the royalty or to !bat ponioo oltbc royalty in dispuu: as to fair mari:tt value. 

10. (A) RESERVES, COI'fffiACTS AND OTHER RECORDS. Lessee: shall annually furnish the Commissioner of the Gcncrall.and Oflice 'tritb 
its best possible estimate O( oil and &as rcsc:rves undcrlyiD& this lease or allocable to this lease and shall furu.i.sh said Commissioner with copies of all CODtncts tmdcr 
which IU is sold oc proc;:cssc:d :and all subsequent~ md amendments to such conuacts witbiD 1hirty (30) days alta c::ntcrioe into or malcinc such coatrxts. 
agn:cmcnts or IIDCIIdmcnts.. Such contnas IDd ~ whcD n:c:eivcd by the GcDc:ral Laad Office shall be bdd iD contidcD<:e by lhc: Gc:oaal Laad Of!ke 1XIlc:ss 
olhawise authorized by Lc:ssec.. All other contracts and reccrd.s pcrtaininJ to the produc:tioa, tnmporw:ion, sale and awUting of the oil and ps ~ oa said 
pn:miscs. incJudin&lhe books ~ accounts, receipts and c1isclw'ges of all wells, tuks, pools. mctc:rs, md plpcllm:s shallll aD times be: subject to inspcttion aDd 
cx.vnination by lhc: Commissioner of the Gcncn1 I...and Office, the Attorney General, the Governor, or the: rc:ptc:SC~~tative o(aay o(tbc:m. . 

(B) PERMITS, DRn..UNG RECORDS. Wria.cn oodce of all opc.radons oa this lc:a.se shall be subtnia:cd 10 die Commissioner of the GaxnJ 
Land Office by L=ec or opc:ra101 five (S} days bc!on: spud dare, woricovcr, n:-cntry, ~enporary abandonmcot or pluc and abandonment of arry "'NeD or wells. Such 
wriaen notice to the: General Land Office shall inc:ludc copies of Railroad Commission forms for application to drill Copies of well tests, completion reports and 
pluuin& reports shall be supplied to the Genc:ral Land Office at the time they arc filed with the Texas Railroad Commission. All applications, pc::rmits. repons oc 
other filinp that refetcr~ce this lc:asc: or my specific weD on die: lc:asc:d premises and that arc submil!:d tc ~Texas IUJlroad Commission or any othct eovcrmncntaJ 
acc:ncy shall include the word "Sta.tc• in the title. Additionally, in XCOI'dance with JWiroad Commission rules, any si~ on die: leased premisc:s foe the purpose of 
identify in& wells, taoJc baa.c:ries or olhct associated improvements to the bnd must also include lhc: word •staa:. • Lessee shall supply the Gcnc::ral Land Office with 
any records, memo~ accounts, rc:pons, c:uttin~ md cores, or otha- in£onnation relative to the opcntion oflhe above-dcsaibcd premises. which may be 
requested by the Gencnl Land Office:, in additioa to those herein expressly providc1i for. Lessee shall Uve an clcelrical and/or radioactivity survey made oa the: 
bon:-hole section, from the base of the surface casing to the: totlll depth of well, of all wells drilled on the above described premises and shall transmit a true: copy of 
the loe ofc:adl suney on each well to the: Genc:ral Land Office withia fiftc:ea (lS) days after the making of said survey. 

• • • • • • (C) PENAL TIES. Lessee shaJI incur a penalty whenever reports. documents or od!er materials an: not filed in the General Land Office when 
due. 'Th! J,cnalty for late filiag shall be set by the: Genenl Land Office administrative: rule which i.s effective on the dau: when the materiall were: due: in tbc: General 
~t1t%it• 

•• • 
• 11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. U: during the primary tam h=fand prior tc discovery and production 

of oJI"~ on said land, ~ should drill a dly hole or boles the~n. or if during the primary tam hereof and a.fta the c1isccvcry and actual production of oil or 
gas ~ ~c: leased premises such production thereof should cease from any cause:, Ibis lease shall not tmninau: if on or before the expiration of sixty (60) days from 
~ 2~ CO!J!Pietion of said dly hole or cessation of production Lessee commences additional dri.IJing or rc:worlcing operations thereon. or pays or tenders the next 
annual d'eTar rental in the: s;une manner u provided ia this tease.. u; durinethe last yC'Jr of the: prinwy tc:nn or wit!Un sixty (60) days prior thereto, a dry hole be 
compl•ted and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights $hall remain in full for= and effect without ftutbc:r operations 
until the: c:q~iration of the primary term; and ifle:ssc:c: has not resumed production in paying quantities ill tbe expiration of the primary tetm, Lessee: may mainl3in Ibis 
lca!c.W~ducting additional drilling or rc:worlcing operations pursuant to P;ngraph 13, using tbc: expiration of the primary term as the: dau: of cessation of 
production_undc:r Paragraph 13. Should the fim well or any subsequent well drilled oa the: above descn"bc:d land be completed as ~shut-in oil or gas well within the 
prilfl~qn hcn:ot; Lc.ssc:e may resume: payment of the aooual n:ntal in the~ manner u provided bc:n:in on or befon: the n:ntal paying date: following the 
expiration of sixty (60) days from the date of completion of sudl shut-ill oil or gas well and upon the failure to mm such payment, this le:~Sc: shall ipso facto 
tenninate. 1f at the expiration of the primary term or any time: tbc:n:aftc:r a shut-in oil or gas well i.s l~ted on the: lnsed prc:mlses, paym~ts may be made in 
accordance with the: shut-in provisions bc:rcoC. 

12. DR.ll.LING AND REWORXING AT EXPIRATION OF PRIMARY TERM U: at tbe expiration of the: primary term. neither oil nor gas is being 
produced on sa.id !and, but Lessee is then engaged in drilling or rc:wtlricing operations thereon, !his lease shall remain in force so long as operations on said wdl ~r for 
drilling or rc:worldng of any additional well an: prosecuted in good fa.ith and in· woricmanlike manner without intenuptions totaling more than sixty (60) days dunng 
any one such operation, and if they result in tbe production of oil and/or g;u, so long thc:n:a.fta u oil and/or gas is produced ia paying quantities from sa.id land. or 
payment of shut-ia oil or gas well royalties or compensa10ry royalties is made u provided in this lc:3Se. 

13. CESSATION, DRILLING, AND REWORKING. u; aft.c:r the: expiration of the primary tetm, production of oil or gas from the leased premises, a.ftu 
once obtained, should cease from any cause, this lease shall not tenllin.u: if Lessee commencc:s additional drill in& or reworking opc:ntioas within sixty (60) days 
aftu such cessation, and this lease shaiii'CtiWn in full for~:e and effect for so long u su.ch operations continue: in good fa.ilh md in worlcmanlilcc maonc:r without 
interruptions totaling mon: than sixty (60) days. If such drilling or rc:worlcing operations result in tbc: production of oil or gas, the lease shall remain in full force and 
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment o( shut-in oil or gas well royalties or payment of compcnsa!Dry 
royalties is made: as provided herein or as provided by law. If the drilling or reworking operations rc:sult ia the: completion of a well as a dry hole, the lease will not 
terminate if the: Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry bole:, and th.is leJSe 
shall remain in effect so long as Lessee continues drilling or rc:wtlrlcing o per.uion.s in good faith and in a worlonanlilcc: matUler without inturuptions toLllil'lg more 
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHtJT-rN ROYAL TIES. For purposes of this paragraph. •well" meJOS any well that bas been assigned a well number by the su.te agency ?avin_g 
jurisdiction over the production of oil and gas. If. at any time: after the expiration of the primary term of a lease: that. until being shut in, was being ma.intaJned .10 

force and effect, a well capable: of producing oil or gas in paying quantities is locau:d on the leased premises, but oil or gas is not being produced for lack of suatable 
production facilitiel or lack of a suitable marlcet, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the 
lease:, but not less than Sl,200 a year for each well capable of producing oil or gas in paying quantities. lfPJJagJaph 3 ofchts le:xse doe:s not specify a dcla) rental 
11mot1nt; !hen for the purposes of this paragr.~ph. the del:~y rental amount shall be: one dollar (S 1.00) per acre. To be effective, e:u:b initial sbut· in oil or gas royalty 
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must be paid on or before; (1) the expindoa oflbc primary tmn, (2) 60 days aft.cr the Lessee ccasc:s to produce oil or cas ti'om the leased premises, or (3) 60 days 
after Lessee completes a drillin& or rcworic.in& opcn.tion in accordance with the lease provisioas; whichever da.tc is lalCSt. Sud! paymenl shall be made ooe-half(l/2) 
to the Commissioner of the GencnJ Land Office and one-half(l/2) to the owner of the soU. I! the shut-in oil or ps royalty is paid, the lease shall be c:oa.sidcted to be 
a proclucinc lease and lbc payment shal.l extend the t1:tm of the lease for a period of ooc yQr ti'om the end of tbc priDwy tc:rm. or ti'om the first day of the month . 
followinc the month in wbidl production c.eascd, and, aft.cr that. it no suitable production bcilities or suitable awlcet for the oil or cas exists, Lcs.scc 1112)' extend the · 
lease for four more successive periods of one (I)~ by payioc the same ~unt ea.c:h y:ar on c; bcfuo ~ e;cp&.'iliou oi c:xh ihLil-in yuz. 

IS. COMPENSATORY ROYALTIES. I( durin& the period 1bc lease Is kept ill dfcct by JnYIIlCD1 of the shut-in oil or ps royalty, oil or psis sold and 
delivered in payinc quantities .&om a wen Joca&cd withia oac thous&Dd (1,000) £ect of the leased premises aod completed iD tbc same produc:iDc n::servoir, or io my 
c:asc in which draina&e k occunioc, tbc ri&ht to COGtinuc to mainlaill the lease by J)3Yinc the shut-in oil or ps royalty shal.l c:ea.sc, but the lease shall ranaiA effective. 
for the remainder of tbe yuz for which tbe royalty has bcc:o paid. The Lessee may nWnt2in tbc lease for four IDOl'C succasivc yean by Lcs:scc Parin& ~ 
royalty at the royalty rate provided in the lease oftbe market value of production ti'om tbc weD causincthe drainage or which is comple~ in the same producin& 
reservoir and within ooc tho=d (1,000) feet of the leased~ The compcnsauny royalty is to be paid monthly, ooe-half(l/2) to the Commissioner of !be 
Gcnen.J land Office and onc-ba.IC(l/2) to lhc owoer of the soil. bqinnin& oo or before tbe last day oftbe month foUowinc the month in whic:h lbe oil or psis 
produced ti'om the well c:ausinc tbe dninap or that is complcll:d in the same produclnc ~ir and Joc:md within oac thousand (1.000) feet of the lcascd premises_ 
If the oompensalOQ' royalty paid in wy 12-mondl period is illm amount less dlaA tbc annual shill-in oil or ps royalty, Lessee shall pzy m amouat equal to lhc 
di1rereoce withiJl thirty (30) cbys &om lhc end of the 12-montb period. Compensatory royalty paymcms which are DOt timely paid will acc:nJC peoalty and in~ in 
accordance with Panp-apb 9 of this lease.. Nooc oflbcsc provisions will relieve Lc:ssce oftbc obliptioo of reasonable dcvdopmcnt nor lhc: obliptioa to drill offSet 
wells as provided in Texas Natural Rcsoarccs Code 52.173; bowcvcr,lt the: dcten:nin.atioa of the Commissioner, md with the Commissioner's written approval, the 
paymcnl of compensatory royalties c:aa satisfy tbe obliptioo IX) drill offset wells.. 

16. RETAINED ACREAGE. ~twithswlding aoy proYisioo of this lease t.o tbe contrary, after a well producing or apable of producing oil or p.s has 
been completed on the leased premises, Lcs:scc shall exercise the diligence of a reasonably prudcrtt opcratDr io drillinc suc:h additional well oc wells as may be 
reasonably nccc.ssary for the proper development of the leased premises and in m.arUting the production thereon. 

(A) VERTICAL. [n the CVCD[ this lease is in force and etfc.ct [Wo (2) years after the cxrir.stioa date of me primary or c:xtl:nded term il .slW.I then~ 
as to all of the leased premises. EXCEPT (1) <W acres surrounding each oil well capable of producing in payinc quantities and 310 aac:s SWTOunding ach ps well 
capable of producing in paying quantities (mcludin& a shut-in oil or gas well as provided in Paragraph 14 bcreot). or a well upon whlc:h Lessee is then engaged in 
continuous drilling or reworlcing operations. or (2) the number ofxm included in a produeing pooled unil pumwll to Tc::as Natural Resources Code ~2.1SJ­
S1.1SJ, or (3) such gre:uer or I= number of acres as may then be allocated for production purposes t.o a prontion unil for each such producing well under the rules 
and regulations of the Railroad Commi.ssion ofTc::xas, or 31Tf su=sor agency, or other govcrornc:nul :wlhority havingjuris(!iction. I fat any time after the dfeaive 
date of the partial tennination provisions hcTeof; the applicable field rules are chanced or the :-vc:U or wells loc:tt.ed thereon are reclassified so t.lw less aauge is 
the¢!1#!/vlocaled to said well or wells for produaion pwposes, this I= shall thereupon tcrm.in3%1: as to all_ acreage not thae:lftcr allocated to said well or wells for 
prodftc~ pu:poscs.. Notwilhstandinclbc termination of this lease as to a portion of the lands covered hereby, Lessee shall ncvcnbclcss continue to have the righl of 
in~ )'fld egress from the lands still subject to this lease for all purposes described in Pvagraph 1 hereof; together with easements and righ~f-way for existin: 
roa!U,~fing pipelines and other existing facilities on. over and across all the lands described in Paragraph I hcreofrthe retained lands"), f.or access to and from the 
rcu.in«f lands and for the gathering or transportation of oil, gas and other mincnl.s produc.c:d ti'om the retained lands. .... . 

• • • • • tB> HORIZOt-IT AL. In the event this lease is in force and effeC[ lWO (2) years after the expira.tioo date of the primary or extended tcm1 il shall further 
tcnninate ¥ IX) all depth.s below I 00 feet below the total depth drilled (hcrcinafta "deeper depths") i.n ea.ch weU located on aaeage retained in P2ngraph 16 {A) 
abd\-t: Mt:ss on or before two (2) yean after the primary or extended IUm Lessee pays an amount equal to one-half (112) of the bonus originally paid as 
consid;ration for this lease (as specified on page 1 hereof). If such amowu is paid, this lease shall be in force and effect as to such deeper depths. and said 
tcnninatio'lshall be delayed for an additional period ofrwo (2) ycm :~~~d so long therea.ft.cr ~oil or gas is produc.c:d in paying quantities ti'om such deeper depths 
co~~islease. 

• • • • • 3c> IDENTIFICATION AND Fll.D'lG. The surface acreage retained hereunder as IXl each weU shall, as nearly as pr.JCtical. be in the form of a square with 
the ..:elllocaled in the center thereof; or suc:h other shape as may be approved by the Commissioner of the General Land Office.. Within thirty (30) days after partial 
tcrrnination of this lease as provided herein, Lessee shall cxecutc and record a rele:sse or releases containing a satisD.ctory legal dcscriptioo of the aaeage aDd/or 
depths not retained hereunder. The recorded release. or a ccnilied copy of same, shall be filed i.n !he ~eral Land Office, accompanied by the filing fcc prcsaibcd 
by the General Land Office rules ill effect on the c!atc the release is filed. If Lessee fails or refuses to executc and record such release or releases within ninety (90) 
days after being requestcd t.o do so by the GcncTaJ Land Office. then the Commissionct" at his sole discretion may designate by wrillen instrument the aaage and/or 
depths to be released tlereunder and record sud! instrumcnl at Lc:ss«'s expense in the county or counties where the lease is located and in the official records of !he 
General Land Oflfce ;111d such designation shall be binding upon Lessee for all pwposcs. 

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lcs= of his obligation to prol.eCt 
the o il and gas under the above-<lesaibed Wid fi'om being drained. Lessee, sublessee. rec.c:iver or other agCll[ in colliTOI of the leased premises shall drill as rnany 
wells as the facts may justify and shall usc appropriate means and drill to a depth ncccssasy to prevent undue drainage of oil and gas .&om the leased premises .. In 
addition. if oil and/or cas should be produced in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is be inc 
cfrajned by production of oil o r ps. the Lessee. sublessee. receiver or other agent in conO"'I of the leased premises shall in good faith begin the drilling of a well or 
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completcd within 1.000 feet of the leased premises start producinc 
in c::ammercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the starutory offset obligation may subject this lease and the owner of the 
soil's agency rights to forfeirurc. Only upon the determination of the Commissioner of the General Land Office: and with his written approval may the payment of 
compensatory royalty under applicable swutory parameters salisfy the obligation to drill an offscl well or wells required under this paragraph.. 

18. FORCE MAJEURE. u; wr a good faith ~ffort, Lessee is prevented ti'om complying with any c:xpres:s or implied covenant of this lease. from 
conducting drilling oper.u.ions on lhe le;ued premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, suilccs, acts of God, or 
any val id order, rule: or regul:ation of government authority, then while so preventcd. Lessee's obligation to comply with such covenant sh:!.ll be suspended :utd Lesse: 
sh:!.ll not be liable fo r damages for failure to comply with such covenants; additionally, this lease shall be extcnded while Lessee is preventcd, by any such cause, 
from conducting drilling and reworking operations or fi'om producing oil or g;u from the le:ued premises. However, nothing in this PataV"Ph shall suspend the . 
pay ment of delay rcnuts in order to ma.inuin thu le;ue in effect during the primary tam in the abse nce of such drilling or reworking oper.u.ions or productioo of oil 
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19. WARR.ANIY CUUSE. The owner of the soil W3IT"&tlts and agRes to defend title ID the leased premises. [[the owner of the soil dcbults in 
payments owed on the leased prcmisu. then Lc:s3ce 1%13)' m1ccm lbc rights of the owner of the soil in the lcasc:d premises by payinc any mortp&e, Wces or oth li 
on the lcas(:d premises. If Lessee makes payments on bch.alfofthc owner of the soil uader this parqrapb. Lessee 1%13)' recover the cost ofthc:se pa)'ments from~ ens 
ren111 and royalties due the owner of the soil 

. . 20. (A) PROPORTIONATE REDUcnON CLAUSE. lflbc owner of the soil owns lcssthm lhc entire undivided surfxc e:sta.11: in the ~ve 
~escnbed I~ whether cw DOt Lessee's interest is specified bcrcin., then the royalties and rcnt.JJ ~provided to be paid 10 lhc owner of thc soil shalt be paid 10 hi= 
Ul the proporuon which his inll:rest bean to lhc entire tmdividcd sumcc csw.c and the royalties and rental bctein provided to be paid to the Commissioner or the 
General Land Office of the S~ ofTexas shall be lilcewi.se proportionately reduced. However. be !ore Lcsscc adjusts the royalty cw rcnt.JJ due to the Conuuis:sioocr of 
~c General Land Office, Lcsscc or his authorized rcprcscnwive must submit to the CAmmissioocr of the <JcucnJ Lmd Office a wriacn stm:mcnt which c:xp~ lhc 
diScrepancy between the Bltetest purportedly leased under this lease and the acrua1 inrucst owned by the owner of the soil. The Commis.sioner of the General Uud 
Office shall be paid the value of !he whole prodo~oa allocable to any undivided iatcrcst not c:ovcrcd by alcasc..lc:s:s the proponionate development and prodiiCtioQ 
c:ost allocable to such undivided iDlcrcst. However. iu ao event shall the Commissioner of the Gc:ncnl Lmd Office receive as a royalty on the gross production 
allocable to !he undivided iutcrcst not leased an amount less thaD lbc value of one-sixteenth (1/16) of such p-oss.productioa... 

(B) REDUCTION OF PAYMENTS. I~ during tbc primary term, a portico oflbc land tevc:=l by this lease is included withiu the boundaries 
of a pooled unit that has been approved by the Scllool J...and Board and the owner of the soil in Kc:ord.aoa: with Naoznl R.csourccs Code S=tions S2..1S1-S2..JS4, or 
IL at any time alter the expiration of the primary tenD or the c:xn:ndcd tenD. this lease c:ovcn a lesser number of -=s than the toul amount described herein. 
payments thar arc rnadc on a per acre basis bcrcunder sbal1 be reduced accordin& to the number of aacs pooled, released. surrendered. or otherwise scvcrcd. so that 
payments determined on a per ~ blsis under the terms of this lease darinc the primary tum shall be calculmd based upoo the number of acres outside the. 
boundaries of a pooled unit. cw. if after lhc expintioo of the primary t.cnn.lbc number of acres a.dUal.ly retained and tevcred by this lease.. 

21 . USE OF WATER. Lcssc.c shall have the right to use water produced on said land necessaty for operations mdcr this IC3Se except water from wells or 
Wlks of the owner of the soil; provided. bowcver, Lcsscc shall oot use potable water or water suitable for livcstocJc or irrigation purposes for wat.aflood opcn.tions 
w ithout the prior ~nsent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lcsscc shall pay the owner of the soil for damages caused by its operations ID all personal property, improvements. 
livestock and crops on said land. 

23. PlPEUNE DEP"TH. When requested by the owner of the soil. Less~ shall bwy its pipdincs below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to my bouse or b1111 now on said prc:mi.scs without the 
wriae!' ~~t of the owner of the soil. 

• • • 
• • ~- POLLt.JTlON. In cia-eloping this area. Lessee shall usc the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 

foreal!i?!l:llPIIut ion of coa:stal wetlands, n.a.rura.1 wa~Ct"Vt'a)'S. rivers and impounded water shall be prevcrued by the usc of containment facl1ities sufficient to prevent 
spilla!!. s~age or ground wat-:r contamination.. lo the event of pollution. Lessee suJI usc all means at its disposal to recapture all escaped hydrocarbons or other 
polluul\t and shall be responsible for all damage to public and privar.c properties. Lcsscc shall build and maintain fences around its slush. sump, and dr.Unagc pits 
and ~icries so as to protect livcstoclc against lou, damage or injury; and upon ~mpletion or abmdonmcut of any well or wells, Lessee shall fill and level all 
slush~ .00 cellars and completely clC3tl up the drilling site of all rubbish thereon. Lessee shall. while tenducting operations on the lc:tScd premises, keep said 
prcm~cs frac of all rubbish, cans. bottles, paper eups or prbage. md upon c:omplction of operations shall restore the~ of !he land to as ncar its origiru.l 
conc!i:iM ~ contours as is practicable. Tanks and equipment will be lcept painted and presentable. 

• 
~- R.EMOV AL OF EQUIPMENT". Subject to limitations in this paragrapll, ~ shall have the right to remove rn.achinc.ry and fixnlrcs pi xed by 

Lc.s/41Jft'\Gc leased premises, in<:luding the right to draw and ranovc casing. within one hundred twenty (120) days afb:r the expir.uioa or the term.ination of this 
lease unless. the owner of the soil grants Lessee an extension of this 120-day period. However, l.esscc may not remove casing from any well capable of producing oil 
and W~ing quantities. Additionally, Lessee may not draw and remove c::I.Sing until a.ft.cr thirty (30) days written notice to the Commissionerofthc General 
Land Office and to the owner of the so il. The owner of the soil shall become the owner of any mac:.hi.ncry,li..xtun:.s. or casing whic:.h an: not timely removed by Lessee 
under the terms of this p:an.graph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this pangnph and Pan.grapb 29 of this lease, the rights and c.sta1a of either party to this 
lease may be assigned. in whole or in pan, and the provisions of this lease shall extend to md be bindiug upon their heirs, devisees, legal representatives, successors 
and assigns. How~cr, a change or division iu ownership of the land, renta13, or royalties will not enlarge the obligations of Lessee, diminish the rights. privileges 
and e.swe:s 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 owncnhip or the land, rentals, or royalties shall bind Lessee for any purpose until thirty (JO) days alter the owner of the soil (or his heirs, devisees, legal 
repi"C1cntatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including tbc original recorded munimcnts oftitle (or a 
<:cnificd ~PY of such original) when the ownership changed because of a ~nvcyanc:c. A total or partial assigrunc:nt of this lease shall, to the extent of the int.creSl 
zssigned. relieve and discharge Lessee of all subsequent oblig31ions under this lease. If this lease is assigned in its entirety as to only part of the acre3&C. the right and 
option to pay rcnt.ah shall be apportioned as between the several owners ratably, according to the ara of uc:b, and failure by one or more of them to pay his share of 
the rental shall not Ufcct this lease on the part of the land upon whic:h pro rata rent.ah an: timely paid or tendered; however, if the assignor or assignee docs not file a 
certified ~PY of such assigruncnt in the General Land Office before the next rental paying date, the entire lease stwl tcmlinatc for failure to pay the entire rcnal due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all oblig31ions, liabilities, and penalties owed to the Sta1e by the original lessee or any 
prior assignee of the lease, in<:luding 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 lc:lSc in whole or in part by 
assignment without the prior written approval of the Commissioner of the General Land Office. this lease is void as of the time of assignment and the agenc:y power 
of the owner may be forfeited by the Commissioner. An usignmcnt will be tn:3ted as ifit were made 10 the owner of the soil if the assignee is: 

(I) a nominee of the owner of the soil; 
(2) a ~rporat.ion or subsidiary i.n which the owner o f the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a pannc:rship in whi<:h the owner of the soil is a panncr or is an employee of such a pannc:rship; 
(4) a principal sto<:kholder or employee: of the corporation which is the owner of the soil; 
(S) a partner or employee in a pannmhip whi<:h is the owner of the soil; True and Correet 
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(6) ~fiduciary f« the owner of !he: soil; includin& but 110( limltcd to a parcfWl. trust=, executot, admmi.stntor, reeciver, or amserva~ec for the 
01mCr of the soil; Of 

(7) a Wrlily mcm.bcr of !be owner of !be soil or related to the OWDCI' of the soil by marriage, blood, or ldoptl011. 
23. R.ELEA.SES. Under !be CQilditions contained in this paragraph and Pan&J21)h 29, Lcsscc ~ u any time execute and deliver to !he owner of lbc soil · 

an~ pbcc of record • release~ ~cases covcrin& any portion or portions of the I~ premises, md ~hereby s=odcr this lease as to such portion or portions, and be 
re~cd of all su~ucut obhpooos as to aaace surrendered. It any part of this lease: Is property SW'tclldcrcd. the delay tcDtll due under this lease shall be r=uced 
by the proportion Ula the surrendered aaeage bean to the aaeage which was covered by this lase immed"~ately prior to such surrender, however, such release will 
oot relieve Lessee of any liabilities which may have acaued under this lease prior to the S1llT'Cidcr of such acreage. 

29. FILING !IF ASSIGNMENTS AND .REL.EASES. If all or any pan of this I~ is assipd or released. such assir;nmcnt or relusc must be tcc«ded iD 
the county where thc land is situa.tcd. md the ~ed instrument. or a copy or die rcc:ordcd iDstnlmco14Xfti1Kd by the County Oc:rk or the county ill which the 
instrument Is rceordcd. must be flied ill the Gcnenl Land Office within 90 days or the last exec:utioD date accompanied by the prc:sc:ribcd filing fee. If any SIICh 
assipuncnt is not so filed. the rights~ under this lease shall be subject to forfcitllte at the option of die Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All pi"'VUioos pertaiui:ng to the lease or the above-described land have been included in this Instrument. includinc the 
swcment of the true considentioa to be paid for the c:xeeutioo of this lease aod the ri&hu md duties of the patties. Azly coUatenl qreemcnts con=ing the 
~lopmcnt of oil aod ras from the leased premises whicll are not contained in this lcasc reodcr this lase iDvalid. 

31. FIDUCIARY DtJI'Y. Tbc: owner oflbc: soil owes Ule State a fiduciary duty aod omst fully clisclose my faas ~~ tJ1c State's interest in the leased 
~remise1. When the interests of the owner of the soil con1lic:t with tbosc of the SLate, the owner of the soil is obligmd to put the State's inLcTcsts before his pets0aa1 
Ultcres!S. 

32. FORFEITURE.. Ifi..essce shall fail or retil.sc to malcc !be payment of any sum within thirty days after it becomes due, or ifl.cs3ce or an authorizcl 
agent should knowingly malcc any false rctum or lal.sc report cooccming production oc drilling. or it Lessee shall wl oc refuse to drill any offset wdl «wells in zood 
faith as required by law and the rules and regulations adopted by the Commissioner of !he Gcncnl Land Office, or if Lessee should fail to file reports in the mmncr 
required by law or fail to comply witJI rules and rqulations promulgated by the Gcncnl Land Office, the Sc:hool Land Board. or the Railroad Commission, or if 
Lessee should refuse the proper authority ac:~ to the records pertaining to operations, or ifLcsscc or m authorized agent should knowingly fail OC' refuse to pvc 
correct information to the proper authority, or lcnowingly fail or refuse to furnish the General Land Office a com:ct log of any ~11. or if les.scc shalllcnowingly 
violate any oftJie material provisions oftJiis lease. or it this lease is assigned and the aslignmcnt is not filed in the General Land Offic:e as required by Ia~, tbc: rights 
acquired under this lc:lSe sba.ll be subjea to forfeiture by the Commissioner, and he sba1J forfeit same wbcn sufficiently infonncd of the facts which iluthorizc: a 
forfeiture, and when forfeited the area sba.ll again be subject to leiJSe under the tams of the Rclinquishmcut Act. However, nothing herein sb.a.ll be construed as 
waiving the iWtomatic tenn.ina.tion of this leasc by opcra.tion oflaw or by rcason ofany special limitation arising bc:rcunder. Forfeitures may be set aside and this 
~~~~ rights thereunder reins wed before the righa of another interVene upon satisfactory cvidcuce to Ule Commissioner of the Gcnaa.l Land Offic:e of future 
comf!liatl& with Ule provisions of !be law and of this lease and the rules and regulations that may be adopted relative bcrcto . 

•••• • • • 
• • !3. UEN. In xcordanc:e wilh Tc:x.as NalUr.ll Resources Code 52.136, the State s!WI have a first lien upon iJII oil and filS produced from the area covered 

by thi' lease to secure payment of iJII unpaid royiJ.Ity and other swns of money that may become due under this lciJSc. By iiCCept:IDC:C of this lc:I.Sc, Lcs.sce grants !he 
St.a~ iruddition to the I~ provided by Tc:x.as Na.tllRI R.c.sourccs Code j2.136 and any otha applicable swutory lien, an c:xprc:ss contractUal lien on and security 
intemll.,_,;lllc:lSed mincnls in and extracted from Ule leased premises, all proceeds which may ac.aue to Lessee from the sale of such leased minerals, whether such 
proceeds ae held by Lessee or by a third party, and all fixtures on and improvcmcnts to the leased prem~ used in connection with the production oc proc::ssinc of 
suc~ta\t~minct'iJls in ordcT to secure the payment ofiJII royalties or o!ber amowu:s due octo become due 1mdct Ibis lease and to secure payment of any damages or 
loss~ Lessor may suffer by reason of Lessee's breiJCh of any covenant or condition of this lease, whether express or implied. This lien and security intercstiD.I)' be 
foreclosed ~UI or wi!bout court procced"Uigs in the manner provided in the Title 1, Chap~er 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Co~er may requit'c ~ce to execute and record such instruments as may be reasonably occcssary to acknowledge, iJti3Ch or perfect this lien. Lessee b=by 
represents that Ulcre are no prior or superior liens arising from and relatin& to Lcsscc's activities upoa the above-described property or from Lessee's ac:quisition of 
Uli.9 ~ fibould the Commissioner at any time dct=ninc that this representation is not true, then the Commissioner may d«lare this lease forfeited as provided 
hen: lB. 

34. POOUNG. Lessee is he~by granted !be right to pool or unitize the royalty interest of the owner of the soil under this lease wi!b 311Y other leasehold 
or mineral interc:st for the exploration, development and production of oil or ps or either of Ulcm upon the same terms as shall be approved by !be Scllool Lane! 
Board and !be Commissioner of the General Land Offic:e for the pooling or urutizing oflhc: intao::st of the State under Ibis lease pursuant to Texas Nafll:r.ll Resources 
Code 52.151-52.}53. lbc owner oftJie soil agrees that !be inclusion of this provision in this lease satisfies Ule execution requirements stated in Texas Natw:IJ 
Rcsourc:cs Code 52.152. 

35. INDEMNITY. Lessee hereby releases and dischatic.s thc State ofTcus aEd !be owner oflhc: soil. lhc:ir offic:ers, employees, partnc:rs.. agents, 
contracto~ subeontr:JCtors. guests, invitees, and their rc:spcctive succc.ssors and asligns. of and from all and any actions and c::wsa of action of every nature. or other 
harm. induding environmental harm. for which recovery or damages is sought, including. but oot limited to, all[ojSes and cxpeuscs which are cau.scd by !be 
activities or~ec, its offic:en, employees, and agents arising out ot; incidental to, or resulting from, the operations of or for Lc:s.sce on Ule leased premises 
he=dcr, or Ulat may arise out of or be occasioned by ~ce·s bre3.c:h of any of the terms or provisions o( Ibis Agreement, or by any other negligent or strictly liable 
act or omission of~cc. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and bold harmless Ule Swe of Texas and the owner of the soil, 
their officers, employees and agents, their succ:e.ssors or assigns, against any and all claims. liabilities, losses, damages, actions., personal injury (including dcuh), 
costs and expenses, or otber bann for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and 
other legal expenses, including those related to environmental haz::lrds, on the le:ued premises or in any w~ reliJted to Lc.ssee·s failure to comply wi!b any and all 
environmental laws; Ulose arising from or in any way relaLed to lessee's oper.uions or any other of Lessee's activities on Ule l~ed premises; !bose arising from 
U5sce's use of the swfac:e of the leiJSed premises; and !bose Ulat may arise out of or be occasioned by Lessee's breach of any of !be terms or provisions of this 
Agreement or any olhcr act or omisSion of Lessee, its directors, offiurs, employees, partners.. agents, cootnet.ers, subcontractors, guests, invitees, and their rtspective 
succ:ssors and assigns. Each assignee of this Agreement, or an interest therein. :lg.ICC.S to be liable for, exonerate, indemnify, defend and hold h:umless !be State of 
Tex:iJS and the owner of the soil, !heir officers, employees. and agents in !be SiJITle manner provided above in connection witJI the activities of Lessee, its office!l, 
employees, and agents :u described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE L'-llEMNill' OBLIGATIONS 
Ai'IDIOR LIABILITIES ASSUMED UNDER THE TERMS OF TIUS AGREEMENT SHALL BE WITHOliT LIMITS -""ll WITHOliT REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EX ISTING CONDmONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ..\l~Y PARTY 
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNlFIED PARTY), WHETHER SUCH NEGLIGE:-ICE BE SOLE, JOIJ'(i, 
CONCURRENT, ACTIVE, OR PASSIVE. 

True and Correet 
copy of 

Original filed In 
Reeves County 



36. ENVIRONMENTAL HAZARDS. Lessee shall usc the highest dell'" oC c:arc and ~I reasonable mepards to prncnt conamin.a.tioa or poDution or ­
any cnvironmcnal medium. iocludin& soil. surhc::c wucn, ~.sediments, and surf;ac::e or subsurfaec .s.tr31&. ambic:Dt air or any ather C11Yiconmc:ntsJ zncdiiii'Q • 
iD. Oft, or under, the leased premises, by any waste, poiiiiWif. or con12minant. Lc:ssce shall not briD& or permit to remain on the h:&sed premises any asbestos 
conwnin& matcri;als. explosives, toxic m.aurials, oc substances re&U}ued as h.azardous wastes, hzntdous nwcria1s, hazardous substmc;c:s {as tbc tcnu ·Hzatdous 
Substance'" is ~fined in the Comprehensive Eaviroomcntill Response. Compcr=Ooa and Uability Aa {CERCLA).. 42 U.S.C. Scctioas 9601, ctscq.).. oriDx.ic 
subsunc;c:s under any Cedctill. sta:r.c. or local law or rqulalloa ("H.az::lr'dous MueriW"), cxupt ordilwy pn~ducts commonly used iD coaocaioo wil.b oil and ps 
cxplorillioa and development opcl"iitions and stored iD tbc asualawlllCI' i111d quill'ltitics. u:.ssu·s 'r'10i..A7IG1': c:;nu: FCP~CO~G l'ROHIBmON 
SHALL CONSlTTtTTE A MATERIAL BREACH AND DEFAULT HEREUNDERAA"D LESSD: SHALL INDEMNIFY, HOLD HAR.-..ILESS AND 
D £FEND THE STATE OF TEXAS A.'ID THE OWNER OF THE SOU. FROM AND AGAINST ANY Cl.AL'-IS. DAMAGES. JUDGMENfS. PENALTIEs. 
LIABILITIES, AND CQSTS (INCLUDING REASONABLE A TTOR.'IEYS' FEES AND COURT COSTS} CAUSED BY OR ARlSING Otrr OF (I) A 
VIOLATION OF THE fOREGOING PROIDBmON OR (D) THE PRESENCE. REl.EA.SE. OR DISPOSAL OF A.'N BAZARDOtJS MATDUALS ON. 
tiNDER, OR ABOUT THE LEASED PRE."fl.SES DURING LESSEE'S OCCUP A..'lCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AA"D REI' AIR A.'W SOIL OR GROUNDWATER CONTA..,.DNATION A.'lD DAMAGE CAUSED BY THE 
PRESE.'lC£ OR RELEASE OF ANY HAZARDOUS MA TElUALS IN, ON, UNDER. OR ABOUT THE LEASED PRE.\OSES DURING LESSEE'S 
OCCUPANCY OF THE LEASED PilDOSES IN CONFORMANCE WITH 1liE REQt..'IRL'\iENI'S OF APPUCABLE LAW. TBlS 
lNDEMNinCA TION A.'ID ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS VNDERT AI<l::'i 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGUUTION.. LESSEE SHALL IM\IEDIAn:L Y GIVE 1l:fE STATE OF 
T!:'CAS AND THE OWNER OF 1liE SOU. WRITI'EN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. UPON 
Ll:AR.'IING OF nr£ PRESENCE OF ANY HAZARDOUS MA T£RIALS. OR UPON RECEIVING A NOTICE FROM A.'lY GOVER.'lML"oiAL -
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PR.E.'\11SES. THE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL Sl."RVIV£ THE DCPIRA TION OR £ARLIElt n:R.\IlNA TION. FOR ANY REASON. OF THIS AGJUL'\1ENT. 

37. APPLICABLE LAW. This lease is issued under the provisioa.s ofTcxasNatunl Rcso= Dldc 52.171 throu&h 52.190, commonly 1cno- u the 
Relinquishment Act, ill'ld other ;applicilble .starutc:s ill'ld UDCDdmcnts thereto, and if any provision iD this IC3SC doc3 not conform to these swucc:s. the na.rura will 
prevail over any nonccn!onnin& IC3SC provisions. 

38. EXEetrnON. This o il and ps lease must be signed and xknowledged by the Lessee before it is tiled of record in the county records and in the 
Gcncnl Land Office of the S tate ofTcxa:s. Oocc the tiline requitemcna fotmd ia Paragr;aph 39 oCthi.s lease have bcc:n .satisfied. the effective da.tc oCtbis lcazc shll 
be the date found on Pa&c 1. -

39. LEASE FU.ING. Pumwu to Ou.ptcr 9 of the Texas Business and Commerce Code.. this lease must be filed o frc:cord iD the office oftlie Counry 
Ocrlc in any cotmty ia which all or any pan of the leased premises is IOC3tel!. illld certi!ied cop ies thereof must be filed in the General Land Office. This I= is not 
effclti~til ;a ccttilied copy of this lease (which is mildc ill'ld certified by the Councy Clctfc from his records) is filed ia the Gcncnl Land Office in ;accord :~nee with 
Tc1~~arflr3.1 Resources Code 52.1&3. Additionally, this le:ue shall not be binding upon the State unless it rec ites the iiCtU~ ill'ld ll"Uc consideration paid or promised 
for W,,.tion of this le:l.Sc. The bonus due the Swc i111d the _prescribed filing fc: shalt ;acc:pmpany such cailljed copy to the. ~er3.1 Land Office. 

··:· ':' See Exhibit "A~e~r add1t10na1 1ease prov1s1ons . 

...... f/v~~crl/ 
•••• LESS 

..... : BY: Clay Johns on 
• • 
• 

• •••••• • • 
TnLE:·--------------~~---------
OA~-----~o0~-~0=-- ~=w~---·· __ __ 

• •••••• .. ~ ST~/) laY· . ~ 
Individu~ly and a.s 3.&_cntfOttllCStal.CO_:rcxas obert W. Debo1 t, 

President o~ Meeker Investments, Inc. 
Date: . . /0- i-'{~ 

STATE OF TEXAS 

BY:.-:-:----:-:----:------:---:--=----::=-------­
lndiv idually and ;as ::t.gen l fo r the State oC Tc:u.s 

Tax I D::!f: 
0~=------------------~-------------

STATE OF TEXAS 

BY:~~~~----~~~--~~--------­
Ind ividually and u agenl for the Swc ofTexu 
SS# 
0~=-----------------------------------

True and Correet 
copy of 

Original filed in 
Reeves County 

Clerks Office 



.. 

STATE OF ____________________ __ 
(CORPORATION ACKNOWl.EDGMENl) 

COUNTY OF ____________________ __ 

BEFORE ME. the uodeniJDCd autbority, on this day persoaaDy ~pcarcd, ___________________ -=---
knowa to me 10 be the person whose a.amc is subsaibed 10 !be fORCOiD& insuumeut. as. ________________________ ._.or :-.. 

Given UDder my band mel seal of office this the. _______ day of __________ _,- 19 ___ • 

Noc2iy PubUc: ia aad fiw _________________ _ 

STATE OF State of Cslifomla (CORPORATION ACKNOWl.EDGMENT) 

COUNTY OF County of San Diego 

BEFORE ME. the IDidcniped authority, oa this day pcrsoaally appeared Robert W. Debo1 t 

1r:nowa to me to be the person whose u.mw: is subsc:ribed to tbe foRce ill& iastnD:ncnt. as. ______ _.p._r......,e .. s.._J..,· ..,.d ... e-.n.....,t.__ _______ or 

Meeker Investments, Inc· IDd ao:Jmowlcd&ed 10 me lh.u he c:xe=d tbc nmc 
for !be purposes and c:onsidc:ralion tbcreia expressed, ia the c:apac:ir:y sw.ed. md as the aa and dc:d of said c:Qtporatioll. 

Gi•m ~da "Y ""'' md =I o(otfia <bU""' / .cJ: oDy or ~ v'f, b--:== ! 9-1J 

t 0 0 0 e • 0 e • e 1>d'lt..,4 ·~ ~ ~ 
••• • .• EL<:IE COSTA ~ -

• •. • • • ~ / ...... ~.. •• COMM. -1- 1030622 z Notary Public ill iltld fur Stoto. of CsHfomla 
• •• ~ i -~~.:- \: Noiory Pu!:JI•c - .California ?; County of San Diego 

• ••: • • z .t" ' SAN DIEGO COUNTY ~ 
•• • ~t t f ! ·· . My Comm. Expires~~; 

STATE QF '-' a e 0 C811foffil ~ (INDIVIDUAL ACKNOWLEDGMENT) 

• • • • County of San Diego' 
5 

,.. ' 
0 

" 

co~~--------------------
•: • ~on: me, the undersigned authority, 00 this day personally a.p~d. ___ J_._J_._ M_e_e_k_e_r_,;..__I_n_d_i_v_i_d_u_a_1_1-'Y:o...._ ___ _ 

known to me to be the persons whose names arc subscribed to the foregoing instrumeDt. md acknowledged to me that they cxec:utcd the same for the purposes Uld 
c:onsi~en:in c:xpn:.sscd. _ "F ·· 

• • ;0";:::-
••• J4il-en under my hand and seal of office this the 1 ,...... dOJY o( 0 k~h.(_, r 19_q.L,_?!:,__ ___ 

• • ) 0 0 • 0 • ·~ • 0 + ••• "*'( e;:e:::; ~ 
I " co~~~ ~~~622 ~Nowy Public in and ror State of Cs\tfom~ 

_,..-/ ~ , , /J Nolory Public - Colifomio ~ County of San D1ego 
J ;/Vf. (/Y- SAN DIEGO COUNTY -

STATE OF _ _ ;..._ _ _ r---.,1,1-~~~~rry Comm. Expire>J MAR 27. 1999 (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF~t??~~~~·~~------------
Befo re me, the undersigned ~thority, on this day penonally ~d·-----~-----(-7----.,Qofl-_IVL--'--...::;..~::.__ _______ _ 

known to me to be the persons whose names 3R subscribed to the fore~oing instrument. and aclcnowledged to me that they c:xec:u~d the same for the purposes Uld 

c:Qtuidenuion therein cxprused. / _ (}dzJ j;;e/l- cJ J 
Given under my hand and seal ofof!Jc:e this the f.f day of , 19 ____ _ 

?»~~ 
Nowy ?1Jblic: in 0111d for ___ rn_~--~-----

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 M eeker Investments, Inc., by 

Robert W. Debolt, President and J . J . Meeker, Individually, as 
owner of the soil, and C lay J ohnson, as Lessee. 

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

2. Lessee shall notify 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 mainta in cattle guards at every fence crossing, said cattle guards to remain upon premises as owner of the 
soil's property 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 . • •• • • • 

• .. 4 

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

• the leased premises . . ... . 
• • 
.,. •Notwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not 

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

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

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

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

II. 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 any such document. 

12. Lessee agrees to notify owner of the soi l prior to dri l l i ng any well and upon completion 
or plugging of any wel l . Owner of the soi l can make reasonabl e inquiri es with Lessee 
regardi ng dr i l li ng information . 

TfUO aA6 tJ6ff88t 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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Gcaer•! Laud Office 
RcJID!jni3bmur Act Lease Form 
ke"liscd, ~cptcmbcr 1997 

' Oil. AND GAS LEASE 

nns AGREEMENT is made md c:ntucd into this~dayof August 19~ between the State o!Te:xas, acting by 3Dd through its 
agenl Julian Wade Meeker. Daniel Hill Mee~er and T.avrence HjJJ Meeker. 

i§88tlii~aY!~ ~ia~~, M§~fr~ i8Sa~i~z;tmRo~EW;t~~x~~ 1'76Yi 6Meeker said agent 

(Give Permanent Address) · 
herein refcm:d to i1.51hc owner of the soU (wbc1hcronc or more) and, __ ...;C~l~a;JyLr,,.:J:....:o::.li;.;.;o:.:nr:.;:s:.:o::.:n=,;-:-:-':!'"'::-:----."r?"t..,..------

' 203 w. Mall, suite 800 ~ 
Midland, Texas 79701 

(Give PemwiCllt Address) 
hereinafter called Lessee. 

1. GRANITNG a.AUSE. For and in c:onsidcntion of the amounts stued below aDd of the covenants and agreements to be paid, krpt and performed by 
l.es.see under this lease. the Sutc ofTc::as acting by and through the owner of the soil. bercby grmts, Jesses and lets UIUO Lessee, fot lhe sole and only p~ of 
prospecting and drilling for and produc~ oil and gas., laying pipe lines. building tanks, stxlriDg oU 3lld builcftng power swicns, ldcphone line.~ and other strutturcs 
thercon. to produc:, save, take= ot: tt=t and tnnspert said produc:u of !he lease, the following lands siruared in Reeves County, State 
ofT c:xas., to-wit: 

• •• • • • • •• 

The North 280 acres of Section 30, Block 55, Township 5, 
T&P Ry. Co. Survey • 

•••• 
co~iglhg: 280 !laC$, more or less. The bonus consider:u.ion paid for !his I= is OlS follows: 

• 
•••• • • •••• 

• •••••• • • 
• 

To the State ofTe.us: 
Doll~(S 

To the owner of the: soil: 
Doii3%'S (S 

Two Thousand Three H:ynct red Thirty-three 
2.333 25 ) 

Tvro Tllousand Three Hund r ed Thirty- th r ee 

2.333.25 ) 

and 25L lQQ---

and 25LlOO---

• •••••• • • 
ToUI bonus consider.u.ioa::---::..:F...;o~u;.;r__,T;;...h;.;..::o..:u:..:s:..a::.:.:n:.:d::.._S=-:i:..:x;_H:.:...:u:.:.n.:..:d::..=.r..::e:.:.d:..._.=S..::i:...:x.:.t::.....t...y_-....::s::...;l=.. :..:x :........::a:..:n=d--=5::...;0::..:..../..::l:.:.O::...;O:::_-_-_-_---=----

Doii3%'S (S. _ ___:4IJ._c ~6 ~6~6...:.• ~5~0:..__~) 

Th ~!~~~ - -d bo c Fifty and No/100----------------------
e ,....... """us cons1dcr.uion pru r::prese:ots a nus o'---,...,...-"'""...------:-------;:;-;::---::::-:::-----------

---------------Doll~ (S. __ ..:::S~O~. ~0~0:__ ____ ) per aac. oo 9 3 , 3 3 net=-

2. TERM. Subject to the: other provisions in this leas~ this lease shall be for a term of Five ( 5) years from this dale 
(herein t.'l.!lcd "primary term") and as long thercafter as oil and gas. or either of them. is produced in paying quantities from said land. 
As used Ill this l=e, the term "produa:d in paying quantities" means thallhe receipts from the sale or othCT authoriz.:d commert:ial use of the subsuncc(s) covered 
exceed out of pocket o-pcntional expenses for the six months last past. 

3 Delay Rentals: If o il or gas in paying quantities is not bemg produced from the premises on the first anniversary date of this Lease and there Jre then no drilling 
operations being conducted on the prem1ses, then this lease shall terminate unless, on or before such anniversary date, Lessee shall pay. y, directly to the 0\\ner of the soil 
and a ltke amount paid or tendered to the COMMISSIONER OF TilE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a delay rentalm 
the amount specified in the following schedule mulllplied by the numlx:r of acres then covered by this lease, \\hlch pa~ment, ''hen 11mely made. shall conllnue th1s lease for 
a period of one (I) additional }ear In like manner and upon payment of the amounts set out 111 the following schedule. th1s lease may be funher conllnue for success1ve one­
year pcnods during the pnmary tcnn of th1s lease provided that payment 1s made on or bo::fore the ann" ersary date. 

Ann•versarv Date Delav Rental per Acre 
Am S 1 00 
Second S I 00 
Third S 16.67 
Founh S 16.67 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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4. PRODUCTION ROYALTIES. Upon production o f o il and/or gas, ussee agrees to pay or cause to be paid one-half(l/2) of the royalty 
provided for in this lease to the Commissioner of the Gemral Land Office of the State of Texas, a.t Austin, Texas, and one-half(l/2) 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 a.t the mouth of the well and also as all 
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as herc:inaikr prov idcd, shall be 

3 / 16 \ part of the gross production or the market value thereof; at the option of the owner of the soil or the Commissioner of the 
General Land Office, such value to be determined by I) the highest posted price, plus premium, if any, offc:rc:d or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type and grnity in the general aJU wbere produced and when run, or 2) the highest marlcct price thereof offered or paid in the 
genc:ral area where produced and when run. or 3) the gross p~ds of the sale therr:n~ whichever is the greater. L=ee agrees tha.t before my gas produced from the 
leased premises is sold, used or prcx;cssed in a plant, it will be run free of cost to the royalty owners through an arlequate oil and gas separator of conventional type. or 
other equipment at least as efficient, 50 that all liquid hydrocarbons recoverable from the gas by such means will be =vered. The requirement that such gas be run 
through a separator or other equipment may be W1Uved in writing by the royalty owners upon such !cmS and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defmed u all hydrocarbons and gaseous substances not defmed 
as oil in subparagraph (A) above, produced from any well on said land{ except as provided herein with respect to gas processed in a plant fur the extraction of 
gasoline, liquid hydrocarbons or other products) shall be 3 l. 16 part oftbe D'QSS productio n or the market 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 higbest market priee paid or offered for gas of comparable quality in 
the general area where produced and when run, or the gross price paid or offered to the producer, whichc:ver is the greater; provided that the maximum prc:s.surc: base 
in measuring the gas under this lease shall not at any time cxce.c:d 14.65 pounds per square inch absolute, aod the standard base temper.uurc: shall be sixty (60) 
degrc:e3 Fahrc:rtheit, correction to be IDW for pn:ssurc: according to Boyle's Law, and for specific gravity according 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) PR:X:ESSED GAS. Royalty on any gas processed in a g.asoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be 3L! 6 part of the residue gas and the liquid hydroeazbons c:xtract.cd or the marlcet value thereof; at the option of the 
owner of the soil or the Commissioner of the Genc:ra.l Land Office.. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas a.ttribubble to gas produced :COm this lease, and DO fifty percent (50%), or tha.t percent accruing to UsSeC:, whichever is the ~r, Of the 
total plant production of liquid hydrocarlxlns attributable to the gas produced from this lease; provided that ifliquid hydrocarbons are recovered from gas processed 
in a plant in which Us.see (or its parent, subsidiary or affiliate) owns an interest, then the percentage applic.:lblc to liquid hydroc=bons shall be ftfty percent (500/o) or 
th;:~gHt~t percent accruing to a third party processing gas through such plaot under a proc::ssing agreement negotiated a.t arm's leng'.h (or if t:1ere is no such third 
p~. t11t: highest pereem then being specified in processing agreements or ccntracts in the industry), whichever is the greater. The respective royalties on residue g:J.S 
an~~uid hydrocarbons shall be determined by I) the highest mal'.<et pric~ paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the 
genc.J ~a. or 2) the gross price paid or offered for such residue gas (or the w eighted average gross selling price for the respective grades of liquid hydrocarbons), 
whicltever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which wou.ld have been due had the gas not 
beCQj~ed. 

• • •••• 
• (D) OTHER PRODUCTS. Roy alty on carbon black, sulphur or any other products produced or manufactured from gas (cxcSJting liquid hydrocarbons) 

w11t1Htf !~d gas be "casinghead," "dry," or any other gas, by fractionating. burning or any other ;m:=sing shall be .3/1 b pan of the 
gross i'roduction of such products, or the market value thereof, at the option of the owner o f the soil or the Commissio ner of the Genera.! Land Office, such market 
value to be determined as follows: I) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the 
b~•fd; average gross sale price of each product for the same m onth in which such products are produced; whichever is the greater. • • 

// r1 •• • • . l. MINIMUM ROY ALIT. During any year after the expiration of the primary tenn of this lease, if this lease is maintained !>y production, the royalties 
7 paid tmder~is lease in no event shall be Jess than an amount equal to the total annual delay rental herein provided; otherwise, there shcll be due and payable on or 

before the last day of the month succeeding the anniversary da.te of this le:LSC a sum equal to the total annual rental less the amount of royalties paid during the 
!JIY'- preceding year. lfPmag:taplt 3 of this lease does not spccifJ a deJa} JCiib1i amotsnl; then for the purposes of this paragraph, the delay rental amount shall be one 

dollar (SLOO) per acre.. 

6. RQY AL TY IN KIND. Not:withstanding any other provision in this lease, a.t any time or from time to time, the owner of the soil or the Commissioner 
of the General Land Office may, a.t the option of either, upon not less than sixty (60) days notice to the holder of the lease, require tha.t the payment of any royalties 
accruing to such royalty owner under this lease be marle in kind. ne owner of the soil's or the Commissioner of the Genc:ra.l Lind Office's right to take its royalty in 
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or L=ee's obligations, whether e.."Cpress or implied. 
under this lease. 

7 . NO DEDUCTIONS. Lc.ssee agrees that all royalties accruing under this lease (includin g those paid in kind) shall be ~thout deduction for the cost of 
producing, gathering, storing, separating, treating, dehydrating, compressing. processing, tr.lnSporting, and otherwise malting the oil, gas and o ther products · 
hereunder ready for sale or usc. 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 le3.Se's proportionate shan: of any fuel used to 
process gas produced hereunder in any processing planl Nor:withstanding any other provision of this le:l.Se, and subject to the written consent of the owner o f the soil 
and the Commiss ioner of the Gener.l.l Lind Office, I.csse:: may n:cyclc g:J.S for gas lift puf1>0ses on the:: le3Sed premises or for injection into any oil or gu producing 
fonnation underlying the le3.Sed premises a.ftcr the liquid hydioc:11bons contained in the gas have bc:n remove d; no royalties shall be payable on the recycled gas 
until it is produced and sold or used by u ssee in a manner which entitles the royalty owners to a royalty under this l:asc. 

9. ROYAL 1Y PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the Gene :-a! Lind Office 3t Austin, 
Tex:l.S, in the following manner: 

Payment of royalty on production o f oil and gas shall be as provided in the rules set forth in the Tex:J.S Rc:giste: . Rules currently provide that royalty on oi l is due 
and must be received in the Cc:neral Lind Offic:: on or be fo re the 5th day o f the second month succ..·ding the mo nth o f production, and royalty on gu is due and 
must be received in the <ftner:U Land Office on o r before !he 15 th day of the second_ month succeedi ng the month ofproductio~, accompanied by the J.ffi~avi t ~:!he f 
owner, manager or other au!horized agent, completed in the form and manner prescnbed by the General Land O ffic.: and showmg t!te gross amount and d1sp?s 1ts~n. 0 

all o il and gas produced and the marke t v:llue of the oil and gas, together with a copy of all documents, records or reports con firming the gross production, dispositiOn 
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and market v<&luc lncludinc cas meta readings. pipeline n:ccipts. cas line receipLS and othc:t chcdcs or memoranda of amouot produced and put into pipelines, 1:an1a 
or Pools and cas lines or cas s&on&e, and any otba reportS or rec:.ords which the Gcner<&l Land Office may require to verify the gross production, disposition and ' 

•· marlcet value. In all cases the authority of a IDAIIa&'Cf or qent &o act for the Lcs.scc herein must be filed in the Gcncr<&l Land Office. Each royally payment shall be 
accompanied by • dleclc stub, sdledulc, swnmary or ocher remittance advice sbowinc by tile: assipd Gcncr<&J Lmd Office lease number the amount of royally be inc 
paid oo each lease. J( Lessee pays his royalty oo or befon: thirty (30) days after the royally payment was due, then Lessee owes a penalty of S% on the royally or 
$25.00, whidlcvcr is creater. A royalty paymcDtwhlch is over thirty (30) days late shall acaue a penalty of lCJ--' oflhc royaicy ciuc or ilS.w wnicilcvc:t is cn:au:r. 
In addition to a penalty, royalties shall acaue iotcRst at a rate of 12% per yur; such interest will bqio acauioc when tbe royalty is sixty (60) days overdue. 
Af!idavits and supportio& doc:umc:nts which an: not filed wbcu due shall incur a penally in an amoaat set by tbe General Land Office admioistntive rule which is 
effective on the dale when tlc affidavits or supportinc documents were due.. The Lessee shall bear all responsibility for payinc or causinc royalties to be paid as 
pi'I:3Cribed by the due date provldc:d herein. Payment oftbe delinquency penalty sbaJl io DO vn.y operate to prohibit tbe State's right of forfeiture as provided by Jaw 
nor ac:t to postpone tbe date oa which royalties were ori&inally clue. The above penalty provisioas shall ooc apply io cases of title dispute as to the Stale's ponioo of 
the royalty or to that portioo oftbe royalty in dispute as CD Wr mart= value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee sbalJ annually Nmish the Commissioner oftbe General Land Office with 
its best possible estimate of oU aod cas rcsctYCS UlldcrtyiDJ this lease or allocabl.e CD tbis lease and sbal1 fi.nish said Commissioner with copies of all concna.s Wider 
wbich ps is sold or processed aod all subsequalt ~ •d amendmeuts co such QXIti'Xts withiD thirty (30) days after cnterin& IDeo ot maJcin& such torJtrKts, 
agreements or amcndroents. Such conttxts and ~ when received by tbe General Laad Office shall be bcld ill confide.acc by tbe Gcncr<&ll.aod Office unless 
otherwise authorized by Lessee.. All other contnlr;;tS and rec:ords pe:taininc co tbe produc:tion, transportation, sale and martaing of the oU md cas produced oa said 
pn:mi.ses, lncludin& the boolcs and ICCOUOts, n:c:cipcs aDd discharga of all wells, Wllcs. pools, mecas, and pipelines sbalJ at aD times be subjeet 10 Inspection and 
examination by the Commissicinc:r of the Gc:neral Land Office, the Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Wriam notice of all operations oa this lease shall be submiaed co the Commissioner of the Genenl 
Land Office by Lessee ex opcntor five (S) days befon: spud date, woricover, n:-entry, temporary abandonment or plug and abandonment of any well or wells.. Such 
written notice co the General Land Office shall include copies ofiUilroad Commission forms for application co drill Copies of well tests. completion reports and 
plugging reports shall be supplied to the Genecalland Office at the time they are filed with the Tens Railroad Commission. All applications, permits, reports or 
other filings that reference this lease or any specific well on the leased premises and tl131 an: submitted 10 the Texas Railroad Commission or any other governmental 
agency shall include the word •sca.te• in the title. Additionally, in ac:cordance with R..ailroad Commission rUles. any si&nage on the leased premises for the purpose of 
identifY inc wells, eanJc batteries ot other associated improvements to the Wid must also indude the word "State. • Less« shall supply the General Lmd Office with 
any n:cords, memoranda, ac:counts, reports, cuttings and cores. or other information n:Jative to the operatioo of the above-described premises, which may be 
n:quested by the General Land Office, In addition to those herein expressly provided for. Les.see shall have an eleccric:al and/or radioactivily survey made oa the 
bore-hole section, from the base of the surface casing to the cow depth of well, of all wells drilled oa the above described premises and sball transmit • true copy of 
the llf,.rfaach survey on each well 10 the Gc:neral Land Office within fl.fu:cn (IS) days after the making ofsa.id survey. • 

••• 
• • •: • • (q PENAL TIES. Lessee shall incur a penalty whenever reports, documenLS or olher materials are not filed in the General Land Office when 

due. 'f1l.e plnally for late filing sbalJ be set by the Gener<&l Land Office administrative rule which is effective on the date when the nwc:tials wen: due in the General 
Land Office . 

•••• 
• • • • •i I . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. during the primary tcnn hereof and prior to discovery and production 

of oil ~~ ~~n said land, Lessee should drill a dry hole or holes them)n, or if during the primary tcm1 hereof and aftc:t the discovery and aaual produaion of oil or. 
gas ~ th•leased premises such production thereof should cease from any cause. this lease shall DO( tenninate if oo or befon: the cxpintion of sixty (60) days from 
date of tompletion of said dry bole or cessation of production Le.ssee commences add.itional drilling or n:worlting oper.ations thereon,. or pays or tenders the next 
annual dell~}' rental in the same manner as provided io this lease. If. during the last year of the primary tcnn or within sixty {60) days prior thereto, a dry hole be 
comJfltll8 \ld abandoned, or the production of oi1 or ps should cease for any cause, Lessee's rights shall remain in full fo~ and effect without fiuther opcrationsh 
until the expiration of the primary term; and if Lessee has ooc resumed production in paying quantities at the expiration of the primary tcnn, Lessee may maintain this 
leasef!V~ucting additional drilling or n:worlcing operations pursuant to Paragraph 13, using the expiration of the primary t.cnn as the date of cessation of 
production undc:t Paragraph 13. Should the first well or any subsequent well drilled oo tbe above desaibed land be completed as a shut-in oil or gas well within the 
primary ccrm ben:o~ Lessee may resume payment oftbe annual rental in the same manner as provided herein on or befon: the rental paying date followinc the 
expiration of sixty (60) days from the date of completion of such shuc-io oil or gas well and upon the failure co malc.e sucla paym.ent, this lease shall ipso fxto 
terminate. If at lhe expiration of the primary term or any time thereafter a shut-in oil or gas well is located on tbe leased pn:roises, payments may be made in 
accordance with the shut-in provisions hen:o£. 

12. DRIWNG AND REWORKING AT EXPlRATION OF PRIMARY TERM If. at the expiration of the primary tenn, neither oil nor gas is being 
produced on said land. but Lessee is then engaged in drilling or n:working operations thereon, this lease shall remain in force so long as operations on said well or for 
drilling or reworking of any additional well are prosecuted in cood faith and in- workmanlike manner without intc:trUptions total in& mon: than sixly (60) days during 
any one such operation, and if they n:sult in the production of oil and/or gas, so long then:aftcr as oil and/or gas is produced in payinc quantities from said land. or 
payment of shut-in oil or cas well royalties or compcnsalOry royalties is made as provided io this lease. 

13. CESSATION. DRILLING, AND REWORKING. If. after the expiration of the primary term, production of oil or gas from the leased premises, after 
once obtained, should cease from any ~use, this lease shall not tennilwc ifLcs.scc commences additional drilling or n:worlcing operations within sixly (60) days 
:after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in worlcmanlike manner without 
interruptions totaling more than sixty (60) days. lf such drilling or n:worlclnc operations result in the production of oil or gas, the lease shall n:main in full force and 
effect for so long as oil or gas is produced from the leased pn:mises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by Jaw. If the drilling or reworking 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 aftc:t the completion of the well as a dry hole, and this lease 
shall remain in effect so long as lessee continues drilling or reworlcing operations in good faith and in a worlcmanlike m;umer without interruptions totaling more 
than six1y (60) days. Lessee shall give written notice to the General Land Office within thirry (30) days of any cessation of production. 

14. SHliT-IN ROYAL TIES. For purposes of this pa.ragrapll, •well" me31lS any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. lf. at any time after the expintion of the primary term of a lease that, until being shut in, was being maintained in 
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced fo r lack of suitable 
production fac ilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the 
lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. PfPwapaph J of this lease dcx:s not spccif; • llelay n=enl 
•• 1 "' 'll111 for the purposes o f this paragraph. the delay rental amount shall be one dollar (SI .OO) per acre. To be effective, each initial shut-in oil or gas royally 
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must be paid on or before: {I) the cxpiralioo oftbe primary tenn, (2) 60 days after the Lessee ceases to produce oil or aas from the leased premisc3, or (3) 60 days 
a&t Lasee completes a drill in& 01 rcworldng operation in accorcbDcc with the lease provisioos; whichever date is la!CSt.. Such payment sh&ll be made one-half(l/2) 
to the Commissioner of the General Land Office and one-IWf{l/2) to the owner of the soil If the shot-in oil or gas royalty is paid, the lease shall be considered to be 
a producina lease and the payment shall c:xtcnd the term ofth.e lease for a pe.rioci ufonc ycac from the end or' me primary tmn.. or from the first day of the month 
folfowina the month in which production ceased, llld, after that, if no suitable production fxilities or suitable market for the oil or aas exists, Less~ 11\3)' extend the 
lease for four more succ.essJve periods of one (1) yeN by payin& the wnc amoWil each yeN on or before the cxpintioa of each shut-in year. 

IS. COMPdtSATORY ROYALTIES. U: durin& the period the lease Is kept in effect by payment of the shut-ia oiJ or gas roy&lty, oil or aas is sold and 
delivcrc:d in paying quantities from a weD located wilhi.a one dtousa~~d (1,000) kct of the leased premises aad completed in tbe same prodocina reservoir, or ill any . 
ca.sc in which drainage is occ:wrin&o tbe rigbt to cootinue to mainWII the lease by payinc tbc shut-in oil or cas royalty shall cease, but the lcme shall remain effective 
for tbe remainder oftbe ycv- for which tbe royalty bas beeD paid. The Lessee may maint:aiD tbe lease for four more successive years by Lessee payina COillpens3tory 
royalty at the royalty ra&e provided in tbe lease of the: market v&luc ofproductioo from the well causing die drainage orwhic:b is completed in tbe same producing 
resctVOir and within one thousand (1,000) fed of the lcmed premises. The compensalOIY royalty is to be paid moathly, onc-hal£(112) to the Commissioner of the 
General Land Office and one-half(l/2) to !be owner oftbe soil, bqiaain& oa or before !be last day of the month followinc the moadl in whi.ch tbe oil or psis 
produc:cd from the well causinc !be drainace or dl3l is completed in the: same produclac reservoir and loaled within ooc thousand ( 1.000) feet of tbe lcmed premises_ 
If the COmpcnsalOiy royalty paid in IIJY 12-monlh period is in an amount less than lbc: annual shut-in oil or gas royalty,l..cssee shaJJ pay m amouat equal to the 
difference within lhirty {30) days from the ead of the 12-monlh period. Compensatory roy&lty payments which arc not timely paid will accrue pc:Wty and interest in 
accordance with Pangnph 9 oflhis lease. Nooe oflhese provisiOAS will relieve Lessee oftbe obliptioa of reasonable development nor the obliption to drill olfsc:t 
wells as provided in Texas Natural Resources Code S2.173; howcver,ll the determination of the Commissioner, and with the Commissionct's written approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells.. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or g.u has 
beeo completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent opc:r3lor in drilling such additional well or wells as may be 
reasonably necessazy for the proper development of the leased premises and in m.ark:eting the production thereon. 

(A) VERTICAL (o the event this lease is in force and effect two (2) years after lhe cxriratioo date of the primary or extended lenD it shall th~ tennirwe 
as to &II of the leasc:d premises, EXCEPT (I) 40 acres SUJTOunding each oil well capable of producing in paying quantities and 320 acres sunounding cad! ps welt 
capable of producing in paying quantities (includin& a shut-in oil or gas well as provided in Paragraph 14 bercot), or a well upon which Lessee is then engaged in 
continuous drilling or reworking operations, or (2) tbe number of acres included in a producing pooled unit punuant to Texas Natural Resources Code S2.1S1-
S2.1 S~~or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules 
u~ .c~ons of the Railroad Commission of Texas, or any successor agency, or other governmental aulhority having jurisdiction. (fat any time aftu the effective 
date o'tihe partial termination provisions bercot; the applicable field rules arc changed or the well or wells located thereon arc reclassified so that less acreage is 
th&~located to said well or wells for production purposes. this lease shalt thereupon tcnninate as to &II acreage not thereafter allocaLed to said welt or wells for 
pro!lllctlo~ purposes. Notwithstandin& the termination of this lease as to a portion of the lands covered ~by. Lessee shall nevertheless continue to have the right of 
ingr& to and egress from the lands still subjed to this lease for &II purposes described in Paragraph 1 h=t: together with easements and rights-of-way for existing 
ro~ tliitlng pipelines and other existing facilities on, over and across all the lands described in Paragraph I hereof ("the retained lands"), for accc:ss to and from the 
retafl1ttl fands and for the gathering 01 transportation of oil, gas and other mincrals produced from tbe retained lands . 

• •••••• • "(B) HORlZOI'IT AL In the event this lease is in force and cffec:t two (2) yean aft.ct the c:xpinlion date of the primaty or c:xtc:nded term it sh&ll funbc:r 
tcnni•te as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in c:acb well located on acreage retained in Paragraph 16 (A) 
above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-hal!{l/2) of the bonus originalJy paid as 
co~~n for this lease (as specified oa page 1 h=t). If such amount is paid, this lease shaiJ be in force and effect as to such deeper depths. and said 
tenninatioruhall be delayed for an additional period of two (2) years and so loag thet'Cafta as oiJ or gas is produced in paying quantities from such deeper dcplhs 
co~'b~1his lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each wen shall, as nearly as practical. be in the foflll of a square wilh 
the well located in the center thereof; or such other shape as may be approved by lhe Commissioner of the General Land Office. Within thirty (30) days after partial 
terrninat.ion of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or 
depths not retained hereunder. The recorded release, or a cenified copy of same, shall be filed in the General Land Office, accompanied by the filing r~ prescribed 
by the General Land Office rules in effect on the dal.c the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90) 
days alter being requested to do so by the General Land Office, then the Commissioner al his sole disCTction may designate by written instrument the acreage and/or 
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the offici&! records of the 
Genetal Land Office and such designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect 
the oil and gas under the above-<lescribed land from being drained. Lc:ssec, sublessee. receiver or other agent in coniJ'Ol of the leased premises shall drill as many 
wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
addition. if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased prem.ises, Of in any case where the leased premises is being 
drained by production of oil or gas. the Lessee, sublessee, receiver Of other agent in coniJ'OI 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 weJJ 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 starutory offset obligation may subject this lease and the owner of the 
soil's agency rights to forfeiture. Only upon the detcnnination of the Commissioner of the General Land Office and with h is written approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. (f, al\.cr a good faith effort, Less~ is prevented from complying with any express or implied covenant of this lease, from 
conducting drilling operations on the leased premises. or from producing oil or gas from the lease d premises by reason of war, rebellion, riots, strikes, acts of God, or 
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee 
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cai1Se, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shalt suspend the 
payment of delay rentals in order to maintain this lease in e ffect during the primary term in the absence of such drilling or reworking operations or production of oil 
or gas. 
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19. WARRANTY CLAUSE.. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in 
• payments owed on the leased premises. then Lessee may redeem the rights of the owner of the soil i.n the Jcascd premises by pay in& any mortgage. taxes or other liens 

on the leased premises. If Lessee makes payments on behalf of the owner of the soil under Ibis paragraph, Lessee may recover the cost of these payments from the 
rental and royalties due the owner ofdle soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE.. If the owner of the soil owns less than the entiR undivided surfxc esta1c io the above 
described land, whether or not Les.scc's iotcrcst is specified herein, then the royalties and rental bereio provided to be paid to the owner of the soil shall be paid 10 him 
in the proportion which h~intue.st bean to the entire undivided sulface estate and the royalties and rental bueiD provided to be paid to the Commissioner of the 
General Land Office of the "stale ofTcxa.s shall be likewise proportionalcly reduced. However, before l..csscc adjwu the royalty oc rental due to the Commissioner of 
the General Land Office. Lessee or his autbori:d n:prcseotative must submit to the Commissioner of the General Laud Office a wrillal statement which explains the 
discrepancy between the interest pwportcdly leased under this lease and the aaual interest owned by the: owner of the soil. The Commissioner of the General Land 
Office shall be paid the value oflbc whole production allocable to any undivided interest not covered by a lease. less the proportionalc development and production 
cost allocable to such undivided iotcrcst.. However, in no event shall d1e Commissioner of the General Land Office receive as a royalty on tbe gross produttion 
allocable to the undivided i.ncerest not leased Ill amount less than the value of one-sixt.ccnth (1/16) of such gross. production. 

(B) REDUCTION OF PAYMENTS. It during lbc prinwy tmn, a portion of the land covered by this lease is included within the boundaries 
ofa pooled unit that has been approved by the School Land Board and the owner of the soil in acc:ordanc:ewilb Nanual Resources Code Sections S2.1Sl-S2.1S4, or 
it u any time: after the: expiration of the prinwy tenn or tbe c:xtended tenn, this lease coven a lesser number of acres than the total amount described herein. 
payments that are made on a per ~ basis hereunder shall be reduced according to the number of acres pooled, released, surrcndcted, or otherwise severed, so that 
payments detamined on a per acn: basis under the terms oftbis lease during the prinwy term shall be calculued based upon the number ofaaes OUtside the. 
boundaries of a pooled Wlit, or, if after the expiration of the pri.owy lenD, the number of acres actually retained and covered by this lease. 

21. USE OF WATER. Les.su shall have the right to usc water produced on said land necessary for opc:ratioos under this lease except water from wells or 
tanks of the owner of the soil; provided, however, Lascc shall not use potable wucr or water suitable for livcstoclc or inigation pw:poses for watcrflood operations 
without the prior consent of the owner of the soil. 

22. At.JlliORlZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its opentions to all personal property, improvements. 
I ivestoclc and crops on said land. 

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

••• 
• • • • • "14. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without the 

written consent of the owner of the soil • ••• • • • • 
• • is. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Wilhout limiting the 

forego1ng. pollution of coastal wetlands, natural waterways. rivers and impounded water shall be prevented by the usc of containment facilities sufficient to prevent 
spil~!:shpage or ground wat-:r contunination. In the event ofwllution. Lcs.see shall usc all means at its disposal to recapture all escaped hydrocarbons or other 
polluM!t lnd shall be responsible for all damage to public and private: propatics. Lessee shall build and maintain fences around its slush, sump, and drainage pits 
and~c:ries so as to protect livcstoclc against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all 
slush ,its ll!fd cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall. while conducting operations on the leased premises, keep said 
premises free of all rubbish, cans, bottles, paper cups or garbage. and upon completion of operations shall restore the surface of the fand to as near its original 
am'Li~'l'\I'JI contours as is practicable. Ta.nlcs and equipment will be kept painted and presentable. 

• • 
~- REMOVAL OF EQUIPMENT. Subjctt to limiwions in this paragraph, Lessee shall have the right to remove machinery and fiXtUreS placed by 

Less!:M ~leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the tennination of this 
lease unless the owner of the soil gnats l..asec: an extension of this 121Hiay period. However, Lessee may not remove easing 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 written notice to the Commissioner of the General 
Land Office: and to the owner of the soil. The: owner of the soil shall become the: owner of any machinery, fixtures, or casing which arc not timely removed by Lessee 
under the tenns of this paragraph. 

21. (A)· ASSIGNMENTS. Under the: conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this 
lease may be assigned, in whole or in pan, and the provisions of this lellSC shall extend to and be binding upon their he: in, devisees, legal reprcsenwivcs, successors 
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not c:nlacge the: obligations of Lessee, diminish the rights, privileges 
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
division in 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 he in, devisees, legal 
representatives or assigns) furnish~ the Lessee with suisfaaory written evidence of the change io ownership, including the original recorded munimcnts oftille (or a 
certified copy of such original) when the ownership changed because of a conveyance. A total or partial wignmcnt of this lease shall, to the extent of the intereSt 
assigned, relieve and disclwEe Lcsscc of all subsequent obligations under this lca.sc. If this lease is assigned in its entirety as to only part of the acreage. the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the asa of each, and failure by one or more of them to pay his share of 
the rental shall not affect this lease on the part of the land upon which pro rata rentals arc timely paid or tendered; however, if the assignor or assignee does not file a 
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall tcnninatc for failure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any 
prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in part by 
assignment without the prior wrinen approval of the Commissioner of the General Land Office. this lease is void as of the time of assignment and the agency power 
of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the assignee: is: 

(I) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the: owner of the soil is a principal stockholder or is an employee of such a corporation or subsidial)'; 
(3) a partnership in which the owner of the soil is a partner or is an employee: of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; 
(5) a partner or employee in a partnership which is the owner of the soil; 
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(6) a fiduciary for the OWJICT of the soil; including but not limited to a guardi.ul. trust.ce, cxec:utor, ldministnlor, receiver, or conservator for the 
owner of the soil; or 
(7) a &mily member of the owner of the soil or related to the owner o f the soil by marriage. blood, or adoption. 

23. RELEASES. Under the ~ditions contained in this paragnph md Paragnph 29, Lessee m.y at any time exec:ute and deliver to the owner of the soil 
and place of record a release or releases covering any portion or portions of the leased premises, aod !heRby s~ndcr this luse as to suc:b portion or portions, and be 
relieved of all subsequeat obligations as to acreage surrcDdered. If any part of this lease is property surrendered, the delay rental due under this lease shall be reduced 
by the proportion that the ~dered acreage bears to the acreage whieb was c:overed by this lease immediately prior to suc:h surrender, however, suc:b release will 
oot relieve Lessee of any liabilities wbich may have ac:aucd under this lease prior to the surrender of suc:b xreage. 

29. FILING OF ASSlGNMENI'S AND R.EI...EASES. If all or any part of this lease is assiped or relused. suc:b assipmmt or release must be rec:orded ia 
the counry where the land is situaled, md the ruordcd instrument, or a copy of tbc recorded iDstrumcnt certified by the County Oerk of the counry ia whic:b the 
instrument is recorded, must be filed ill the General Land Offic:c within 90 days of the last cxccutioo cWr: aa:ompanied by the presc:ribcd filing fee. If any such 
assignment is not so filed. the rights acquired under this lease shall be subject to forfeiture at the option oftbc Commissioner o f the General Land Offic:c.. 

30. DISCLOSURE CUUSE. All provisions pertaining to the lease oftbc above-desc:n"bed lmd have bcal iacludcd ia this instrument. iacluding the 
~nl of the true consideratloa to be paid for the execution of this lease and the ri&hts and dvties of tbc parties. Ally collateral agm:mcnts conc:anlng the 
~lopment of oilmd gas fiom the leased premises whic:b arc not contained ia this lease render this lease invalid. 

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary dury and must fully disclose aoy facts affetting the State's intttat in the leased 
premises. When the interests of the owner of the soil conflict with those of the Swc, the owner of the soil is obligated to put the Stare's intcTeSts before his petSOnal 
interests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any swn within thirty days after it becomes due, or if Lessee or an authorized 
agent should lcnowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good 
faith as required by law and the rules and regulations adopted by the Ccmmissioner of the General Land Office, or if Lessee should fail to file reports in the manner 
required by law or fail to comply with rules and regulations promulgated by the General Land Office. the Sc:bool Land Board, or the Railroad Commission, or if 
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give 
c:oncct information to the proper authority, or knowingly fail or refuse to furnish the General Land Offic:c a correct log of any well, or if Lessee shall lcnowingly 
violate any of the material provisions o f this lease. or if this lease is assigned and the assignment is DOt filed in the General Land Office as required by Jaw, the: rights 
acq~dcr this lease shall be subject to furfeirurc by the Commissioner, and be shall forfeit same wbc:n .sufficiently informed of the factS whic:b authorize a 
forf!ii!n. \nd when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. Howeve.r, nothing herein shall be construed as 
wai'4Q& tiJe automatic: termination ofthls lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this 
le~ .,ttt 41 rights thereunder reinstated befo re the rights of another intervene upon satisfactory evidence to the Ccmmissioner of the General Land Office of future 
c:omp~ance with the provisions of the Jaw and of this lease and the rules and regulations that may be adopted relative hereto . 

•••• • 1 3. LIEN. In IICCQrdance w ith Texas Natural Rcsourccs Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered 
by th~s·f'c:se to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease. lessee grants the 
Sta~~ition to the lien provi ded by Texas Natural Rcsourccs Code 52.136 and any other applicable starutory lien, an express c:onlnCtUallicn on and S«Urity 
inter& in .111eascd minerals in and CX'lr.Ktcd fiom the leased premises, all proc:c:cds which may ac:cruc to Lessee from the sale of suc:b leased minerals, whether such 
proc:ec!.s arc held by Lessc:c or by a third party, and all fiXtUreS on and improvements to the leased premises used ia connection with the production or proc:cs.sing of 
sue:~ IFM2nincrals in oc-der to seCW'C the payment of all royalties or other amounts due or to become due under this lease and to secure: payment of any damages or 
loss t11at Lc!sor may suffer by reason o:fl..cssec's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest nuy be 
forcalglc;li."ith or without court proc:eccfmgs in the manner provided in the litle I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Comntissiolfer may requite Lessee to execute and record such instruments as may be reasonably necessary to aclcnowledge. attadl or perfect this lien. Lessee hereby 
represents that there arc no prior or superior liens arising from and rc:lmng to Lcsscc's activities upon the above~e:sc:ribed properry or from Lessee's 3a~uisition of 
this lease. Should the Commissioner 11 any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. PQPUNG. Lessee is hereby granted the right to pool or unitize the royalry interest of the owner o f the soil under this lease with any other leasehold 
or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land 
Board and the Commissioner of the General Land Office for the pooling or unitizing of the intc:rcst oflhc State under this lease pursuant to Texas Natural Res<lurces 
Code 52.151-52.153. The owner of the soil :agrees that the inc:lusion of this provis.ion in this lease satisfies the execution requirements stated in Texas Natur:ll 
Resources Code 52.152. 

35. INDEMNI1Y. Lessee hereby releases and discharges the Stale of Texas aEd the owner of the soil, their officers, employees, partners, agen ts, 
contractors, subcontrac:ton, guests, invitees, and their respective successors and assigns. of and from all and any actions and causes o f action of every nature, or other 
harm, including environmental harm, for whic:b recovery of damages is sought, including. but ootlimited to, all losses and expenses whic:b arc caused by the 
activities of Lessee. its offic:crs, employees, and agents arising out of; incidental to, or resulting from, the operations of or for Lessee on the leased premises 
hereunder, or that may arise out of or be occasioned by Lessee's breac:b of any of the tenns or provisions of this Agr«ment, or by any other negligent or stric;tly liable 
act or omission of Lessee. Further, Lcs.sec hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State o f Texas and the owner of the soil, 
their officers, employees and agents, their successo rs or assigns, against any and all claims, liabilities, losses, dam.ages, actions, personal injury (including death), 
costs and expenses. or other harm fo r which recovery of damages is sought, under any theory includ ing tort, contract, or strict liability, including attorneys' fees and 
other legal expenses, inc luding those related to environmental hazards, on the leased premises or in any w~ related to Lessee's fail ure to comply with any and all 
e nvironmental laws; those arising fiom o r in any way related to Lessee's operations or any other of Lessee 's activities on the leased premises; those arising from 
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breac:b of any of the terms or provisions of this 
Agreement or any other act or om~ion of Lessee. its directors, officers, employees, partners. agents, contractors. subcontractors, guests, invitees, and the ir respective 
successors and assigns. Each assignee of this Agreement, o r an interest therein. agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of 
T eltas and the owner of the soil, their o fficers, employees. and agents in the same manner provided above in c:oM ection with the activities of lessee, its o fficers . 
employees, and agents as described above. EXCEPT AS OTHERW ISE EXPRESSLY LIMITED HEREIN, ALL OF TIIE Ii'll E~INITY O BLIGA TlONS 
Ai'lD\OR LL\BILITIES ASSUMED UNDER THE TERMS O F THIS AG REEMEJIIT SHALL BE WITHOlJT LIMITS AND W ITHOlJT REGARD T O 
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDmONS), STRICT LIABILITY, OR THE NEGLIGENCE OF AN Y PA RTY 
OR PARTI ES (INCLUD ING THE NEGLIGENCE OF THE IND EMNlFIED PARTY), WHETHER SUCH NEG LIGENCE B E SOLE, JOlNT, 
C O NCURRENT, ACfiVE, O R PASSrvE. 
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• 36. ENVIRONMENI'AL HAZARDS. Less« shall use the highest degree oC c:are and all reasonable safeJ~Wds 10 prevent alntamilwion or poUution of · 
~y environmenw medium, including soil. surfac:e ~ poundwuer, sediments., and surface or subsurface strata, ambieDt air or any other c:nvironmentiJ~~~edium . 
U1, on, or u.oder, the leased prenilics, by uy waste, pollu&ant, or contaminant. Lessee sh.all not brin& or permit 10 remain on the leased premises any asbestos 
containin& nwuials. explosives, toxic maurials, or substanc= rc&UJ&I.cd as b.u.ardous wastes, hazardous materials, haz3rdous subsunces (as the tam MHanrdous 
Substance" is defined in the Comprehensive &viroumcntai RC3powc, Comp.:.auj;;a :::;d • :::bilic-; t.;: (Ca~), 42 U.S. C. Sections 960 I, ct seq.). or roxie 
substan~cs under any CedcnJ. stae, or loc:all- or re&Wat.ion ("Huardous M&l.crialsj, except ordinary products commonly used i.n alnncction witb oil and au 
c:xplorauon and development operations and stared i.n tbc usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBmON 
SHALL CONSTITUTE 4 MATERIAL BREACH AND DEFAULT HEREUNDER AA"D LESSEE SHALL INDEMNIFY, HOLD HAR.'dLESS AND 
DEFEND TilE STATE OF TEXAS Ai"a> 1'BE OWNER OF 1liE SOIL FROM AND AGAINST ANY CLAL'\IS, DAi"'AGES, JUDGMENTS, PENALTIES, 
LIABILITIES, AND COSTS (INCLUDING R.E.ASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROHJBmON OR (D) 1lJE PRESENCE, RELEASE. OR DISPOSAL Of Ai'VY HAZARDOUS MATERIALS ON, 
tiNDER, OR ABOUT THE LEASED PRL\fl.SES DURING LESSEE'S OCCUPANCY OR CONTROL OF 11IE LEASED PRE.'WSES. LESSEE SHALL 
CLEAN UP, REMOVE, RL~EDY AA'D REPAIR A.'VY SOIL OR GROUNDWATER CONTAMINATION A. "a> DAi'IAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER. OR ABOUT THE LEASED PRE.\OSES DURING LESSEE'S 
OCCUPANCY OF 1liE LEASED PRDliSES IN CONFORMANCE Wf1ll TilE REQUIRE.'\fENIS OF APPUCABLE LAW. nus 
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, UABILJTY FOR RESPONSE ACTIONS UNDERTAKE.'( 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IM\IEDIATELY GIVE 11fE STATE OF 
TL'C.A.S AND 1'BE OWNER OF THE SOD. WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH Of THIS PARAGRAPH. UPON 
LEARNING OFl'BE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEJVING A NOTICE FROM A."VY GO~IAL 
AGENCY PERTAINlNG TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE THE EXPIRA 110N OR EARLIER TER.'\IINA TION. FOR ANY REASON. OF 1l:US AGR.E.EMENr. 

37. APPUCABLE LAW. This lase is issued under the provisions oCTc:xas Natunl R.csourccs Code 52.171 throuih 52.190, commonly knowu u the 
Relinquishment Act, and other applicable starutcs and amendments thereto, and if any provision i.n this lcasc docs not conform to these SUZUICS, the statutes will 
prevail over any nonCQOforming lease provisions. 

38. EXECUTION. This oil and gas lease must be signed and xlcnowledged by the Lessee before it is filed of record io tbe county records and ill the 
Gcnc:rall.and Office of the SUlc oCTe:us. Onc;c the filing rcquiremcna found ill Paragraph 39 oCthis lease have been .satisfied. the effective dale of this lease shall 
be the da.te found on Pace 1. · · ' 

• • • 39. LEASE FILING. Pursuant 10 Chapter 9 oCtile Texas Business and Commerce Code, this lease must be filed oC record in the office of the County 
Clt""iJt.<e~y county io which all or any part oCthe leased premisC3 is IOC3tcd, and certified copies thereof must be tiled in the General Land Office . This le:~SC is not 
etre;~~ until a certified alpy of this lease (whicb is made and certified by the County Cleric from his n:alrds) is tiled in the General Land Office in accordance with 
T~ ~raJ Resources Code 52. 183. Additionally, Ibis lease shall not be binding upon the SUlc unless it recites the acrual and tnle alnsideration paid or promised 
for execution of this lease. The bonus due the SUlc and the prescribed filing fcc shall accompany such certified alpy to the General Land Office. 

*See ~ibit "J\" attached for dditi na1 1ease provisions, signatures and 
ac~novi.edgments . •••• 
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TITLE: __ ~~~7r~~~~-----------
DATE:_2.~.--_?:)JI=---..L-:2cf::.... ___ _ 

STATE OF TEXAS 

BY: 
lodi._vi:-;d-ual-;J;-y-an--:d:-:is-ag_en_t 7fo-r-:thc--:S::-tate--o7fT=ex-as ____ _ 

Date:. _______ _________ _ 

STATE OF TEXAS 

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

Date:. ________________ _ 

STATE OF TEXAS 

BY:·----------------~--~----------
lndividually and as agent for the State ofT cx.as 

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

STATE OF TEXAS 

BY:-:-:---::----:------::--:--::----::=-------­
lndividually and u agent for the State ofTcxas 

Date: ________________________________ __ 
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STATE OF _____________________ _ 
(CORPORATION ACKNOWLEDGMENl) 

COUNTY OF _________________ __ 

BEFORE ME. the undersigned authority, on this day pcrsocally appeared, ______________________________ _ 

known to me to be the ~o whose IWJIC is subsaibcd to the forecoill& insuumcnt, as~-------------------------------------'of 

Given under my band aod seal of office this thc:._ ____ .cby of ___________________ -.J 19 ____ • 

Nowy Public ill IOd for _________________ _ 

STATE OF _________________ _ 
(CORPORATION ACKNOWLEI>GMENl) 

COUNTY OF __________________ __ 

BEFORE ME. the undCTSigned authority, on this day personally appcaRd'---------------------------------------------

lcoown to me to be the person whose twne is subsaibed to the forego ill& insttument, as. ____________________________________ .of 

~~--------:---'""':"":--~~--~-------,.....,....------.....,....----~--:----:-------:-:"--::--:::--::-;--'llld aanowledged to me that he executed the laMe 
for the purposes and consideration therein c::xprcucd, in the capacity swcd. and a3 the aa and deed of said corpor.Jtioo. 

Given Wldcr my hand aod seal of office this the _____ d.ay of _______________ __, 19 __ . 

• •• • • • • •• 
•••• • • • •• • 
• 

STAlf•op ····--------------------
co~~F . . ----------------------

Notary Public in and for ____ _____ __ 

(INDI'VIDUAL ACKNOWLEDGMENT) 

• ~efore me. the undersigned authority, on this day personally appc=d'-------------------------------------

lcnow1t to m~ to be the persoN whose names arc subscribed to the foregoing instrument. and aclcnowlc:dgc:d to me that they executed the same for the purposes and 
c:onsL~ therein exprcucd. 

• • 
Given under my hand and seal of office this the'-----------day of _______________ _. 19 _____ _ 

Notary Public in and for __________ _ 

STATE OF _______________ ____ (INDIVIDUAL ACX.~OWLEDGMENT) 

COUNTY OF _____________________ _ 

Before me, the undersigned authority, on this day personally appeared. ___________________________ _ 

known to me to be the persoN whose names arc subscribed to the foregoing instrument. and ac:lcnowfedged to me: that they executed the same for the purposes and 
c:onsidc:ntion therein expressed. 

Given under my hand and seal ofofl}cc this the _________ day of _______________ _. 19 _______ . 

Notary Public in and for ____ ______ _ 
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"EXHIBIT A" 

Attached to and made a part of Oil and Gas Lease 
dated August 19, 1998 by and between Julian Wade Meeker, Daniel Hill Meeker and Lawrence 

Hill Meeker, Trustees-UWO J . R. Meeker for Lifet ime Benefit of L. H. Meeker, as 
owner of the soil, and C lay J ohnson, as Lessee. 

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

2. Lessee shall notify 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 owner of the 
soil's property at the expiration of this lease. 

4 . It is further understood and agreed that Lessee wi ll bury and maintain all pipelines and electrical transmission lines 18 inches 
deep below tbe 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 ass igns, shall not erect any buildings or houses on the leased premisbs and that 
only those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of 
the leased premises . 

• •• • • • 
"! . · ~otwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee wil l not 

• ••:•rtnllute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to noti fy the owner of the soil .. ..-
• in writing if fresh water is encountered during drill ing, or if a fresh water formation is penetrated . 

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

• d~age to owner of the soil 's other land and crops . 
• 

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

•:·~:Ssee shall fill and level off all slush pits and cellars and completely clean up the dri ll site of a ll 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 <!S r~asonably 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 a ll or any part of this lease is ass igned, released, pooled or unitized, Lessee agrees to fur 'sh the owner of the soi l with a copy 
of any such document. 

I 

Date p~r= 

Daniel Hill Meeker, Trustee U J. R. 
Meeker for Lifeti e Be efit of L. H. Meeker 
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ST.A:rE OF TEXAS § 

COUNTY OF '1{{rYaYI-(- § 

Before me, the undersigned authority, on thts day personally appeared Julian Wade Meeker, Trustee UWO J. R. Meeker, 
for L ifeti me Benefit of L. H. Meeker known to me to be the persons whose names are subscribed to the foregoing instrument, and 
acknowledged to ~e that they executed the same for the p~es and consideration therein expressed. 

~~-:.iliV<nf,dnd'ern'l:f11atftf~· e this the JJ day of\.......c:~;~..:t.:::.u:.Jd!~::::J:C:~==---___J 1998. 

~ ~~~~,. ~~~;~~Jp~y~~~ I 

\_~)._. STATE OF TEXAS 
~~1-;--,:' My Comm. Exp. 10·31·98 

,,, ,\,'f"' -oo-CXK~ 

STATE OF TEX1)1) § 

COUNTY OF. ~nCut-f S 

Before me, the undersigned authority, on this day personally appeared Daniel Hill Meeker, Trustee UWO J. R. Meeker, 
for Lifet ime Benefi t of L. H . Meeker known to me to be the persons whose names are subscribed to the foregoing instrument, and 
acknowledged to me that they executed the same for the puz;.ses and co,ideration therein expressed. 

~;c-?r. ~~~..i.Y.~Jl!~~4~WJ?.c!~]eal this the )J day of 0 _, 1998. 

~·ei~""~~·.;_;.~ t ATASnAJ LYt.tt,N 
1 

, ~ ci;)~~ NOTARY PUBLIC 
\-- ~~.fi STATE OF TEXAS 

-'2:::r~~7 M}' Comm. Exp. 10·31·93 
6 

~~~··~~·-t>~~~-ot>O~ 
•••• 

.s.urn OF TEXAS § • • 
cotmTY oF 14v-ru.Jd § ....... 
• • 

••••• •. Before me, the undersigned authority, on this day personally appeared Lawrence Hill Meeker, Trustee UWO J. R. 
Meekt!'r, for Lifetime Benefit o f L. H. Meeker known to me to be the persons whose names are subscribed to the foregoing 
instrument, and acknowledged to me that they executed th~ 1ame for the purposes and consideration therein expressed. 
~~-:.~~~$~~<:,~·~<)-~~~"Xi ' (} ILA- -<'~ /} 

(*l~·~ventilliEfe~!Mylhatfi:Ji!Nd sal this the /(L day of (_J~~.d:<.M , 1998. 
~~? NOTARY PUBLIC = 

} ~~~~¥ rA~~~~;. ~~.·~~~~;a ~ 
./Vto<>¢~0':)~Q~-c.¢~~0Z~-o-{l· !) ifc~~~fc1;~~~?J~~~~~~~~~~ 
STATE OF TEXAS § 

COUNTY OF MIDLAND § 

Before me, the undersigned authority, on this day personally appeared Clav Johnson known to me to be the persons whose 
names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes and 
consideration therein expressed. 

Given under my hand and seal this the .2 ~ day of '3vp.!= , 1998. 

?r?~~ 
Notary Public in and for 

True a11d Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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Gc:ural Lacd Office 
Relicqubbmct Act l...ca3c F orm 
Reviled, September 1997. 

en. .AND GAS LEASE-

THIS AGREEMENT i.s made and c:nten:d ioto this 19 day of Aug_ust 19_2!!__. b:tw=" tb.c State ofTc:us, acting by aDd through ia 
agent. Wjndi Pl'l\llios 1983 Trust, Phfilp J. Bosc1le tti and John L . Marion, Co- Trustees 

of 
--~8~0~1~C~h~e_r_r_y __ S~t-re-e~t-,-=su-Ti~t-e~1~5~0~0-,-=F~o-r~t-=w~o-r~t~h,~T~ex~a~s--~7r6'1A0~2--------------------------~-.d--~-~-t--

CGive Permanent Address) 
herein refem:~ to as the owner oft.IJe soil (whdha oce or more). and. __ ...,C~l;..;a;;;.y""-? ... J::....;::o;_;h~o:..:n~s:..:o::....::n'-::<-:-:-::o,..,--=-~M":".,..-----­
----------------------------------------~2T0~3~W~.~·W~a~l~l~,~S~u~i~t~e~8~0~0~----------------~of 

M i d l and , Texas 79701 
(Give P=nt Add=s) 

l. GRANTING CLAUSE. For a:nd io consideration of the amounts stated below and of the covc:na:na aDd agree=a to be paid, k..~t and performed by 
Les.see under thi.s Je~ the Sutc ofT= acting by and through the owner of the soil. hereby~ I~ and letS unto~ foe the sole and only Pllll'<= of 
prospe~.ing and drilling for and producing oil and .;::u., laying pipe Jine3, buHding ~storing oil JOd l:luilding power surions., telephone linc:s and other stl'..tCJUrt.s 

thereon, to produce, save, take c31l: of, a=.t 3lld t:ra.nsport said prcducu of the lease, the foUowing lands siruatcd in Reeves Counry, State 
ofT c::os, to-wit: 

The North 280 acres of Section 30, Block 55, Township 5, 
T&P Ry . Co. Survey. 

containin,&g _ __,2~8~0~--- aae:s, more or less. The bon~ considcr:uion paid for this I= i.s as follows: 

TotheS~ofT~: One Thousand One Hundred S ixty - six and 67/100---------------------

Dcllars (S 1 , 1 66 • 67 ) 

••• • • • ••• 
To the owner of the soil: One Thousand One Hundred Sixty-six and 67/100-------------------

Dollars (S 1 '166. 67 ) 
•••• • • • •• • Tout bonus consic!=uioo: T\-ro Thousand Three Hundred Thirty-three and 34/100-------------
• Dollan (S 2' 333 34 ) 

Tht ~~nus ·consideration paid r:prese:Jts a bon~ of. ___ F,i~f.-t_y,...,. ... a_n_d __ N_o_/-.:-1-0_0_-_-_-_--:-:-::-_--::-_-=_-=----_-_-_-_-_-_-_-_-_-_-_-_-__ 

--=-=:-=-::~-----------Dollars (S. __ ..=5:..:0::...:.•..=0:..:0~---~> per a.c-e.. oo 46 ·, p67 netac::-es . •••••• • • 
• 2. TER..\1. Subj ect to the other provisions in this lease. thi.s le:lSe shall be for a te:m of Five ( 5 ) yearS from this ~tc 

(herein c:lllld "pr.mary term') and as long thcr:aftcr :lS oil and g:;.s, or : itr.cr of them, is ;lroduc:d in ;:>aying quantities from said land. 
As ~~ Jlis le:~Se, the term 'produ~ in paying quantities" me:ms that the n:c:Gipts from the sale or other aut.'lcriz.:d c.cmmercial use of~ subst.anc.:(s) ~ven:d 
exceed out~fpocket opentional expeo..ses for the six months last past. 

•••••• • • 
3. Delay Rentals: If oil or gas in paying quantities is not being produced from the premises on the first anniversary date of this Lease and there are then no drilling 
operations being conducted on the premises. thc:n th1s kas~ shall terminate unless. on cr before such Jllniversary date. Lessee shall pay, v, directly to the 0\\ ncr of tl;e soil 
and a like amount paid or tendered to the CO:Vtl\IJSSJO:-.:ER OF THE GENERAL LAND OFFICE OF THE ST:\TE OF TEX..AS, AT AUSTI:'\, TEXAS. a dday rental in 
the amount specified in the following schedule multiplied by the number of acre; then co,·ercd by th:s lease, which payment. \\hen timely made. shall continue th1s lease t(lr 
a period of one ( 1) additional ye:tr. In like manna Jlld upon pa~ ment of the amoums set out in the following schedule. this lease: mav be funher continue for successi,·e one· 
year periods during tJte primary tam of this lease pro,·idcd that pa~ment is made on or before the annh ersarv date. · 

Anni' ersar- Dntc Del a,· Re:nal per :\ere 
First S 1.00 
Se.:ond S 1.00 
Third S 16.67 
Founh S 16.67 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clorks Of1ice 



., 

. 4.. PRODUCTION ROYALTIES. Upon production of o il anc!lor gas. U:sscc agn:.=s to pay or cause to be paid onc·half(l/2) ofthc royalty 
provt~cd for 111 this lease to the Commissioner of the General Land Office of the State ofTexas. :u Austin. To:as. and one·half (112) of such royalty to the owner o f 
the soli: 

(A) on.. Royalty payable on oil, whic.i is de5.ned as including all hydroc:~ri::ons produced in a liquid form at the mouth o f the well and abo as all 
condensate, distillate. and ot.'ler liquid hydrocarbons re~vered from oil or gas 1\Ul through a sc;:ar:u.or or other equipn:e o[, as be:-c:ill.J.ikr prov!dc.d, shall be 

3 I 1 b part of the gros.s pro dud o n o r the marlcet value thcr-..ot: :u the option of the owner of the soil or the Commis.sionc:r of the 
General Land Office. such value to be dc:< .. e.-·m.ined by I) the highest pos-..ed price., plus pr:mium, ifiny, offered or paid for oil, eonc!en.s;ue., dis-..illate, or other liquid 
hydrocarl>oiU.. respectively, of :1lilce type lmd gr.tYity in the gc:nc:.....U are:1 where: produc.:d and when run, or 2) the highest rn;,.rlcct price thcn:of otrc:red or paid in th 
ge::eral art:l where: pro~c.:d and when l"l1l1. or 3) the gros.s proc=ds of the sale thereo f; whic.i.:ver is the g:r-...ateT. L..-s.see ag:rees th:u beforo: any gas ~roduc:d froro eth 
leaY.d pre:n.ises is sold. used or proc::sscd in a plan[, it will be l"ll1l fre: of cost to the royalty owners tr..rou;;h an oulequa.t.: oil :md gJS st;~~r of conventional type, e 
otr.e; equipment at !em as .:fic:e:lt, so that JJI liqu id hydro~ns recoverable froro the g.:u by Sl:c.'l me:uu w ill be rc--..ove;cd. Tne requi=e:lt that such gas be ru:r 
through a s c:par.uor or other equipmc:"lt may be waived in writing by the royalty owners upon suc:!l t.enns and conditions as they pr:sc:ibc. 

(B) NON PROCESSED GAS. Royalty on any gas (including fhred gas), whlc:!l is def111ed as all hydroe:lrbon.s and &=us subst.lnc:.s not defllled 
as oil in subp:ll"3.g111ph (A) above., produced from any weU on said J:md (c:::.eept as provided hc:-c:in with respect to gas pro=scd in a plant fcx the extraction of 
&:\SO line, liqwd bydrot:lrbon.s or other products) shall be 3 /1 6 · part o(U..e uos.s production or the market val1.-e thereof; at the option of the 
owner of the soil or the Commission~ of the Gcnc:r.U l..uld Offic.::, such va..lue to be ~asc:d on the higlle:st market pri~ paid o r offered for glS of eompar.lble quality in 
the gc:lCral = where produced J.nd when run, or the g::oss pric.:: pa..ld or offered to the produc:.:r, whiebeve:r u the g:r=u::; provided that the =imuro pressure: base 
in measuring the gas under t.iis lease shall oot at any tir = cx=:d 14.65 pounds per sq= inc.i absolute., and tbc: standzrd ba:sc temper3tl.lrC shall be sixty (60) 
degrc:~ Fahrc:-.hei[, correction to be ro.ldc: for pressure = rding to Boyle 's uw, and for spccL':e gr:IYity according to tests m:ule by the Bala.nc.: ~ethod or by the 
n:ost approved m ethod of t.csting being ~d by the industry 31 the time of :esting. 

(C) PR<x:ESSED GAS. Roy:llty on any &:IS proc.::ssed in a gasoline plant or other plant for the rec:ovc::y of glSOiine or ot.icr liquid !ty<!roear':lon.s 
sh:lll be 3 L! 6 pan o f the residue g as and the liquid hydrocarllons c:xtractcd o r the rrurlcet value thereof, a.t the opt:on of the 
owner J fthe soil or the Commissic::c:r of the Ge::e:-al l..uld Office. All :o; JJtics due herein sh:lll be based on one hundred pc:-c::nt (100%) of the toul plant 
pr"O<tuC:.:on of ~idue gas at:ribu~!ll-: to gas ~reduced :rom this !e lSe., a.n<! . n fifty pc:rc..~t (SC~'o), or that pc.-c::lt acC":1.1ing to ~sse:, whicheve-r is the gre=r, of the 
tot:ll plant procuc::ion ofl iquid hydroe:ubcns :utribut.able to the g:lS produc.::d from this I elSe; provided that if lic;uid hydroe::.r~ns 3re rccov= d f:om glS pro=sed 
in a plant in whic.'t Lc.s.sc:e (or its par;:t t., subsidiar! or affiliate) owns an int::.:-cs[, then !lle pc:cen~: applic.:lble to liGuid hydroQ!bons shall t: ; ft.fty pc:=nt (50"!.) o r 
the highest pc:c.:nt ;sc~ing to a third par.y processing g:lS t.'u"ough such plant under 01 proc.cssing a~:nent negota:.cd atlrr:l's lcng-.h (or if !..:ere is rio sue!) thir:l 
party, the high= pe:-c:::1C t.ien be:.Og spec: lied in proces.sing ~=ents or c:- 1trac:S in the incust:y), whic:!le ·1cr is :.he grc::ue~. There ·pc:~::ive royalties on :-:siC:ue ~as 
3tld on liquid hydroC~rbons shal l be d et.c::m.in:d by I) the highes:: :n.ll'..:.:: ;:r.c ?aid or oce:-:d for :!.ny glS (or liquid hyeroelrl:cn.s) of com;:aro..blc quality in the 
gener:U illc:l.. or 2) t.'le g:ros.s price paid or offc~d ior such r-sidue g:lS (or t!:e ,:lght.c:~ :rvc.~e gros.s sc!ling prie: for the ro:srec:tive grades of liquid hydroc:arllon.s), 
whichever is the ~r. In no event., however, s.iall the royalties p;sya.bl.: under this pangr:lph be less than :he royalt.!es which would h.:r1c l:=:t due h:ld the g:IS not 
bee:t processed. 

• • • (D) OTHER ?RODUCTS. Royalt'J on c:::rbon '::!lack, sulphur or :~ny ot.'ler produc-..s j:r::c::c:d or manufac:u.-:d 5-om gas (c:~tng liquid hydroqbons) 
wl-.:.~r said gas be "casinghead, ' 'ary, • or :u:y ot.ier gJ.S, by :rac::cnaling. '::lur:1ing or any other ;;r::c.::ssiJ:g shall be .3/1 b pan of :he 
t--os! ;~o"ductien o f suc:h produc:s. or the marlc:t .,:llu: the:: of, at :.ie option of the owner of the soil or the Cor:t.missioner of the Gc ::e;al Land Office, sue~ :nar!c:t 
v:14J~ .:lS. dete::-nined lS fo llows: I) o n t.ie basis o f the hig.l:est :nark:: rr.c: ofe:u:~ produc: for the same mont.'l in whlch such produc: is p rcd::c: d. or 2) on the 
basi!~{ th~ average gros.s sale pric.: of e:u:.i pro~uet for the same month in whic~ such produe:s lr:: produced; whichever is the greater. " 

• 
• • •• • ~ - 1\oUNIMUM ROYALTY. During any yell" after the expir.~tion of the primary ttr.::-1 o f this lelSe, if this lezc is maint.Jined !)y product!cn. the royalti: s 

pa..ld ~l!<!'t this le:ISc in no event sha.JI be less tha.n an amount cql:.:ll to the total J.MU:ll cc lay re:1t.JJ h= in provic:d; or.hc:rwise, ther: shz..il be due and j:lyablc: on or 
bef~~e ~~ t:ut day of the month suce:: ding the anniversary d:ue of this le= 3 sum equal to the total mnual rent:ll less the an:ount of roya..ltics paid during the 
pr.::;;J\ng 1C:3t. }{Pz::tg:Isplt J oftttis leJ::Se doe3 not '!>C-"if.l 11: a e iB)' R!Aial dBI9WAI., ~•A for the pur,:oses o f this jl:J.r"agnph, t.'le delay rental amour.t shall be one: 
dollar ~S l.OO) per ac:."C. ----- . • 

• 
•: • • • $. ROYALTY IN KIND. Notwithstanding any other provision in this !use, at any time o r from time to time, the owner o f the: soil or the CommLo;sioner 

o f the Gen....-al LAnd Office may, 31 the option of either, upon no t les.s than ;ixcy (60) days no tic.: to the holder of the lease, rcquine th:u the payment of any royalties 
;se~t!~~uch royalty owner under this lease be made in lcind. T:1c: owner of the soil's or the Commission<:: oi the Ge:1er:ll L:md Offic.:'s right to talc: its :oy:Uty in 
lc.ind sh:!ll not diminish o r neg:ue the owner of the soil's o r the Commiss ioner of the Ge:1c.--:ll Lar.d Offic.:'s ri&Jlt:S o r Lessee's oblig:uions., whc:.!ler c.."tpress or im~lied. 
under this lease. • 

7. NO DEDUCTIONS. ~: agre=s til:u all royalties 3CC."iling under this lc:ISe (including !llose paid in lc:.nd) shall be ':Vithout deduc:ion fo r !lle cost o f 
procucing, g.athe:ing, stori:tg, separatL1g, trc:ui,g, dehydrating, c:ompre.s.sing, proc:.s.sing, transporting, and otherwise miling the oil, g:15 and other produc:s · 
hc:r:::J.Ildc:r ready for sale or use. Lessee agrees to com puLe and pay royalties on th~ gros.s v:J..Iue rece:Ved. including a.ny n:imbursc:me:1ts fo r severance t.ues and 
production re lo.ted costs. 

8. PLA.'IT FUEL AND RECYCLED GAS. No royalty shall be payable: en :my glS as rr:ay represent this lclSc:'s prop...rtionaL: shar.: of l n)' fJel used 10 • 

process gas proc!uced he reunder in any proc::.:sir.~ plant. Nocwithsunding a.ny other provision o~ t.'lis leJSc, and subjec: to the: wrinc:n eonse:lt o f tl":e owner o f th~ sot I 
an d the Commiss ioner o f the Gene:-:11 ~d Offic.c , Lessc:: nuy rec-Jclc: g:lS for gas lift pur;:oses en :..ie lc:JSed premises o r fer :.njcC'.ion i., to l.,Y oil or g:IS iroducmg 
fom:~tion underlying th e klSed prem ises ilftcr the liquid hyc!.roc:ubcns eont:tined in the gl.S h:~v: bc::1 r:rr:oved; nc royJJties sh:lll be ply:lbl e on the 1e:yc!cd g:IS 
until it is produce d and sold or used by U:s.se: in a m:lJUler whi c!"l em:t!es :.':e roy:J..Ity owners to a royalty unde; this J: ase. 

9. RO YALTY PA '0lDITS A.'ID REPORTS. A! I ro yal:ies no t t.!kcn in kind shalll:e paid to the Corr..missioncr o ft.'le C"1:ne:-al L.a..,d Of.i c: :u At.:Stin, 
Tcx...s, in the fo llowing manJlcr: 

Payment of royalty on proc'.lction o f o il and glS shall be as prov ided in t.l:c rules set for<-'1 in the T:::as Registe;. RuJes c~ntly provide th:U roy:Uty_on oil is c ue 
and must be rec: iYd in the C ; neraJ L:l.nd O ff: c.: on o r be~ore the 5th d::r o !" t.':e se::or.d momh succ...-: ding the rr.c nt.': o f proc!uction, and roy J.lr:y on g:IS ts dee. ar.d ·'-~ 

. . • ( d th " •'- '- - d · · db th • "idlVtt Of ••-m W t be r:cetved tr. the Ge:1cral Land O ff:c.c on o r be tor: t.':e 15th d;sy o t.'l : sceol" mon succ.:: a1:1g \ue mont;, o t pre ucu on, accompante Y e ~· . . f 
owner, manag: r c r other Jutho:i:::d ;,.g::tt. corr:ok ted in the form and man:1:r pres::ibcd by the C-.: :1: :-a.l l.."lnd l)if;e.: and showing L'le gross amour.t :!.nd disp~sttton, 0 

:111 oil :!.nd gJS produc:d and the market vJJue of the o il and gas. tcgcthc: wit.i a copy of 3.11 dcc,_;r::c:ils, records or rqor..s confi rming the g:os.s jlrcduc:ion.. dJsposJt.on 



••• • • • •• • 
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True aAQ 6GH·est 
copy of 

Original filed in 
Reeves County 

Clerks Office 



' :md rrurkct value lac:Juding g:u meta readings. pipeline receiplS, g.a.s line receiplS 3.0d otha checlcs or memoranda of amount produced and put into pipeline3, bnb 
or poob and gu linu or gu St.OC3ie, and any othc:r reportS or records which the Gc:.ner.U U.Od Office may require to verify the gross production. disposition and ' 

' m:uicet value. In all QSC:S the authority of~ managa or aaent to act for the ussee bert: in must be filed in the Gener.U L=d Office. Ex!! royalty payment slull be 
accompanied by a ~eck stub, schedule, summary or o<her =niiWlce s.dvice sho_wi.og by the assigned Gener.U Lmd Office lease number the amount of ro~ty ~>e· 
paid on each le:ue.. lfl..cs:sce pa)" his royalty oa or before thirty (30) d&)" a.ft.c:r the roy:Uty payment WliS due, then Leuu owes :a penalty of 5% on the royzJty Or 111

& 
S2.S.OO, whichcva iJ ~r. A royalty psymeDt which is oVCT thirty (30) days late .shaii ~e a penalty of Joe~ of the royalty due or lli.oo whi~ever is~ 
In addition to a pc.'lalty, royallie3 shall 3Cerue int=t at :a rate of 12% pet ye;u-; such interest will begin accruing when the royalty is sixty (60) days overouc_ · 
Affidavits llld supporting documents which an: not filed when due .shall incur a penalty in m amount set by t.':c G .:.n rJJ L.o.'1c! 0!!]~ J.:!.--:~:.:is.rJ.:i·;e rule wlrtch is 
e ffe ctive on !be date when the :uli~its or supporting documents were due. The Lessee shall XJ.r all responsibility for paying or =ing roya.ltiC3 to be paid as 
pn:scibed by the due dall: provided herein. Payment of the delinquency penalty shall in no way opc:r.U.c to prohibit the StaLe's right of forfeiture u provided by law 
nor 3Ct to postpone the~ on which royalties were origiiully due. The above penalty provisions sh.all not apply in c::J..Sa of title disputJ: u to the St.a!e's ponjoo or 
the roy:l.lty or to that poroon of the roy:l.lty in dispute a:s to fair marlc:t value. 

. 10. (A) RESERVES, CONTRACfS AND OTHER RECORDS. Lessee shall anniU!ly furnish the Commi.s.sioocr of the Goc:-al Land Office with 
•LS best po.s.s i b I e e:nima1c of o iJ and ga:s rcscvc.s underlying this I= or allOC3ble to this I as e and sh.all fum ish said Commi.s.s ioner with cop i C3 of aJ 1 coo !nets under 
which &as is sold oc procc.s.s.ed and all su~llalt agree::nenu ;and amcndmcnu to such eoocrac::s within thirty (30} days Uta cnterin& inLo or making such contracts. 
a&n:emenu or amtndment:s. Such contr.u:ts md agreements when rca:ivcd by the General L&nd Office .sh:IJl be beld in c:onfidenee by the Gc:1erall.and Office unless 
otherwise authorized by Lessee. All othCT eontraa:s and =nis pc:t\ining to the production, tnn.sportation. sale and mazXeting of the oil and gas produced on said 
premises, including the boola 31ld =unc:s, receipts md di.sch.argc:s of all wt:ll.s. t3nb. pools, mctcn. and pipclinC3 sha.ll u all ti.mC3 be subject to inspection and 
cx:llllination by the Commi.s.sicner of the C-c:neral Land Office, the AllDrr.cy Gcnc:nl, the Govanor, or the rcprcsetlt:ltive of any of them.. 

(B) PER.\1ITS, DRlLLING RECORDS. Wri= notice of all opcnlions on this lease sh:l.ll be submic.c1i to the Commissioner of the GcncnJ 
L:u~d Office by U:ssce Of' op<rator five (5) day3 before spud d:l.tc, wt>.rlcover, re-<nay, tanporary :abandonmrnt or plug and :abandonment of any well or wells. Suc:.'l 
wriaen notice to !he General Land Offi<:l: shall include eopiC3 of R.Ulroad Commission forms for application to drilL Copies of well tests., completion reports ·and 
p lugging re;>aru shall be supplied to the Gc::lc:nl Land Office al the time they are filed with the Te:us Railroad Commission. All applications, permits, reporu oc 
other filings th3t reference this lease or any specific: weU on the leased premises md that are subrruatd to the Texu Railroad Commission or any other governmental 
agency 3hall incluee the word •stale• in the title. Addition.:llly, in accort!anee with Railroad Commission rules, any signage on the l=d pre:nises for the purpose of 
identifying wells, bll.lc bar.cic:s or other associ:: ted improvanenu to the lmd must~ inc:Judc the word "Sutc. • Le3.see shall supply the GcDcral Land Offic:e with 
:any records. memoranda, =unts, reports., cuttings and cores., or other inforrna.tion relative to the operation of the above-desc:ibed premises, which may be 
reques:ed by the Gene. -a! L=d Offic.e, in a.C.dition to those herein c::q:ressly provided for. 1.=: .shall have an eleetri~ 3lldlor r.IOJO:ICtivity survey rnac!e oo the 
bore -hole see'Jon, from the base of the surf a= c::uing to the toul de;>th of well, of all wc:Jl.s drJied on the above de:~ bed premises and shall transmit~ tnle copy of 
the log of e3cl! Sllt'ley on c.xh well to the G=cnl L=d Office within fl.ft.e-:n (IS) d:lys a.f'..a the making of s:Ud slltvey. 

(C) PENAL TIES. L::sse: shall incur :a penalty whenever re;>erts. documeolS or other materials are not filed in the Gc::e::!l Land Offic.: whe:~ 
due. The pen:l.lty for I all: filing sha.ll be set by the Gcneru Land Office 3rl:minisrr:u:ive rule wbic.i is effectiYC on the date when the mall:rial.s we:e due in the C-d!er.U 
LJ.nd Office. . ' 

11 . DRY HOLE!CESSA TION O F PRODt;CTION Dl.'RING PR.IMAR. Y TER.\i. I!. duricg the primary t.::::n he:eo f and prior to discovery and production 
of Qi1 ~phs on said land. wsce should drill a c!ry hole or holes the :con. or iC during the primary trnn hereof and :l.ller the discovery and ac.Jal productio n of oil or 
g:J.S ltc~"Ule leased premises such production the:cof should = from any c:IUSC, this lease shall not termin:ue iCon o r before the expir.u.ion of sixty (60) days' fro~m 
da'i~tewpletion of .said dry hole or c..--ssarion ofproduc-Jon Le..s.sce ~mmenc.:s additional drilling or rt'Horlcing ope=.ions t.iercon. or pays or tenders the next 
:111n~ del~y rental in the same manner :u provided in this lease. U: during the last ye:u- o f the prim:u-y te.-m or within sixty (60) days prior thcr:<.o, a dry hole be 
comp~ted and abandoned. or th~ prcduct.icn of oil or gu .should c=sc for any QU.Se_ Ussc.:'s rights shall rcm:Un in full for-...:: and e ffect w ithout funber opcr.uio~­
un~I.U.e ~piration of the prim;uy term; and if Lessee has not ruwned production in paying quantities at the e:~pir.u:ion of the prim;uy term, Lessc:: may maintain t!lis 
le:1$(1,a)ltonduc:ting additional drilling or r.:worlcing opcr.llions p=ant to P=igraph 13, ~ing the CXj)iration of the primary term as the date ofc.:.s.sation oC 
production. under ?3.C3.gr.!ph 13. Should the lint well or any subsequent well drilled on the· above desc:-ibed land be completed u 3 shut-in oil or glS well within the 
prilf1Wt!6n hereof; Lcs:se: may resume payment of the annual re::1ul in the same manner u provided herein on or be!orc the rent:ll paying dat.:: following the 
expi~ion of sixry (60) d:rys from the date of completion of such shut-in oil or g:u well and upo n the f.Uiure to malce suc.i payment, this lc:ue shall ipso fa.cto 
terminate. J.fu the expiration of the primary term or any tlme thcrufter a shut-in oil or gas well is loc:~tcd on the leased premises, p3}"tllcnts may be made in 
ac:c.tJ~~with the shut-in provisions her:ot: 

•:•••~2. DRJLUNG AND R.EWORK.ING AT EXPIRATION OF PRlMAR.Y TER.~ If; 31. the c;cpiration of the primary tam. neither oil nor gu is being 
produced on s;lld land. but L=e: is then e:1gaged in drilling or reworlcing opentions thereon. this lease shall re:n:Un in fore:: so long u OJ:e:<ltion.s on said well or for 
drilling or reworlcjng o f any additional well are prosecuted in good f:Uth and in-worlcmanlikc manner without int.:::ruptions totaling more than sixry (60) days during 
any one such ope..-:~ tion, and if they result in the productio n of oil and/or gu. so long the..-.::aft.:r lS oil and/or gJ.S is produced in paying quantitiu from said land. or 
p;ayment of shut-in oil or gas well royalties o r compcn.s310rf roy:l.ltiC3 is made :u provided in this le:ue. 

13. CESSATION. DRlLLING. A.."<<) REWORKING. I!. likr the ex piration o f the primary term, production of oil or g~ from the leased premises, after 
one: obtained, should c=se from any cause. this le:ue sh:l.ll not tcrmina.u: iCu.s.sec eommrnees al!ditional drilling or I'C'No ri:.ng operations within sixty (60) days 
after such cc.ss:uion, and this lease shall retr...ain in full force and effect for so long as such opc:-ations continue in good f:Uth and in worlcman.lilc: manner without 
intcm.sptions totaling mo~ than sixty (60) days. Ifsuc:.i drilling or n:worlcing opcr.u:ion.s resuit in the production of oil o r gas, the leJ.Se shall remain in full fore: 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 g:u w c:ll roylllties or payment of compensatOry 
royal ties is made as provided herein or as provided by law. If the drilling or reworlcing operations result in the completion of a well as 3 dry hole, the leJ.Se will not 
te rminate if the L:.ssc: commenc:.s additional drilling or rewo rking o pcraeons within sixty (60) d:rys after the comp letion of the well as 3 dry hole, and this (elSe 
sh:l.l l rc:n:Un in effect so long u Less::: continues drilling or n:worlc:ing operations in good fuith and in a worlc:manlike rn31Uler without inte.."7llptions toU!Iing more 
than sixty (60) days. Lessee sh3ll give wri c::n netic: to the Gcner.ll Llnd Office within thirty (30) days of any cess:Hion of production. 

14. SHUT-IN ROYAL TIES. Fo r purposes o f this panpph. "well" n:c:311S any well thai. has be:n assigned a w e ll number by the sute agency ~avin_g 
jwisdic:ion over t.~e production of oil and gas. If. at any time atk: t.':e expiration of the pr.mlt)' tc rr.l of a lease t.i:U.. until being shut in. WJ.S being r.~ainLJJn:d : n. 
force llld : F.e::. ~well cJ~able ofprodue:r.s oil or glS in p:~y ing qU311titi:s is loc:ued en the leased premises, but oil o r psis not being prodcc:cd fo r Jade ofsun.aole 
production f3c ilities or lac It: o i a suil3blc muic:et. then Less': m:~y IJ3Y as a shut-in oil or gJ.S roy3l:y m J.mcur.t cqu:ll to double the J.MUal :-::-~ul provided in the 
le J.Se , but not less !.hlll SI.:!OO :1 :' e:U for e:~c::-. wdl cayJblc o fprocuc:ng oil or z:.s in pay:ng cu:111titi cs. lf?=!i!>a.-h: oid.is leJS~ cM:s nee > .. <eclf: a c!.!a) fiAPI 
...,euA~ lo';eA fo r the jlUCjlos:s o f th is par.~ g..,ph, the dci:1y n:nul:unount shall be one c!oiiJt (:1.00) ;:e: ac:c. To be e c e:: ive, :3ch initial shut-in oil or glS royll!Y 
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must be paid on or before: (I) the expiration of the primal)' t.crm, (2) 60 days al!a the ~e c:ea.ses to produce oil or gas ~m the leased premises, or (3) 60 days 
:Ukr ~e completes a drilling or rcwcrking operation in acUJrdance with the !use provisions; whichever date is la.tcst. Such payment shall be made ooe-h4lf(l/2l 
to the Commissioner ofth.e General l..md Office and ~-half (112) to the owner of the soil. If the shut-in o il <K gas royalty is paid, the le;ue shall be considered to be 
a producing lease and the payment shall c::xtcnd the t.cnn of the I= for a period of one ye:u from the end o f the prirrwy tam.. or from the fun day of the month . 
following the month in which production ceased, md, after th.:u, if DO suiwle production facilities or suitable marlcet for the o il or gas aisu, Lessee ffi3)' cacnd the · 
lc35c for four more su=ive periods of one (I) ye:u by paying the same :unount eal:..'t )"C3l' oo or before the expiration of ea.c:h shut-in year. 

15. COMPENSATORY ROY .AL TIES. ~ during the period the I~ is kept in effea by pa)'Tllalt oftbe shut-in oil or gas royalty, oil or gas is 30id and · 
delivered in paying quantities ~m a wen JOQ!.Cd within ooe thn=d (1,000) fcc1 oftbe Jc;ued premisc3 and comple1ed in the same producing rcsavoir, or io any . 
c;uc in which dninage is occurring. the right :o continue to maintain the lease by ~..ng the shut-in oil or &"33 royalty sha.l.l =c, but the lease sh.all r:mJ.in effectiy · · · · 
for lhc: remainder of the )'ear for whic!l cbc royalty has be...--n paid. The~ may maintain the l=sc fer four :nore su=ive ye:us by I...c.ssee paying co~ e ·.· 
royalty at the royalty rate provided io the I= of the nurl::et value of production ~m the well = iog the dr.linage orwhic:!l is complc:.cd in the sa.me Producing ry 
reservoir ill!d within one thousand ( 1,000) fc-::t of the le=d premises. The compc:nsawry royalty is to be paid monthly, one-lu.lf (112) to the Commissioner of the · 
CencraJ Land Office and one-half (1/2) to the owner of the soil., beginning oo or before the last cby ofcbc month following the mootb in which the oil or :a.s is 
produced ~m the well C3USing the ~e or that Is completed io the svne produc!og reservoir ar.d JOQI.Cd within ooe thousand (1.000) feet of the leasd ~ 
If the compensatory royalty paid in my 11-mooth period is in 311 amount less than cbc annlW _shut-in oil or gas royalty, L::sse: shall pay an amount equal to the 
difference within thirty (30) cbys ~m the end of the 12-mooch period. Compc:uauny royalty payments whic:b arc not t.U~Iy paid will xaue ~ty and iJltatst in 
acrordance with Pan.graph 9 of this lease.. Nooc ofth= provisions will relieve Lessee of the obliptioo ofrc=onable development no r the obligation to drill offset 
wells as ;>rovidcd in Tex:IS N:uural Reso= Code 52.173; bowcvc:, 31 the det.c:nnina.tioo oftbe Commissioner, and with the Commis.sioncls written approval, the 
payment of comper..sawry royalties = sarisfy the obliption to driJJ offset wells.. . 

16. RETAINED ACREAGE. Notwithsunding any provision of this le:ue to the cootr.uy, aft.cr a well producing or c:~pable of producing oil or gas 1w 
been complet...-d on the Jc;ued premise.3, Lessee shall exm:ise the diligence of a r=sonably prudent 0pe:ra10r in drilling sue:. 'I additional well or wells ;u may be 
n:3Sonably neee.ssa:y for the proper development of the Je;ued premises and in marlccting the production thereon. 

(A) VERTICAL. to the event :his lc:JSe is info~ and ef"t:t two (2) ye:ll'S :U\.c:r the ~iratioo date of the primary or e::ctroded t.e:m it shall then termin:ue 
as to all of the le:I.Sed premise3, EXCEPT (I) 40 =surrounding Qc.'l oil well e3pable ofproduc:ng in paying qt=~tities 31ld 320 =surrounding eaCh gas Wt:ll 
C:lpable of producing in paying qu:mtities (inc!uding a shut-in o il or ~as well as ;rrovidcd in Paragraph 14 hereof), or a WC:!IIlJXln whic!l Lesse: is then eng:l&ed in 
continuous drilling or reworking oper:ltions, or (2) the :1umbcr of ..c:-e.s included in a j)roducing pooled unit pursuant to Tau N:uural Reso urcc:s CoCe 52.15 1-
52.153, or (3) such ~:uc: or Jesser number of= 3.S mlY then be alJOQ!.ed for prod uction pwpos<:S to 3 pror.lrion 1:11it fo r =!l sue!'! producing well, under the rules 
and regulations of the ~road Commission ofTc:::us, or any suc=sor agency, or other govcmrnental authority having jurisdiction. lfa.t any time ~r the effective 
d:!te of the partial termination provisions bcrcot; tllc: :1pplicble field rules :u-c c.'t31lged or the well or wells IOC3tl:d thereon arc rec:!assific d so th:u Jess aereage is 
the:-::Utu alloc:J.tc:d to said well or wells for produc::ion purposes.. :his lc:lSe shall L'le:c:llJXln termina:: ;u to all ac:;e~g:: ~ot :hc::likr alloc:ucd to s:lid well or wells for 
production purposes. Notwithstanding the :e:nUnation of this !elSe ;u to 3 portion of the !.lllds covc:n::d h=:by. Les~: sh.lll :l~ertbeless continue to have the Qg..'lt of 
ingress to and :g:ress from the lands still subjcc: to this le;ue for Jll j)Ur,X)Ses described in ?:=.graph I he:eo t; together with case:nents and rights-of-way for exis~g 
roads. existing pipelines and other existing facilities on. over and ac::oss all the 13Jlds desc.-ibed in ?:=g::-apb I hc~eo f("the ret:Uned lands"), for ac~ss to and from the 
r:uinc<! !ands and for the gathering or t:r.lruportation of oil, ps and other m ine:-:Us produc:d from t!:e ret:Uned l:u:ds . 

• •• 
• • • • • • (B) HORlZO!'c"T AL.. In the event this le;ue is in fon:.: and effect two (2) ye:~n afta the expiration -= of the primary or extended term it shall funhh ' 

tc;-ra~,. as to all dc:'jlt!"'S be!ow 100 feet lx:low the toul de;>th drilled (bereinaftc •de:;xr de;>ths") in e~ wezi!O<::ucd oo 3c:"e3.ge re:.:Uned in Paragraph 16 (A) 
att~-.·~Cl3 o n or before two (2) years a.fta the primary or cxtcde:i t.crm Lesse:: ?:xys an amount :qual to onc-h:llf ( lf.4) o f the bonus originally p:lid as 
consiie:;Jtion for this le:ue (as specified on Pl!!l= I hereof). If suc."z JJnount Is paid, IJ:is le:!.Sc slull be in force and e ffect ;u to suc:h de:per depths. and said 
tel'nlil!ition shall be delayed for an :1dditionaJ period of two (2) ye= :u~d so long therc:Ukr :tS o il or gas is prod~:c:d in paying qt=~tities ~m such deeper depths , 
co.-;r;~ 2' this le;ue. . -

• • • • • ! (C) IDENTIFICATION AND FILlNG. The surf= 3CT'eage re:ained hereunder as to=!! weU shall, as ne:ll' ly as pr.~c:ic:l.l, be in the form of a sqU:li'C with 
the ~ell l&azed in the center thereof; or such other .s.'lape as may be Ol.pFroved by the Commis.;ionc:r of the: c-cn~ L,a.,d Offic.:. Wit.'lin thirty (30) days after partial 
tcrmift:uion of this lease as provided hcre!n. L:.sse: shall ex:cut: and record a re!e:ISe or rele:::.ses conu.ining l s;~tisfac:ory legal c!.esc:iptioo of the ac:;eage :l!ldlor 
c!e;riN pg~reuined hereunder. The r:coreed re!e:uc. or 3 c::rtified ccpy of s:unc. shall be filed in the c~ne:-:U L1nd Offic:, =mpanicd by the filing fe: prescribed 
by tile Gez'er.LI L'lnd Office rules in effect on the 6t: the: relc;ue is fil ed. If~ fails or refuses to execute and record such rclc;ue or rele.;ues within ninety (90) 
d:l~\~c:;tcing requested to do so by the General Land Offic:, then the Corrunissioner :It his sole disc:-etion may design:w: by wri= insc;u:nent the a.c;nge and/or 
de;:>ltls to "'= re!e:ISed hereunder and record suc!'l instnun cnt :u Lessee's exFense in the county or counties whe:-c :he Je;uc is loc:J.t:d and in the official records of the 
C~nerJJ Land ~ce.illld such designation shall be bindin g upon Lcs.se: for all purposes. 

17. OFFSET WELLS. Neither t.'le bonus. d:!ay rtnuls, ncr royalties paid, or to be p<lld, undc: this le;ue shall relieve~: of his obligation to protect 
the oil and gas under the above-<lescribed l:md ~m being dr:!.ined. Les~:. sublc::ssec. rec:dvcr or ot.~cr agent in control of the le;ued premises shall drill as many 
wells as the fac-..s may justify and shall use appropriau: me:li\S and drill to a depth necessary to pn:ve:~t undue dr.linage of oil and gas ~m the le:JScd premise. In 
addition. if oil and/or gas ~hould be produc:d in conunerciaJ quantities within 1,000 feet of the le;ucd pr:mises. or in any C:ISe w here the le:ISed premises is being 
drajned by production of oil or gas, the Lessee. sublcsse:, rtc::iver or other agent in control of the le:tSed premises shall in good faith begin the drilling of a well or. 
wdls upon the le:ISed premises within 100 days after th~ draining well or wells or the well or wells completed within 1,000 feet of the le:ISed pn:mis;$ start produc::'lg 
in ~mmercial quantities and shall prosecUle such drilling with diligenc:. F:~ilure to satisfy the swutory offset obligation m:1y subject this le;ue and the owner of the 
soi l 's agency rights to forfeiture. Only upon the dc:.erminJJion of the Commissioner of the Gcner:U U.'ld Offi~ 3.nd with his writ:o approval may the paymc:.,t of 
compensatory roy alty under applicable starutnry pararne::n satisfy the oblig:uion to drill an offset well or wells r:quirt:d under this paragraph. 

18. FO RCE MAJEURE. If, after a good faiL'! ~!fort. Lessee is prevented ~m complying with :my express or imp lid covenant of this Je;uc, from 
conduc:ing drill ing ope::llicns o n the Je;uec prt:mises, o r from producing o il or g:IS ~r.l the le:ISed prr.ni~s by re:ISon o fwu, re~!lion. riots, s:;ilces, :1cts of C-od, or 
any valid order. rule or rcgu!Jtion o f gove:nmcnt 3uthority, then while so pr:vented. Lessee's oblig:~ticn to comply with sue!~ cove nant shall be suspended and L:sse: 
shall not be li ;~ ble for damages for failure to comply with such cover:3.nlS; additionall7, this lc;uc shall be ext.cn~e d while L:ssc: is preven ted, by any such c;~u.sc , 
from conducting drilling 3.nd reworking o peratio ns or 5-om produc:ng oil or g;u from the lclSed ?rt::nises. However, nothing in this p~-:1ph shall suspc~d the . 
payment of del;~y renuls in order to mainuin this lc:tSe in cf'ect during the primary te:m in the :lbse::c.: of such drilling or rcworiC:ng ope ntions or producuoo of ozl 
or g'l.S. 
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19. WA:RP...ANrY CLAUSE. The owner of the soil w=ts and ag:rc:es to defend title: to the lc:ued premila. If the owner of the ~U defaults i 
payments owed on the leased pr=isel, then I.cs.sce may redeem the rights of the owner of the soil in the leased prcmise.s by paying a..'ly mortg3ge, tax:.s or nth . 
on the leased premises. Jf Us.see ma.Jce:s payments on behalf of the owner of the soil under this paragraph, l...eS$e:: may recover the cost of these paymer.t.s ~ c.r,l!eru 
rental 31ld roy:Uties due the owner of the ~il. · m we: 

10. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than tl-.c entire undivided sum~ esute in the abo 
~=ibed land, whether or not Less.ee's intae:st is speeified herein. then the roy:Utic.s and renul ~in provided to be paid to the owner of the ~ilshall be pai;e h" 
urthe proportion which his int:rcst be:1n to the entire undivided surfacz estate and the royaltici and renul he:-cin provided to be p3.id to the Commissioner of U:: = 
Gencr.U Lind Otf:a: of the St.a11: ofT~as shall be Jilc..~ proporuonat.ely redu~d. However, before U:sse-: adjuru the roy;llty Of" rental due to the Commis.sio f 
the Gene raJ Land Offi~, Lessee or his authorized rcprc:seoutive must submit to the Commissio=r of the Genc:n.l L3nd Offi~ a written statement whic!l e:xplaiJu ~ 0 

discrepancy betwun the. nt=t purportu!ly le=d under this le~ and the a.cruaJ int:rest owned by the owoa of the ~il. The Commissionc: of the C-ene:a!l.cnd :c 
Offi~ shall be paid the value of the whole produdoo aJIOQble to any undivided int.er.st net covc:n:d by alc:I.Se, I= the proportio n aLe development and productio 
cost a.lloC:!ble to such undivided intere.st.. However, in oo event shall the Commissioner of the C...::m:nl L31ld Offi~ re-~ive as .a royalty on the groS3 production ° 
al locable to the undivided intere.1t not l=d a.n amount lc:s.s tha.n :he value of one·s~nth (1/16) ofsu~ groS3.produetioo. 

(B) REDUCTION OF PAYMENTS. It; during the primary tenn, 1 portico of the land covered by this lease is included within the boundaries 
o f a pooled unit that h.u been approved by the School Lmd Bo1rd and the owner of the ~il in a.c:::ordana: with Na.tllnl Resout'Ce.S Code S«tions 52.151-52.154 or 
~ a.t 1n)' time after the cxpir:uion o( tbc ;~rimary term or the p;tcnded term, thi$ lease covm a I~ Dllmbcr of= th1n the to~ amount desc;.'ibcd herein. ' 
payments that 1re rn3de on a pa aac basis hereunder shall be :-cdu~d according to the number o( acres pooled, released, surre:1dered, or otherwise severed, so lhU 
payme!lts determined on a per acre basis under the terms of this IC1Sc: during the primary tenD shall be c.alcula.tz:d b~ up<ID the number of= outside the 
boundaries of 1 pooled unit, or, if after the apiraLioo of the primary term. the number of ac:-es =ally re~ed aod covered by this 1=. · 

21. USE OF WATER.. UJ.see shall h3ve the right to usc water produa:d on said land nc:=1ry for operations under this IC3Sc cxc::pt wa.tcr from welh or 
t:1nks of the owner of the ~il; provided, however, Lessee shaJJ not usc pouble water or waLU suitable for livestoclc or irrigation purpo~ for watc:flood opcr.uions 
without the prior consent of the owner of the soil. 

11. AUTHORlZED DA.'viAGES. Lcs.see shall pay the owner of the soil for damag::s caused by its op=uions to all pc:.-sooal property, improvementl, 
llvestoclc ;;nd crops on said land. 

13. PlPEUNE DEPTH. When requested by the owner of the soil, l...'"$5~ shall bur/ its pipelines below plow d«:?th. 

j 
24. \¥'"ELL LOCATION LIMJ7. No well shall be drilled nc=r than two hundred (200) fe:t to 3!1Y house or b:1r.1 no w o n s3.id pr::nises without the 

wr.nen consent of the owner of the soil. 

i . 
25. POLLUTION. In dcYeloping this ~a. L:.sse: shall use the highest dcg:-ce of car: and all propc:: s.ai:guards to prevent ;>ollution. Without limiting the 

forego ing. pollution of coa.st.:l.l wetl ands. n:lrUral watcr?fllys, rive~ 1nd impounded water shall be ?revented by the use of cont:l.inment fac!lit:ics suflic!ent to prevent 
spillage, seepage or ground w:n~r cont:lmin:ltio n. In the c:ver.t of?ollutio n. ~see sb:Ul use a.l1 m=~ at. its disposal to rc~curc 3.11 C.Sc:lpCd hydroc:ubons or other 
pollutant 1nd shall be re~onsiole for all d:unage to publ ic and priv:ue properJes. Lessee shall build a.nd maint:l.in ien= around it!; slush, sump, :~nd dr:linage pits 
~!iM~tteries so as to protect livestoclc: against loS3, damage or injwy; and upon completion or abandonment o f any we!l or wells., Lessee sha!l fill and level all 
slu~ !fie and c::llan and completcly cle:JJl up the drilling site o fa.JJ rubbish thereon. LcSS(:e shall, while conduc:in g oper.u.ions on the leased premises, lc:=l!.said ,. 
prJ-'!~ ice of all rubbish, e111S, boalc.s, paper cups or prb3ge, 3lld upon completion ofo~on.s. shall restore the ~urf.lc: of the land to as ne:l! its original 
conel'lion11nd eontou~ as is pr:lCticable. Tmlc:s 1nd equipment will be lce;>t p:Wlted :~nd pre.se:1table. .. . ~ 

• • • • 26. RE:'vfOV AL OF EQUIP~. Subj ect to limitations in this paragr.1ph. L== shall have the right LO re:r.ove ro;~chinery and fiXtUreS placed by 
tc~•the le:ued premisc.s, including t.'ie right to draw and remove C:lSing, within one h_undrc:d twenty (120) days after the expir.uioo or the te:mina.Ccn of this 
lease uniCiS the owner of the soil gr.mts Lessee an exte.'!Sion of this 120-<lay p.:riod. However, Lc:ssc: IT'.:IY aot rercove casing from my well capable of producing oil 
anft~ft-:paying qu3lltities. Additionally, L.:ssee may not dnw and remove c=ing until a.ft.c:= thirty (30) cbys wr.a::'l aocc: to the Commissioner of the General 
~dJ)ffic:: and to the owner of the soil. The owner of the : o il shall become the owner o f any machinery, fixtures. or c:~.Sing whic.'l 11": no t timely removed by L:ss~ 
under the ~rms of this p~h. 

•••••• 
• •11. (A) ASSICi'NME'iTS. Under the conditions conuined in this p~ph and P~h 29 of this k:ue. the rights and C.Sta!J:S of~ither party to this 

le:¥e .. ,.te assigned, in whole or in par .. and the provisions of this lease shall cxtc:'ld to and be binding upon their heirs, devise:3, leg:U repr-..senutives, succ:s.so~ 
and mign~. However, a ch3llge or division in ownership of the l1nd, renuls, or royalties will cot C':'l!arge :.be ob li p rions of~e, dimin ish the rights, privileges 
and c:.suti:s ofLesoe:,·impair the eff:ctive:~eS3 o f any payment mace by Lessee or impair the e!:rc:::tivenc.ss of any act performed by Lesse:. And no ch3llge or 
division in owncr1hip of the l3lld, rentals. or royalties shall binc! L:sse: fo r any purpose un til thirty (30) days lftcr th owner of the soil (or his heizl, devisees, legal 
rtj:lresent:uivc.s or assigns) furnishes the Lc:Jsee w itb s.atisfJ.Ctory written evidence of the change io owner1hip, inc!uding the original recorded muniments of title (or 3 

c:nific:d copy of such original) wh~ the owne~hip c.ianged beause of 3 convcyanee. A total o r partial assignment of ;his !elSe shall , to the extent of the in~rcst 
assigned, relieve and discharge Less.ee of all subsequent obligations under this !elSe. If this lease is assigned in its entin::y as to only part of the ac:-cage, the nght 311d 
option to pay renuls shall be apportioned as between the sevcr:U owne:s ratably, according to the ar-..:a o f e:u:h, and failure by one or more of them to pay his shar.: of 
the renul shall not Jlfect this !elSe on the p:ltt of the land upon wh ich pro rau renuls arc timely paid or tendered ; howc·ter, if the ass ip o r or lSSignee does not file 3 

c:rjfied copy of sue!\ assignment in the General L.lnd Office be fo re the next renul p:~ying date, the en tit: I elSe shall tenninJtc for failure to pay the e ntire rtnol due 
under Pilr.lgraph J . Every assign~ shall suc::.:ed to all rig.lotts and be subject to all obl igatio ns., liabilities, and penalties owed to U!c St.:ll.: by the originallc:S3ee or an)' 
prior 1S3ignee of the I elSe, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. N otwit.':st:lnding 1ny provision in PJ.r.~gr.~ph 27(a), if the owner of the soil :u:quin:.s :h is lease in whole or in part by 
assignment without the prior written approval of the Corr.r.~ issionc: oftl:c <ftner:U L31ld Offi~. this lelSe is void 15 of the time o f assig;unent 1nd the 3g:ncy power 
of the owner m3y be forfeited by the C omm issione:. An assigr.ment will be treJted as if it we:-: road: to t.'lc owne r o iihe so il if the assig;~e: is: 

( I) 3 nom ine: o ft.ic owner o f the soi l; 
(2) 1 corporillion or subsidiary in which the owner o f the soil is a princ!;>al stOckholder or is 311 employee of sue!\ J corporation or subsidiu y; 
(3) 3 partr!ersh ip in which the owne: oft.':c soil is 3 partr!er or is 311 : m p!oy=-:: o f suc!'l 3 ;)arttle:oilip; 
(.t) 3 principal s toc!Uloldc: or e:nploye: o f the corpo raeo n which is the ovmer of ihe soil; 
(5) a p1ttnc r o r e mploye: in a par.nc:ohip which is the owner of the so il ; 
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(6) a fiduciary for the owner of the SQil; including but not limited to a guardi.Ul. trustee., executor, admillistr.uor. receiver, or conservator forth 
owner of the soil; or e 
(7) a fami ly member of the owner of the soil or related to the owner of the soil by ITWTiage, b lood, or adoption. 

28. RELEASES. Under the conditions conuined in this pas-a.grn.ph and Par.:t.g:r.~ph 29, L=c:e m:ry 3.1 any ti:r.e execute and deliver to the owner of th . 
an~ place of record a release or releces cover'.ng any portion or portions oftbc lc:ucd premises. and thereby sum:ndc:- this lease a.s to such portion or portions, e 

5:~ 
relacved of all su bsequent obligations .lS to acreage surrendered. If any part ofth.is I= is properly sum:nd::n:d, the delay renuJ due under this lease s.haJ! be rc:~ 
by the _Proportion that the sum:ndm:d aceage be:~n to the acreage wh.ic~ was covered by this I= imc=Jia.t.ely prior to sucll ~der, however, suc.'t rek:lSe wil~d 
no t reheve L:.sse e of any liabilities whicll rn3y have acc;u.ed under this I=e prior to the: surn::Jdc:r ofsuc!l ~age. 

29. FILING~ ASSIGNME-ITS A."'D RELEASES. If all or any pan oft!W I= is assigned oc re!e:uc:d, such a.s.sig:unc:-:11 or release mUSl be ~rdcd. 
~county ~here the land LS s iru:ued, 3Xld the: recorded instrwnc::'lt, or a copy of the rcccrdc:d :nstr=Dt =tif:~d by :l;c County Qaic of the: county ill which tr.e Ul 

u-~mc:nt ~ recorded, mu.st be filed in tbe General Land Office wit.'tin 90 days of the last o:ecutoo date ~T:'Ipan.id by tbe ~bed filing fe~ If any suc.'t 
assagnment IS no t SQ filed, the rights 3Cqllin:d under this lease shall be sub j et:: to forfeirun: 3.1 the option of dlc: Commissioner of the Genc:ral Land Office. 

30. DISCLOS URE CLAUS.C.. All provisions pcruining 10 the I= of the abovc-descoibc:d land have l=D ir.cluded ill this instnuncnt. including the 
st:llemeDI of the true considc:rarion to be paid for the ~-=o.nioo ofth.i.s lease 3Dd the rights :md dl.'tics of the parties. Any colla.t.-:-al tgre=ents con=ing the 
development of oil and ps from the leased premises which are not contained ill this lease I'Cldc:r this I= invalid. 

31. FIDUCIARY DUTY. The owner of the soil owes the Sotc a fiduciary duty aod must tully disclose any fa= affecting the State's inte~ in the leased 
premises. Whe:'l the intue:sts of the owner of the soil conflict w ith thos.: of the S tate. the owner of the soil is obligated ID put the S Late's interests before hi3 J)Cnonal 
intereSts. 

32. FORFEITURE.. lfl.=e shall fail or refuse to m.ake the paym a of any sum within thiny d3)> J..fu::r it bec:omc:s due, or if Lessee or an authoriz.:d 
agent should knowingly cuke any false rerum or false re;:-ort conc:ming produc:::ioo oc drilling. oc if Le= sh.JJI fail or refuse 10 .!.-ill any offset well o r wells in good 
faith :lS required by law and the rules and regul3.1ions :u!<:lpted by the Commis.sicna of the Gcnc:t:1.1 Land Offi~ or if~ sllould :-ail to file rcpor..s ~o the ma!'.ner 
required by law or fail to comply with rules and regulations promulgated by the Gcner.a.l Land Offic.::. the School Land Board, or the R:Ulroad Commission., or if 
Lessee should refuse the proper authority ac~.ss 10 the records pe ... ..:1ining 10 oper.ujon.s, Of ifl.es.see or an :wthoriz:d ager.t shou.ld lclowingly fail or refuse to give 
correct informatio n 10 the proper authority, or know ingly fail or refuse :o ftunish the General L=d Offic: a correct log of any well. or if Le.ssc: shall lr:::nowin~ly 
v !olate 3ny of the m:uerhl provis ions o f this le:l.Se, or if this Je:ue is l.S.Signed and the 3SSig:unc:'lt is :lOt fil ed in the Gcncr.U l...:md Offi~ as required by law, the rights 
acquired under this le:ue s)laJl be subject 10 forfeiture by tbe Commis.s~ona, ;llld he. shall for.'"e!t sair.e wbc:~ sufficiently infc nncd of the fac-....s whic!l J l!t.'t,oriz: 3 

forfeiture, and wh-=n forfeited :he ar.:3 shaJ l ~n be subject to l e~e ur..ier the tams of the Relinqllishme::lt Act. HoWCYer, no thi.'lg herein shall be construed as 
W4.iv:ng the autor:'latic termination of this lc.lSe by o pc:-atio n oflaw or 'oy rc~on of any special limiut:on ar.sir.g he:.:::.u:dcr. Forfe!ture:s rn3y be s.:t aside and this 
le:l:Se and all rights there \Ulcer reins t.lted Dc::c re the rights of anothe~ interve::e upon s:uisfac:.ory cviden~ to the C.::mmi.ssioner of the Gc:'le:-al L:u::: Office of .fun:re 
ccmpliance with the provisions of the law :md of this l=e and the rules and regulations that may be a.Coptcd relative he:t:to. .' 

33. UEN. In a.c:ordan~ wit!l Texas Narural Resources C o<!e 52136, the S= shall have a first lien upon all oil and gas producd from the area covered 
by t.'l is le3Se 10 secu re payme:'lt o f all unpai d :oyalty and o ther sums of:;,oney t.~ :::ay be::orr.c: due unde: :his !e:uc 9y ac.c:epun~ of this k:ue.. L:.sse: ~ts me 
St3t;:'i6'~gition to the l ien provic d ~y T::us Narun.J R:.sour= Cod: 52.136 and 30Y othc::= appliClble su . .-uwry . .::1, an e:::pr-...ss ccn=31 lie:: on and .sc:uf.ty 
int.:r~~~>l irMll le.lSed m!ner.a.ls in and e:ro-ac-..cd from the leased premises, all proc:xds which may a.c-.-.;e 10 Lcss.:c frcm the sale of suc!t leased mincnls, whether sue.. 'I 
pro c~~ ~ held by Lessee or by a thi..-tl pa."'t)', :llld all fiXt".u-..s oo 3/ld improve:nents to the leased premises wed in c::r.ne~on wTt.'t t.'te production or processing of 
sue~ D::edcnioe.r.lls in order 10 se:::.ar: :he payment o f aJ I royalties or other amcl!.,ts due or 10 become due under :his :case and to s.:::-.Ire payment of any damages or 
loss lh¥ Lessor may suffer by rc:lSon of~ee's br.3ch of :my covenant or condition of this lt.'lSe, whether e:tprcss or implied. This lien and secwity inte:est = Y be 
fcre::\p,~with o r witho ut court proc:eaang.s in the manner provided in the Title 1, Claptcr 9 o f the T= Bu.sine.ss and Corr.mercc Code. Lessee agn::.s that the 
Corll~~igllc:r ma:y require Lessee to c:ecJt:: and rc-=ord such instruments .lS may be reascnably oc-c.::ssary 10 aclr:::nowledge, a.n:a.ch or perfect this lien. Lcsse: be:eby 
re;:resents ~3.1 ther: are no prior or superior liens arising from and relating 10 Lesse:'s activities upon the above-<!escribcrl prcpe~ or from Lessee's acquisition of 
this1~~ •.;11ould the Commissioner at m y time determine th3t this representation is not true, t.l::o t.l::e Commis.s!oncr may dec! arc this le3SC forfeited as provided 
herein . • 

• • • • ~. POOLING. L:s.sec is here by gra.nt:d the right 10 pool or unitize the royalty intcr:st of the owner of the soil unce: :.I': is lease with any other leasehold 
or mi~eral i~terest for the exploration. development and produc:.ion of oil or gas or either of them upon the same tcnns as sh.llllx approved by the Se!'lool L3nd 
Bo364,~e Commissioner of the Ge::e:a.J Land Offi~ fo r the pooling or unitizing of the inter= o f the S ute under t.'l is le.lSe pt:m1allt 10 Tcx:lS N3.%llnl Resour= 
Code• 52.1~1-52. 1 53 . The owner of the soil -.grees th3.1 the inclusion of this provision in this le:uc: satisfies the e:te::-~tion rt:Gu!r=:C:'I ts Staled in Te::as Natur:ll 
R esources Code S~ 15.2. 

35. INDEMNITY. Lessee he= by releases and discharges the St3te ofTcxas aEd the owne r oft.'1e soil, the!r offic::s, employees. parmc.-s, agents, 
contnc::tors, subcontractors, guc.st.s, in vit.e::$, and t.'tcir res pective succe.sso rs and assigns. of and from aJI and any :J.Ctions and =~of action of every nat".li'C. or other 
harm. including env ironrnc:ntal harm, fo r whic~ recovery o f damages is sought, including, but not limit.ed 10, al l losses and expc= which are =ed !ly the 
ac :.i v ities of Le.s.see, its officers, employe~. :llld age :'Its :ui.sing out of: incide::t.llto, or resulting from, the oper.uions of or fo r 1.=: on the leased pr:::Uses 
h~:-eunder, or that may 3risc out o f or be ~;a.sioncd by Le.ssee"s brca.c!t o f any of t.'le terms or provisions o f this Agn::ment, or by any other ncgligcct o r strictly liab!e 
ac: or omission of Lessee. f urther, L:s.se:: hereby agrees to be liable for, :.~one :-at:, indemnifY, dc fc:~d and hold h310lllcss the: Stat.c o fTc:x as 30d the: owner of the soal, 
their officers, employees and agents, tbe:..r successors or a.s.s ig:ns, against any 3nd all clairru, Jia.biliccs, los.se:s, d:unagcs, actions, personal injury (including del.th), 
costs and expenses. or other harm for whic~ rccovc;-y of da.'Tiages is soug.ht, under my theory including tort, contr:lc-.., or str.ct lia.bility, including attorneys' fcesmd 
othe r lcgll expe:'lses, including those re l.:c.d :o environmental ha.urc!.s, on the leased pr::nises or in any w:ry related 10 L:..sse:'s failu.-c to comply with :.r.y and :Ill 
e:'l v ironmental laws; those arising from or in any w:~y re!:ue d to Lessee's 01=er.uions or any other of Lesse:'s a.ctivit:es 011 the lea.sc:i premises; those :!rising from 
L=sse:"s u.se o f the surfac: of the leased premises; and L'lose th3.1 may arise out o f or be occasioned by L::s.see's bre:~c.'t of any o f the :crrns or provisions o f this . 
Ag~e:me :n or 311y other act or om is: ion o f L:.ssec, its direc:crs, offi~rs. employc:.s, parmers, ag~ts, contr.~c-..ors, subcontr.~c:ors, g-;e:ts, invitees. and the!r respcc~ve 
suc~ssors anJ assigns. Each 3Ss igne: of this Ag:-:::me:'lt, o r an intc~cst thc:-:in. :~yCcs to be liable: fe r , «Xoner.u.e, incemnify, cefe:~d and hold h:umle.s.s the St:uc 0 1 

Te:::: ::s and the owner o f the soil, the ir oeic.:rs, employees. and agents in the: S3111c manner provic!ed above in co nnection wit.'lt.he advitics of Lesse:, its offic: ::s. 
employe:s, and agents as dc:.!'Oil::d abcve. L'<CEPT AS OTHERWISE EX.PR.ESSLY Ll~lrn:D H EREIN, ALL OF TrlE L'iDE:\INITY OBLIGA TJO;-;S 
Ai'\DIOR LIABILITIES AS:SU~IED L-;"\DER THE TER..'vLS OF TriiS AGR.EZ;'.1E:"."T SHALL BE WITHOUT Ll;"r!!TS A.-..,u WITHOiff :U:GA.~ TO 
nn: CAUSE OR CALiSES THERE O F (EXCLL"Df":'IG pR.£.£XISTf.'iG COi'I""DmONS), sr;ucr LlA.BILITY, OR nn; ;-;c:GLIGE;-;CE O F ,.._-.;y ?ARTY 
O R PARTIES (fi'ICLUDJ"NG TH.<: i'iE G L!GE;-;CE OF THE IJ'<"DEC>f:'1"1FIED PARTY), WHETHER SUCH ;-;EGLIGE:-i C"': BE SOLE, JOL'<I, 
COi'/CI.iRRE:-.1, ACTIVE, OR PAS.S I"'r""E. 
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36. ENVIRONMENTAL HAZARDS. ~.shall use the highest de~c ofc.:Jrc :1nd a.JI re:uoaable safeJUMd.s to pre-vent conumin.ation or pollutio · · · 
~y environmenr::U medium. including soil. SlD"fac:e w:J.L.en. r.roundw:!Ju, scdime!lts, and surface or subsurface stnt.a, am blot air or any other crvircnmcllbJ 

111 
d~ of _ 

Ill. on, or under, the le:ucd premises, by 3.0Y W:l.SU; polluunt. or contuninanL L:ssee sholll not bring or permit to renuin on the le;ucd premise:s any asbestos e •urn 
conuining materials. explosives, toxic: mate:W.s, or ~bstanc:d regulu.ed :u h.u.:ln!ous wasta. ~dous auterials. h2z;J.rdous subsun= (:u the tc..-m •liazud 
Subsunc.e~ is defined in the Comprehensive Envirocme:~tal R~ponse, Compensation and Lability Ac:t (CERCL..A).. •2 U.S. C. Sec:tioiU 9601, et seq.)., or ~eOIU 
subsunc.cs under my fedcr.U. st:I1c.., or !OC3!1~ or regu.luioo ("H=dous Ma.taiaU"), except ordillazy product3 commonly used in eonr..edon with oil and gas 
c:xplorauoo :llld development operaticns. :nd S-?:-c:! :t: ~:: ~t::ll :JU-"'.1'.-:t •nd <l'llntities. LESSEE'S VIOLATION QF THE FOREGOING PROHmmoN 
SHALL CONSTlTl.TTl: A MA TERlAL BREACH AND DEFAULT HERElll'o'DER A.';D LE.SSa; SHALL IND E.'\1NIFY, HOLD HA.R."IU:SS AND 
D i:FEND THE ST A TI OF TEXAS A.'lD THE OWNER OF THE SOIL FROM AND AGAINST A.'N ClAD IS. DA."\iAGES, JUDGMD.'TS, PDiAL n 
LIABILITIES, A.'lD c;oSTS (INCLUDING REASONABLE ATTOR.'IEYS' FEES A.'lD COURT COSTS) CAUSED BY OR ARISING Otrr OF {I) A ES. 
VlOLA TION OF Til! FOREGOING P ROHJBmON OR (D) THE PRESENCE. RELEASE, OR DISPOSAL OF A-'N HAZARDOUS MATDuAts ON 
UNDER, OR ABOUTTiiE LEASED PRL\il.SES DURING LESSEE'S OCCUPA-'ICY OR CO!'t"TROL OF THE LEASED PREMl.SES. l.ESSEESHAI.L' 
CLL-\4'1 UP, REMOYl:, RE.'\1EDY A-'."D REPAIR A.'N SOiL OR GROI.JND WATER COI'ITA."IINATION A.'ID DA."L\GE C.-\ USED BY TRE 
PRESL.'ICE OR RELEASE OF AJ.'N BA.ZAlUlOUS MA TElUALS IN, ON, UNDER. OR ABO tiT THE LEASED PRE.">OSES DURING LESSEE'S 
O CCUP A. 'ICY OF THE LEASED PRDOSES IN CONFOR...U.'ICE WITH THE REQtiiR.E.">IDITS OF APPUCABLE LAW. THIS 
lNDEMNIFICA TION A.'ID ASSUMPTION SHALL APPLY, BtJT IS NOT LIMITED TO, Ll.A.Bn.ITY FOR RESPONSE ACTIONS UNDERT ~ 
PURSUANT TO ~CLA O R ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL L'rOIEDI.ATEL Y GIVE TilE STATE OF 
TL'US AND niL OWNER OF 'Tln: son. WR.I1T.tN NOTIO: OF ANY BRL\CH OR SUSPECTED BREACH OF THIS P A!UGRAPH. UPON 
LEAR. 'liNG OF THE PR..E..SE'fCE O F ANY H.AZ..UU>OUS M.A. TERI.ALS, OR UPON RECEIVING A NOTIO: FROM A.'('{ GOYLR.~!.AL · 
A GL'ICY PERTAINING TO HAZ.ARDOt.'S MA TE.RLUS WHICH MAY AFFECT THE LEASED PRE:'rflSES. THE OBUGA TIONS OF LESS i.E 
HEREUNDER SHALL St.i"R VTVE THE E'Q>IlU TION OR E.ARLr£R TER'>CJNA TION, FOR ANY RL.ASON, OF THlS AGREE..~!. 

37. APPUCABLE LAW. "This IC3SC is issued lll!det the provisioru o(Tex:u N:uunl R.c.sourc.es Code 52.171 throup 52.190. commonly bo'-"!1 u the 
R.clinquishme;1t Ac:t, and other applic:lble st:Ulltc:s and ;amendments thereto, and if any provision in this lc.:ue does oot c:onforro to these s=tes, the starut~ will 
prevail over my nonconforming lc::ue provisioru. 

38. EXECUTION. T!Us oil and g:u lc::ue must be signed :md x.!c:owledged by the Les.se: before it is filed of rec:Jrd io the county ret:ord.s :md in the 
Gene!":ll L3Dd Offic.: of :he State ofT c::us.. Ooc:.: the filing require..,ents found in Pang:nph 3 9 of this lc::ue have beal sa.t:isfic:d, tlle clfcc:ive ~ of this lease sh<l.ll 
be the dar: found on Page I. · · 

39. LEASE F1.UNG. Purnlant to Cupter 9 of the Taa.s Business and Corrur.e.!·'C: Code, this lease must l:e Lid o f record in the offic: of the C.::unry 
Clerk in any county in whic!'l J..ll or :my ?azt of the le:ucd pr::mises is loatcd.. and c::tiiid copies ihereof must be filed in the Gcnc:oll Lind Oeic::. This lc~: is not 
effe~tive until J. c.e:tilicd copy of this lcl.Se (w!Uc!l is ma.Ce and c::1ified by the C.:luncy Clerk from his records) is filed in the Ge:1er:Jl Land Offic: in J.C:ord::nc: wit.'l 
Texas N:~runJ R.esoun:.::s Coc!e 52.183. AdditionJ..Ily, this lease shall not be binding u;xm :.he: St:Ut unless it rec:t::S the ac::ual :md true consic! ::-:~ tion p:lid or ;Jrcmisc:! 
for e..~e:ution of this lease. TI:e bonus due the Swc: and the pr...sc:iced filing fe: s.iall a.c::omp:llly s~:c.'l c::tified copy to the Gene:-J.l Llr.d Offic: . 

••• • • • • •• 
•••• • • • •• • 
• 
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* See Exhibi t "A" Att ed f o r Additi onal Prov isions 

TrrLE=----------~-r~~~-------------­
DATE:. __ /..=0---=·&:::.__-=Jo;._ _ _..:;......_ ___ 

STATE OF TEXAS 

BY:~~--~----~~~--~~-------­
Indiv iduJJll :md as :~gent for the Sl.:lt:: 

Windi Phillips 1~83 Trust Tax 
Dare=--------------------:----------:----

STATE OF TEXAS 

BY:~~--~----~-:-~---=-=~-------
du3H and as 3g:nt for the Sl.:lte ofT e.= Indivit!ually and a.s :~gent (or the Sut:: ofTaas 

·~Jj~~K Co-Trustee of the Windi Phillips 0~::_s_3_T_ru __ s_t ____________________ __ 
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STATE OF _____________________ _ 
(CORPoRATION ACKNOWLED<iMEN"r) 

C OUNTY OF ___________________ __ 

BEFORE ME. th~ undersigned authority, Oil this chy peno!Wiy appc::lTCd. ________________________ _ 

knovnt:., r.:~c;...., ~ li•c: penon whos.e aame is subsa-ibcd tD the (o~zoi.aa in.s:ttumCDt. as. __________ _ _ _________ ~f :-, 

.· 
-;---:-;------:---:-:---:--:--:-----:-:---:-----:----:---:--:-----:--::---:--:-:-:-....;&nd xblowledged to me that be acc .... t.ed the sam · ' 
forth~ purposes and co~ida-:ttlon tbarin a;:n:s.scd, in the c:3pa.city stated. md as th~ act zed ~ of .uid c:orpcr.Jtioa. . c 

Given under my hand and se::U of offic: this the. _____ day of ___________ _.· 19 __ • 

Nocuy Public in and for ___________ _ 

STATE OF _____________________ _ 
(CORPORA TIO~ A ClOlOWl.EDGMENI) 

COUNTY OF ______________ _ 

BEFORE ME. !he undcrsj z;n.ed 2-Uthority, Oil tbu day perso!Wiy appeared. _ _ _________________ _____ _ 

lalo wn to me to be !he pc::-soo whose ll.1lll'lC is suln cribcd to tb~ fon:i oiDg instnml.cot, u __________________ ___ .of 

-;:-:~-----:-:---:-:-:---:--:---::-----:-:---:-----:---:---:--:-----:-::---;--;--:-;--and acknowl~dged to m~ that h~ c::xct'.Jtcd t1:c .!31nc 
for the PlltilOSc:l and considcr.Won lhc:rcin c:xp=d. in the c:apaclty stu= d. and as th~ iiCt Jnd de::d of .uid corpor:Won. 

Given uocer my lund :md :;c::U ofoffi~ this the. ____ d:~y of _ _ _ _ _______ _. 19 ____ . 

Not:lrj P..1blie in :10d :Or __________ _ 

STATE OF TEXAS . ... ' 
co Mef.OF dOMCVk t 

•••• 
• .. • e cfore me.. the uodm ig,.1cd 3c t.':cri:y, on this d:~y pe..~ooally :!ppc=d Phili 0 J . Boschetti and John L . Marion I 

• Co Tm s tees of the Wj ndi Ph i 1 1 i os 1 983 Tmst , . 
lclo~ ~ ~~ to l::e t.'le persons whose: o~c::s arc: subsc..-ibc:d to t.'le fore;:o ing instrument. md ac;bow ledgcd to me ~ t.'lcy a ecuted the: same: fo r the PlltilOSCS and 
c ::m-"~C.~"" t.":~ :-cin a p=ed. •• 

• • • • A ive:t under my hand :llld se:U o f offi~ this th~ ~ ~ r.£L day of_.!:~~~:::.:..;~~:..:::;,.._ _ __ -:-----' 19 9 g . . ·~~~=:.::::::::::::::::::;---
• 

• •••••• • • 
• •••••• 

JUDITH REMINGTON 
Notary Public, State of Texas 

My Commission Expnes 3·1·99 

• • -r. 
STATE OF_--:-. ~...;.=~~~---,.---
C OUNTY OF _ _ L!.~....:..t..l. \_cllaAta~~:.::..::=~----

k.,own to me to be: th~ pc~ons whose namc::s ar: subscribed to the: forc~oing instrumc:tt, and acbowlcdgcd to me :hat they accut:d th~ s;un~ for the puryoscs and 
cons id~r:~t ion th~r: in cxp~s~i. 

Given under m y hand :10d s~al o f off)c:: this t.'tc. ___ {;=-_ ___ d;~y of 

4~ MO~HCA MARLOWE 
~~~f\ NOTARY PUBLIC 
! *.~JJI!l{/tj State of Texas 

''<.;~~~:/' Comm. Exp. 10-30-99 

Jr;lobtrc . IO___:__=._q g _ 
~7t7~ 
Not.:uy ?-.J;; Iic in md for _ ___.?;'-~-....!..::.. ___ -__ _ 

True and 6eFFBI3,J 
copy of 

Original filed in 
Reeves County 

Clerks Office 



.· 

"EXHIBIT A" 

Attached to and made a part of Oil and Gas Lease 
dated August 19, 1998 by and between Windi Phillips 1983 Trust, 

Philip J. Boschetti and John L. Marion, Co-Trustees, 
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 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 suiface. 

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

8. • Lessee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or 
• : : : i !Signs, free and clear of weeds and noxious vegetation and will ma,intain the same in a reasonable manner to prevent additional 

diffiage 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 
• • ... ~ tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, 

• L! ssee shall fill and level off all s lush pits and cellars and completely clean up the drill site of all rubbish thereon . 
• ... , .. 

1T>. L~ssee further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of 
such well; or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as 
nearly as reasonably possible to its former condition at the cost and expense of the Lessee, it being the intention of the parties 
hereto that the Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease. 

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

True and 6eFFest 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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Ill AN Ht:::>UUHt.;t:::>, L.I-'.J/ 

ACQUISITit3~~~~l~~IER OF THE GENERAL LAND OFFICE I 1/2/98 
PARAGON #299:Lease Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in full of I /2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 

• dated U8119/98 from the State of Texas by Agent 
Windi Phillips 1983 Trust, Philip J. Boschetti & John L. 
Marion, Trustees, Lessor, in favor of Clay Johnson, 
Lessee, covering The S/280 ac. of 
Section 30, Block 55, T-5, T&P Ry. Co. Survey, 
Reeves County, Texas. 

11U 

ACQUISITI~~If~~mR OF THE GENERAL LAND OFFICE I 1/2/98 

PARAGON #299:Lease Bonus 

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

• ...... 
• • • ...... 
• • • ...... ....... 
• • • •••••• • • 
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 
Windi Phillips 1983 Trust, Philip J. Boschetti & John L. 
Marion, Trustees. Lessor, in favor of Clay Johnson, 
Lessee, covering The S/280 ac. of 
Section 30. Block 55, T-5, T&P Ry. Co. Survey, 
Reeves County, Texas . 

/ 

99014064 

X 1.166.67 

002799 
1, 166.67 

1, 166.67 



Ill ~1'1 Mt:~UUMIJI::~, L.t'. ' 

ACQUISITI8~~~~~~~ER OF THE GENERAL LAND OFFICE 11/2/98 
PARAGON #299:Lease Bonus 

. . . 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 08119/98 from the State of Texas by Agent 
Julian Wade Meeker. Daniel Hill Meeker & Lawrence 
Hill Meeker, rrustees UWO J. R. Meeker for the 
lifetime bene lit of L.H. Meeker. Lessor. in favor of Clay 
Johnson, Lessee. covering the N/280 ac. of 
Section 30, Block 55, T-5, T&P Ry. Co. Survey, 
Reeves County, Texas. 

110 

ACQUISITI~~~~ER OF THE GENERAL LAND OFFICE 11/2/98 

PARAGON #299: Lease Bonus 

••• • • • ••• . . . 
•••• • • • ••••• • • • - . ·-· • • -·· • • • • •• •••••• • • 

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

Checking Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 08/ 19/98 from the State of Texas by Agent 
Julian Wade Meeker, Daniell till Meeker & Lawrence 
Hill Meeker, Trustees UWO J . R. Meeker for the 
lifetime benefi t of L.H. Meeker, Lessor. in favor of Clay 
Johnson, Lessee, covering the N/280 ac. of 
Section 30, Block 55, T-5, T&P Ry. Co. Survey, 
Reeves County. Texas. 

-;-;-.7-9 v 

99014079 

2,333.25 

002813 
2,333.25 

2.333.25 



Ill 1'\1'1 M t:;:>VUMv t:;:>, L . t"' . v 

J>.CQUISITI<c~~~~~~~IER OF TH E GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Paymem in full of 1/2 Lease Bonus Consideration due 
the Slate ofT..:xas fo r Oil & Gas Lease 
dated 08119/98 from the tate of Texas by Agent 
Meeker Investments, Inc .. by Robert W. Debolt, 
President, & J.J . Meeker, Ind iv idually, Lessor, in favor 
of Clay Johnson, Lessee, cover ing the N/280 ac. of 
Section 30, Block 55, T-5, T&P Ry. Co. Survey, 
Reeves County, Texas. 

11 /2/98 

ACQUISITI~~fSIS!W~JER OF T HE GEN ERAL LAN D OFFICE 11/2/98 

• •IVI.MGON #299:Lease Bonus 
••• 
•••• • • • •• • 
• ••• . . . ,.,, 

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

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

Checking Lease Bonus 

Payment in ful l o f 1/2 Lease Bonus Consideration due 
the tate ofTexas for Oil & Gas Lease 
dated 08/19/98 from the tate ofTexas by Agent 
Meeker Investments, Inc., by Robert W. Debolt . 
President, & J.J . Meeker. Indiv idually. Lessor. in favor 
o f Clay Johnson, Lessee. covering the N/280 ac. of 
Section 30. Block 55, T-5, T&P Ry. Co. urvey, 
Reeves County, Texas. 

)
1 

2,333.25 

002817 
2,333.25 

2 ,333.25 
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Texas General 
Land Office 

David Dewhurst 
Commissioner 

Stephen F. Austin Building 

1700 North 
Congress Avenue 

Austin, Texas 
78701 -1495 

512-463-5001 

August 18, 1999 

Attn: 1. Robert Ready 
Titan Resources, L.P. 
500 W. Texas, Suite 500 
Midland, Texas 79701 

Re: RELINQUISHMENT ACT LEASE No. M-100245 
Sec. 30, Blk. 55, T &P Ry. Co. Survey 
280.00 ac./233.33 net ac. 
Reeves County, Texas 

Dear Mr. Ready: 

The certified copy of the Relinquishment Act lease covering the above 
referenced tract has been approved and filed in our records under mineral file 
number M-1 00245. Please refer to this number in all future correspondence 
concerning the lease. 

Your remittance of$5,833. 17, 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. 

~:f(~~ 
DrewReid t 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

MS/DR 





Check # 101325 
Pro;Jerty Id I MMS Eft. Date Recording Information State County I Parish 

a IX299-389-272-003-00 0811911998 11109/98 BK 597 PG 60 ENTRY 003119 TEXAS Reeves 
M-100245 

Property Name I lessor 
State of Texas, acbng by and through its agent, Meeker Investments, Inc., by Robert w. Debolt, Pres1dent and J. J. Meeker, Ind1v1dually 

Property l egal Description 
The North 280 acres of Section 30, Block 55, Township 5, T&P Ry. Co. Survey 

I 

L-}{Q .(Q1 X 
Payee Name & Address SSNITax Id Number 

State of Texas, acting by and through the 
Commissioner of the General land Office Federal Tax Withheld 
1700 N. Congress Avenue 0.00 
Austin, IX 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 46.67 0.00 

•••• 
• •••• • 
I· ' · • 0.00 0.00 

• •••• 
• 

/'of • 0.00 0.00 
• •• 

I I 0.00 0.00 

••• nn Gi'777 • • • 
I I 0.00 0.00 

In~ctions to depository: you have been designated as depository for the above descnbed payment(s). Please credit the proceeds thereof to the parties 
named and 1n the amounts indicated. Should any difficulty anse, make the deposit 1n a speoal account, and contact us 1mmed1atei'N ~ 1 Q 13 2 5 



•••• • • •••• 
•••• • • •••• 

• 
• • • • • • •• • 

••• • • • •• • 



Check # 101321 
' Property Id I MMS Eff. Date Recording Information State County/Parish 

TX299-389-272-001-00 08/ 1911998 11109198 BK 596 PG 674 ENTRY 003079 TEXAS Reeves 
M-100245 

____J 

Property Name I Lessor 

State of Texas, acting by and through its agent, W1ndi Phillips 1983 Trust, Ph11ip J. Boschetb and John L. Marion, Co-Trustees 

Property Legal Description 

The North 280 acres of Section 30, Block 55, Township 5, T&P Ry. Co. Survey 

X a3-~Lt 
Payee Name & Address SSNI Tax I d Number 

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

Total Bank Charges 
0.00 

p~~~~ Period Payment Amount Bank Service Property Property 
Du~pjt!e (in months) Description Due Charges Sub-Type Sub-Id 

08/UJjlQOO 12 Delay Rental 23.34 0.00 

• 
•• • 
-I I .. 0.00 0.00 

i l 0.00 0.00 .. · . 
• •• 
I I 0.00 0.00 

n n C.1 /'()~ 
I I 0.00 0.00 " ...., ...., ..... U'-" 

Instructions to depository: you have been des1gnated as depositOry for the above descnbed payment(s). Please cred1t the proceeds thereof to the parties 
named and 1n the amounts indicated. Should any difficulty anse, make the depos1t in a spec1al account, and contact us 1mmed1ateiN ~ 1 Q 13 21 
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Check # 101323 
- Property Id I MMS Eff. Date Recording Information State County /Parish 

TX299-389-272-002-00 08/ 1911998 11109198 BK 596 PG 353 ENTRY 003044 TEXAS Reeves 
M~100245 

Property Name I Lessor 
State of Texas, acting by and through its agent, Julian Wade Meeker, Dan1el H1ll Meeker and Lawrence Hill Meeker, Trustees UWO J. R. Meeker for Lifetime 
Benefit of L. H. Meeker 

Property Legal Description 
The North 280 acres of Sect1on 30, Block 55, Township 5, T&P Ry. Co. Survey 

Payee Name & Address SSNITax Id Number 
State of Texas, actlng by and through the 

~ Co,nmissioner of the General Land Office Federal Tax Withheld 
1700 N. Congress Avenue 0.00 
Austin, TX 78701 li, \Q·\D 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 

-~~~12000 12 Delay Rental 46.67 0.00 · .... 
• •• • • 
•· I I 0.00 0.00 

•• • 
• • • •• 

I I 0.00 0.00 

• 
• 1•1. 0.00 0.00 ('I (I ...... .., ( ... ~ 
••• ....... ..... V - vUl_ 

I I 0.00 0.00 

Instructions to depository: you have been designated as depos1tory 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 1mmed1atel~ ~ 1 Q 13 2 3 



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