
# LeaseDate 
-----------

A Aug 19 1998 
B Aug 19 1998 
c Aug 19 1998 
D Aug 19 1998 
E Aug 19 1998 
G Aug 19 1998 

Rentals: 

Lease 
Admin: ........._,bt'--_ 

Miner a 
Maps: 

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

540.00 ACTIVE 
280.00 ACTIVE 
280.00 ACTIVE 
247.50 ACTIVE 
247.50 ACTIVE 
22.50 ACTIVE 

STATE LEASE MF100246 

CONTROL BASEFILE COUNTY 

07-106071 
07-106080 

128050 -
131189 -
11.-&0Sl 
17.E>osz, 

REEVES 
REEVES 

SURVEY PUBLIC SCHOOL LAND 
BLOCK 59 
TOWNSHIP 00 
SECTION/TRACT: 43 , 44 & 45 
PART 
ACRES 
DEPTH LIMITS 

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

1920 I /1~0· /lid· At.· 
NO 

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

/ 195 
/ 195 
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TEXAS GENERAL LAND OFFICE 

GARRY MAURO 
COMMISSIONER MEMORANDUM 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: Clay Johnson 

County: REEVES 

Section: 43 Block: 59 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3116 

Consideration 

Recommende~ 0 .Y .98 
Not Recommended: ----

Comments: 

Lease Form 

Recommended: f1td_ f h/r! 
• " I 

Not Recommended: ___ _ 

Comments: 

Spencer Reid, Senior Deputy 

Recommended: ~ 
Not Recommended: ----

Bonus/Acre 

Rental/ Acre 

Date: 

DATE: 09-Sep-98 

Base File#: 128050 

Abstract: 4005 

$50.00 

$1.00 

Garry Mauro, Commissioner 

Approved: ~ 
------

Not Approved: ___ _ 



.... 

RAL REVIW SIHT 

TM1188CtDI # 2794 L. Collier 

KPW Revocable Trust; MSW Revocable Trust, & MLH Rev 1.aaa Data: 8/19/98 II: 0 

Clay Johnson 

LEASE llSCRFnDN 

C.ty BaaaflaNa 
REEVES 128050 

REEVES-- 131189 

REEVES 

REEVES 

TIRMS IIFFfRED 

Prtna'y T orm: 

lllnls/ A~n: 

Rlllta/ Alft 

Roymty: 

COMPARISONS 

tlf # 

128051 

128052 

Is years 

$so.oo 1 

$1 .oo 1 

13/16 

247.5 

ITt Ia:. 1111* Twp llrVBY 
ALL 'rftJ Ac. 43 59 00 PUBLIC SCHOOL LAND 

ALL /t.~ k . 43 59 00 PUBLIC SCHOOL LAND 

ALL (,yo A-c.. 44 59 00 PUBLIC SCHOOL LAND 

ALL t-~o A c . 45 59 00 PUBLIC SCHOOL LAND 

" I 'I Ar> Are. · 
-1'1~ :;. soo 

1BIMI RECIMr.IJIID 

Pltmry T 11'111 Is years 

Blnii/Aa'a $50.00 

RIIJt&l Aa'8 $1 .00 

Raymty 13/16 

Data T 11'111 IIIIo/ Ac. RIIJt&l Ac. Raymty limn:& 

Abst# 
4005 

4204 

4006 

4007 

.----------. l-~ .__C _ __.l ._I __ __, .__I __ __.: L--1 _ __JI Last Lsasa 

.------. II I r-1 -------. I II.__======~ 

~~~~~~ ~~~~~~~~~~~~~ ~~=== =::::::11~~11~~ 1:====::::::: :==:::::::1 ~r-======~ 
J I II I I 

L__ __ __. ._ _______ _, ~....__ =_ =_ =_ -.:._ -:::.__,1 .__I _ __.11::===:::::::1 ._I __ __. .__ _ __,I =~~~~~= 

Cllmlllts: ~s acres 1 ,920. First & second year rental $1 .00, third & fourth year rental $16.67. 

Wednesday, September 09, 1998 
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G::z:r:l! Lnd Omce 
ReliDqoiJbmot Act Lu.Jc F orm 
Revised, September 1997 

' 

(Give Pc::mmcnt A ddress) 

1. GRANTING CUUSE. For :md in c:on.sidu.l1ioo of the amouots st:11.ed below 31ld o f the c:oven:l1lts :md ~ts to be paid, k..";lt and pc:-fcrmcd by 
L=see under this lease, the S ULe of T = acing by and through the owner of the soil. bcreby v.zas. l= acd lets 1mt0 L=ssee. fot the sole a.nd only p~ of 
prospecting and drilling fe r and producing o il and g:u. laying pipe lines.. building bilks, .su:rill& oil md builcf111g power s tUicns., telephone liDe.s and othc struUUr-...3 

tbc;"tOD, to produce, save. uJcc C';II'C of. tre.:11 and tr.lnSpOrt said produc:ts of the IC3Se. the foUowing laods siOJated in Reeves Councy, SUI= 
ofTc::us, to-wit: 

Block 59, Public School Land Survey 

S e ction 43 : 
S e ction 44: 
S e ction 45: 

All 
All 
Al.l 

c:onta.inin.6g _ ___::l~, ..:9:....:2=-:0;___ a.ac:s, mer: or less. The bonu:s consider.Uion paid for this I= is as follows: 

'lhi.rtEal 'lh:l.Ean:1 Five H..n:lrErl arrl 1\b 11 
Tothe Suu cfT~:: __ ~~~;!~~~~~~~~~~~~~~~v~~~:::::::::::::::::::::::::::::::::_ __ 

Dell:= (S·--~:::::..r.===-------~ ••• . . 
••• 
•••• • • • •• • 

To the o~aofthe scii:Thirteen Thousand Fiv e Hundred and No /1 00 ---- - -- - -----
Doll~ (S 13 I 500 o 00 ) 

• T out bo.nus con.siCe::-a.Uoo: Twen ty-seven Thous and and No / 100----- - - - -----------
••• • • • •••• 

Doii:JTS (S 27 , 000 . 00 ) 

~~~~nus considera.tioo paid repr=ts a bonus o f, __ ..::.F~1=-· ;;f...;.t"'y~:?ar:n::.d.::.......:N..:..o~/-::l=-0.:....:0:.--_-_-_-_-""1"""-"A-r;-:-----_-_-_-_-_-_-_-_-_-_-_-_-__ 
• • Dollars (S 50 • 0 0 ) per a.=, oo 54 0 net aces. 
• 

•2. TE~'A. Subject :o t!le other provisions in this l c:J.S~. thu le;ue sh:J.ll be for :1 :.c:= of Five ( 5) y e ars from this d.u.: 
(h: Z::in. ;Jid "pri.'TiarJ tc.'TTl") and a.s loo g thcre:uie~ 3S oil and g;u, or either o f them, il proc!uccd i.Ol paying quantitic::s !'rom said land. 
As used iJt thi.s 16 .se:the term ' producui in payin~ quantitic::s ' means tlut t.'le rec.:ipts from the sale or othc:" :wthoriz.:d a:rnmercial use of t.'>e subsunc.:(s) covc::~J 
a~:U ~~of poc~et opcntion:ll cxpe:u.::s fer the six months last p:LSt. 

3 Delay Rentals If oil or gJ.S m paying quanuucs ts not being produced from the premises on the first annt' ers:lt) dJte of thts Le3Sc: and there are L'lc:n no dnlllng 
operations bcmg conducted on the premtses. then thts le3Se shalltammate unless. on or belore such anmversary date. Lessee shall pay, ~': dtre:tl~ to the O\\nC~ of th' soil 
and a like amount paid or tendered to the COM:'v!ISSIONER OF THE GE~ER..U. LA~D OFFICE OF THE STATE OF TEXAS. AT AL'STr.-1, TEXAS. a dela~ rentll tn 

the amount specified in the following schedule multiplied by the number of acres then covered by this le3Se. whtch pa~ ment. when timdy mac!.:. shlll conunue thts leJ.Sc lor 
a penod of one ( I) addttional year In like manner and upon pa~ment of the :1mounts set out in the folio\\ tog schedule. this le;ue ma' be funher conttnue tor successt'e one-
year periods during the primary tem1 of thts le3Sc pro' ided that pa~ ment is mJde on or before the anni,·ersary date · 

An!lt' ers~r' Date D.:! a' Rental per .:)ere 
Ftrst S I 00 
Second S I 00 
Thtrd S 16 67 
Founh S 16 67 

True and eorreet 
copy of 

Original filed in 
Reeves County 

Clerks Office 



. 4. PRODUCTION ROYAL TIES. Upon production of oil and/or g3S.. Lessee agn:.cs to pay or =e :o be paid one-half (112) of the royalty 
prov1ded for in this lease to the Commissioner of the General LJ.nd Office of the State o fTexas, 3!Au.stin, Tcx:u, 31ld oce-b:J..If(l/2) of such royalty to the own C 
the soil: er 0 

(A) 04L Royalty payable on oil, whic.'l is defined as including all hydrocJibcns produced in a liquid for.n at the mouth of the well and also as 3ll 
condens:uc, distill:u:, 31ld ot.'ler liquid hydrocarbons re-..overed from oil or gas run through a SCjlan.tcr or other equipme:lt, as hereinaftu providc.d, shall be 

3/ 1 6 pan of the gros.s produc-.i on or the marlc.et value tbc:reot; at :he option of the owner of the soil or the Commissioner of the 
General Ltnd Office, sec.'! v:llue to be determined by I) the hlgbcst posted price, plus premium, if aoy, offen:d or paid for oil, condensate, distillate, or other liquid 
hy~ns, respectively, of 3 like~ and grrlity in the g::ner.tl az= where produc:d and whc:-:1 run, or 2) the highest r=rlc-~ price thereof offered or J)3id in th 
ge:1eral area where produc:d 31ld when run, or J) the gros.s proc:ecds of the sale the::-eo (, whic!iever is the gre:ucr. Lessee ;a.gr= th:u before any g:u produced :Tom ethc 
leo.sed premises is sold, used or proc:essc:i in a plan!, it will be run free of cost to the royalty owners through 3ll ade'tua.t.c oil aod gas separatOr of convention;U type, 
other equipment at least as effic!ent, so t1l3t all liquid hydroc:u'bons rec:ove~h: from the gas by such m~ will be ~vered. The requirement that such zas be CU:' 
through a separ.u.or or other equipment rrury be waived in writing by the royalty owoe~ upoa sue!! tams a11d comfitions as they prcse:ibe.. 

(B) NON PROCESSED GAS. Royalty on any gas (including ll:l.red gas), whlc:b is defined as :Ill bydroc:ubons a.nc gaseous substance..s cot defined 
:u oil in subp3r'J.gt:lph (A) above, produc:d from any ·.vc:ll on said land (c:::t~ as provided herein with respect tops proccssc:d in a pl31lt f~ the octractioo of 
gJ.SOline, liquid bydroG;lrbcns or other produc~) shall be 3 / 16 part o ftl:e ~s.s production or the m:ulcet value: th=C. at the option of the: 
owner of the soil or the CAmmis.sioner of the G=cnl Land Of1c.:, suc!J value to be based on the hi&hcst marl::c:t price paid or offered for g:u o( ccmpanble qll:l.lity ill 
the grncr:JJ area where produ~d :1.11d when run, or tJu: gros.s price paid or offered to the produc.:r, whic:hevc:r is the gre;u.:r, provided th.it the =imwn p=.z:n: base 
in me:uuring the gas under this lease shall oot u any time: cxce:d 14.65 poundl per~= inc.'! ~lute, and the st::J.Odani b= t.cmpc:r:1Zllr: shall be sixty (60) 
degrec3 FW.:nheil, ecm:.etioo to be made for pressur: ~.-,rdlng ~ Boyle's uw. and for specific: gr.:rvi.ty aceording to tests made by the B:llan~ ~ethod or by the 
most approved method of testing be:.ng ~d by !be industry at the time: oft.csting. . 

(C) PROCESSED GAS. Royalty on any g:u proeGs.sed in :1 gn.sol:nc: plant or ot.'lc:- plant for the recovery o f gasoline or other liquid hydroCJibons 
shall be 3 / 16 p:llt of the: ~sicue g:u and U:e liquid hyc!rt:C:l!'Jons c:xtr.~c-...:d or :be: rn.Wcet v:l.lue thereof, at the option of the: 
owner of the soil or the: Com.~ioner of the Gene::-:1.1 Land Office.. All royaltiC3 due: hc::-ein shall be based on one hunC.-ed ;>e:c--nt (1 00~'.) of the: tot:il pla:u 
prcduction o f n:siduc gas aaribut:!.blc: to g.as produ~d frcm this le:uc:, :ind on fifty pcrc...~t (50%), 0t that percent ac:c;uing to Les.see., -~hichevc:r is the gre:u.c:, of the 
touJ platlt production o f liquid hyd.roc:lrbon.s ;J.tt:ibuuble to L'le ps produc.:d !':'o m this lease; provided that if liquid hydn:c:lr!:>on.s arc r::covc-ed from ps ~ro=d 
in J pllllt in which L.:sse: (or its pa.-ent., subsidiill)' or al::Ji:u.e) o wns lll interest, then the: perc:nug: lppliQble to liquid hydrcc=bon.s shall ~ fifty pe=::t (500/o) c r 
the highest ;erc=nt ac~:-uing to a U..ird party processing g:u t.'uoug.'l such pittt unde: a proc:ssing agree:nent oegotia:.:d :u ='s Jengt_'l (or if t."te:e is no st:cl thin! 
pany, the: hiV,est pe:c:~t then being specll:ed in pro=sing ~=ents or contrw.~ in the industry), whic!lever is :he greater. The rcspe~ve royalties on residue gas 
31ld on liquid hydrc .::l:-~..,n.s sh:lll be de:...'"l"r.Gld by I) t.':e ~1ighest marlce: pric: paid or ue-en:d for any gas (or liquid hyc!rcc:.1Ji:on.s) of comparable: qu.:lli'_Y in;th_e 
general are:~.. or 2) the ;; c::.~ pric.: paid or cffe:ed fo r such residue: g:J.S (or t!le we:ghted JVer.lge gross ~lling pric: for the: :-::::pedve g;Ues of liquid h)'<1r0<:3rtXln.s). 
whichever is the: gn::ucr. In no evc."lt., however, shall the roy:l.lties payable Ullder this paragraph be less than t.'le royaltiC3 'Nhich would ~e b=n due had the g:u not 
been pro=ed. 

••• 
• • • •• • (D) OTH:ER PRODUCTS. R.oyaJ:-.• .:- :-~ c:llbon black, sulphur or ::ny othe: proct:c:-..s produc:d or manufJc::ur:d !':e m g:u (exc:ptng liquid hydrodrtons) 

wh~c;; ~aid gas 'Jc: •casinghead, • •ciry, • or ~'1 o ther g:u, by fr:lc':lon~t.:ng. burning 'Jr any other ;m:cess:ng shall be . 3/16 p'an oi :he: 
~~.!1to¢ucti'Jn of such produc::s, or the market value thereof, u the option o f the: owner o f the soil c r the C.)r.unissione: of the C-c:nenl Wild Office, sue~ mJilc:t f. • 
v:Uu~to be de:e:;nined :u follows: I) on the basis oithe hig,'lest m:1rlcct pr.c: of eac~ product for L'le same month in whic~ such produ~ is procuc: d, or 2) on t.'lc 
bas~ of the aver:~.ge gross s:U c pric: of e='l produc: for the same: mont.'! in which such produc:s arc produc:d; whic.'lever is the gr=r. ! 

• • • • • ~ t 

•• • • S. MINIMUM ROYALTY. Duri:lg lllY ye3t after th~. c;=!=Ptp~on oithe primary t.er:n of :his Je:ue, if this lease: is :naint:line:i !>y production, the royalties 
p.W• "~this lc::ue in no evc:::t sh:JJI be Jcs.s thlll an JinOunt equal to the tot:ll annu:ll delay re:1r..al hc::-ein provided; othe:-.vise, there sh::il be due and payable: on or 
be~re th!Jast day o f the month -uc~eding the =ivers31J d3!: of this Jc:ue 1 sum equal to the: total :mnual rent:ll lcs.s the an::OWlt of ;o:;,:Utc:s paid during the 
pre~"'ding ye3t. IJP•et;~11pk 3 of !:Isis lc:oc docs not spcea; allehs) r•nWII -&WAio 1A1A for the pu:·Jlcscs o f this p:~r.~.gr.~ph. the delay r::nt.ll :u:noun.t shOl.ll be one 
d~W iitOO) ;:er acre. 

• • 
• • • • : 6. ROYALTY lN !<IND. Notwith.st:lllding lll)' ot.'le: provision in this IC:l.Se, at any ti:ne or from time: to time:, the: owner of the: soil or the Commissioner 

of ltle G'.,c:ral Land Office may, at :he: option of eit.'lcr, upo n not Jess th:111 sixt-t (60) days no tic: to lhe holder of t!le lease, require th:U the paymc;U of any royalties 
acc:uing to sue~ royalty owner Ullder this Je :l.Se be ma.Ce in lc.ind. The owner o f the soil's or the Commissioner of the Ge:~eral L=d Office's right to ulc: its royalty in 
kind sh:JJJ not diminish or negate the owner of the: soil's o r the Commissioner o f the Genc:nl L31ld Gffic:'s rights or ~e:'s obligations., whether u p ress or implied. 
Ullder this lease. 

7. NO DEDUCTIONS. Lcs.se.: ag:-c:s that all roy:l.ltic.s 01(::.-uing UIICe: this lease (inc!uding those paid in lclnd) shall be without deduction fo r the cost o f 
prod'Jcing, g:uhe:ing, storing, separating, trt:3!ing, dc.!-Jydra.ting, compressing, proce.s.sing, tr..ru;x:rting, and oth~Nisc: making the: oil, gas and other produc:s · 
her::.mder re:!Cy for s:lle or use. U:s.see ag:e-..s to comput.c llld pay royalties on the gros.s value rec.:ived, including lll)' re:mounements for sevennc: t:IX.:S and 
production related costs . 

8. PLANT FUEL AND RECYCLED GAS. No royclt"f sh:l.ll be papbk on any g:u as may represent this Je:ue' s proportion:u.c sh:m: of ll1)' :U:l used to . 
proc~s g:u ;:reduced hc:~unce: in ail)' prtX::.ssing pi:111L Nocwith.st:111d ing a:1y o t.'le: provision o f t.'lis le:ue, and subject to the written ccnscnt o~ :he ownc: of tr.~ so•l 
and :he Comm issioner o f the Gene::-:1.1 Land Offic:, L::.sse: ::JJY r:cyc!e g:u for gas li ft pu17oscs e n ~ie le:ued premises or ~or inje::.ion into :my oil or g:u ?rodt:c lng 
forTn:Uicn unc c::Jying the leased premises a.~cr the liquid hydrCQ!!>on.s cont::.:Oed in the g:u have '::e:n re:noved: r.o roy:l.lt.:es shall 0c ; ay:lble on L~c r::yckd g:u 
Ulltil it is produc:d and sold o r used by ~sse: in 3 m31111er whic!l e:Hit.lcl the royal ty O'N!lc:-s i.O a rc~:l.lty Ullde: this J: :ue. 

9 . ROYALTY PA ~S A."'ID RE?ORTS. All :oy;!.)t:cs not l.lk:n in k ind shJ.! I l:e plid to the c_,rr.:ni!sicr.e: of tl:e Ge;:e::ll L.md Of.ic: ll Aus;in, 
Tex:u, in the fcl lowing manner: 

P~:~:-n~ :l t o f : oy·J ty on produc:ion o f o il and gas sh:lll be :u provided i:- :he rules se: for-'1 in t."e Texas Rcgiste:. Rules C:l."'T'C:Jt.ly provide :hJl roy:1lty on oil is c!uc: 
and r:.ust be r: c:ived in the Gent raJ ~d OF.ic.: on or before :he 5th c!:~:• .,i L'le se~nd ::'lCnL'l s.:c:..--:ding t.'l: month of produc:ion. and roy:l.lry on g:-.s is due. a::d tr. 
must be received in the C-c:ne::-:1.1 Lllld Offic..: e n o r be for:: the I~ th day of t.'le se conc! mon:.'l :;ucc.-::ding the monL'l o f prcdueuon. ac::>mpa..,icd by t.'le ll1i~JVIt ~: .e f 
ownc:. m:lllag:r o r othe: :~uthorild :~.gent. comolc:ed in the form :llld m311ner presc:ibed by :he Gc :Jcnl Llnd om~ Ollld showing the g;oss amount and d1sp~sll.~n. 0 

all oil and g:u p roduced and the m.ltket v:llue of the oi l 31ld g:u. togethe r with J copy o f :l.ll docu::-:e~ts. rc ~rds or rc ~orts ~ntir.ning the gross produc:ion. d•spcs:t:on 



rrue aAd 6erFeet 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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0.-

and market value !ncluding g;u meta readings. pipeline receipts, ps line recdpts :llld other ~Ja or memoraod:l of amount produced and put into pipelines, tan1c.t 
or pools and gas lanes or gas swraee. and any other reports or records which the General Land Office may require to verify the gross production, dilposition and ' 

' marlcet value. In all cases the authority of a m.anageT oc qcnt to aoct for the Lessee herein must be filed in the General Land Office.. Each royalty payment shall be 
accompanied by a check stub, schedule, summary oc odler remittance advice showing by the assigned General Land Office lease number the amount of royalty be' 
paid on each lease.. lfl.es.see pays his royalty oo or before thirty (30) days aftc:r the royalty paymcnl Wll3 due, the(. Lc.s5cc t.'~'CJ :; pco;altj· >lf .i~:. ot, tiM; royalty orang 
S2S.OO, whic:M:v(f is greateT. A royalty psymCDt which is over thiny (30) cays late shall accrue: a penalty of Joe~ of the royalty due or SlS.OO whicbevcr is &rcata' 
In addition to a penalty, royalties shall aecrue Interest at a ra1e of 12% per year. such interest will begin ac:auing when the royalty is sixty (60) days overdue. • 
Affidavits and supporting4ocumcnts which arc not filed whCD due shall incur a penalty in m amollllt set by the General Land Office administrative: rule wbicb is 
effective: on the: date: when the affidavits or supporting doaunents were due. The: Lessee shall bear allfC$J)Onsibility for paying or causing royalties to be paid as 
pC'C$Crlbc:d by the due date provided herein. Paymem of the delinquency penalty shall in DO way operate w prohibit the: Stal.C's right of forfeitllrc: as provided by Law 
nor act to postpone: the: d.uc: on which royalties were originally due. Tbe above: penalty provisions shall aot apply in c:a.ses of title dispute: as to the: SWc's poctjon of 
the royalty or to that portion of the royalty in dispute as to fair marU! value. 

1 0. 
0 

(A) RESERVES, CONIM.CTS AND O'rHE:R RECORDS. Lessee shall annually furnish the: Commissionc:r of the Genctal Land Office 1¥ith 
its best possible c:stimatc of oil and gas rcscrvc.s underlying this lease oc allOQble to tbls lease 111d ~ !Woi.sh $aid Commissioner with a~ pies of all a~nlnQ:s undc:r 
which gas is sold or process.c:d and all subsequent agreements and amendments w such cootr.ld:S within thirty (30) days after entering in.to or making such contracts, 
qrcc:ments or amendments.. Such contnct.s and agrec:mcnts when received by the General Land Office shall be bcld in confldellce by the Gc:nc:aJ Unci Office unless 
otherwise authorized by Lessee.. All other c:ontrac:ts and ~rds pc:Wning to the production, tr'aluporwion, sale and marketing of the oU and gas produc.td 00 said 
pn::mises, including the boola and a.cwunr:s, receipts and discharges of all wc:lls, tanks, pools, metm. md pi pel ina shall u all tima be: subject w inspection and 
ex:wlnation by the Commissioner of the Gcnc:tall.and Office, the Attorney Genc:al, the Govc:mor, or the: rcprcset~wivc: of any of them. • 

(B) PERMITS, DRILLING RECORDS. Written notice of all ope:atioa.s oa this lease shall be submiUI:d to the: Commissioner of the General 
Land Office by Us$ee or oper310t five: (~) d:tys bc:fon: spud dalA:, worlcover, re-entry, temporary abmdonmcnt or plug and abandonment of any well or wells. Such 
written notice: to the General Land Office shall include: a~pics ofR.1ilroa.d Commission forms for i1pplication to drill Copies of well tests, completion reports oand 
plugging reports shall be: supplied to the: Genc:al Lind Office at the time they arc filed with the Texas Railroad Commission. All applications, permits, rc:pon:s or 
other filings that reference this lease or any specific well on the leased premises and that arc submitted to the: Tc:xas Railroad Ccmmission or any other govc:mmcntal 
agency .shall include: the word "SWe" in the: title. Additionally, in accor-dance with Railroad Commission rules, any signagc: on the: lc:asc:d prcm~ for the purpose of 
identifying wells, taalc ban.eria or other associated improvements to the: land must also include the word "State. • Lc:ssc:c: shall supply the General Land <;Jffice with 
any records. memoranda, accounts, reports, c::uttings and cores, or other information relative: to the opct:Uion of the: above-described premises, which may be 
requested by the Gc:nc:raJ Land Office, in addition to those herein expressly provided for. Lessee shall have: an c:lectrical :mdlor ra.dioactivily survey made on !he: 
bore-hole section, from the base of the: surl'a.ce casing w !he total depth of well, of all wells drilled on the above: described pn:mi.sel and shall transmit a true copy of 
the log of each SW'Vcy on each well to the: Genenl Land Office within fi.ft.een (1S) days after the: making of said survey. 

(q PENAL TIES. Lessee: shall incur a penalty whenever reports, documents or other materials arc not filed in the General Land Office V<h..cn 
due. The penalty for late filing shall be set by !he General Land Office administTa.tivc: rule which il effective on the date when the materials were due in the: Gendral 
Land Office. ' 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. U: during the primary term hm:of and prior to discov~ and production 
of ot~•or g\s. on said land. ~see should drill a dry hole or holes ther=n. or if during the primary term hereof and aftu the discovery and actual production of oil :Or 
g;u frtmfl!te leased premises such production thereof should ce3Se from :my c:ause, this lease: shall not laminate: if on or befon: the expiration of sixty (60) days 5'om 
dat~:ol!,.~frwlletion of said dry hole or c:essation of production Lc:s.see commences additional drilling or reworking oper.uions thereon,. or pays or tenders the next 
annu!l~el~ rental in the same manner as provided in this lease. U: during the last year of the primary tcnn or within sixty (60) days prior thereto, a dry hole be 
completed and abandoned. or the production of oil o r gas should cease for any cause, Lcssu's rights shall remain in full force and effect without fu.rtbc:r operatioj 
untU ~'*pira.tion of the: primary term; and if Lessee has not resumed production in paying quantities at the expir.Won of the primary term, Lc:s.sec: may maintain this 
le~ndueting additional drilling or reworlcing operations pursuant to Paragraph 13, using the: expiration of the primouy tcnn as the: date of cessation of 
produc:tion.undc:r Paragnph 13. Should the: first well or any subsequent well drilled on the above described land be complc:t.c:d as a shut-in oil or gas we: II within the 
pri~:.).•t1:0 hereof: Lessee may resume payment of the annual n:ntal in the same m:~naer as provided herein on or before the rcnul paying date following the: 
expir:J4ion of sbtty (60) days from the da.t.c: of completion of such shut-in oil or gas we: II and upon tb.c failure: to nuke: such payment, this lease shall ipso facto 
terminate. Jfat the: expiration of the primary tenn or any time: thcrc:after a shut-in oil or gas well is located on the: leased pn:mises, payments may be made: in 
acc:!lfd'41e¢ with the shut-in provisions hereof: 

• 0 

•: ••• !12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. u: ar the expiration of the primary term. neither oil nor gas is being 
produced on said land. but Lessee: is then engaged in drilling or rcwooong oper.uions thc:rcon. this lease shall remain in force so long as operations on said well or for 
drilling or reworking of any additional well arc prosecuted in good faith :md in-worlananlike manner without intc:rTUptions tot.;]Jing more: than sixty (60) days during 
any one such operation, and ifthc:y result in the production of oil and/or gas, so long thereafter as oil and/or g;u is produced in paying quantities from said land. or 
payment of shut-in oil or g;u well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION. DRILLING, AND REWORKING. 11: after the expiration of the: primary tc:rm, production of oil or gas from the leased premises, after 
once obuined, should cease from any cause. this lease: shall not tc:rminatc: if Lessee a~mmcncc:s additional drilling or n:worltitlg operations within sixty (60) days 
after such cessation, and this lease shall remain in full force and effect for so long as such operations a~ntinue in good faith and in worlcmanlike manner without 
interruptions totaling more than sixty (60) days. IC sue. "a drilling or n:worlcing operations result in the production of oil o r g;u, the lease sh311 remain in full force and 
effect for so long as oil or gas is produced from the: leased premisc.s in paying quantities or payment of 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 reworlcing operations result in the completion of a well as a dry hole, the lease will not 
tenninate if the Lessee: commences additional drilling or reworking operations within sixty (60) days after the completion of the: well as a dry hole, and this le:lSe 
shall remain in effect so long as Lessee: continues drilling or reworking operations in good faith and in a worlcmanlikc: manner without interruptions totaling more 
than sixty (60) days. Lessee shall give wriaen notice to the: General Land Office within thirty (30) days of any c:ssation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this pangraph, "well" means any well that has been assigned a we ll numb<r by the state agency having 
jurisdiction over the production of oil and gas. If. at any time after the ex;> irati on of the prim31)' term of a lease that, until being shut in, was being mainuincd in 
fo rce and effect, a well capable: of producing oil o r gas in paying quantities is located on the leased premises, but oil or gas is not being produced fo r lack of suitable 
production facilities or lack o f a suitable market. the n Lessee may pay as a shut-in oi l or gas royalty an llllount eqiJ.1.! to double the annual rcnu.l provided in the 
lease , but not less than S 1,200 a year for each well capable of producing oil or gas in paying quantities. If Pa: 4 aph 3 of' dils lease <lt<i not specify a del a] •cu!:!ll 
-~~ JAioo •hall for the purposes of this parngr.~ph . the delay rental amount shal l be: one doll ar (SI.OO) pe r acre. To be: effective, each initial shut·in oil or gas royalty 
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must be paid on or before: (1) the cxpintioo of the primary term, (2) 60 days alter the Lessee c:ea.ses to produce oil or gas from the I cased Prcmlses. or (3) 60 days 
after Lessee completes a drilling or rcworlcing opcntion in accordance with the lease provisiocs; whichever date is latest. Such payment shall be made one-half(1/2) ··1 

to the Commissioner of the General Land Office and onc·half(l/2) to the owner cf th~ S!l:l. !f ~':e :..':u~-i= ;;;! o~ ~z.; :O}-..Ity is paid;-the lease shall be considered to be 
a producing lease and the payment shal.l c:xttnd the tcnn of the lease for a period of one year from the end of the primary tctm. or from the fim day of the month 
following the month in which production ceased, and, after that, if no suitable production fKilities or suitable market for the oil or gas exists, Lessee may CX'Iend the ' 
lease for four more successive periods of one (I} year by paying the same amount ca.c:h year on or before the cxpin.tion of each shut-in year. 

' . 15. COMPENSATORY ROYALTIES. u; during the period the lease is kept in effect by JnYIDCtlt of the shut-in oil or gas royalty, oil or gas ts sold and · 
delivered in paying quantities from a weD located within ooc thousand (1,000) feet of the IC&S"Cd premises and c:ocnpleted in the same producing re.sc:rvolr, or in any . .. 
case in which drainage is OCGurring. tbe right to continue to maintain the lease by paying the shut-in oil or gas royalty shall ~ but the lease shall remain efrcc:tive. · . .. 
for the remainder of the year for which the royalty has been paid. The W5ee may maintain the lease for four more successive yean by Le.ssce paying co~ry · 
royalty at the royalty rate provided .in the lease of the market value of production from the we~ causing the dnln.age or which is completl:d in the same producing 
reservoir and within one thousand ( 1,000) fm of the leased pmniscs. The compensatory roplty 1.$ to be paid monthly, onc-half(l/2) tD the Commissioner of the 
General Land Office and one-half(l/2) to !he owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is 
produced from the well causing the dra.inage or that 1.$ completed in the same producing reservoir and located within one thousand (1 ,000) feet of the leased premises. 
Jf the compensatory royalty paid in arry 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the . 
difference within tfWty (30) days from the end of the 12-month period. Compensatory royalty payments which an: not timely paid will a.cauc penalty and interest in 
accordance with Paragraph 9 of this lease. Nooc of these provisions will relieve Lessee of the obliptioo of reasonable development nor the obligation to drill offset 
wells as provided in Texas NaruraJ Resources Code 52.173; however, at the detamina.t.ion of the Commissioner, and with the Commissioners written approval, the 
payment of compensatory royalties can satisfy the obliption to drill offset wells.. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the cootr.uy, after a well producing or capable of producing oil or gas has 
been completed on the leased premises, Lessee shall exercise the diligence of a =nably prudent opcr.stOr in drilling such additional well or wells as may be 
re:tsonably necessary for the proper development of the leased prnniscs and in marlceting the production thereon. 

(A) VERTICAL In the event this lease is in force and effect two (2) years :after the cxriration date of the primary or extended t1:rm it shall ~en terminate 
as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well e3pable of producing in pi!}'ing quantities and 320 = SUlTOunding e.3Ch ps well 
e3pable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 bc:reot), or a well upon which Lessee is then engaged in 
continuous drilling or reworking opcn.tions, or (2) the number of acres included in a producing pooled unit pursuant to Texas Narural Resources Code 52.15 I· 
52.153, or (3) such g:re:ucr or lesser number of a.cn:s as may then be aiiOC:lted for production purposes to a proration unit for c::u:h such producing weU under the rules 
an.d regulations of the Railroad Commission of Texas, or any successor agency, or other govcmmenul authority having jurisdiction. If at any time after the effective 
d:!tc of the panial termination provisions hereof; the applicable field rules are changed or the :well or wells located thereon arc reclassified so that less acrcage is 
thereafter allocated to said well or wells for production pUipOSCS. this lc:3Se shall thereupon terrn.in= as to all acreage not thereafter allocated to said well or wells for 
production purposcs, Notwithstanding the termination of this IC3Se as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of 
ingress to and egress from the lands still subject to this le3Se for all purposes described in Paragraph 1 hereof, together wi th casements and rights-of-way for existing • • 
roads. existing pipelines and o ther existing facilities on. over and across all the lands described in Par.J.gr.Jph I hereofrthe ret:J.ined lands"), for access to and from the ·' 
retai'!ed.l!"ds and for the gathering or transporution of o il, gas and other minerals produu d from the retained lands. ~~, 

• • • • • ) •I 

• • • (B) HORIZONTAL In the event this lease is in force and effect two (2) years after the cxpintion date o f the primary or extended ·term it 3hall further : ' 
tenvlhTIQ:-.,. to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths"} in each welll~d on acreage retained in Paragraph 16 (A) \• 
above,• un~ on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half(l/2) of the be nus originally paid as l"l 

considtration for this le3Se (as specified on page I hereof). If such amount is paid, this IC3Se shall be in force and effect as to such deeper depths, and said 
te~itlttf~ shall be delayed for an additional period of rwo (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper dcpths 
cove~ this lease . 

• ..... , ' 
• ~C) IDENTIFICATION AND FILING. The surfac;c acreage retained hereunder as to each well shall, as ne:u-ly as practical, be in the form of a square with 

the wall located in the center thereof: or such other shape as mi!}' be approved by the Commissioner of the General Land Office. Within thirty (30) days a&r partial 
terminatio~ofthis lease as provided herein, Lessee shall execute and record a relc:ase or releases containing a satisfactory legal description of the acrc3ge and/or 
depWrM%-ctained hereunder. The recorded rele3Se., or a certified copy of same, shall be fi led in the General Land Office, a.cGOmpan.ied by the filing fee prescribed 
by the Gen&ral Lalid Office rules in effect on the c!.atc the rele3Se is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90) 
da~)Mf~cing requested to do so by the General Land Office, then the Commissioner at his sole disCl"ttion may designate by wriatn instrument the acreage and/or 
depths to be released hereunder and record such instrument at Lessee's expense in the counry or counties where the lease is loC:lted and in the official records of the 
General Land Office an.d 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 relie ve Lessee of his obligation to protect 
the oil and gas under the above~escribed land from being drained. Lessee, sublcs.sce. receiver or other agent in control of the leased premises shall drill as many 
wells as the facts may j ustify and shall ~ 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 ga5 should be produced in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being 
drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the le3Sed premises shall in good faith begin the drilling of a well or 
wei Is upon the leased premises w ithin I 00 days after the draining well or wells or the well or wells completed within I ,000 feet of the leased premises stan producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to s:uisfy the surutory offset obligation may subje ct this lease and the owner of the 
soil's agency rights to fo rfeiture. Only upon the determination o f the Commissioner o f the General Lmd Offiu and with his written approval may the payment of 
com pensatory royalty under applicable staOJtory parametcl> satisfy the obligation to drill an offset well or wells required under this paragraph. 

' 
18. FO RCE 1\-WEURE. If, after a good faith effort. Lessec is prevented from complying with any express or implie d covenant o f this lease, from 

conducting drill ing oper.uions on the le3Sed premises, o r from producing oil or gas from the le:ued premises by re3Son ofw:u-, rebellion, rio ts, strikes, acts of God. or 
any val id order, ru le or reglJIJ.tion of government authoriry, then while so pr::vented, Lessee's obligation to comply with such covenant shall be suspended and Lesse: 
shal l not be liable fo r damages fo r failure to comply with such covenanlS; add itionally, this lease shall be extended while Lessee is preve nted., by any such c:~use , 
from conducting drilling and reworking operations or from producing oil or gas from the le:J.Se d premises. However, no thing in this paragraph shal l suspend the 
payment of delay rentals in order to main t.:lin this lease in effect during the primary tenn in the absence of such drilling or reworking o pe rations or productioo of oil 
or gas. 
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19. WARRAN"rf 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 pre:misa, then Lessee may redeem the rights of the owner of the soil in the leased prenlise$ by paying any mortgage, taxes or other li 
on the leased premises. If Lessee makes payments oo behalf of the owner of the soil under this paragraph, Lessee rruiY recover the cost of these payments from the ens 
rental 31ld royalties due l}le owner of the soil _ -

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owru leu thm the entire undivided surnce estate in the above 
described land, whether or not Lessee's interest is specified hen: in. then the royalties and rental herein provided to be paid 10 the owner of the soil shall be paid 

10 
him 

in the proportion which h~ inttrest bean 10 the entire undivided surface csw.e and the royalties and rental huein provided to be paid to the Commissioner of the 
General Land Office of the State ofTexas shall be likewise proportion111ely reduced. However. before Lessee adjusts tbe royally or rental due to the Commissioner of 
the General Land Office, Lessee or his authorizl:d represent3tive must submit to the Commissioner oftbe General Land Office a written statement which explains the 
discrepancy between the interest purportedly leased under this lease and tbe a.c:rual inruest owned by the owner of tile soil. The Commissioner of the General Land 
Office shall be paid the value of the whole production allocable 10 any undivided inttrest not covered by :a lease, less the proportionate development and production 
cost allocable to such undivided intm:.st.. However, in no event shall the Commissioner of the General Ulld Office receive as a royalty on the gross produetio11 
allocable to the undivided inttrest not leased ao :amount less than the value ofone·sixteenlb (1/16) of such gross.productioll. 

(B) REDUCTION OF PAYMENTS. It; during !be primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Lmd Board and the owner of the soil in aceon:lance with NaruraJ Resources Code Seet.ions S2.151-52.1S4, or 
U: at any tlme after the expiration of the primary ltrm or the extended ttrm. this lease covers a lesser number of ac:-es than the total amount described herein. 
payments that are made on a per aae ~is hereunder shall be reduced 3GCOrding to the number of aacs pooled, rel=d, S\UTelldered, or otherwise severed. so that 
p ayments determined on a per acre basis under the turns of this lease during the prUn.ary term shall be calculated based upoo the number of acres outside the. 
boundaries of a pooled unit. or, if after the expiration of the primary t.cnn. the number of a.c:re:s acru.al.ly retained and covered by this lease. 

21. USE OF WATER. Lessee shall have the right to use water produced on said land n=a.ry for opentioos under this lease except w~r from wells or 
tanks of the owner of the soil; provided, however, Lessee s!Wl not use potable waiU or waru suitable for livc:stocl: or irrigation purposes fo r waterllood operations 
without the prior consent of the owner of the soiL 

22. AU11i0RlZED DAMAGES. Lessee shall pay the owner of the soil for damages cau.sed by its opcr.uions to all personal property, impro;vements, 
livestock and crops on said land. 

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

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

"4 
25. POLLUTION. In developing this area, Lessee shall use tbe highest degree of care and all proper safeguards to prevent pollution. Without limiting the 

foregoing, pollution of coastal wetlands, natural waterwa~ rivers and impounded w:ucr shall be prn<enll:d by the use of containment facilities sufficient to prevent 
spill age, seepage or ground wat~r contamination. In the event of pollution. Lessee shall use all m= at its dispo~ to rc:c:1ptun: ill! escaped hydroc:ubons or other 
poii~ IUnd shall be responsible for all damage to public and priv:tte properties. Lessee shall build and maintain fences around its slusll:-sump, and d.r.lin~ge pits 
an~~oftleries so as to prottct livestock against loss, damage or injiiJ)'; and upon completion or abandonment of any well or wells, Lessee shall fill and level all 
slus~~i~tand cellars and complell:ly clc:lll up the drilling sill: of all rubbish thereon. Lessee shall. while conducting opcr.uions on the leased premises, keep said 
pre1t!Jsc:t lfte of all rubbish., cans, bottles, paper cups or prbage. and upon completion of operations shall restore the surface of the land to as near its origina1 • 
condi~on ~d contours as is practicable. Tanks and equipment will be kept painted and presentable.. ~t' 

• • • • • ~6. REMOVAL OF EQUIPMENT. Subject to limit.a.tions in this paragraph. Lessee shall have the right to remove machinery and fiXtUreS pl3eed by 
~ss!l ~rfthe leased premises, including the right to draw and remove casing. within one hundred twenl)' (120) days after the expiration or the termination of this 
leav.\illl~ the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from my well capable of producing oil 
and Ras in flaying quantities.. Additionally, Lessee may not dnw and remove casing until after thirty (30) days written ooti~ to the Co mmissioner of the General 
Land f!>ffice and to the owner of the soil. The owner of the soil shall become the owner of 311Y mac.loaiDery, fixtures, or casing which are not timely removed by Lessee 
un";r.~e.~Jrms o f this paragraph. 

• • 
~7. (A) ASSIGNMENTS. Under the conditions contained in this paragr.~ph and Paragraph 29 of this lease, the rights and eswcs of either party to this 

le~: ~~yk assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors 
ilotld assigns. However, a chilotlge or division in ownership of the land, rc:nt.:1b, or royalties will not enlarge the obligations ofl.essec, diminish the rights, privilegC3 
and estates of~ssee. impair the effectiveness of any payment made by Lessee or impair the effectiveness of 311Y act performed by Lessee. And no change or 
division in owne~hip of the land. rentals. or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in owne~hip, including the original recorded muniments of title (or a 
cenilied copy of such original) when the owne~hip changed because of a conveyance .. A total or partial wigrunent of this lease shall, to the exttnt of the interest 
assigned. relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acre:l&C:. the right 31ld 
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each. and failure by one or more o f them to pay his shan: of 
the rental shall not affeet this lease on the part of lbe land upon which pro rau rentals are timely paid or ttndcred; however, if the assignor or assignee does not file a 
cenilied copy of such assignment in the General Land Office before the next rental paying date, the entire: lease shallttrminate 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 penal tiel owed to the Swe by the original lessee or any 
prior assignee of the lease, including any liabilities to the Stall: for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwit.hst:lnding any provision in P:uagr.1ph 27(a), if the owner of the soil acquires this lease in whole or in part by 
assignment without the prior written approval of the 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 forfe ited by the Commissioner. An assignment will be tn:Jttd as if it were made to the owner of the soil if the assigne:: is: 

(I) a nominee of the owner of the so il; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corpor.Uion or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil: 
(5) a partner or employee in a partnership which is the owner o f the soil; 

.. 
• 

r 
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee., executor, adminis1nlor, n:ceiver, or conservator ro th 
owner of the soil; or r e 

_ (7) a family member of the owner of the soil or n:lat.cd to tile owner of the soil by ~age, blood, or adoption. 
28. RELEASES. Under the conditions contained in this paragraph znd Paragraph 29, Lessee mzy at any time execute a:nd deliver to the owner or the so't · 

and place of record 1 release or releases covering any portion or portions of the leased premises, aad thereby surrender this lease as to such portion or ponions, and~ 
relieved of all subsequent obligations as to acreage swrenden:d. If any part of !his lease is properly =ndcred, the delay rental due under this lease shall be n:duc-cd 
by the _proportion that ~urn:ndrn:d aaeage bears to the acreage which W3S covered by this lease immediately prior to such surrender; however, such release will 
not reheve Lessee of any liabilities which may have accroed under this lease prior to the surrcDder of such acn:age. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any p1rt of this lease is assip!Cd or released. such assignment or release must be recorded in 
the: county when: the land is situated, and the recorded instnmlent. or a copy of the recorded i.nstromc:nt certified by the County Clerk of the county in which the 
instrument is recorded, must be filed in tbe Genen.J Land Office within 90 days of the last execution dale accompanied by the prescribed filing fcc. If any such 
assignment is not so filed. the rights acquln:d under this lease shall be subjca to forfeiture at tbC option of the Coounissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-de:sa1bed land have been included in this instnunent. including the 
st:atcment of the tnle consideration to be ~d for the execution of this lease aad the rights and duties of the parties. Any collateral agreements concerning the 
development of oil and gas from the leased premises which arc not contained in this lease n:ndc:r this lease invalid. 

31. FIDUCIARY DurY. The owner of the soil owes the State a fiduciary duty a.od must fully disclose any facts affecting the State's interest in the leased 
premises. When the interats of the owner of the soil conflict with those of the State, the owner of the soil is obligatcd to put the State's int.erests before his pctsOnal 
intcn:sts. 

32. FORFEI11.1RE.. If Lessee sb.a.ll fail or refuse to make the payment of any sum within thirty days after it becomo due, or if Lessee or an authorized 
agent should knowingly make any fa.lse return or false report concerning production or drilling. or if L.e.ssec shall fail or refuse to drill any offset well or wclb in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Offic:, or if Lessee should fail to file n:pons in the manner 
required by law or fail to comply with rules and reg1.1lations promulgated by the General Land Office. the School Land Bo3rd.. or t:he Railroad Commission. or if 
Lessee should refuse the proper authority access to the records pertaining to operations, or ifLe:sscc or a:n authorized agent should knowingly fail or n:fide to give 
conect information to the proper authority, or knowingly fail or refuse to furnish the General Land Offic: a correct log of any well, or ifl.es.see shall knowingly 
violate any of the mat.erial provisions of this lease, or if this lease is assigned and the assignment is oot filed in the General Land Office as required by law, the rights 
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the fa.cu which authorize a 
forfeiture, and when forfe it.ed the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as 
waiving the automatic termination of this le3SC by operation oflaw or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this 
lease and all rights thereunder reinstated before the rights of another int.ervene upon satisfactory evidence to the Commissioner of the General Land Office of future 
compliance with the provisions of the law and of this le.:J.Se and the rules and n:gulations that may be adopt.ed relative hereto. 

33. UEN. In accordance with Texas Narural Resources Code 52.136, the State shall have a firn lien upon all oil and gas produced from the area coven:d 
by th~ lwe to secure payment of all unpaid royalty and other sums of money that may be~ me due: under this lease. By J.C..-eptance of this lease, Lessee grants the 
Stal! .. i11~!!ition to th<' l iet1 provided by Texas Narural Resources Code S2.l36 and any other applicable statutory lien. an express contra.ctual lien on and security 
inter;n~.allleased minerals in and extracted from the leased pn:mi.ses, all proceeds which may accroe to Lessee from the sale of :sue~ leased minerals, whether such 
pro«eiaa.re held by Lessee or by a third party, and all foctu.res on and improvements to the leased premises used in connection with the production or processing of 
such re:asel minerals in order to secure the payment of all royalties or other amounts due or tO become due under this lease and to secure payment of any damages or 
loss that Lessor may suffer by reason ofLessee's breach of any covenant or condition of this le.:J.Se, whether express or implied.. This lien and security interest may be 
foi'QI:to~!d'~ith or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Corrunerc:e Code:. Lessee agrees that the 
Co~~ftmer may require Lessee to execute and m:ord such instruments as may be reasonably necessary to aclcnowledge, a.nach or perfect this lien. Lessee hen:by 
rep~~Ctat then: arc no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of 
this l!ase. 5hould the Corrunissioner at any time det.ermine that this representation is not true, then the Corrunissioncr may declare this lease forfeited as provided 
herein~ 

• •••••• 
• ~4. PQPLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under tllis lease with any other leasehold 

or 'r~n.e~aJ :Oterest 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 
Bo311d an3 4he Commissioner of the General Land Office for the pooling or unitizing of the intcrc:st of the State under this lease pursuant to Texas Natural Resources 
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this le:I.SC satisfies the execution requirem ents swc:d in Texas Na!Ur.l.l 
Resources Code 52.152. 

35. INDEMNITY. Lessee hcn:by releases and discharges the State ofTens aEd the owner of the soil, their officers., employCC3, panners, agents, 
con tractors, subcontractors, guests, invitees, and their respective successors and assigns. of and from all and any actions and causc::s of action of every nature, or other 
harm, including environmental harm, for which recovery of damages is sought, including. but not limited to, all losses and expenses which arc caused by the 
activities of Lessee, its officers, employees, and agents arising out ot; incidental to, or resulting from, the operations of or for Lessee on the leased premises 
hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable 
act or omission of Lessee. Further, Lc:sscc hereby agrees to be liable for, cxoneratc, indemnify, defend and hold hannless the State of Texas and the owner of the soil, 
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), 
cosu and expenses, or other harm 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 hazards, on the leased premises or in any w~ related to Lessee's fai lure to comply with any and all 
env ironmental laws; those arising from or in any way related to Lessee's operations or any other ofLe:sscc's activities on the leased pn:mises; those arising from 
U:s.see's usc of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's bn::lch of any of the terms or provisions of this 
Agreement or any other act or omisSion of Lessee, its directors, offi~rs. employees, parmers, agents, contractors, subcontractors, g:uests, invitees, and their n:spective 
suc~ssors and assigns. Each assignee of this Agreement, or an interest therein. agrees to~ liable for, e:xonerate, indemnify, defend and hold harmless the State of 
Tex::lS and the owner of tile so il , their offi~rs. employees. and agents in the same manner provided above in connection with the activities of Lessee, its officers, 
employees, and agents as described above. L"XCEPT A.S OTHERWlSE EXPRESSLY LIMITED HEREIN, ALL OF TirE Il'iDD-INITY OBUGATIONS 
Al'ID\OR LIABILITIES ASSUMED UNDE R THE TER..'vl.S O F THIS AGREEMEl"'T SHALL BE WITiiOUT LIMITS A.-.,TI WITiiOUT REGARD TO 
TilE CAUSE OR CAUSES THEREOF (EXCL UDING P RE-EXISTING COI'IDmONS), STRlCT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY 
OR PART IES (INCL UDING THE N E GLIGENCE O F THE L'IDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, J OINT, 
CO NCURRENT, ACTIYE, OR PASSIVE. 
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. ·.,. 
36. ENVIRONMENTAL HAZARDS. l.essc1: shall use the highest de p-ee of care and Ol.ll reasonable safe pards to pi"C'Vent contamination or pollution f · 

~y cnvirorunental medium. lnc:luding soil. surface waters, voundwatu, sediments, and swfac:c or subsurfac:e strat.a. ambient air or any other c:nvironmenl3! znedi 
0 

• 

an, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee sha.ll not bring or permit to n::aWn on the leased premlsa any asbestos urn 
~owning nwuials. QJ~Iosivcs, toxic: mataials, or substances repl;ued as h.azardou.s wasta, hp:ardoll3 nWeriah, hazardous substances (a.s the lel:!.n •Haurdous 
Substance" is defined in the Comprehensive Envirolllllental Response, Compcnsmon and Liability Act (CERCLA). 42 U.S.C. SectioiiS 9601, ct seq.). or tox.ic 
substance$ under any federal., state, or local law or recuJatlon ("Ha:urdous Ma.ttriaU"), except ordln.ary products commonly used in connealon with oil and JII.S 
exploration and development operations and Stored in the usualiJWUlcr and quantities .. LESSEE'S VIOLATION OF THE FOREGOING PRORIBffiON 
SHALL CONSl'ITITI'aA MA TERlAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HAR."ILESS AND 
DEFEND TilE STATE OF TEXAS AND TilE OWNER OF THE son. FROM AND AGAINST ANY CLAThJS, DAMAGES. JUDGMLVI'S, PENAL TIES. 
LlABJLrrn:s, AND COSTS (INCLUDING REASONABLE A TTOR.~EYS' FEES AND COURT COSTS) CAUSED BY OR ARJSING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROH1BmON OR (D) TilE PRESENCE, RELEASE, OR DISPOSAL OF A.'N HAZARDOUS MATERIALS ON, 
UNDER. OR ABOUT THE LEASED P.RE.'\ILSES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, RE.'t!EDY AA"D REPAIR A.'O' SOIL OR GROUND WATER CONTA;\fJNATION A.'ID DAMAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER. OR ABOUT THE LEASED PRE.,OSES DURING LESSEE'S 
OCCUPANCY OF THE LEASED P.RE."fl.SES IN CONFORMANCE WITH 1liE REQUIRE.'\fi:NTS OF APPUCABLE LAW. TillS 
lNDEMNUlCATION A.'ID ASSUMP'TION SHALL APPLY, BUT IS NOT LIMITED TO, UABILriY FOR JU:Sl>ONSE ACTIONS UNDERT~ 
PtJR.SUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IM:\IEDIATELY GIVE THE STATE OF 
n:.:us AND THE OWNER OF THE son. WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. UPON 
LL\R.~ING OF THE PRESENCE OF ANY HAZARDOUS MA TDUALS. OR UPON RECEIVING A NOTICE FROM A.'N GOYElU'f~1AL · 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WlDCH MAY AFFECT THE LEASED PREMISES. THE OBUGATIONS OF LESSEE 
HEREUNDER SHALL Sti'RVIYE THE EXPIRATION OR E.ARLIER TER.."llNA TION, FOR ANY REASON, OF THIS AGREL'rfD'IT. 

37. APPUCABLE LAW. This lease is issued under the provisions of Texas Narunl R.csources Code 52..171 through 52..190, commonly known as lhe 
Relinquishment Act, and olhc:r applicable .st.aru!C3 and amendments thereto, and if any provision in this lease doe.s not conforTU to these: 5U1Utcs, the statutes will 
pi"C'Vail over any nonconforming le~ provisions. 

38. EXECUTION. This oil and gas lease must be signed and 3Ck!'lowledged by !he Lessee before it is filed ofreconi in the county records and in the 
General L3nd Office of the Swc: ofTexas. Ooc:c the CUing requirements found in P31:1gr3ph 39 of this lc:ue have been .satisfied, the effec:tive date of this lease shall 
be the date found on Page 1. · 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Corrunc:rc:e Code. this lease must be filed of record in the office of !he County 
Cleric in any county in which all or any part of !he leased premises is located, and certified copiC$ thereof must be filed in !he Gen=U Land Office. This lc3Sc is not 
e ffective until a ~rtified copy of this le3Sc (which is made and certified by the County Cleric from h is records) is filed fn !he General Lan4 Office in accordanc: with 
Tex;u N:uura.J Rcso= Code 52..1&3. Additionally, this lease shall not be binding upon the St.aLc unless it recites the acrual and uue ccnsider:uion paid or promised 
for execution of !his lease. The bonus due the St:uc: and the prc.scribed filing fee shall :u:company such certified copy to !he Gener:U Land Office. ' 

* See 
••• . . . 
••• 
•••• • • • •• • 
• 

•••• • • •••• 
• •••••• • • 

STATE OF TEXAS 

additional lease provisions. 

,Johnson 

lTILE=--------::---------
DAlE_--'/3"--c53-!::?f:::.....-....l-ZU...'£ ____ _ 

STATE OF TEXAS 

• II • • • • ~ 

STATE OF TEXAS 

BY:.~------~--~~-----
lndividuaJJil~r~: ~~en_t for the State of Texas 

Cb-'Irust:Ee of tle H::ustcn arrl Hill Trust Estate 
Date: SS!f 

1 
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STATE OF ___ -r=..!...::..~--:__::::...._~-- -rnchvi~ (l!eRPO~tACKNOWLEDGMEN'T) 

COUNTY OF __ .....:.O\k~' u.:li~CJ:Ua~~-
BEFORE ME. the undel'ligned authority, on this day personally appcared, ___ ....:Cituj:.'.::.. /1=.:;....;:;;--~-tt ....... ~.....:.;--L.l.<=-:lot.L--l.--------

known to me to be the ~D whose name is .subscribed to the forcgoin1 insuumcnt. :-.. 

7"""'7-----:---:-:--~--.,..-..,....----~--.,..---:----:---::---:----:--:---:--:--:-:--ir:nd aclcnowled&ed to me that be c:xec:uted the Ulne · ' 
for the purposes and eonsidcndon therein expressed, in the capacity stUtd.. and as the ICt md deed of laid c:orpor.llioa.. · 

Gi•m omdttmy;.,.d mdK>I ofoffi=""' lh< '2'Jl d4y or ~~ 
;jft'Y..~ MONICA MARLOWE 

') l;~\*\ NOTARY PUBLIC . NocuyPublicinandfor T~S 
i ;u:.\~}'> J ·State of Texas · 
~ '"'?q~~ Comm. Exp. 10-30-99 ~ ACKNOWl.EDG'MENI) 
c.'• .. ~ ."'. 41111 0. """' •..• v ••• • •' 

COUNTY OF __ T_A_R_R_A_N_T ____ _ 

STATE OF 

rJ(?. 
BEFORE ME. the UDdct3igned authority, on this day personally appc:ared. _ __::Ji:.::dn::..:..::....;A:...:.:..• ...::~~,J,- r='------------- ---

lr:nown to me to be the person whose name is subscribed to the fo~going instrument, a3. ____ __,(b:""-""T!:usl;e?===------------o( 

H:::usta1 arrl Rma Hill Trust EState and acknowledged to me: thlU he executed the: lame 
for the purposes and considetarion therein c:xp=d. in the capacity swed. and as the: act and deed of said ~ Trust. 

Given under my hand and seal of office this the 1 4 t h day of 

s~;EIL.A D. RICHARDS 
lb!arJ Public, State of Texn /"1 _ \ 

::tr Commission ~June 21,~0 

STATE OF ____ ~--------------
co~·GF TARRANT ••• 

Notary Public in and for T a r r a n t C o u n t y , T X 

(INDIVIDUAL ACKNOWLEDGMENT) , .. . ' 

• ••:-aefore me. the undcl'ligned authority, on this day pcroonally appc:ll'Cd Virginia Glem Hill I..attinnre, IrrlividLBlly arrl as , 
tr>-'Il:JEtEE of t.lE H:ustcn arrl Ehrnra Hill Trust EState . ; 

known to me to be the pel'lOOl whose names are subscribed to the foregoing instrument.. a:ld aclalowlcdged to me that they executed the same for the purposel ind 
consJ~ therein exp=d. 

•••• 
•::••!iven under my hand and seal of office this the ___ l4_t_h ___ doy of Se ~ D . RA. . ~ 

SI-:EtlAD. RtCHARDS ~ • •••••• • • ftla!Y Public, Slm ot TD!!. "') , \ Nowy Public in and for Tarrant Count y , 'T X 
:.1: CommlsWI Expi!IIJuae v.·~OO 

• •••••• 
• • rn::v7\C' 

STATEOF _ __ ~L~~~---------------

COUNTYOF ___ T_A __ R_R_A_N_T __________ __ 

{INDMDUAL ACKNOWLEDGMENT) 

Before me, the unde~i_gncd authority, on this~{,Pmonally_appc:utcl Jares lti:ert Hill, IrrlividLBlly anl as 
Cb-'Ii:ust:.e? of t.lE H:ustcn anj Ehrra ' Trust EState 

known to me to be the pc:l'lonl whose: names a;rc subscribed to the foregoing instrument, and aclclowledgcd to me th3t they executed the s;une for the purposes a11d 
consideration therein e:o;pressed. 

Given under my hand and seal of off!ce this thc ___ l_l_t _h ___ day of 

~rD.~ 
Nowy?ublicin311dfor Tarra nt County, TX 

True and Correct 
copy of 

Original fi led in 
Reeves County 

Clerks Office 
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"EXHIBIT A" 

, Attached to and made a part of Oil and Gas Lease 
dated August 19, 1998 by and beh-(f~n Virginia Glenn Bill Lattimore,"~ 
James Robert Hill and John A. Sti:fsky, Co-Trustees of the Houston 'f­

And Emma Hill Trust Estate; Virginia Glenn Bill Lattimore, Individually; and 
James Robert Hill, Individually, as the owner of the soil, and Clay Johnson, as Lessee. 

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

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

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

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

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

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

• S!Je leased premises. . ,. . 
• •• 

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

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

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

• 
9! '·~on written demand by the owner of the soi l, Lessee shall build and maintain fences around its slush, sump and drainage pits 
•• ... i4d 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, released, pooled or unitized, Lessee agrees to furnish the owner of the soil with a copy 
of any such document. 

True and Correct 
copy ot 

Original filed in 
Reeves County 

Clerks Office 
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Gc11enl Laad Omcc 
Re.ll11q.Whmar Act LCSlc Form 
Revised, September 1997 

TiiiS AGR.EEME:Ni is ID3de and cntz:rcd into this 19 ely of Au.g:u.,st 19~ bcrw= the State o!Tc::as, ac:tinJ by md through its 
~~t~--H~e~e~k~e~r~~'TI~~n~~v~;e·~s~t~m~e~n~t~s~,~I~n~c?f'~b~yL-~R~,o~6~e~r~E~~w~.~~n~e1>c5I~o~l~t~,~~P~r~e~s~i~d~e~n~t~a~n~d~------------
-----11..\.LJ6fL......· .I..Ll:r.:L-eHCI..I;;!~~i"'-.L:__Jfi:<lig~glL...lln..L..l.i g""""~~i:;i...t!__J1 Elod:lA~9~2o~2.::1...4'::----=-~----:--:----__ --__ --__ ---:--------__ --__ --__ --__ --__ --__ --__ --__ --__ --_-SaJ.,--.d ag-:.'1-, 

(Give ~a:t ~ddress) 
~in ref=<! to u the owner of the soil (w~ one or more}, and, __ L:~.l.;.: aa~ 'Y-=-=,::J~O::.>.::.:::hn:::..;::s;..:o~n=--::::---:--:-----:~:-:::-------­
----------------------------------------~2~Q~3~W~.~W~a~l~l~,~S~u~j~t~e~~8~0u0~--------------------or 

A1dland, TX 79701 
(Give Pc:ml.liZialt Addles) 

1. GRANITNG CLA.USE. For md in ccasidcr.ttioa of :he mlOunts staf.Cd bc.low md of the covenants mel agr=c:nts to be paid,lc...-pt zed pcrf.crmed by 
Lessee under this lease, the Su.tc ofTc:us ac:in1 by and through the oVt'llU of the soil. badJy v.a:us. IC1SCS and lets 1mto Lessee. for the sole alld only purpcse of 
prospecting md dn1ling fur and prod~ing oil and lU. laying pipe I incl. builamg tanks, SZIXin& oil :md builcfmg power stuimu, telephone r= and other roucnu-cs 
thc:n:on. to produce, s;rvc., ta1c.c =of. 1r1:.:11 and tnnsport said prcducts of the lease, the foUowing lands situm:d in Reeves Counry, Stu.e 
o( T c::us, to-wit: 

Block 59, Public School Land Survey 

Section 43: 
Section 44: 
Section 45: 

Al.l 
Al.l 
Al.l 

conu.inin,&.g_-.:::1:....!.., ..::9:..:2::...:::0:....__acre:s. mere or !c:s:s. The bonu:s consider:ltion paid for this IC3SC is as follows: 

To the Suu: ofTc::us: __ fS~e::..v,¥,..;e~n~-!T!:-h~OLJU..u;;~S~aun..~...~.~d~a~n.ud~....~.N:i-'olo.L.L/-J....,...Ou.O.L.-:::..::-:...:-::..::-c.::-:...:-::..::-c.::-::..-:::..::-:...:-::..::-c.::-:...:-=-;_:-::..-=....:-:...:-=-:..:-::..-:::::.=-:..:-::..::-..=-:..:-=--
Dcllan cs. ____ ..J.7__.,w·O'"'-Ol.U.IO'-' • ..!.o~o"'---~> 

• • • . . . ... To the owner of the soii::-=;,::S::..:e~v~e~n~..;T;-:h~o..:U:.:S::..a:=-.:-:n:.:d::.._,::a:.:n=d--=N.:..o=...!../...:1=-=.0...:0;.,-__ -_-_-_-_-_-_-_-_-_-_-_-_-__ -_-_-__ -_-_-__ - _-_-__ -_-_-_-_ 
Don~ CS· __ __!_7..L,~o!J.o~o.L..z.... o~o"--_ ....... •••• • • • •• • 

• T otll bon~U consi~ca: Fourteen Thousand and No/1 00-----------------------
• U 0 DoiJ3n (S J 4 r 0 0 Q , 0 0 

• • 
The U,~ ~nus consider...Coo paid repr=ts a boo113 of. __ ..:F:...~=· .;f;..,t;;.Y:!......;a;;.=n:..:d=--.:.N.:..o=./.,;;1::..0..::...;:0;.,-_-_-_-_-_-~-~-:----_-_-_-_-_-_-_-_-_-_-_-_-_ 

...... Dollars (S 50.00 ) per~ oa 280 net=. 

• 2. TE;t.-.t. Subject to the other provisions in this J e;u~. this le;ue s~ be for :1 t=:l of Five ( 5 ) yearS from this d.ue 
(hez;:~Wt::i "primat"J t.e:m} and as long there:uk: lS oil and g;u, or either of them. is produced in jlaying quantities from .said land. 
As u!ed in ft!is lc:LSc., the term "produced in payin' quantities" =:ms tJut the ree~:ipa from the sale or other :wthoriz.:d ccrnm.crcial u.sc of rhe subst:lllc.:(s) covc:r::l 
cxe;~!W ~f poc"t oper.uion.al expenses fur me s:ix months last past. 

• • 

3 Delay Rentals. If oil or g:lS 1n paying quanuues is not bcmg produced from the prem1scs on the first ann1vcrsary date of th1s Le:lSe and there are th~n no dnlling 
operations being conducted on the prem1ses. !hc:n th1s le:lSc: shall tc:rmmate unless. on or before such ann1versary date, Lessee shall pay, y, directly to the 0\\nc:r of !h~ soil 
and a like amount paid or tendered to the CO~L\.IISSIONER OF THE GENERAL LA:--<0 OFFICE OF THE STATE OF TEXAS. AT AUSTI'>J, TEXAS, a delay rental in 
the amount specified in the following schedule multiplied by the number of acres then covered by this le:lSe. wh1ch pa~men1. "hen umdy mace:. shall conunuc th1s le;uc ior 
a penod of one ( I) addiuonal year In like manner and upon pa~ment of the amountS set out 1n the folio" ing schedule. th1s k:lSc may be further conunue for successive one· 
year periods during the primary term of th1s le:lS.: provided that payment is m:~de on or before the anni' ersary date: 

Ann" ersa" Oat~ Dcl<l\ Rcmal per .-\ere 
F1rst S I 00 
Second S 1.00 
Th1rd S 16 67 
Founh S 16 67 

True and eorrect 
copy of 

Original filed in 
Reeves County 

Clerks Office 



. 4. . . PRODUCTION ROYAL TIES. Upon production of oil and/or g:u., Lessee agrc.es to pay or taUSe to be paid one-half (112) of the royalty 
prov1~ed for Ill thu le3Se to the: Co~ioner of the General Land Offic:e of the: S~ of Texas. 31AII.Stin. T=. and ooc:-half(l/2) of sue:~ royalty tn !be owner f 
the S01J; O 

(A) OIL Royalty ;>ayable on oil, whic.'l is defined as including all hydroe:uboo.s produc:ed in a liquid fonn a:t the mouth of the weU and also as~ I 
condensate, distillate, and other liquid hydrocarbons re--...overcd from oil or gas run lhrouz.h • .se;>..taLO( or other equ1pme::1t, as ilc:rcina.ftu provided, sh.:Lil be 

311 6 part of the gross produdon or the m:uUt value tbe.rc:oC. a.t the option of the: owner ofdle soil or the: Commissioner of the 
Ge neral Lmd Offic.:, sue!! v:Uue tn be dcwmined by I) the hig!lcst ~d price, plus premium, if a.oy, offered or paid for oil. condensate, distillate, or other liquid 
hydro<:atbons.. M:$peetively, of a like type md gr.rrity in the gc:naal area where produc..-d and when run, or 2) the highc:.sl ~-t pric:e thc:rcof off~ or ~d in the 
ge:tcr.ll azu_whc:re pro~c:ed and when run. or}) the .gro~ proe=ds o f the sale: the:-eoC. whic.'lever is the grearer. Lessee:~ th:u before any g:u produced 5-tlrn the 
le=d prcmues IS sold, used or proc=cd in a plant, 1t will be run free of cost to the royalty owoen through an il.dcqua.t.c oil :wd gas sep:Jr.IUlr of conventional type, oc 
other equipment at leJSt as efficient, so tha:t all liquid hydroCibons recoverable Crom the: gas by such mcaru will be re.::cvercd. The requimnent that such 'as be run 
through a separ.uor or other equipment nuy be waived in writing by the royalty owners upoo .sucll terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty o n any gas (including flarc:d ps), .which is defined as all bydro<::utxlns and gaseous .substances DO! defined 
as oil io .subpar;acraph (A) above. prodUG:d Crom my well on said land (e:x~ as provi<!ed herein with respca tn ps pro=d in a plant foe the c:xtrxtioo of 
r=Jine, liquid hydroc:;ubons or other prod\lc!3) s.lull be 3/16 p:ut of the r;ross ;mxluctioo or the marlcet value tbc:rcoC. It the option of the 
owner of the soil or the Comm.is.1ioner of the Gc:lenl Land OE=. such value: to be based on the hi &}lest~ prio: paid or offe:-ed for gas o( companble quality iD 
the general -=a where produc.:d llld when run, or the p-os.s pric:: paid or offered to the produc:er, whichever is the gre:u.er, provided th:u the maximum pressure base 
in measuring the gas under this lc:I.Se shall oot u any time: cxc:eed 14.65 poWlds per sq= inch absolute. llld the standard b= tmlper:uurc shall be sixty (60) 
de~ fahrenheit. c:o=tioo to be made for p=ur: = rding :o Boyle's L..lw, and for spec:i.fic: gr.rvUy ~rdiog to tests m.ade by the Balance Method or by the 
most approved method of tc3ting being used by the industry ill the time of tc:stin'-

(C) PROCESSED GAS. Royalty on any gJ.S p=ed in a gli.Soline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be 3/16 p31t of the r:sic!ue gliS and the liquid hydroc:ar.,oo.s c:xvac-..ed or :he m.a.rlcc:t v:Uuc therc:ot: a.t the option of the 
owner of the soil or the Corrunissione; of the Gene:-:1.1 Land Offie.:.. All royaltic:s due ~in shall be: bli.Sed on one hundred pe:-...... -nt (I 00~'.) o( the tot:U plant 
prcduction ofn:sidue g<lS aa:ributlble to gas produc:..:d from this le3.Sc, and on fifty pCTCC"It (SO%), or th;u pe:r=t :r.ccroing to ~ec, "-¥hichcver is the gre;uer, of the 
total plant production of liquid bydroc:lrbons ;u:cribuwle to the g:LS produc.:d from this le3Se; provided that if liquid hydroc:t.t~ns arc recovered Crom glS pro=ed 
in 3 plmt in wbic:.'l Lessee (or its parent, .subsidi;yy or Ufili:u.e) owns m int=t, then the pe:r=t!gc 3pplic:lble to liquid hydm=bons shall be fifty pc:~:u (SO%) c r 
the highest ;ercent ac.."":"lling to 3 third party ?ro=sing g:u t.'u"oug..'l such p i;mt 1mder a proc.:35ing agree:nc:tt negotia:.ed 3L llTil'S lengt.'l (or if thc::-e is 'no sue:~ third 
p:u1y, the: highest pe=..-::c then being speciiic:d in processing ag:-ec:nents or cont:rac'.s in the industry), whie~ever is the gre;u.er. Tbe respective royalties on residue gas 
llld o n liquid hydrc.;:0::,ru sh:UI be: detc:rmined by I) t.~c highe!it cnarlce: pric: paid or ue-c:red for any ps (or liquid hydroc=tcns) of comparable quality in the 
general are;r.. or 2) the .;:-=ss pric: paid or o tfe:-ed fo r such residue ps (or t!le weighted av-...r.~gc: gross selling price for the :=p=-.ive g::lrles of liquid hydrocarbons), 
whichever is the grc=r. In no evc.<JC, however, shall the royalties pay:l.ble under this par:tgr.!.ph be lc.ss than t.'lc roy :Utic:s ·...-ruch would have: ~n due: had the gas not 
been proc:essed. 

• • • (D) OTHER PRODUCTS. Royalt; .::m c:lrbon black, sulphur or any othe: produc-.s produc=d or manufx:ur:d frcm g:u (exc::pcng liquid bydrocarl:oru) 
wh!to'!h ~d g3.S ~ ·=inghe3.d, • •dry, • or ;u;~ other glS, by hc::om~ting. burning or arry other proc.:ss:ng shall be: . 3/16 p:ut of the: 
&rost pliAPuction o f such produc:s, or the: marlc:t value thereof, at the option of the owner o f the: soil c r the Cor.unissio ner o f t.':e Gc:~er:U L.:lnd Office, such mux:t 
valt' V' b(det:r.nincd liS follows: I) on the basis ot the highest marlcet price o f e:l.Cn product fo r t!tc: s:unc month in w hich suc:.'l product is produced, or 2) on the 
basis 'If the avc:.rage gross sale: pric: of e::IC.'l produ~ for the sa.me mcnt!l in whic!l such products are produc.:d; whic.'lc:ver is the grc=r. 

• • •• • .S. JIIONTh.IUM ROY ALIT. Duri:tg lllY year after th; .:;;p{pt,ion of the primary term of :his le:ue, if this le3.Se is maint:~ined ny production. the royalties 
paidt!t3~r this lease in no event shall be less th:ltl 311 ;unowtt eq ual to the total annual del:iy rct.ll hen:in provided; otherwise, there sb::il be due and payable on or 
bet$~~· :Ut day o f the month ':UC:::eding the mniversary d;u: of this Je:ue 3 sum equal to the totll :mnual ren!:ll lcss the an:cunt of r::;-alt!es p:Ud during the: 
pre=!ding ~ear. ffP:u:s:guph J uftllis lwse dow not spe-:i-, a clcl :!) renf::!j MJ~ettnl; l.hert fo r the purpcses o f this parJ.gr.~ph, the delay rentaJ :mount shall be one 
dollar~SI.OO) FCr acre.. 

• •••••• • "6. ROY ALIT IN !<lND. Notwithsunding lllY other provision in this lc::l.SC:. :u any time or Crom time to time, the ownc:: of the soil or the: Commissioner 
of the General Llnd Office may, ;u the option of e ither, UJ:On not less th:ltl sixt'J (60) days ootic.: to :he holder of the le:!.Se. requi..n: th:l! the payment of any royalties 
ac~~g iC:suc.'l royalty ownc:r under this le:ue be ma.c!e in lcind. The o wnc:r of the: soil's or the: Convnissioner of the Ge:-~eral J....md Office's right to t.llc: its royalty in 
lcind sh.:LII not diminish or negate the o wner of the soil's o r the Cor..missioner of the Gcne.r:U Llnd Offic.:'s rights or L=see's obligarioos., whc::.!lc:r c:xpn:ss or implied. 
under this lease:. ' · 

7. NO DEDUCTIONS. Lessee agrees th;u all roy:Lilies a.cc:\J ing under this le ase (including those paid in kind) shall be without deduction for the: cost of 
prod\lcing, pthc:ring, storing. sep=ring. tre:uing. dc.'lydr:uing, compr:.ssing. proc.:ssing. tr.r.ru?Crting. and otherwise ma.lc.iog t.'le oil, g::lS and othc:r produc:ts · 
her::IJlder re;uiy fo r sale or use. Lessee ~..s to compute md pay royalties on the gross value received, including any reimou.nements for se-v=c.: :.ues and 
production related cos!3. 

8. PLANI" FUEL A..'ID RECYCLED GAS. No royalt"J sh:UI be payable: on arry glS as may represent this lc: ::lSe 's proportioo:u.e share of any fud used to . 
process g:u ;Jroduc:d he :-:unc!cr in any proc:ss ing plant. Notwithsunding any other provision of this le::lSe, and subject to the wrincn coruent of the ownc~ ofth~ soil 
llld :he Commissioner o f the Gener"Jl Land Offic:e, ~sc: r:uy r:c:tc!c: gJ.S for gliS lift pur,x>Sel on ~~e lelSed premises or fo r inj c:c-Jon into my oil or gJ.S producing 
form3t!on underlying the Je:ued premises after the: liquid hycro~~ns cont.:inc:d in the g:u h:~vc: be:n removed; no royalties s:tall be ;=~ay:lble o n the: r::yclcd gas 
until it is produced and sold or used by L:ssc:: in 3 manner which c::1titles the roy:Uty ownen to i1 roy:Uty under this k :ue . 

9 . ROYALTY PA YY{EYTS A..'ID REPORTS. All rov altic:s not t:lk:n in kind shall be paid to the: Commissioner of t:..':c Ck::c::U Land Of:ic; ;U Austin, 
TexlS, in the following mmner: • 

P:l~me:l! of :oyllty on produc:ion of oi l and glS shall oe J.S prov!c!ed i;- :he rul es se: for-~'l in the Tcx:u Rqist::. Rules e-.un:tt.ly provide that royllty _on oil is :ue 
:ltld r.:ust be r:c:ived in the Gene~ L=c Offic: on c r b: :ore the 5th :!ay o f the second r:1ont.'l succ...-: ding t..'le month o f ;=~roduc:ion. and royalty on p.s IS due:_ an th 
must be received in the Gcner:U Land Offic.: on or beior: the 15t.IJ day of :he s.:cond mon:.'l :uc~: ding the mont.1 o f production , :l.C::.:>mpanied by the J.ffidJvlt ~~ e f 
ownc:~. m:ltlagcr or othe: authoriz: d ~::tt. completed in the form :md m:ltlnc:r prescribed i:ly the Ckncr:U Llnd Offic: :1t1d showing the g;oss amount Jlld disp?SIII~~ 0 

3.11 oil llld glS produced and the mukct v:Uue of the oil and g:u. tcg: ther with 1 copy of.UI doc·Jmcnts, records or re;JOr'.s co n iir:-ning the gross produc:ion. dlspOSIUOn 
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.. ·. 

• and martcct value .iadud.izac ps DIClCJ' re.dinp. pipeline receipts, au line receiplS ud othu c:bcda oc mcmo~da of amouat producc11 and ~ut in~ pipelines, tanb. 
or pools and CU Iiiia oc ps stonce. and aay other reports or ~ which the Ge:llcnl Laad Office may reqU111: to verify tbc gross production. duposition and 

' marlcct value. In all cues the authority of a ~ oc qent to act Cor the Lessee bereiJI mast be filed ill the General Und Office. Each royalty payt~~ent shall be 
accompanied by a ehedc stub, schedule. summary oc ocher rcmitlanc:c advice sbowinc by the asslpcd Genc:nl Land Office lease number the amou.at of 1'0)"11ty beiq 
paid oa each lease. If Lessee pays his royalty oa oc before thirty (30) days after tbc royalty IM)'JDCIItwa due, tbell Lessee owes a penalty ofS% oa the royalty or 
S2.S.OO, whichever is lfCil.eT. A royalty paymc:Dt which is ovcr thirty (30) days late shall acauc a paulty of 10% of the royalty due oc $25.00 whicbner is IJ'C3II:r 
In addition to I penalty, royalties shallKaUe intaest at a rate of 12"'h per year; .such inccrcst w111 bqill accrumc when tbc royalty is sixty (60} days overdue. • 
Anidavits ud supportinc doc:umc:nts which an: DOt tiled when due $hall inc::ur a penalty in m 1a10CIIt set ey ~ Ge!!~ !... nd Of1!ce Adt"iniw:ttlve ru!~ \¥hich Is 
etfeMe on the cbtc wbeu tbc affidavits oc suppoctinc doCUIIIC'IIts were due. The I...essc:c siWl bear all responsibility for payinJ oc c:ausin& royalties to be paid as 
p=ibed by the due date pro~ bcrcin. hymcat of !he deJinqacnq pen.alty shall in DO WJ:Y OJ>Ct'* to prohibit the SEale's ri&ht offorfcimre IS provided by 1nr 
nor act to postpone tbe ~ oa which royalties were oricinaJiy due. Tbe above penalty provisions shall aot apply in c:ases of tide dispute as to the State's portioa of 
the royalty octo that portio\ of the royalty in dispute as to fair rnarlcct value. . . 

10. . (A) RESERVES, CONnACTS AND OTIIER RECORDS. Lessc:c shalliiUIU!Iy ftlmish the Comrnisslooer of the General Unci Office 1rilh 
its best possible estimate of oiJ aad cas n::sc:rves uodc:rlyin& this lease oc alloc:able to this lease and shall fiJn1ish said Commissioner with copies of all contraas Glider 
which p.s is sold or processed IDd all subsequent ~ md amendments to such eoattacts within thirty (30} days after c:Dlerin& ituo oc makinc SQCb ~ 
acreements or ameuclments. Such contracts and agreements when received by the GcDenJ ~ Office shall be beld in confideDa: by the Genenl Laad Office aa1c:ss 
otherwise authorized by Lessee. All odler c:oatracu and records perWuinc to tbe pc'Oductioa. traasporwion. sale and marketing of the oil and ps produced oa said 
premises. includinc the boola ~ accouats, receipts ud discharges of all wd1s. taDia, pools. metas, md pipellDe:s shall It aD times be subject to inspection and 
examination by the Commissioner of the Ge:llcnl Land Office. the Anomc:y Gcnenl, tbc GoYcraor, oc me represenwive of any of them. . 

(B) PERMITS, DRILLING RECORDS. Written ootice of all opc:rations on this lease shall be submiacd to d!.e Commissioner of the GcncraJ 
Land Office by Less~ oc operator five (S} days before spud date, woricover, re-entry, temporary abandonmeut oc plug and abandonment of any well or wells. . Sach 
wriaeu notice to the General Land Office shall include copies ofR.u1road Commission Cortns for appliadoo to drilL Co pies ofwdl b:lts, completioo reports llld 
pluainc reporu shall be supplied to the Gc:oera1 Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reportS or 
other fiJinp that ~ce this lease oc any spec;ific: well on the leased premises and that are submitted to ~Texas Railroad Commission or any other covcmmental 
qenc:y shall include the word -sau• in the title. Additionally, in acconiance with Railroad Commission rules, any si~ on the leucd premises foe the purpose of 
identify inc wells. tanlc baa.eries oc other associaled improvcmenlS to the lmd must also include the word •s tan:. • Les.see shall supply th.c GencraJ Land Office: with 
any records. memormda, ac:c:ouats, repons, cuainp md cores. oc other infonna.tion reluive to the operatioa of the above-described premises. which may be 
requested by the GeoeraJ Land Office, ill addition to those herein expressly provided for. Les.see $hall bve 111 electrical and/or radioactivity survey made oo the 
bore-hole ~on, from the base: of the surface casing to the toW depth of well, of all wells drilled oo the above described premises and shall transmit a true copy of 
the log ofca.ch survey on each well to the Gcneni Land Office within flftcen (IS} days after the making of said survey. · 

(C) PENALTIES. Lessee shall incur a penalty whenever reports, doc:umcnts or other materials are not filed in the General Land Office wb.cn 
due . Tile penalty Cor late tiling sbaJ..I be set by the Gencral Land Office administrative rule which is effective on the dale when the materials were due in the GenenJ 
Land Office. 

• • • 11 . DRY HOLEJCESSA TION OF PRO D UCTION DURING PRIMARY TERM. U: during th.c primary tam ber=f and prior to discovery and production 
of oi~ !1r R' on said land. Les.see should drill a dry hole or holes th=a. or if during tbe primary tam hereof and afta the d.isc:overy and actual production of oil or 
ga.s from the leased premises such produc:tion thereof should cease from any c::wse, this lease shall DO( terminate if oo or before the expiration of sixty (60) days from 
dou. ~f:O~Ietion of said dry hole or cessation of production Lessee commences ad<fitioaal drill in& oc reworlcing operations thereon,. or pays or tcndas the next 

annulfdet1y rentll in the same manner as provided io this lease. u; during the last year of the primary 1em1 or within sixty (60} days prior thereto, a dry hole be 
compl!tcd and abandoned. or the production of oil or IU should cease for any cause. lessee's ri&)lts shall remain in full fon:e and etfect without furlhcr operations 
untiJ~~~iration of the primary tcnn; and if Lessee has not resumc:d production in paying quantities a the expiration of the prirnaty ICml, Lessee ~y maintain this 
le~~nduc:tinc additional drilling or reworic:ing opc:ntions pursumtto Para.grapb 13, ~inc the expiration o f the primary te:nn as th.e date of cessation of 
propvW~der Paragr.tph 13. Should the first well or any subsequent well drilled oo the above clesc:n"bed land be completed as a shut-in oil or gas well within the 
primlly tc~ hc:rco( 1.asce may resume payment of the annual n::uw in the same manner IS provided herein on oc befo re the n::uw paying date followinc the 
expiration of sixty (60} days from the date of completion of such shut-in oil oc liS wdl and upon the failure to ro.alce .such payment, this lease shall ipso facto 
~~~ :r ~ the expinl:tion of the primary tcnn or any time thereafter a shut-in oiJ or gas wc.lt is located on the leased pn:nUses, payments may be made iD 
ac:co:d'anc:. With tbe shut-In provisions hCTeOC. 

• 
•:•• • ~2. DRILLING AND REWORKING AT EXPlRATION OF PRIMARY TERM: U: at the expiration of the primary term, neither oil nor gas is being 

produced on said land, but Lessee is then engaged in drill in& or rewQricing opcr:Woa.s thereon. this lease shall remain in fon:e so long as operations on said wc.ll or for 
drilling or rewomng nfany additional well are prosecuted in good faith and in-woriananlilcc: manner without iaten'Uptions totaling more than sixty (60) days during 
any one such opc:ntion, and if they result in the production of oil and/or gas, so long thereafter IS oil and/or gas is produced in paying quantities from said land, or 
payment of shut-in oil or gu well royalties or compensatory royalties is made: IS provided in this lease. 

13. CESSATION., DRlll..ING, AND REWOIU<D'lG. u; after the expiration of the primary tcnn, production of o iJ o r gas from the leased pRmisCS. aftu 
once obwned, should cease Jrom any cause. this te:uc: shall not tenninate ifLes.see commences additional drillin& or reworlc.ing opentions within sixty (60) days 
after such cessation, and this lease shalt rerruin in full force and effect for so long as such openl.ions continue in good faith and in woricm.anlilce manner without 
intem~ptions totaling moR than sixty (60} days. If sucb drilling or reworic:ing operations result in the production of oil or gas, the lease shall remain in full force and 
effect for so long as oil or gas is produced from the le:uc:d premises in paying quantities or payment of shut-in oil or ga.s well royalties or p;ayment of compcnsa!Ory 
royalties is made as provided herein or as provided by law. If the drilling or reworlcing operations result in the completion of a well IS a dry hole, the lease will not 
tcnninate if the LC$See commences additional drilling or reworking operations within sixty (60} dorys after the completion of the well a.s a dry hole. and this le= 
shall remain in effect so long as Lessee continues drilling or ~rlcing o perations in good faith and in a worlcmanlike manner without inturuptions totaling moR 
than sixty (60) days. Lessee shall give written notice to the General Land Office: within thirty (JO} days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, •well" me:lllS any well !haL bas been assigned a well number by the state agency ~vin.g 
jurisdiction over the production of oil and gas. If: at any time after the expiration o f the primary tcnn of a le;ue tha.t, until being shut in, was being main tamed .ID 

force and effect, a well capable of producing oil or gas in paying quantities is loc:u.ed on the leased pRmises, but oil or ga.s is not being produced for laclc of sua table 
production facilities or laclc o f a suitable marlc:et. then Lessee may pay a.s a shut-in oil or ga.s royalty an liTIOunt equal to double the annual R ntal provided in the 
le;ue, but not less than 51 ,200 a year for each well capable o f producing oil or g;u in paying quantities. lfPwapaph 3 of tlab lc:xsc docs 1101 speciE) sll•lay " 11" 1 

1AI9 WRf., ~•R · for the purposes o f this panyaph, the delay Rntal amount sh3.11 be one: dollar (S 1.00) pc:r acre. To be effective, e~ initial shut-in oil or gou royalty 
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must be pald on or before: (I) the apiratioa oflbc priawy ~rm, (2) 60 days afta the Lessee cases to produce oil or &as from the leased~ or (3) 60 days 
aft.cT lessee completes a drillinC or I'C'WOfkinC opcntion in xcorcb.oce with the lease provisioas; whichever dale is l&tcst. Such payment sh&ll be m&dc ooc-half(IJ2) 
to the Commissioner of the Geacral Lmd Office and one-balf(l/2) 10 the owaerofthc soil Iflhc shut·ia oil or ps royalty is paid, the lease siWI be coasidcred to be 
a producinc lease and the payment shall cx!eDd the tmn of the lase for a period or oae year from the end of lbc prinwy term. or from the first day of the month . 
followinc the month in which production ceased. aad, atla !bal. if no suitable productloa fxilities or suitable marlcct lot the oil or cas exisu, Les.see may extend the · 
lease for four more suc:ccsslve periods of one (I)~ by payinc the same amount each year on or before the CXDintioa of each shut-in yev. 

IS. COMPENSATORY ROYALTIES. I( durin& the period the lease Is lcept iD efi"ec:t by payment of the shut-in oil or ps royalty, oil or psis sold and . 
delivued La payinc quantities &om a wen locmd within ooc thoo:saad (1,000) Ret of the leased premises md completed in !be same produc:ia& reservoir, or iD my . 
case in which draiDa&c ~~" !be ri~t to coatinuc to mainQin the lease by payinc die sbut·in oil or ps royalty shall cease. but the lase shall remaiQ effcctivc: 
for the remainder of the yar- for which lbc royalty has bccD paid. The Lessee m.zy ma.inr.ain tbc lease for four more succasive years by l.e$sce P8Yin& ~ 
royalty at the royalty RIC provided ill tbc lease of the IDMlcct valoc of production from tbc weU ausinc the dnlna&e orwhicb is comple~d ia the same proch.u:inc 
reservoir and within one tbousmd (1,000) feet of the leased premises. 1bc: compcnsUOty royalty is to be pald monthly, ooc-balf'(I/2) to the Commissioocr of the 
General Utld Ol!icc and onc-balf'(l12) to the ownct of the soil, bqinninc oa or before the last day of the month foUowinc the month in which the oil or p.s is 
produced from the wdl ausinc the dralaacc or that is completed ia the same produclnc reservoir and loarl:d within one thousand (1.000) feet of' the leas(d premises_ 
If the compc:nsatOf)' royalty paid ia Ml'f 12-moath period is ia 111 amount less than !be annual shut-ia oU or ps royalty. l.asee shall P3Y an amouat equal to the 
di.1f'uence within thirty (30) days from lbe end of the 12-moath period. Compczua10ry royalty payments wbidl are DOt timely paid will accroe penalty and interest iD 
a.ceordance witb Parqnph 9 of this lease.. 'Noac of these provisiocs wiU relieve Lcsscc of tbc obliptioa of' reasonable dcvdopmcnt nor lhc obliptioa to drill ofrsct 
wells as provided iD Tens Natunl Rc:sourccs Code 52.173; b~,ll the dctz::nnlnatioa oftbc Commissioner, and with the Commissiona's written approval, the 
payment of COmpensatOry royalties CID smsty !be: obliption tD drill offici wells. 

16. RETAINED ACREAGE. Notwithstanding Ill)' pnmsioo of this lease to the contrary, after a well producing OC' c:apablc of producing oil or gas has 
been completed on the leased premises, l.e$sce shall c:xm:isc the diligence of a reasonably prodent opcntDr ia drillinc sud! additional well oc wells as may be 
reasonably necessary for the proper development of the leased premises and ia m.arkctinc the production thereon. 

(A) VERTICAL. In tl\c event this lease is in force and effect two (2) years atla the CXFintion date oftl\c primary or c:xtended tc:rm it shall then ll:nninan: 
as to all of the leased premises, EXCEPT (I) 40 aac.s surrounding C3cb oil well capable of producing in p.ying quantities and 320 acres S'WTO\Dldinc c:xh ps well 
capable ofproduciag in paying quantities (inclu:linc a shut-in oil or IllS well as pro'fldcd ia Paragraph 14 hereof), oc a well upon which Lessee is lbcn cncaged in 
continuous drilling or reworking opcra.tions., or (2) tbe number ofxrc.s included in a producing pooled ID!it pursuant to Tens Natural Resources Code 52.151-
52.153. or (3) such ~ater or ICSSCT number or acres as may then be al!OC2%ed for produc:tion purposes to a proration unit for eadl such producing weD under the rules 
and regulations of the Railroad Coaunission of Texas. or ury su=sor agency, or other govcnunetltal authority ll.avingjurisdiction. lf at any time aJ'tu the efi"ective 
date of the partial termination provisions bcreof; the applicable fidd rules arc c:hanced or the ~D or wells located thereon are reclassified so tJ\at less ac::ea.ge is 
thc:r=ftu alloc:aled to said well or wells for prodw;tion purposc.s, this lease shall thereupon tenninarc as to all. acn:a&e not thct=ftcr alloca.ted to said well or wells for 
production purposes. Notwithstandinc th.e termination of this lease as to a portion of the lands covered hcr.:by,l.essee shall nevertheless continue to have the right of 
ingress to and egress from the lands still subject to this !e:I.Se for all purposes described in Paragraph I hereof; together with easements and rights-of-way for existing 
roads, existing pipelines and other existing facilities on, over and across all the lands dcseribed in Paragraph 1 hen:of rthe retained lands"), for access to and from the 
reta.i~d~ds and for the: gathering or tn.nsportatioo of oil, gas and other minerals produced from the retained lands. 

• • • • •• 
• • • .(B) HORIZONTAL. ln the event this lease is iD force and effect twa (2) yc;us l1ter the c:xpintioo dat.c of the primary or extended term it shall further 

kmfi~\~ at to all depths below 100 feet below the total depth drillcl (hcn:ina.fta "deeper depths") in each weD located oa acn:age n:Uined in Paragraph 16 (A) 
above, • unless on or before two (2) yean attu the primary or cxttndcd 1em1 Lc:ssec pays an amount equal to one-half (112) of the bonus originally paid as 
consideration for this lease (as specified on page 1 b=f). If such amount is paid, this lease shall be in force and effect as to such deeper depths. and said 
terTT¥nMoB.mall be delayed for an additional period of two (2) y= a.ad so long thereafter as oil or gas is produced io paying quantities from such deeper depths 
covezf! ?I~ this lease. ·• 

• •••••• 
• (t) IDENllFICA TION AND FILING. The surface acreage retained hereunder as tD caclt well shall, as narly as practical, be in the forro of a square with 

the welt located in the center thereot: or such other shape as may be approved by the Commissioner of the General Land Office. Within thiny (30) clays aJ'tu partial 
terttVV~i!~fthis lease as provided buei.o., l.e$sce shall execuk omd record a release or releases containing a satisfactory legal description of the a.ac:age and/or 
depth! not ~tained bereiUlder. The recorded release. or a certified copy of same, slla.ll be filed in the General Ulld Office, accmnpan.iecl by the 61inc fee prescribed 
by the Get!dtal Land Office rules ia effect on the c!.ate the release is filed. lfl.e$sce fails or refuses to execute and record such release or releases within ninety (90) .. ,. . . 

days aner ing requested to do so by the General Land Office, then the Commissioner 3l his sole discretion may designate by written instrument the acrc:1ge and/or 
depths to be released hereunder and m:ord sud! instrument iSt Lessee's aperue ia the county or counties wbue the lease is loc:~ttd and in the official records of the 
General Land Office and such designation shall be binding upon Lessee for all pwposes. 

17. OFFSET WELLS. Neither the bonus. delay rental$, nor royalties paid, or to be paid, under this lease shall n:lieve ~ of'h.is obligation to protect 
the oil and gas under the above-described land &om being drained. Lessee. sublessee. receiver or other agent in control of the leased premises shall drill as many 
wells as the facu may justify and shall usc appropriate me:ll\S a.ad drill to a depth ne=saty tD prevent undue drainage of oil and gas from the: leased premises. In 
addition. ifoi1 and/or cas should be produced in commercial quantities within 1,000 feet of the leased premises, or ia any c=se where: the leased premises is being 
drained by production of oil or :as. the Lessee. sublessee, receiver or other agent in control or the le:I.Sed premises shall in cood fuith begin the drilling of a we: II or 
wc:lls upon the leased prerruses within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure 10 satisfy the stanrtory offset obligation may subject this lease and the owner of the 
soil's agency rights to forfeiture . Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applitable sta.tutory parameters satisfy the obligation to drill an otrsec well or wells required under this paragraph. 

18. FORCE MAJEURE. If, a.ft.cr a good faith ~!fort. Lessee is prevented from complying with any apress or implied covenant of this lease, from 
conducting drilling operations on the leased premisc.s, or from producing oil or gas from the leased p~.s by reason of war, rebellion, riots, strilci:S, acu 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 Le.sse: 
shaJJ not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall swpc~d the . 
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or producuon of otl 
or gas. 
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19. W ARRANlY a.AUSE. 1'bc owner of !be soil W31T31lts and agrees to defend title to the leased pr=Uscs. If the owner- of the soil dcf~ults in 
payments owed on the leased prcmisc:s. thcll Lc:s.scc IUY n:dccm the rights of the owner of the .soil in the leased pRI11iscs by payin1 any mort&age.. WtCl or other r 
on the leased premises. I! Lessee makes payments on behalf of the owner of the .soil uadcrthis p~ Lessee may m:nvcr the c:ostoftb.cse payments from ~ens 
renal and royalties due the owner of !he soil. 

. . 20. (A) PROPORTIONATE REDUcnON CLAUSE.. I! the owner oflbc: soil owns Jess thaD die entire undivided surfx.e cstaze in the above 
dcscnbCd land, whether or not Lessee's ilu=t is specified baein, then the royalties and rental ~ provided to be paid to the owner of the soil .shall be paid 10 him 
in the proportion wbicb his inll:re5l bars to die entire andividcd surface esWc and the royalties and rent.ll bucia provii:io:.d w be ~u w lhc Corrunissionc:r or the 
General Land Office of the State ofTcxas shalJ be likewise proportionately reduced. Ho~cr. before Lcsscc ldjv.su the royalty or rental due to the Commissioner of 
the Gcactal Land Office, Lessee or hls authorized rcprcscntltivc must submit to the Commissioner of the Gencnl Land Office a written stm:ment which explains the 
disc:n:pancy between the ipt=t pwponcdly leased under this lease and the iiCtUal inn:rcst owued by tbc owocr oftbc soil. The Cornmis3ioncr oftbc General Land 
Office shall be paid the v~uc o(tbc whole produetion allocable to any undivided ilucrest not covered by a lease. less tbc proportionate de-velopment and JllOductioa 
con allcx:able to such undivided interest. However, in oo event shall the Commissioner ofchc Gcncnl Land Office rco:ive as a royalty on the gross produc:tioa 
allocable to the undivided interest not leased aa amount less than the value of one-sixteenth (l/16) of such ~produetioa... 

(B) REDUCTION OF PAYMENrS. 1~ during Ule primaly tam. a portion of the laod coYCRd by this lease is included within !be boundaries 
of a pooled unit that has been approved by the School Lmd Board and lhc owncroflhc soil in ~with Nalllr'al R.csoutee:S Code Sections S2..151-Sl..IS4, or 
U: u any time after lbc: expiration of the primary term or the extended term. this I usc co vas a lesser nwnbct of acres than the total amouat described bcteia... 
payments thu arc made on a per ICl'C basis bcr=dcr shall be reduced ~rding to the number of aacs pooled, released, S11rTCDdcrcd. or otherwise scvcrcd. so 11w 
payments dc.tcnnincd oa a per ICl'C basis under me terms of this lc:asc durinc the primary tum shall be: calcullted based up<lO the aumbcr of acres outside die. 
boundaries ofa pooled unit, or, if after the cxpintion ofchc primaty term. the ownbcr of acres acnW.ly reuincd and covered by this lease. 

21 . USE OF WATER. Lessee shall have the right to usc water produced on said land ncccssary for opc:rations andcr th.is lease cx.ccpt Water from wells or 
tanks of the owner of the soil; provided. bo~er. Lcssee shall not usc pouble wucr or wucr suiublc: for Jivcnoc:Jc or irrigation purposes for wucrflood opcnlions 
without the prior co~nt of the owncr of the soil. 

22. AUTHORlZED DAMAGES. Lessee shall pay the: owner-of the soil for damages caused by its opauions to all personal property, improvements, 
livcstoclc and crops oo said land. 

lJ. PiPELINE DEPTH. When requested by the owner of the soil,~ shall bury its pipc:lincs below plow depth. 

24. WELL LOCA noN LIMIT. No well shall be drilled ncarc:r than two bundred (200) feet to my bouse or buu now on said premises without the 
written coascnt of the owner of the soil 

25. POLLlJTlON. In developing this area. Lessee shall usc the: bighcst degree of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing. pollution of coastal wetlands, nuural waterways. rivers and impounded water shall be: ~cntcd by the usc of containment facilities sufficient to prevent 
spillage. seepage or ground wat~r contamination. In the event of pollution. Lessee shall usc all means at its disposal to recapture all !:leaped hydrocarbons or other 
pollutant and shall be re$ponsiblc for all damage to public md private properties. Lessee shall build and maintain fences around its slush. sump, and dr.linage pill 
and •"b•aaeriCl so ;as to protect Jivcstoclc 3gainn loss, damage or injury; and upon completion or abandonmcot of any well or wells, Lessee shall fill and level all 
slush Tlit.f lnd ~liars and completely clean up the drilling site of all rubbish thctc:On. Lessee shall. while conducting opcr.Wons on the leased premises, keep said 
prCfii!~ of all rubbish. cans, bottles, paper cups or garbage. and upon completion of operations shall restore lbc: ~of the land to as ncar its original 
condi!!en ~d contourl as is pra.c:ticablc. Tanlcs and equipment will be lcc:pt painted and prcscnuble. 

• 
• • • • •t_6. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph. Lcs.sce shall have the right to remove rna.c:hincry and f.ixturcs plao:d by 

Lcssc.~-41\c leased premises, inchlding the right to draw and remove casing. wilhin one h1q1cln:d twenty (120) days after the cxpiruion or the tctmination oflhis 
lease: unlc:swbc owner of the soil gnnts Lc:s.sce an extension of this 110-day period. However, Lcs.scc may not remove casing from any well Qpable of producing oil 
and i:.S•itJ•~ying quantitic.s.. Additionally, Lessee may not draw and remove casing until after thitty (30) <Uys wriacn notice to the Commissioner of the Gcncnl 
Land Qffic:e and to lhc owner of the soil. The owner of the soil shall become the owner of any rn.achinerr, tixnu-cs, or casing which arc not timely removed by Lessee 
under the tqms of this pan.grapll. 

•••••• • • 
7.1. (A) ASSIGNMENTS. Under the conditions contained in this paragr.~ph and Paragraph 29 o( this lease.. the rights and Cltoue:s of either party to lhis 

leas Iff*'~ assigned, ia whole or in past, and the provisions of this lease shall cxtcod to and be binding upon their heirs, devisees, legal repn:.scnwivcs, suc:c:cssorl 
and assigns. However, a change or division in ownership of the land. rentals, or royalties will not enlarge tbe obligations of Lessee. diminish the rights. privileges 
and Cltat.cs of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any ac:t performed by Lessee. And no change or 
division in ownership of the land, rentals. or royalties shall bind Lessee for any purpose until thitty (30) days after the owner of the soil (or his heirs, devisees. legal 
rep~enWivCl or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original ~cortied muniments of title (or a 
ccnilicd copy of such original) when the owner1hip changed bec;ausc: ofa conveyance. A total or pan:iaJ assignment of this lease shall, to the c:xtcnt of the intereSt 
assigned, relieve and discharge Lessee of all subsequent obligations under this leue. lflhis lease is assigned in its entirety as to only part of the ac:rt3ge., the right and 
option to pay rentah shall be apportioned ;as between the several ownerl ratably, according to the area of each, and CailW"C by one or more of them to pay his share of 
the rental shall not affect this Jeuc on the part of the land upon which pro rata rentals arc timely paid or tendered; hoWCVCT, if the assignor or assignee does not file a 
certified copy of such assignment in the General Land Office before the next rental paying dale. the entire I~ shall taminate for faiiW'C to pay the entire renal due 
under Paragraph 3. Everr assignee shall succeed to all rights and be subject to all obligations, liabilities, and pcualtiC3 owed to the Sta.t.c by the original lessee or arrr 
prior assignee of the lease:, including any liabilitiCl to the State for unpaid royalties. 

(B) ASSIGNMENT UMITATION. Notwilhst;lnding any provision in P.uagraph 27(a), if the owner of the soil a.c~uircs this lease in whole or in patt by 
;assignment wilhout the prior written approval of the Conunissioncr of the General Land Offic:.c. this leue is void u of the time of assignment and lhc agency power 
of the owner may be forfeited by the Commissioner. An assignment will be treated u if it were made to the owner of the soil if the assigne1: 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 corpor.uion or subsidiary; 
(3) a panner1hip in which the owner of the soil is a partner or is an employee of such a pannc:rlhip; 
(4) a principal stockholder or employee of the corporation which is the owner oflhe soil; 
(S) a panner or employee in a pannerlhip which is the owner oflhe soil; 
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(6) a fiduciary few the owner oftbc soil; lncludinc but DOt limited to a panf~m, !niSfl:c, executor, ~r. receiYcr, or c:onsctvalor for the 
owner of the soil; or 
(7) a amity member of the owner oflhe soil or related to tbc oWDCr of the soil by marriqe., b lood, or adoption. 

28. RELEASES. Under !be conditions contained in this paragraph and ~h 29, l.csKe zuy at my time c:xccute and dcliYcr to the owner of !be soil · 
an~ plxe of record a release or releases coverinc any portion or portions of the leased pmnises. aad lbc:Rby S\ll'l'CDda this lease as to such portion or portioas, and be 
rel1eved of all .subsequent obliptioas as to ac:rea&e surrend~ Ifat~y part of this lease: Is properly ~d. the delay rental due under Ibis lease shall be reduced 
by !he proportion that the surrenderd ac:rea&e bears to the acreage which was covered by this lease i.mmaiia&ciy priot to suciJ sunc:ncicr, however, such release lrill 
not relieve I.asee ot any liabilities wb.ith may have ac:cruc:d under this lease: prior to thc SlllTCIIder of such aauge. 

29. FILING 0}\ASSIGNMENTS AND R.ELE.ASES. If all or any part o( this lase is assip:d or released. such assipunent or release must be ~ iD 
the county where the land i.s situated. md thc recorded instrument. or a copy of thc r«<rdcd iDstrumcnr ~d by the County Ocri: of the county iD which the 
insuumcnt Is n:eordcd. must be: filed iD the General Land Office within 90 days o!thc last execution dall: xcompanjcd by the presaibc:d tiline fee. IC any suc:la 
assipunct~t is not so filed, thc righa ac:qu.iRcl under this lease shall be subject to forfcillln: at tbc option ofthc Cocnmissloncr of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisioa.s pertaioinc to the lease: o(tbc above-dcscribc:cflmd have bc:cn iDcluded in this iostnunent. includinc the 
stl.1emc:D1 of the IJUe consideration to be: paid for the execution of this lease aod the risJu:s IDe! dudes of the parties. Ally coiJalcral ~IS conc:cuinc tbc 
devclopmcol of oil and ps from the leased premises which .-e oot con tamed iD this lease n:Dda this lease iDYalid. 

31. FIDUCIARY DUTY. lbe owner of the soD owes the State a fiduciary duty md must 1Wiy disclose aay facts affi:ctinc the State's interest in the leased 
~mises. When thc intcresiS of the owner of the soil con.Qia with those: of !he Swe, the owner of the soil is oblipttd ID put the State's interests before his pcr$OI1al 
IDI:en:.SU. 

32. FORFEI11.JRE. If Lessee shall £ail or refuse to malcc the payment of any sum witbiD thirty days afti:T it becomes doe, or if Lessee or an authorized 
agent should knowingly make any fal.sc return or false report concern inc produc:tioa oc drill inc. oc if Lcssc:e shall fail or retuse to drill any offiet wen or wells in zood 
faith as required by law and the rules and regulations adopted by the Corrunissione:r of the Gcnenl Land Office, or if Lessee should filii to file reports in the m1n0e:r 
required by law o r fail to comply wilh rules and re&UJations promulgated by the General Land Office, the School Land Board, or the ~lroad Commission, or if 
Us3~ should refuse the proper authority xc:ess to the records pertaining to opcralions, or if Lessee or an authorized agent should knowingly fail oc refuse to cive 
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a corn:c:t log of any well. or ifl.c:ssce shall knowingly 
violate any oflhe material provisions of this lease., Of' if !his le:.se is assigned and the a.s3ignmc:nt is DOt filed iD the Gc:ncr.LI Land Office as required by law, the rights 
acquired under this lease sba.ll be subject to forfein.tre by the: Commissioner, and be shall forfeit same when sufficiently informed of the facts which authoriu a 
forfeiture, and when forfeited the area sba.ll again be subject to le:lSe under the tams of the Relinquishment Ac:t. However, nothing herein sball be construed as 
waiving !he automatic termina.tion of !his lease by operation oflaw or by reason of any $pCCW limitation arising bc:n:under. Forfeirures may be set aside and this 
IC3.Se and all rights !hereunder reinstated before lhe rights ofanolher inte:rvene upon satisfaaory c:vidence ID lhc Commissioner of the Gcne:ra.l Land Office of .furun: 
compliance with the provisions of the Jaw and of this IC:lSe and the rules and regulations !hal may be adopted relative hereto. 

33. UEN. In accordance with Texas NattlTal Resources Code 52.136, the State shall have a first lien upon all oil and r;as produced from lhe area covered 
by thi~ew to secure payment of all unpaid royalty and ocher swns of money thaL may become due Wider this le:lSe. By lJC(Xptance of !his le:lSe_ Lessee grants !he 
Statc:'ijl~gltion to lhe lieo provided by Texas Narunl Resources Code 52.136 and any other applicable starutory lien, an apr= cona=tuallien on and seeurity 
inteJ'e$1 ~aJIIcased minerals in and extracted from the leased premises, all proceeds whieh m2)' a.eaue to Lessee from the ule of su.eh leased miner.Us, whether such 
proc~i\ ln:~cld by Us3ee or by a third parry, and all fixn1n:.s on and improvancniS ID the lased premises used in COMection with the production oc processing of 
such le~ed minerals in order to secure the payment of all royalties or other amcnmts due or to bea>mc: due tmder Ibis le:ase and to =payment of any damages or 

loss that Lessor may suffer by reason of Lessee's bre:s.ch of any covenant or condition of this 1=. whether apr= or implied. This lie.n and security interest may be 
forec£0sU With or without court proc:.eed"mgs in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Comm-.s5rooer may require Lessee to execute and record such instruments as may be reasonably nea:ssazy ID aclcnowledge., a.aach or perfect this lien. Lessee ben:by 
rep~W$,~ tbc:re are no prior or superior liea.s arising from and relating to Lessee's activities upoo the above-<lesaibc:d property or from Lessee's acquisition of 
this Ieise. ~ould the Commissioner at any time determine thatch is n:prcsetU:Ition is not true. then the Commissioner may declare this lease forfeited as provided 
herein. • 

• •••••• 
• 34. POOUNG. Lessee is hereby granted lhc ricbt to pool or unitize lhe royalty interest of the owner of the soil under Ibis lease wilh any other leasehold 

or mfffl ~erest for the exploration. development and production of oil or ps or either of !hem upoa the same terms as shall be approved by the Sehool Lmd 
Board~d tl1t Commissioner oflhc General Land Office for the pooling or unitizing of the interest of the State under this lease punuant to To: :as Natural Resources 
Code S2.1SI-52. 1.S3. The owner of the soil agrees that the inclusion of this provision in Ibis lease satisfies the execution requirements stated in Texas Narur.ll 
Resources Code 52. lSi. 

35. INDEMNITY. Lcs.see hen: by releases and discharge.s the State ofTeus aEd lhe ownc:r of the soil, their officers. emp_loyees, partners, agents. 
contractors, subcontractors, g1.1ests, invitees, and !heir respective successors and a.s3igns. of and from all and any actions and c:auscs of action of every nature, or olhet 
lwm, including envirorunental harm, for which recovery of damages is sought, inc:ludinc, but oot limited to, all losses and expcoscs which are ca.uscd by lhe 
activities ofl..cs.see., its officers. employees, and agents arising out ot: incidental to, or resulting from. the operations of or for I...cssee on the leased premises 
hereunder, or chat may arise out of or be oc:c::lSionc:d by Lessee's bre3cb of :IllY of the terms or provisions of !his Agreement, or by any other negligent or strictly liable 
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and bold harmless the State of Texas and lhe owner of the soil, 
their officers, employees and agents. their suc:c:essors Of' assigns, against any and all claims. liabilities, losses, damages, actions, pcnonal injury (inc:luding deuh), 
cosu and expenses. or other bann for which recovery of damages is sought, UDder any lheory including tort. contract. or strict liability, including anomeys' fees and 
other legal expenses, inc:Juding those related to environmental hazards, on the le:ased premises or in any way related to Lessee's failure to comply with any and all 
environmental Jaws; chose arising from or in any way related to Lessee's operations or any other of Lessee's activitie.s on lhe leased premises; those arisinr; from 
Lcuee's usc of the surface of the leased premises; and chose that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement or any ocher act or omisSion of Lessee, its directors, offi~rs. employees, partners. agents, contractors, subcontractors, guests, invitees, and their respective 
successors and assigns. Each assignee of this Agreement, or an interest therein. agrees to be liable for, c:xoner.u.c, indemnify, de fend and hold h:umless the State of 
Texas and lhe owner of the soil, !heir officers, employees. and agents in lhe same m:IMer provided above in coMection with the activities of Lessee, its offi~n. 
employees, and agents as de.scribed above. EXCEPT AS OTIIERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE Il'-1>E~lNili' OBLIGATIONS 
AND\OR LIABILITIES ASSUMED UND ER TIIE TERMS OF THIS AGREEMEi"'T SHALL BE WrniOUT LIMITS ..\,''11> WrniOUT REGARD TO 
TIIE CAUSE OR CAUSES TIIER.EOF (EXCLUDING PRE· EXISTING CONI> mONS), STRICT LIABILITY, OR THE NEGLIGENCE OF .AJ'IY PARTY 
OR PART IES (INCLUDING TIIE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHEtHER SUCH NEGLIGENCE BE SOLE, J OINT, 
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36. ENVDlONMENT Al.MAZAlU)S. Lessee shall use the highest dell" oC c:are and all reasooable .safe pards to pre-vCllt c:cntamizwioa or po~ ~ · · 
any envlronmeuta! mecfium. blcludin& soil. surface W2terS, pounctwuer. sedimear:s, and surf;Jce ~.subsurface stn1a. ambient air ot my otbct cuvironmeaza! Jncdi 0 

• 

iJI. oa_. ~t Wider, the leased premises, by uy waste, pollaunt, ot c:cntaminaut. Lessee sh&ll not brin& ot permit to remain on the leased premises any as~ llnl 
coawmn&l1llltclWs., explosives, toxic mau:rials, or .substaDccs reJUiaud as b.anrdous wastes. hanrdous DWcrials, haz:ardous sub5u.Dc:a (as the tam -lhatcfous 
Su.bsunce'" is defined in the Comptehensive Envlroamcnw JWponse. Compenutioo and Liability Act (CERCLA). 42 U.S. C. Seetioas 9601, ct seq.). ot ltlxic 
substances under my (eden!, state. or local law ~ rquJUioa ("Hazardous MatcrWsj, except ordinary products coiMIOaly used ia c:crmedon witb oil aDd ps 
cxplonlioa and development operations and ston:d iD tbc usmJ manner and qundtics. LESSEE'S VIOLATION OF THE FOREGO~G PROHIBmON 
SHALL CONSTrn.rrE A MA TERlAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNL:FY, HOLL HAR."Il.ESS AND 
D En:M> THE STATE OF TEXAS A. 'I'D THE OWNER OF THE son. FROM AND AGAINST ANY Cl.A1MS, DA..\iAGES. JUDGMl:NTS. P&'Ul.nt:s. 
LIABILITIES. AND COSTS (INCLUDING REASONABLE A1TOR."4EYS' FEES AND COURT COSTS) CAUSED BY OR ARlSING OUT OF {I) A 
VIOLATION OF THE ~OREGOING PROHIBmON OR (D) THE PRESENCE. REl.EASE. OR DISl'OSAL OF .A.'N HAZARDOUS MATElU.AI.s ON 
tiNDER. OR ABOur TRE LEASED PRL\fiS£5 DURING LESSEE'S OCCUPANCY OR CONl'ROL OF THE LEASED PROOSES. LESSEE SHALL • 
CLEAN UP, REMOVE, RL'\I:EDY Ai'iD RD' A.IR .A.'N SOIL OR GROUND WATER CONT.A."fiNA TION A.."4'0 DA.."wUGE CAUSED BY THE 
PRES~ a; OR RELEASE OF ANY HAZARDOUS MA TER.IA1S IN, ON. UNDER. OR ABO liT THE LEASED PRDOS£5 DURING Ll:.Ssi:E>S 
OCCUPANCY O F THE LEASED PRDCS£5 IN CONFORMANC: WITH THE REQtmu:.~ OF APPUCA.Bl.E LAW. THIS 
INDEMNIFICATIO N A.."4'0 ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, UABn.rrY FOR RESPONSE ACTIONS VNDERT A.I<E:"( 

PURSUANT TO CI:RCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGUI.A T.ION. LESSEE SHALL u.L\IEDIATEL Y GIVE THE STATE OF 
TLUS AND THE OWNER OF THE son. WRJTI'L"f NOTICE OF ANY BREACH OR SUSPECTED BREACH OF TBlS PARAGRAPH. UPON 
LEAR.'IIING OF THE PRESENCE OF ANY HAZARDOUS MATERLU.S. OR UPON REC:IVING A NOTIC: FROM .A."N GO~'I'MD't"TAI. · 
AGENCY PERTAINING TO HAZARDOUS MATERLU.S WHICH Mit. Y AFFECT THE LEASED PRE.'\iiSES. THE OBUGATIONS OF LESSEE 
H..EREUNDER SHALL SlJ"RVIVE THE EXPIRATION OR £ARLIE.R TER..\DNA TION, FOR ANY REASON. OF THIS AGREL\iENI'. 

37. APPUCABLE U.W. This lease is issued under the provisioas oCTcxas Narunl R..eso~ Code 52.171 throuch 52.190, c:cmmoaly lcnowa u the 
R.elinqui.thment Ac:t. and other applicable su.rutes and amendments thereto, and if any provision ia this IC3SC doa not c:cnfonn to these SUDJtcs, the swutes wiU 
pre-vail over -rr nonconfonnin& lease provisions. 

J8. EXECUTlON. This oil and ga.s lease must be signed and ackrnlwledged by the Lessee befon: it is tiled ofrecotd iD the county ~otds and in the: 
General Land Office oCthe State oCTcxas.. Ooce the filinl requirements found in P~h 39 oCthis lease have been satisfied, the c1fec::tive ~of this !usc shU 
be the date found on Page: I. · · 

J9. LEASE Fn..ING. Pursuant to ~ta 9 of the: Texas Business and Commc.rce Code. this lease must be filed oCn:cord in the office ofth~ County 
Oerlc in any county in which all or any p.an oCrhe 1~ premises is IOC3ted. md ccttilic:d copies thereof must be filed in the ~cral Land Office. This I= is not 
effective: until 3 ccniiied c:cpy oCthis lase (which is m;Jcfe and certified by the County Clc:rfc from his realtds) is filed in the General Land Office in xcordanc:: with 
Tc:xu N:uural Resow= Code 52.1&3. Additionally, this lease shall not be binding 11p0n the SWJ: uniCSl it recites the 3ctUal and lnlc: c:cnsidcr.uion p:lid or promised 
Cor execution of this lese:. The bonus due the Swe and tbc_pn:.sc:ribed filing r~ shal~ acc:pmpaay such cc:rtificd c:cpy to thc:.Geflc:ral Land Offic:e. 

* See Exhibit "A" ~~hed for add1t1ona1 lease prov1s1ons . 

• •.••• ~z1~~~ 
••• 
•••• • • • •• • 
• 

•••• • • •••• 
• •• •••• • • 

LESSEE 
BY: Clay Johnson 

liTI...E: I 

; 0 -;;!- 9£ DATE: 

{;~A%2~~bert W. Debo1t, 
Pr~i~~nt o _ Meeker nvestments, Inc. 

03te: 1t --1 ~n 

J.J. 
Date:: __ __.-"---'----''-""----------

STATE OF TEXAS 

BY: ________ --:----:::-------
Individually and u :~.gent fot the: St.:uc oCTc::us 

Tax ID:t 
0~=---------~-------

STATE OF TEXAS 

BY:~~~~--~--:---:----:-=------­
Individ\WJy and u agent for the: Swe ofTcxas 
SS# 
0~=---------------------------------

True and Correct 
copy of 

Orig inal filed in 
Reeves County 

Clerks Office 



, ... 
STATE OF ____________________ _ 

(CORPORATION ACKNOWl.EDGMENn 
COUNTY OF _________________ __ 

BEFORE ME. die lltldcnip:d authority, oa this clay personally~'-----------------------------------
knowniO me to be the person wbo.sc a.amc is subscn"bcd to !be ~roiDc iasuumcnt. as. _____________________________ __;of' ~. 

-=--:-:------:--.,..---,-------------,---.,.....----.,.-.,.....----:--:---:--::--:-:--~ ackDowicd&ed 10 me diu be CXCQitcd the same . ! 
for tbc purposes and co~ lbcn:iD c:xprc:sscd. ia !he C3paeity stated. md as the .a md deed or said~ . 

Given under my hand and sc:aJ of office this the. ___ __;cUr of __________ __,- 19 __ • 

No=y Public ia and for _____________ _ 

STATE OF Sca\e Q\ Ce\\1om\~ (CORPORATION ACKNOWl.EDGME:NT) 

cotMIY dWunty of san Diego 

BEFORE ME. dleUDdenicned authority, oa this cby ~aally appeared Robert W. Debolt 

known 10 me to be the persoa whose name is subscn"bcd to tbe ton:roia& instrument. as. ______ _...p.,.~r..JeE;O.;;:sa..i~.,;d~.~..~:e:.;nL.L.Iot.__ __________ ,or 

-:--.-----~K.:..:e..:e;Jc.:..:e..,.r..:_..:I:_n;..:_v_e::...=s...:t_m_e_n_t_s_:_, _I_n,_c_. ---,---,---,----,:-:---:---:---:-:--llld aclclowledged 10 me thai he executed the: 3amc 
for the purposes and c;onsider.llion tb=in expressed, ill the~ stated. and as tbc: aa and dec{f of laid _corporation. 

Given under my hand md seal of office lhis the / - . day oC cQ~ ~-

•••• 

r t~e,£i:· ~ ..••.... :. .•• ELSIE COST~ ....>::~""""'""""&:'""""'-<"---=""""""""=""'=----
~ / ~-~l -1·. ·~ COMM.I- 1039622 z Notary Public ia and fiin~~~q 0~ C\:1\i,~.;i";.~~ 
z , .:Q.> ~l~' No!o:y Puoiic - Cchfomio ~ · ,-. 

11 
• 

1
- . , 

z . . _.I., • · SI\N O:EGO COUNTY ~ County Ot .;-!' -' , . 

.}1 ••· •• '. My Comm. Expues rv1AR 27. 1999 ( 

Jooov++oeeooqo.{ (INDIVIDUAL ACKNOWLEDGMENT) 

• •• ·a~orc me. the undc.nigned :.udloricy, oa this day personally appe=d, __ ..:J:.....:...·.::J..:•:...,_.:.K:.:e=e:.:.k.:.e=r:...;,:;._..:I:.:n=d:.:i:.:v.:...:i:..;d=.::u:.:a::.;l=.::l:.:Y!..._ ___ _ 
• 

lcnown .__ 10 be the persons whose names arc subscribed to the foregoing instrument. and acknowledged 10 me thai they cxec:uu:d the same for the purposa and 
c:onsic!~·therein c:xpr=ed. ~ .• 

•! • "~en under my hand and seal of office this the J ..- day of ~ . 19·--~...'Z_~t,__-
• 
. . 

•••••• • • 
• •••••• . •......:---

ST A iE OF ft{)f; 
COUNTY OF mt cU.a.Mo{ 

~:;< ~:t;;: 
0 *l 

z Nowy Public in and for State of caliiomla 
~ County of Sin Diego 

(INDIVIDUAL ACKNOWLEDGMENT) 

lcnown 10 me to be the pemJns whose names are subscribed to the foregoing instrument. and a.c:knowledged !0 me that they executed the same for the purposa and 
c;onsidcnuion therein cxp=ed. 

Given under my hand and se:ll ofoffjce this the, __ _.:;2:...._ ____ day of {)C/zJ~ 19 tJ t 

~~~ MONICA MARLOWE 
IR~~~ NOTARY PUBLIC 
\-;.\ ~)~'/ State of Tex8s 
~~ Comm. Exp. 10-30~ 

~~ 
Nowy Publ ic in and (or ___ z_~--'---------

True and Correct 
copy of 

Original filed in 
Reeves County 

ClerKs Office 
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"EXHIBIT A" 

Attached to a nd made a part of O il a nd Gas Lease 
da ted A ugust 19, 1998 by and between Meeker Investments, Inc., by 

Robert W. Debolt; President a nd J. J . Meeker, Individua lly, as 
own er of the soil, and Clay Johnson, as Lessee. 

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

2. Lessee shall notify 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 will bury and maintain all pipelines and electrical transmission lines 18 inches 
deep below the surface of the ground. 

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

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

7 . • J'JQtwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not 
• . ~-oJ~te any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil 

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

8. ·~e\see further agrees to maintain all drill sites and other portions ef the surface used or occupied by Lessee, its successors or 
• : e~!~ns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional 

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

• 9: : Ur~n written demnnd by owner of the soil, Lessee sha ll build and maintain fences around its slush, sump and drainage pits nnd 
•• l'tll~ batteries to protect livestock against loss, damage or injury; and upon comp letion or abandonment of any well or wells, 

• Les~ee 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 a ll or any part o f this lease is assigned, released, pooled or unitized, Lessee agrees to furn ish the owner of the soil with a copy 
of any such document. 

12. Lessee agrees to notify owner of the soi l prior to drilling any wel l and upon completion 
or plugging of any well . Owner of the so il can make reasonable inquiries with Lessee 
regarding dril l ing information . 

"· - ........ .. ., 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Offic~e 
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GCDenl uad Office 
Rellaqoisbmar Acr Lu.se Form 
RtviRd, September 1997 

\ on. AND GAS LEASE 

TIDS AGREEMENT is made md entered i.atD this 19 day of August 19.9..ft..__, between !he State ofTc:as, acting by md through its 
agent. Julian Wade Meeker, Daniertl111 Meeker and J,ayrence Rj 11 Meeker, 

Trustees uwo J I R I Meeker for J,j feti me Benefj t of I. H Meeker 
6300 Ridglea Place. Suite 1008. Fort Worth, Texas 76116 saidagcnt 

(Give ~l'Jil.3tlent A.ddr:c3s) 
hen: in referred to as the owner of the soil (wbctbc:r one or more), and, __ t;~~:-; aa~y '~":"J::....:o~ hri:::.:;:s=-:o;:-::n:,_:::---;-:---~~-------

2 Q3 W. Wall I Suj te 800 or 
H1 dland~ TX 79701 

(Give P=nt Addzos) 
bc=inaft.cr cal Jed Lessee. 

1. GRANTING CLAUSE. For md in CQnsidcrztjon of the 311l0unts staled below md ofthc covenants 31ld agreements to be paid. kept and performed by 
Lcsscc: under this lease, the Sw.e ofTc::us aa.iog by and through the owner of tbe soil, hereby p-mts. leases and lets unto ~ for the sole and only pmpose of 
prospecting and drilling for and prodw:ing oil and gas, laying pipe Ji.ac:.s. building Wlks, Slllring oil and building power swions., telephone lioe.s and othc:r stNcturc3 
thereon, to produce, save, take c:arc o( tt=t and transport sa.id producu of the lease, the foUowing lands siruau:d in Reeves Ccuncy, State 
ofT cx:as, to-wit: 

••• • • • 

Block 59, Public School Land Survey 

Section 43: 
Section 44: 
Section 45: 

All 

All 

All 
con~~~·it--=1...!:,_:9::..=2..::0:,__ aaes, more or ICS3. The bonus consider:Uion paid for this I= is a:s follows: 

• • • •• • 
• 

•••• • • .... 
• •••••• • • 

• 
• •••••• 

To the St:ue ofT=:. __ S~e'-"y~e~nL,_T~bl..l.o"-'u~suoaunu...l.old--'aOL.Un..l.d~....,NU.i.o'-'/'--LJ ,...Ou.O.~....-=-;..;:-:...;-=-..c:-:...;-.:....::.-..::-:...:-:...;-;.:;..,;:.c-:...:-:...;-=-'-'-:...;-_-_-_-_-_-_--'----------'-­
Dollars (S. __ ..._7.L,~io ..... o .... o~. o ...... o _ _.J> 

To the owner of the soii ::....,.,.::S::.e:;.,;v~e;;;.:n~T;.:.;h:..:O::,U::.::S:..:a:..n:..:.::d:...._.:::a~n.:..d::::.......:.N.:..O::::....!./-'l::o...:::O..:.O::..-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_ 
Dollars (S 7 1 00 0 . 00 ) 

Total bonus considc:ratioa :,__,....::F,..:o::.,u~r,..:t::..:e::..e~n:........T!...h.:..:.:::o..:.u:..:s:::..:::a~n:...:d::___.::=ac.!.n:...:d::___.:..::N~o:..~./~l..::::O....::O:....-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_ 
Dollars (S. __ ..... l.=l4w~wO.L.lO'-L.UO.A • .l.<Ou..O.__~> 

• • I 
The total bQnus consideration pa.id repr=ts ~bonus of,...,.,.._..:F,..:i::..f"ti-.:!y!....n?arn::..d=-...:N..:..o::...:..71:...0=-=0--_-_-_-_-_-"'-"-"---------------_-_-_-_-_-_-_ 

...... Dollars(S 50.00 )peraae. on 280 neta.c:rcs. 

2. TER..\-1. Subject ID the other provisions in this leas~. this leJSe shall be for a term of Five ( 5 ) years from this da.t.e 
(herein called "primary term") and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. 
As used in this lc:a.sc, the tenn "produced in paying quantitie.s" meOlll.S that the receipts from the sale or other authoriz.ed commcn:iaJ use of the sub.sunc:(s) ~'lertd 
exceed out of poc"et operational expenses fur the six months last past. 

3. Delay Ren1als: If oil or gas m paying quanuues IS not being produced from the premtses on the lim anmversary date of thts Lease and there are then no dnlling 
operations bcmg conducted on the prcmtses, then ll11s lease shall term mate unless. on or before such anmversary date, Lessee shall pay, 'II dtrectly to the o"ner of the soil 
and a like amount patd or tendered to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a delay rental in 
the amount specified in the following schedule multiplied by the number of acres then covered by this lease, which pa)'ment, when umcly made. shall contmue this lease for 
a period of one ( I ) addnional year. In hke manner and upon payment of the amounts set out in the following schedule, this lease may be further conunue for successive one­
year periods during l11e primary tem1 of this lease provided that payment is made on or before the anniversary date 

Anmversarv Date Delav Rental per Acre 
Fim S 100 
Second S 1.00 
Th1rd S 16.67 
Fourth S I 6 67 

True and 60rreet 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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4. PRODUCTION ROYALTIES. Upon production of o il and/or gas, Lessee 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 General Land Office of the State of Texas, at Au.stin, Texa3, and one-half ( 112) of such royalty to the owner of 
the soil: 

(A) on.. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as all 
condensate, distillate, and other liquid hydrocarbons rewvered from oil or gas run through a separator or other equipment, as hereinafter provide4, shall be 

3/1 6 \ 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 (0 be dctcnnined by I) the highest posted price, plu.s premium, if any, offered or paid for oil. condensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the gc:naal area where produced and when nm, or 2) the highest marlcct price thereof offered or paid in the 
ge.neraJ area where produced and when run, or 3) the gross proceeds of the sale thereof; whichever is the greater. Lessee agree3 that before any gas produced from the 
leased premises is sold, used or p&"OCeSSCd in a plant, it will be run free of cost to the royalty ownc:n through an adequate oil and gas separ.uor of conventional type, or 
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the: gas by such means will be recovered. The requimncnt that such {as be run 
through a separator or other equipment m2Y be waived in writing by the royalty owners upon such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and g~ous substances not defmed 
as oil in subparagraph (A) above, produud from any wcU on said land (ex£CP( as provided herein with respect to gas processed in a plant foe the c:xtraaioo of 
gasoline, liquid hydrocarbons or other products) shall be 3/16 part of the puss production or the market value thereof; at the option of the 
owner of the soil or the Commissioner of the Galen! Land Offic.:, such value to be based on the highest market price paid or offered for gas of comparable quality in 
the gc:ncral area where: produced and wbcn run, or the gross price paid or offc:rc:d to the producer, whichever is the greater, provided that the maximum pressure base 
in measuring the gas undu this lease shall not a.t any time e.x=d 14.65 pounds per sq= inch absolute, and lhe standard base tcmpc:rarurc: shall be sixty (60) 
degrc:e3 Fahrenheit, c:orrectioo to be made for pressure according to Boyle's Law, and for specific gnrvity according to tests made by the Balance Me !.hod or by the 
most approved method oftQ.~g being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas p=sscd in a gaso line plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be 3 /1 6 · part of the residue gas and the liquid hydrocarbons cxtractcd or the marlcet value there: o f; at the option of the 
owner of the soil or the Commissioner of the General Land Office.. All royal tic due hcrc:in shall be based on one hundred percent ( 1 00%) of the total plant 
production o f n:siduc gas attributable to gas produ~d from this lease:, and on fifty percent (50%), or that pc:rccnt accruing to Lessee:, whichever is the gfca.t.er, of the 
total plant production ofliquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are rec:overed from gas pro=ed 
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an in terest, then the pcn:entage applic.:lblc: to liquid hydroc.3rbons shall be fifty percent (500!.) or 
the: hig.hct percent accruing to a third party processing gas through such plant under a processing agrc:=cnt negotiated at arm's length (or if there is no such third 
P~. ta• highest pcrccnc then being specified in pro=sing agreements or contracts in the industry), whichever is the gre:ucr. The respective royalties on residue gas 
and ga 1iQaid hydro.:ar!Jons shall be determined by I) the highest market price paid or offered for any ps (or liquid hydrocarbons) of comparable qu.ality in the 
gcn~t';vea. or 2) the gross price paid or offered for such residue g.a.s (or the weighted aver:~ge gross selling price for the rc::>pcctivc grades o f liquid hydrocarbons), 
wh+cJli' "r!is the grc:ucr. In no event, however, shall the royalties payable under this paragraph be less than the royalties "Nhich would have been due had the gas not 
been p:occsscd. 

• • • • • (D) OTiiER PRODUCTS. Royalty on c:llbon black, sulphur or any other product~ produced or manuf3ctured from gas (excepting liquid hydrocarbons) 
whc~U s•a.id gas be "casinghead, • "dry, • or any o ther gas, by fractiona ting, burning or any other processing shall be . 3/1 6 pan of t.be 
giOA~"~ction of such products, o.r the: marlcct value thereof, ar the option of the owner of the soil c r the Commissioner of the General Land Office, such market 
va.lutto be• determined as follows: I) on the basis of the highest market price o f each product for the same month in wltich such product is produced, or l ) on the: 
basis r!f the average: gross sale price of each product for the same month in which such products arc: produced; whichever is the gre:w:r. 

J f7 ••• •• : 
L't • !>. MJNIMUM ROYALTY. During any year after thcr. <;~Ptp~on of t.bc primary term of this lease, if this lease is maintained IJy production, the royalties 
I paid underV1is lease in no event shall be Jess than an amount equal to the total annual delay rental be-rein provided; otherwise, there sha.il be due and payable on or 
~bef~~ •tJ!c"'-st day of the month succeeding the anniversary date o f this le3Sc a sum e qual to the total annual rental less the amount o f roya.lties paid during the 

preceding year. lfParag~aph 3 of this lease does not 5pcei:.') a del a) rcnl:lll~~mettnl; !hen for the purposes of this paragraph, the delay rental amount shall be one 
dollar (S 1.00) pe r acn:.. 

6. ROYALTY IN KIND. Notwithstanding any o ther provision in this le:!.Sc:, at any time or from time to time:, the owner of the soil or the Commissioner 
of the: General Land Office may, at the option of either, upon no t Jess than sixty (60) days ooticc to the ho lder of the lease, require thar the payment of any royalties 
accruing to such royalty owner under this lease be made in lcind. The: owner of the: so il 's or the Commissioner of the Gcnc:r.l.l Land Office's right to take its royalty in 
kind shall not diminish or negate the owner of the soil's o r the Commissioner o f the General Land Office's rights or Lessee's obligations, whether e;o:p rcss or implied. 
under this lease. 

7. NO DEDUCTIONS. Les.sce agrees that all royalties accru ing under this lease (including those: paid in kind) shall be ~thout deduction for the cost of 
producing, gathering, storing. sep31'3!ing. tre:uing. dehydrating, compressing. processing, transporting. and otherwise malcing the oil, g3S and other products 
here:mder n:.ady 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 shal l be payable on any gas as may represent this le3Se's p roportionate share o f any fuel u.sed to 
process gas produced hereunder in any processing planL Norwithsunding any other provision o f this lc3Se, and subj ect to the written consen t o f the owne r of the so il 
and the Comm issioner o f the General Land Office, Lessee may recycle g3S for gas li ft purposes on the le 3Se d premises o r fo r inj ection into any oil or gas producing 
fonnation underly ing the leased premises after the liquid hycroc:l.rbons c.on~c:d in the gas have been removed; no royaltie.s shall be payable on the recycled gas 
unti l it is produced and sold or used by L:ssc:c in a manner which enritles the royal ty owners to a royalty under this lease . 

9 . ROYALTY PAYMENTS A."'D REPORTS. All royalties not taken in kind shall be paid to the Comm issioner of the: Gcnenl L.and Office at Austin, 
Te xas, in the fo llowing manner. 

Pa~mcnt of royalty on production of oil and gas shall be as provided i;- ;he rules set fort.'! in the Texas Register. Rules c urrently provide that royalty on oil is due 
and r:1u.st be received in the General Land Offi~ on or before t.be 5th c!ay oi the second month succed ing the month o f production. and royal ty on gas is due_ and 
must be rece ived in the General Land Offi~ on or befor: the 15th day of the second month succeeding the month of production, acwmpanic:d by the affidavtt o f the 
owner, man ager or othe r authori zed agent. completed in the: form 3.11d manner prescribed by the Gcncnl Land Office and showing the gross amount and disp?siti~n. of 
all o il and gas produced and the: market value: of the: oil and gas. toget.bcr wit.b :1 copy of al l documents, records or re ports confirming the gross production. dtsposau on 
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and marlcet value includinc cas mcu:r readings. pipcJi.oc receipts, 1as line receiplS &Dd other chcl:lc:s or' mcmon.nda of amount produced and put into pipelines, tanla. 
or pools and &as lines or &as stoR&C, and any otha repotts or reeon1s which the Gczlcnl L&od Office may require to verify the &JOSS production. disposition and 

' marlcct value. In all c:ascs the authority of a ~ 01' qent to act for the Lcs.scc bcrein must be filed ill the Gcncnl Land Offiee.. Each royalty p&)'Dienl shall be 
accompanied by 1 checlc stub, schedule, summary 01' ochCI' remittance advice sbowillc by the asslped GeDenl Lmd Office lease num~ the amount of royalty be· 
paid 011 each lease. If Lessee pays his royalty 011 or before thirty (30) days after the royalty pc;,-m=: ~~ c!:.~. !!1~ !...c;ssee ~ a ?m•lry of 5% on the royalty "or IDC 
$25.00, whichever is crearer. A royalty pl}'mCDl which is over thirty (30) cb)'J lace shallacauc 1 pauJty of lG--' of the royalty due or $2.5.00 whlcbnu- is cr=cr. 
In addition 10 a penalty, royalties sballaca\le illtcrest • a rate of J:r-' per yur; such int&:rest will bqiD acauin& when the royalty is sixty (60) days overdue. 
Affidavits aad supportinc .ocumcnts which arc not tiled when due shall inc:ur a peualty iD aa amollllt set by lbe Gcnenl Land Office admioistnlive rule which is 
effective on the dall: when the affidavits or supportinc documents were due. 1be Lessee sbaiJ bear all responsibility for paying or causiD& royalties to be paid as 
p=ibed by the due d• provided herein. hymezJt of the delioqQCDC)' penalty shall in no W2Y operate 10 prohibit the S~'s ri&flt Of forfeiture IS provided by law 
nor aa to postpooc the~ oa wblch royalties were oriciuaJiy due. The above penalty provisiom shall1110t apply in cases of tide dispute as to the Swn ponioa of 
the royalty or to tiW portion oftbe royalty in dispuxe as to WI' maria:t value. 

10. (A) RESERVES, CONTRACTS AND 01liER RECORDS. Lc:ssee shalJ IJUIIJ.ally tbmish the Commissioner of the General Und Office witb 
its best possible estimate of oil and liS rescnes undcrlyinc this lease or allocable to tb.is lease aad siWl tiJnUsh said Commissloocr with copies of aD contncts under 
wbich ps is sold or processed and all subscqucut ~and amendments to such COGilXts within thirty (30) days after cmcrinc Into or toaldoc such COIICnas. 
apeemcnts 01' amendments. Such contracts md agn:ements wbc:n received by the Geucnl Lllld Ofticc shall be bdd in confldeAc:e by the General Laad Office llllless 
odlawisc authorized by Les.sce.. All other COII%r8Ct:S md records pe:Woin& to tbe production. trmsponaDon, sale md awnting oflbe oil and ps produced on said 
premises, lncludiD& the boola and accounts, receipts md ~ of all wd1s, tanJa, pools, metcn, and pipelines shall at aD times be subject to iospcl:tloo and 
c:xam.ioation by the Commissioner of the GenenJ Lmd Office, the Attomcy Gcncnl, the Govc:mor, or tbe representative of my of them. 

(B) PERMITS, DRILLING RECORDS. Wriac:o notice ohll operations on this lease shall be submitted to the Commissioner of the GcncnJ 
Land Otfice by L=ee or operator five (S) cbyJ before spud date, wodcovu, re-coay, temporary abandonment or pluc and abandonmalt of my Wt:!l or wells. . Such 
written 110tice 10 the GeocraJ Land Office shall include copies of!Uilroad Commission forms for application tD drill Copies ofwcliii:Sts, completion reports and 
pluain& reports shall be supplied ro the General Land Office at tbc time they a~e filed with the Texas JUilroad Commission. All <ipplications, pennits, reports or 
other tiliop that n:fcrence this lease or any speci1ic: wdl on the leased premises and that are submiaed 10 ~Tens R.ailroad Commission or any other covcmmcnta.J 
agency shall include the word "Stale" in the title. Additionally. in XCQrdaoce wilh R.ailroad Commissio11 Nics, any sip!age on the leased premisel for the pu:posc of 
idc:ntifyinc wells, tmlc baacries 01' other assoc:ialed improvements 10 the bod must also include the word "Stall:. • Lessee shall supply the General Land <;lffic:c with 
any records, memoranda, accounts, reports, c:uttiogs and cores, 01' other informuioa relative to the open.tion of the above-dcsc:n"bed pmniscs. which maj be 
requeltcd by the General Land Office, In addition to those bcrcin expressly provided for. Lcs.scc shall have an clcc:tric:al and/or' radioactivity survey made oo tbe 
bore-hole S«tion, from tbe base of the surface casing 10 the toW depth of well, ohll wells drilled 011 the above descn"bed prcmisc:s and shall tranSmit a ttue copy of 
the 1~1 ~\udl SUJYey 011 each well 10 the Gc:oeraJ Land Offic:c within fJ&cu (IS) day3 U\.c:r the making of said SUJYey. 

• • • . .. . 
(q PENAL TIES. Lessee shaJI inCIU' a penalty whenever reports, documenlS or other materials an: not tiled m the General Land Office when 

due. -n:e•pcnalty for I• filing shall be set by the General L&od Office administntive Nle which is effective on the~ when the materials wen: due in tbc: Genua! 
LancfOffic~ .. 

• 
• • • • • J 1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. [( during the primary a:rm b=f and prior to discovery and production 

of oiP~g'ols on said land, Lcsscc should drill a dry hole or holel thereon. or if during the primary tcm1 hacof and after the discovery and acrua1 production of oil or,. 
ga.s /{p~ ~ leased premises such production thereof should cease from any c:ausc, this l~:asc shall DOt taminaLc if oo or before the expiration of sixty (60) days from 
date er contpletioo of said dry hole or cessation of production Lessee commences additional drilling or' rcworlcing operations thcreo~ or pays or tenders the IICXl 

annualodelay rental in the same manner as provided io this lease. U: during th.e last ye;u oC the primary term or within sixty (60) day3 prior themo, a dry hole be 
completed Uld abandoned, or the production of oil or' gas should c:easc Cor any cause, Lessee's rishts shall remain in full force and effect without furtba o~ons . 
unu1llfe·~intion of the primary term; and ifl.cssee has not resumed production in paying quantities u the expintion of the primary tem1, l.c:ssee may maintloin this 
lease by co.duct in& additional drilling or reworking operations pursuant 10 Pangraph 13, using the expiration of the primary term as the date of cessation of 
p~"luldcr Paragraph 13. Should the fun well or any subsequent well drilled on the above described land be completed as a shut- in oil or gas well within the 
primary tenn hereof; Lessee may resume: payment of the annual rental in the same manner as provided hac in on or before the rental paying date fo llowioc the 
expintion of sixty (60) days from the~ of completion of such shut-in oil 01' gas well and upon the failure tD make such payme:nt, this lease shall ipso fado 
terminate. If at the expiration of the primary tetm or any time thereafter a shut-in oil or gas well is located on the leased prcmi.sc3, payments may be made in 
accordance with tbe shut-in provisiollS bereo! .. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRlMARYTER..\-l U: at the expiration o ftbc: primary tc:m, neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or reworlc.ing opc:r.uions thereon, this le~ shall remain in force so long as operations on said well or for 
drilling or reworking of any additional well an: prosecuted in good faith and in-wortcnanlilte manner without interruptions tou.ling mare than sixty (60) days during 
any one suc:h opcratio11, and if they re:su.lt in the production of oil and/or ps, so long thereat\cr as oil and/or gas is produced in ~g quantities from said land, or 
payment of shut-in oil or ps well royalties or compensatOry royalties is made as provided in this IQSe. 

13. CESSATION, DRJLLING, AND REWORKING. 1( after the expirarion of the prinwy term, production of oil or ps from the leased premises. after 
once obtained, should cease Crom any cause, this lease shall not tcnninar.c ifLcsscc commences additional drilling or rcworiting opcntioos within sixty (60) days 
after such cessation, and this lease shall remain in full force and effect for so long as such opc:r.Wons continue in good Ca.ilh and in worlan.an.lilt.c manner without 
interruptions 10taling more than sixty (60) days. [f such drilling or reworlcing opaations result ia the production of oil or gas, the lease shall remain la full fo'" and 
effect for so lone as oil or gas is produced from the leased premisel 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 reworlcing operations n:sult in the completion of a well as a dry hole, the lease will not 
tenninate if the Lessee commences additional drilling or reworking operations within sixty (60) d;rys after the completion of the well as a dry hole, and this le:ue 
shall remain in elfcct so long as Lessee continues drilling or reworlcing o pe1'111ions in good faith and in a worlcmanlilce manner without interruptions totaling mon: 
than sixty (60) days. Lessee shall give wriacn no tice 10 the General Land Office wi thin thirty (30) days of any cessation o f production. 

14. SHliT-rN ROY A1. TIES. For purposel of this par.agrapl\, "well" mc:lllS any well that bas been as.signed a well number by the sta.tc agency having 
j urisdiction over the production of oil and gas. IL :u any time after the expiration o f the prinury term of a lease tha.t, Wltil being shut in, was being maintained ~ 
for~ and effect, ~ well ca pable of producing oil or g a.s in paying quantities is loc:ucd oa the leased premisel, but oil or gas is no t being produc.cd for l :~clc: of suttable 
production f:~cilitic.s or laclc o f a suitable market.. then Lessee may p~y a.s a shut-in oil or gas royalty an ~ount equal to double the annual rental provided in the 
le:ue, but no t less than Sl ,200 3 year fo r e:u:h well c:~pab le of producing o il or g:~S in paying qu:~n ti tics. lfPsap aph 3 oftMs lease does noc specll j a del&) telleal 

&116&11' llua11 fo r the purposes of th is pangnph. the delay n:nt:J.I 3tTIOunt shall be one dollar (S 1.00) per acn:. To he elfective, e:~eh initial shut-in oil or gas royalty 
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must be paid on or before: (1) the expir.Won oftbc primary tmn, (2) 60 days alter the Lessee ceases to produce oil or cas from the leased prcrnisc:s. or (3) 60 days 
a&r Le:ssee completes a drill inc or reworkin& opcntion in xcordaoce with the lease provisioas; whichever date is la.test. Such payment shall be made ooe-half(l/2) 
to the Commissioner of the GeaetaJ Lmd Office and one-half(l/2) to the owner oftbe ~il If the shut-in oil or cas royalty is paid, the lease shall be considered to be 
• produeinc lease and the payment sha1.l extend the 1mn of the lease fur a period of ooe year from the end of the primary term.. or from the fizst day of the month . 
followinc the month in wbieh production ccascd, md, after tbaa. iloo suitable production facilities or suitable market for the oil or &as exists, Less~:e may extend the · 
lease for four more suc:u:ssive periods of one (1) year by payinc tbe same amount each year oo oc beb-e the expiruioo of each shut-in year. 

' 15. COMPENSATORY ROYALTIES. U: durin& the period tbc lease Is kept inctrec:tby ~of the shut-in oil or gas royalty, oil orps is sold and 
delivered 1Ja payinc quantities from a ~n Jocaud wilhiD one lhous:aDd (1,000) l1::ct oftbc leased premises aod completed in the same produc:iac rescnolr, or io any 
c:ase in which drai.aace is ocaurinc, the ri~ to continue to mainuia the lease by payiac tbc shut-in oil oc ps royalty sha1.l cease, but tbc: lease shall mn.aio effc~· 
lor the remainder of the y=r for which the royalty bas bccu paid. The Lessee may nWntaia the lease foe !our more su=essivc years by Lessee JnYinl ~ 
royalty It !.be royalty rate provided in the lease o!the mMicet nloe of production from the ~n =~the dn.iDqe orwb.icb is complell:d io lbe same produc:inl 
reservoir and within one thousand (1,000) feet oftbc leased premises. The compeosa:10r7 royi.lty is to be paid moath!y, one-half(1/2) to the Commiuioaer of the 
Gcncn.l I.Jnd Office and one-b.alf(l/2) to the owner o(tbc soil, bqilminc oo or before the last cD)' oftbc: month foUowiaJ the month in wb.ieh the oil or psis 
produced from the wen eausinc the dlaiaace oc lhll is completed iD tbe same produc:hlc reservoir and loc:a2d within ooe thousand (1.000) feet oltbc leased premises. 
1fthe compensacoty royalty paid in IG'f 12-ti!OG!b period is in ao amount less thao the annual shut-in oil or cas royalty, Lessee shall pay m amowt equal to the . 
di1ferenee within thirty (30) days trora the cod of the 12-month period. Compezuatory royalty paymcms which :~~e not timely paid will accrue penalty aod illte:est io 
accordanu with Pa.rauaph 9 of this lease. Noae of these provi.sioas will relieve Les.sce of !.be obliptio11 of reasonable ckvdopment nor the obliption to drill offiet .· 
wells as provided in Tc::as Narural Rcsourc:es Code 52.173; bowever, It the: detcnninadoo of the Commissioner, and with the Commissioner's written approval, tbc 
payment of compensatory royalties em satisfy tbc: obliplioo to drill offset wd1.s.. . . 

16. RETAINED ACREAGE. Notwithstanding any proTisioo of this lease to the coarrary, after a ~Jl producing or capable of producing oil or gu has 
bcea completed on the leased premises, Lcs.see shall exercise the diligence of a reasonably prudent opcntor in drilling suc:h additional weU oc wells as may be 
reasonably necessary- for the proper dnclopmcnt of the leased premises md in marlcctinc the produaion thereon. 

(A) VERTICAL. In the eveat this lease is in force and etreet two (2) years atl.er the ~iralion date of the primary or extended term it .shall tftcn terminm: 
as to all of the leased premises. EXCEPT (I) 40 aaes surrounding eacll oil well capable of producing in paying quantities and 320 acres surroundin& C3dl ps ~II 
capable of producing in paying quantities (mduding a shut-in oil or ps ~u as provided in Pa.ragraph 14 bcrcof). oc a well upon wb.ieh Lessee is then cnaaged in 
continuous drilling or rcworlcing opcntions, or (2) tbc number of acres included in a producing pooled unitpunuant to Tc:xa.s Narura.l Resources Code 52.151-
52.153, or (3) such greater or lesser number ofaaes as may then be alloc:Jtcd for production purposes to a prontion unit for cadi such producing well under the rules 
and re&UJations of the Railroad Commission of Texas, or arry suc=or agency, oc other ~ :wthority having jurisdiction. If at any time after the etfective 
date• CJf~partial termination provisions be=lf; the applicable field rules are changed or the )"CU or wells IOC3ted th=n arc reclassified so that less acreage is 
ther!attU allocated to said well or wells for production purposes. this leze shall thereupon terminate as to all acrea&e not thc:n:::lfter allocaLed to said ~u or ~lls for 
pr"Q4u1:G&apurposcs. Notwithstandinc the tmnination of this lease as to a portion of the lands covered hereby, U$see shall nevertheless continue to have the right of 
in~ to lnd egress from the lands still subject to this lease for all purposes described ill Paragraph 1 heri:Qf; together with easements and rights-of-way for existing 
roads:c:xistlng pipelines and other existing facilities on. over and across all the lands described in Pamgraph 1 hereof rthe retained lands"), fur ac:cc:ss to and from the 
~~~~ ~ds and for the gathering or tr.uuporutioa of oil, :as and other miner:W producxd from the retained lands . ... . 

~) HORlZONT AL. In the event th.is lease is in force and effect two (2) ye:ltS after the expiration date of the primary or extended tam it shall funhc:r 
term~&·. to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in each wellloc:Jtcd on acre3ge retained in Paragraph 16 (A) 
above,. unlc:u on or before two (2) years after the primary or extc~ded term Lessee pap aa amount equal to ooe-bal! (112) of the bonus originally paid as 
consideratien for this lease (as speeiJied ou page 1 hereof). I! sucb amount is paid, this lc:;ue sh.aJJ be in force and etfect as to such deeper depths. and said 
tem1~llfd'~haJI be delayed for an additional period of two (2) y= and so long thereafter as oil or gas is produced in paying quantities from such deeper depths 
covered by ~is lease. 

•••••• • • 
(C) IDENTIFICATION AND Fll.lNG. The surface aaeage retained hereunder as ta each wen shall, as ne:uly as practical, be in the form of a square with 

the ~II located in the center thereof; or sueb other shape as may be approved by the Conunissioncr of the General Land Office. Within thitty (30) days after partial 
termination of this lease as provided herein, Lcs.see shall execute and rea~rd a release or relc:ues cootaining a satisfactory legal description of the acreage md/or 
depths not reained hereunder. The recorded release. or a certified copy of same. shall be 5led in the Gcncr.U Land Office. ac:eompanied by the 51ing fee prescribed 
by the General Lahd Office rules in etrect on the eat.e the release is filed.. 1!Lcssce fails or refuses to excc:ute and record such release or releases within oinety (90) 
days after being requested to do so by the General Land Office. then the Commissioocr a his sole discretion may designate by written instrument the aange and/or 
depths to be released hereunder and record such instrument at Lcs.sce's expense in the county or counties where the lease is loc;;w:d and ill the offici~ records oftbc 
General Land Office and such designation shall be binding upoo Lcsse: for all purposes. 

17. OFFSET WELLS. Neither the bonus. delil)' rentals, nor royaltie.s paid, or tD be paid, under this lease shall relieve Lcs.see ofbis obligation to proteCt 
the oil and a as under the above~esaibed land from being drained.. LClCe. sublessee. receiver or other zgenl in control of the leased premises shall drill as m.any 
wells as the facts mil)' justify and shall usc appropri:w: means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. ln 
addition. if oil and/or cas should be produud in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being 
drained by production of oil or :a.s. the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or 
wells upon the leased premises within 100 days after the drainin& well or wells or the well or wells completed within 1,000 feet of the leased premises swt producinc 
in commercial quantities and shall prosecute such drilling with diligence. Failure to S3ti.sfy the statutory offset obligation may subject this le:ue and the owner of the 
soil's agency rights to forfeicure. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable starutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE l'vVJEURE. If, alter a good faith etrort. Lc:s.see is prevented from complying with any express or implied covenant of this lease, from 
conducting drilling operations on the le:ued premises. or from producing oil or gal from the leased premises by reason of war. rebellion. riots, strilcc:.s. acts o f God, or 
any valid order, rule or ~gulation of government authority, then while so prevented. Lessee's obligation to comply with such covenant shall be suspended and Lc:.sse: 
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 catl.!e, 
from conducting drilling and reworking operations or from producing oil or gas from the leJ.Sed premises. However, nothing in this paragnph shall suspc~d the . 
payment of delay rent.lls in order to mainu.in this lease in etrect during the primary tenn in the absence of such drilling or reworking operations or producuoa of otl 
or gas. 

·~ 
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19. WARRANTY CLAUSE. Tbc: owner of the soil W311'31'1ts and agrees to defend tide to the leased premises. If the owner of the soil defaults in 
payments owed on the leased praniscs, tha~ Lcs3ec nuy redeem the rights of the owner of the soil La the lnsed premises by pay inc any mortp&e. tucs or other liens 
on the leased premises. lf Lcs3ee makes payments oa bch.alf of the owner of the soil under this paragraph, Lc:ssce may reCQver the cost of these payments 5-oallbc 
rental and royalties due the owner of the soil 

20. (A) PROPORTIONATE RH>UcnON CU.USE. I! the owncroftbc soil owns less tb.m thc entire undivided surfx:c c:sta in tbe above 
described land, whether or DOt Lessee's ilucrcst is specified herein, then the royalties and rental bcrciD prcn-idd to be paid to !be owner of the soil shall be paid 10 hi:aa 
in the proportion wbic:b hA interest bears to !be entire undivided sutfau cswe and thc royalties md rental bcreiD proYided to be paid to the Commissioner oflbc 
Genenl Land Office of the Slalc ofTc:xas shall be likewise proportionately reduced. However, before Lessee IO]UStS the royalty oc rental due to the Coaunissioacr of 
the GcnenJ Land Office, Lc:sscc or his authorized represc:~~tative must submit to the CammissiODCr of the GcDen1 Land Office a writll:n rtmmcnt ...tticb explains thc 
disc:rcpaaey betwa:n the interest pwportl:dly IC35Cd under this lease aod the aaua1 in=cst owned by the OWDer of !be soil Tbc: Coaunis.sioaa of the General Lmd 
Office shall be paid thc value oflbc whole productioD allocable ro any uodivided interest Dot covc:ruf by a lease, less the proportio!We devdop~~~ent and productioa 
cost allocable to such undivided intctat.. However, in DO event shall thc Olmm.issioner of the Gcncnl L3od Office receive as a royalty on the IJ'OSS JltOductioa 
allocable to the Wldivided interest DOt leased aa atDOUDt less thaD the value of one~ (1116) ofsucb CfOSS-produ~a.. 

(B) REDUcnON OF PA YMENrS. I( during the primary 1mn, a portioD of tbc land covered by this lease is iaclu.dcd within the boun~es 
ofa pooled unit that has been 1ppr0ved by thc School Land Board and thc owner of the soil in accordance with Narura! Resources COOc Scc:tions S2.1 S 1-52.154, or 
U: • any time after the expiration oftbc primary tcnn or the extended term, tbis lease covm a lesser number of acres than the row amount described hcteia... 
payments tha are made oa a per IQ'C basis hereunder shall be reduced aa:ordin' to the number ofaaa pooled, released, surre:adued, or odlerwise severed, so tba 
paymcats detcnnined oa a per IQ'C basis under the tcnns of this lease dwinc the primary tum shall be c:altulmd based upon !be Dumber of acres outside the. 
boundaries of a pooled unit, oc, if after tbc expiration of the priawy tcnn, the number of acres actuai.Jy re~ aod covered by this lease. 

21. USE OF WATER... Lcssu shall have the right to usc water produced on said land necessary for opcntions under this lease e:x~t water fiom welll or 
tanks of the owner of the soil; provided, however, Las= siWl DOt usc potable water~ watcr suitable for livc:stocJc or irrigation purposes for waertlood opcntions 
without the prior c::oascnt of the owner of the soil 

22. AUTHORIZED DAMAGES. Lcs3ee shall pay the owner of the soil for damages caused by its opcntions to all persooal property, improvements, 
livcstoclc and crops oa said land. ' 

23. PIPELINE DEP1H.. When requested by the owner of the soil.~ shall bury its pipc.linc:s below plow depth. 

• • • • ].4. WELL LOCATION~· No well shill be drilled nearer than two hundred (200) l«t tD my house or bam now on said pRmisc:s without the 
wn1r.n AnSent of the owner of the soil . 

•••• 
• • • • ~- POlLUTION. Ia developing this area, Lessee shall usc the highest degree of care and all proper safeguards to prevent pollutioa. Wilhout limiting !he 

forcgqing, pollution of coasul wetlands, narural watet"'lll2)'3. rivers and impounded water shall be prevented by tbc usc of containment facilities sufficia~t tD pm-mt 
spillw.¥epage or ground wat~r coataminatioa. Ia the n-ent of pollution, Lcs3ee shall usc all means at its disposal tD reeaprurc all escaped hydroc:arbons orotba 
ponum fl!d shall be responsible for all damage to public aad privae properties. Lcsstt shall build 31ld maintain fences arouad its slush.. sump, and dr.lina,e pits 
and tank b\'lcries so as to protect livcstoelc against Joss, damage or injury; and upon CQmpletion or abandolliiiCDt of aay well or wells, Lessee shall 611 and ~vel all 
slus~~?tr~d cellazs aad completely clean up the drilling site of all rubbish tbcreoa. Lcsscc shall, while coaductiug operations oa the leased premises, keep said 
premLSes tree of all rubbish, cans, boalcs, paper cups or g:ubage, and upon completion ofopcr.U.ions shall restore the sutfa.cc oflhc land to as= its original 
condid~n and contoun as is prxtieahle. Tanlc:s and equipment will be kept painted and presentable. 

• •••••• 
• 16. REMOVAL OF EQUIPMENT. Subject to limitations in this parauaph., Lessee shaJ.I have the right to remove machinery and fixtures placed by 

LeSWJI"~ leased premises, including the right ro draw and remove casing, within one hundred twenty (120) days after !he expiration or the tcnnination of this 
leasc~ICSS"thc owner of the soil gnnts Lessee an extension of this 120--d.ay period. However, Lessee may not remove casing fiom my well capable of producing oil 
and gas in paying quantities. Additionally, Lessee may not dnw and remove casing until after thirty (JO) days written aotice to the Commissioner of the Gcnenl 
land Office and to the owner of the soil. The owner of the soil shall become the owner of any =hincry, fixtures, or casing which arc not timely removed by lessee 
under the terms of this paragraph. 

27. (A). ASSIGNMENTS. Under the conditions CQnuincd in this paragnph and Paragraph 29 of this lease, the rights and e.staLc:s of either patty to this 
lc:uc may be assigned, ia whole or in pan, and the provisions of this le:uc shall extc~~d to and be binding upon their heirs, devisees, leg~! repn:scnwivcs, successors 
and assigns. Howc:ver, a change or division in ownership of the land, rental5, or roy:llties will aot enlarge !he obligilrioiU of Lessee, diminish the rights, privileges 
and eswi:s ofLcssc:e.. impair the effc:c:tivcncss of any payment made by Lessee or impair the effectiveness o( any act performed by Lessee. And no change or 
division in ownership of the land, rentals. or royalties shall bind Lcsse: for any purpose until thirty (JO) days aft.cr the owner of the soil (or his heirs, devisecs,Jc:pl 
represenwives or assigru) fUrnishes the Lessee with satisfactory written n-idcnce of the change io ownership, including the original recorded muniments of title (or a 
cenified c:opy of such original) whCn tbc ownership changed beeause of a conveyance.. A total or pan:iaJ wigrunent of this lease shail, to the extent of the intezeSt 
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. I! this lease is assigned in its entirety as tD only pan of the aae:l&C. the: right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and Wlure by one o.r more oftbem to pay his share of 
the rental shall not affect this lease oD the part of the land upon which pro rata rentals are timely paid or tendmd; however, if the assignor or assignee docs not 61e a 
c:crti lied copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall tenninae for failure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to Ill rights and be subject to all obligations, liabilities, and penalties owed to the Swc by the original lessee or any 
prio r wignee of the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT" LIMITATION. Notwithsclnding any provision in P:uagraph l7(a), if the owner of the soil Kquires this Je:ue in whole or in patt by 
ass ignment without the prior written approval of the Commissioner of the Gcner.tl Land Office. this lease is void as of the time of assignment and the agency power 
of the owner may be forfeited by the Co mmissioner. An usignmcnt will be tre3ted 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 stoclcholdcr or is an employee of such a corporation or subsidiary; 
(J) 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; True and eorrem 

copy of 
Orig1nal filed in 
Reeves County 

"u·- -



; 

(6) a fiduciary for the OWIICT of the soil; inchlding but DOt limilled to a patdia.a. lni:St.CC, cxcc:uror, ldmioi.stnlor, n:eciver, or conscrva~er for the 
O'MICI' of the soil; or 

_ (7) a family mcm.bcr o(lbc ownu of the soil or n:latcd to lhe ownc:r oftbc soil by~ blood, or adoption. 
23. RELEASES. Under the conditions cootained in this paragraph md PJncnph 29, Lc:ssec m.y at my time c:xecvte md ddiver to the owner of the soil 

and pla.ec of n:cord a n:lc:ue or n:leascs covering any portioa or portions of the lc:ued premises, md lhcreby sun=dcr this IC3.Se as to such portion or portions, and be 
relieved of all S1.1bsequelll obligations as to ~e surrcnden:4. If any part of this lease Is property SlllT'CDde:ed. lhe delay rental d.ae UDder this lease shall be reduced 
by the proportioa that tJft surrendered acreage bears to the acn:qc which 'InS covered by this asc J.mmedialely prior to such surrcndcr; bo"M:Yer, SUch release 1¥iJI 
not relieve Lessee of any liabilities which may have ac:aued under this I~ prior to tbc SUlmldc:r o( such acn:age.. 

29. FUJNG OF ASSIGNMENI'S AND R.ELEASES. If all or any part of this lease is assipcd or released, S1.lc:h assillllJlCnl or release must be n:eordcd iD 
the county where the land is siawcd, aad tbc ruordcd insulmlenf. or a copy oftbc n:cordcd instnJmcDt c:cnified by tbc County Ocrlc of the county iD which the 
instrument is m:orded, IIIIISt be filed iD the General Land Office withio 90 days of lhe last cxCQJt!oa eWe xcompanied by tbc prescribed filing fcc. If any such 
as.sicnment is not so tiled. the: rights acquired under this lease shall be S1.1bjcct to forfci!IIR at lbc option of !be Commissioocr ofthe Qcocral Lmd Office.. 

30. OlSO..OSURE CLAUSE.. All provisions pertaining to lbc lease oflhe above-described land have bcal iocluded iD this instnDnc:nt, including the 
st~~c~Dcnt of the: true col!Sidendoo to be paid for the cuaruoo of Ibis IC3.Se llld the rights md duties of lhe parties. Any ooiWI:nl ~IS cooce:rning tbc 
ckvclopmmt of oil and gas from the lc:ased prcuWes wh.ich D"e oot contained ia Ibis lease rc:udcr Ibis lease iDvalld. 

31. FIDUCIARY DtTIY. 'Ibc owner of !be soil owes the S~ a fiduciary duty aod =at 1Wly disclose any facts ~g lhc: Stale's iotctat in the leased 
premises.. When the: iotcn:sts of the owner of the soil conflic;t with those oflhe Stare, the owner of !be soil is oblipz=S ID put tbc State's iDtcn:sts before his persoaa1 
inccresu.. 

32. FORFEITURE.. If Lc:ssce slWI WI or n:fusc to make the payment of my swu wilhiD thiny days after it becomes dec, or if Lessee or an authorized 
agent should lclowingly aWcc any fal.sc n:turu or false report concerning produc:tioa oc drill inc, oc if Lc:sscc shall fall oc n:tusc to drill my offset well or wells in cood 
faith as n:quired by law and the rules and n:gulaLions adopted by the Commissioner of the General Land Otlice, oc iftc:ss« should fail to file reports io the manner 
required by law or fail to comply with rules and re""'aLions promulg.a.led by the Gcncnl Land Office, the School Land Board. or tbc Railroad Commission. or if 
Less~ should refuse the proper authority a.cccss to the n:cords pc:rtai.ning to opcraLions, or ifLc:sscc or an authorized a.gent should knowingly fail or refuse to give 
c:om:ct information to the proper authority, or knowingly fa.i.l or n:fuse to furnish the General Land Office a corn:c;t log of any well. or if Lessee shall knowingly 
viola.l.e any of the material provisions of this lease., or if this lcase is assigned and the assignment is aot tiled io the Gcucral Land Office as n:quired by law, tbe rights 
acq11in:d lllldcr this lease shall be subjec;t to forfeiture by !be Commissioner, and be shall forfeit same when sufficicutly informed o(tbc faas which authorize a 
foriiti~and when forfeited the area shall again be subject to lease under the 11erms of the Relinquishment Act. Ho~er. nothing hcn:io shall be construed as 
W:W~e automatic terminaLion of crus lease by operation oflaw or by reasoa of any spcciallimiwion arising hereunder. Forteiture:s may be set aside and this 
le3.SM4 all rights thcn:under reinst:W:d before the rights of another inte:Ycnc upon satisfa.ctory ~idcnce to the ConunWioncr of the Gcucral Land Office offutun: 
coPJ¥ll~* with the provisions of the law and of this lase and lhc: rules and rqu.lations that rmy be adoptc11 relative bcteto • 

• 
• ••• 33. UEN. In a.cc:ordancc with Texas Narural Resources Code 52.136., the Swc shall have a tim lien upon all oil and ps prod11ced from the areac:ovcn:d 

by~iiJ~e to secun: payment of all unpaid royalty and other sums ofmoacy that may become due under this leas~ By acceptaace of this le:~SC. U;ssec grants the 
Suuc., io ~dition to the lien provided by Texas Nann! R.csourca Code 52.136 2nd any other applicable starutory lien, an express corura.ctuallien on and sccwity 
intc~ Jll leased minerals in and c::xuxted from the leased pn:misc:s. all proceeds which rmy acauc to Lc:ss« from the sale of such leased minerals, wbdll.er such 
proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used iD connection with the production or proccssinc of 
S1.1ch rea.scd mincnls in order to secure the payment of all royalties or other illliOillliS due or to become due under Ibis lease and to secure payment of any damages or 
1055 ~ '-:SSor may suffer by reason of Lessee's brc:lCh of any covenaot or condition of this lase, whctbcr cxpC'C$$ or implied. This lien and security interest lillY be 
fo~osed'Mth or without court pro=cfmgs io the manner provided in the Title 1, Chapter 9 of the Ta:as Business and Commerce Code. Lessee agrees that the 
Co~ may require Lessee to cxccu~ and record such instruments ItS may be reasonably necessary to acknowledge., ana.cb or perfect this lien. ~ hereby 
repr!scnts !hat there are 110 prior or superior liens arising from and relating to Lcsscc's xtivitics upoa tbc above~aibed property or from Lessee's ~uisition of 
this lease. Should the Commissioner at any time determine that this n:prcscata.lioo is not true. then the Commissioner may declare this lease forfeited as provided 
hen:: in. 

34. PQOUNG. Lessee is hen: by granted the right to pool or wtitizc the royalty interest of the owner of the soil under this lease with any other lase hold 
or mineral intcrc:st for the exploration. development and production of oil or 125 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 interest of the State wtder this lease pursuant to Texas Narural Resowccs 
Code 52.1SI-S2.1S3. The owner of the soil agrees that the inclusion of this provisioo in this lase sa.tisfies the execution requirements statc:d io TCX3.S Natur.ll 
Rcsolli'CC$ Code 52.1 S2. 

3S. INDEMNITY. Lessee ltereby releases and disclwies the Swe ofT ens aEd the ownct of the soil, their oflicus. employees, partners, agents. 
con lriletOrs, subconcractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other 
hanu, including covironmcntal harm, !or which recovery of damages is sought, including. but not limited to. all losses and expenses which an: caused by the 
actiYities ofLCS3CC, its officers. employees, and a.gents arising out of: incidental to, or resulting from, the: opc:ra.tion.s of or for l.cssce on the leased premises 
hereunder, or thai may arise out of or be occasioned by Lessee's brc:u:h of any of the terms or provisions of this Agreement, or by any other negligent or suictly liable 
act or omission of Lessee. Further, Lessee bcn:by agrees to be liable for. exoncta.l.e, indemnify, defend and hold harmless the Sw.c of Texas and the owner of the soil, 
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, d:unages, actions, personal injury (inc:luding deiUh), 
c:osu and expenses, or otfler harm for which recovery of damages is sought, wtder any theory including tort, contr.l.Ct, or suictliability, including attorneys' fees and 
other legal expenses, including those rela.1.ed to env ironmental hazards, on the leased premises or io any W"Kf related to ~ee's failure to comply with any and all 
environmental laws; those arising from or in any way rela.ted to Lessee's oper.ll.ions or any other ofl=ce's :~etivities on the lc:ued premises; those wing from 
~ee's use of the surface of the leased premises; and those that may arise out of or be occ;,sioned by Lcsscc's b~ of any of the temu or provisions of this 
Agreement or any other act or omisSion of Lessee., its directors, officers. employees, partners. agents, contr.ICtors. subconaactors, guests, invitees, and their respective 
successors and assigns. Each assignee of this Ag:n:c:ment, o r an interest therein. agrees 10 be liable for, exonera.IC, indemnify, defend and hold harmless the State of 
Tex:as and the owner of the soil, their officers, employees. and agents in the same m3Mer provided above in coMe ction with the activities of lessee, its offic.:rs. 
employees, and agents as described above. L'XCEPT AS OTIIERWISE EXPRESSLY LIMITED HEREIN, ALL OF TIIE Il'<"DE~INITY OBLIGATIONS 
Ai'ID\OR LIABILITIES ASSUMED UN DER TilE TERMS OF TillS AGREEME.'IT SHALL BE WITHO UT LIMITS A.'ID WITHOt.rr REGARD T O 
THE CAUSE OR CAUSES TIIEREOF (EXCLUDrNG PRE-EXISTING CONDmONS), STRICT LIABILITY, OR THE i'iTEGLIGENCE OF ~y PARTY 
OR PARTIES (INCLUDING TilE NEGLIGENCE OF THE INDEMNIFIED PARTY), W m:i"HER SUCH NEGLIGENCE BE SOLE, J OIJ'IT, 
C ONCURRE;"'T, ACTIVE, OR PASSIVE. 
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36. ENVIRONMENTAL HAZARDS. ~shall usc the highest decree ot care and &II rcasooable .safepMds to prevent contamUwioa or pollutio r · 
any cnvirorunctUal mc:diwn. iDcludin& soiL surhce W2lQS, ~. scdlmaus. and surfaa: or subsurfxc straU. ambient air or any other arvironmcnaaJ me~ 0 

• 

iD. on. or under, the lased prcnUscs. by my wane. poiiQWI(. Of' contaminant. Lcs.sce slWl not brina or permit to rcm.aitl on the leased prcmisc:s any asbestos ana 
coawninJ nwuWs. c:xplosJv~ tn¥.ie tn.ataWs, Dt S'lt~ regulaud u buardous wastes. banrdous znatcrials. bzzardous substmta (IS the tenD '1h:ardous 
Substance .. is defined ia the Comprehensive .Eoviroamcnw Response. Compcnsadoa and Liability Aa (CERa.A). 42 U.S. C. Sections 960 I, c:t seq.). or lDxic: 
subsanta under uy t'cdcnl. St3U, or IOQJ law or rquJuloa ("'!U:z:ar'dous Maurialsj, except onfinary products c:oavnoaly used iD coiiZioCaloft willa oiJ azx1 ps 
cxploralioa aad development opcntions aad ston:d iA lhc usual IIWiliCt and qumtitic:s.. LESSEE'S VIOLATION OF THE FOREGOING PROHIBmON 
SHALL CONSTITtJ"d A MATERIAL BREACH AND DEFAULT HERElJNDERAA"D LESSEE SHALL INDEMNIFY, HOLD HAR.'I'I:U:SS AND 
DEFEM> THE STAn: OF TEXAS .A."''D TilE OWNER OF THE SOIL FROM AND AGAINST ANY CAniS, DA."fAGES, JUDGMENrs, PENALTIES, 
LIABILlTIES, AND COS"I'S (INC.UDING R.EASONABU: A TTOR.~EYS' fiES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF TilE FOREGOING PROHJBmON OR (D) nu; PRESENCE. JU':LEASE. OR DISPOSAL OF .A.VY HAZARDOUS MATl:RLu.s ON 
UNDER, OR ABOUT THE LEASED PRE.'\CSES DURING LESSEE'S OCCUPA."''CY OR CON'lltOL OF THE LEASED PRE.'\CSES. LESsEE SHALL' 
CLEAN UP, REMOVE, RE.'\G:DY M"D REPAIR A..VY SOIL OR GROUND WATER CONTA..'\IINATION A.~ DA..\iAGE CAUSED BY THl: 
PRESENCE OR RELEASE OF ANY HAZARDOUS MA TE1UALS IN, ON. UNDER. OR ABOUT THE LEASED PRE.'\llSES DURING l.ESS£F;9S 
OCCVP ANCY OF THE LEASED l'RDCSES IN CONFORMANCE WITH THE REQtmu:.'IENTS OF Al'PUCAB.LE U W. 'IlDS 
INDEMNIFICATION A.~ ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, UABILITY FOR RESPONSE ACTIONS VNDERT~ 
PURSUANT TO CERCLA OR ANY 01'BER ENVIRONMENTAL LAW OR REGULATION.. LESSEE SHALL IM\a:DIATELY GIVE TilE STATE OF 
n::<AS AND THE OWNER OF "THE SOIL W1U1I'l:N NOTICE OF ANY BREACH OR SUSPEcn:D BREACH OF TBlS PARAGRAPH, UPON 
LL\R."''ING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM .A."''Y GO~ 'TAL · 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT TilE LEASED PRE.'\CSES. THE OBUGA TIONS OF LESStt 
H.ElU:VNDER SHALL SV'"RVIVE THE DCPIRA TION OR EARUER n:.R.'\liNA TION. FOR ANY REASON. OF THIS AGREE.~. 

37. APPUCABLE LAW. This lease is issued under the provWom otT au Nuunl R.csoW'CCS Code 52.17 1 throu&h 52.190. COIDIIIOoly known u the 
R.clinquishmcnt Aa, and other appli~le starutcs 30d amendments thereto, and if ilnY provi.sioa iD th.is I usc docs Dot conform to these s=tcs, tbe st2llltcS will 
pn:vail over my noncon!orminc '- provisioas.. 

38. EXECUTION. This oil and gu lease awst be signed and xlalowledged by the Lessee befon: it is tiled otrccord iD the county records and ill the 
GcncraJ Land Office of the SWc: otTex.as.. Oocc the tiling requircmcna found ia Parqraph 39 otthis lease bave been satisfied, the ctfec:tive dale oCtfUs I= sh~l 
be the date found on Pace I. · · 

3 9. LEASE FlUNG. Pursuant to Otapter 9 of the Texas Business and Comrocrc:e Code, this I= must be .fi.Jed otrccord ia the office otthe Cowuy 
a.n:•• any county in which all or any p~ of the !=sed premises is IOC3tcd. and certified copies thereof must be filed in the Gcncra.l Land Office. nus I= is not 
ea"a~·until a cenilied copy of this lease (wruch is made and certified by the County Cleric from bis records) is filed in the Gcocr.ll Land Office in accordance with 
Te~a.cunt Resources Code S2.J&J. Adcfitionally, this le3Se sh&ll not be bindinJ upon the SWc: unless it recites the aau&l and true coosider.ttion paid or promised 
fdl'.q!~oa of this lc:JSC.. The bonus due the SWc: and the prescribed tiling fe: shall accompany such certified copy to the Gcnenl Land Office. 

*See.Exhibit "A" attached for itiona 1ease provisions, signatures and 
ac~~1edgments . __-

• • •••• 
• •••••• • • 

• 
• •••••• • • TITLE: ____ ~r-~~~~~~------------

OATE: _ _,!.7 __ '?1&-=---....L..i3 _____ __ _ • •••••• • • 
STATE OF TEXAS 

BY:.~~--~~--~~~----~---------­
Iadividu&lly and as agent for the StaLe ofTaas 

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

STATE OF TEXAS 

BY:-:-:-""7.---:-----~--:---:---~~---------­
Individu&lly and u agent for the State ofTex.:u 

Date: ________________________________ _ 

STATE OF TEXAS 

BY:. _________ ~-~------
lndividu&lly md as :1geru for the SWc: ofTc:us 

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

STATE OF TEXAS 

BY:~-----------~---------
IndividuaJJy and its agent for the Stale ofTcxu 

0~:. ________________________________ _ 

True and 6orr-est 
copy of 

Original filed in 
Reeves County 

Clerks Office 



.· 

STATE OF _____________________ _ 
(CORPORATION ACKNOWl.EDGM:E:Nn 

COUNTY OF ____________________ __ 

.· BEFORE ME. the: uodc:nip~Cd autbority, on this day pc:rsocaJJy ~....__ __________________ _ 

known to m~ 10 be the ~a whose D.liZDC is subsc:n"bc:d to lhe fore&ein& instmmcnt, u. ____________________ ,of 

Given UDder my band and seal o( ot!icc this lhe'-------cby. of ______ ...,.. __________ ..~· 19 __ • 

Nocary P'Dbllc ia aad for __________________ _ 

STATE OF ______________________ _ 
(CORPORATION ACXNOWl.EDGMENt) 

COUNTY OF ___________________ _ 

BEFORE ME. the: UDdcnipled authority, on this day pasona.lly ~------------------------------------------

lr:nowu to me to be the person whose: aamc is subscn"bc:d 10 the: fore&QiD& insttumcur. u. ___________________ __;of 

-;;--:-;-----"'""':"'--:-:---:-......,.--,----.,......,.......,.--......,.---:--:---:----:--:--:--:--:-:--'llld acknowledged to me that be: cxeeute.d the same 
for the purposes and considcr.Woo !herein expressed, in the: capacity n;ucd, md u the: aa and dc:c:d of said corpot:lrion. ' 

Given under my hand md seal of otfice this thc: ______ cby of __________ -..~ 19 __ . 

• •• • • • • •• 
•••• • • • •• • 
• 

ST~~Qfr--------------
•••. 

COUNTYQF ...... --------------• • 

Nocaty Public iD and fur _________ _ 

(lNDrviDUAL ACKNOWLEDGMEN1) 

• Be: fore me, the: undc.nignc:d authority, on this day pcnonally appc::m:d. _____________________ __ _ 

lcno""' .,_.,.,to be the: persons whose names an: subscribed to !he foregoing instrument. md al:lalowlc:d&ed to me: that tbcy cx=tc:d the: same for the: purposes md 
co nsid'cratio~ tllc rein expressed. • •••••• 

• ~vcn under my hand and seal of office this the day of 19 ______ . 

Nowy Public in md for __________ _ 

STATE OF _____________________ _ (lNDrviDUAL ACKNOWL.EDGME(I) 

COUNTY OF _____________________ __ 

Before me, the: unde:signed authority. on this day personally appe:ued. _______________________ _ 

known to me: to be tlle pcnons whose: names are subscribed to the foi'Cloing instrument. and aclcnowfedgcd to me thu they executed the s:une for the purposes and 
consideration therein cxpn:;ssed. 

Given under m y hand and seal of office this the _______ day of _______________ __. 19 ____ _ 

Nowy Public in illld for __________ _ 

·. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



"EXHIBIT A" 

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

Hill Meeker, Trustees UWO J. R. Meeker for Lifetime Benefit of L. H. Meeker, as 
owner of the soil, and Clay Johnson, as Lessee. 

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

2. Lessee shall notify 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 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 a ll rights granted to it herein with due regard for the rights of the owners of the surface. 

I 

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

• •• 
~. • . ~otwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not 
• ••: JII~llute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to noti fy the owner of the soil 
•• irtwriting if fresh water is encountered during drilling, or if a fresh water formation is penetrated . 
• 

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

•: .. <!<tnage to owner of the so il 's other land and crops . 

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

• ta1'tk batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, 
••• JA;see shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon. 
• • 

10. Lessee further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of 
such well, or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as 
nearly jlS reasonably poss ible 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. 

./ 

Meeker for. 

vrence Hill Meeker, Trust e UWO J. R. 
~eeker for Lifetime Benefit of L. H. Meeker 

Date:_c;__J_f _r 6'+-h_ 8 __ _ 

ish the owner of the soil with a copy 

Daniel Hill Meeker, Trustee UWO J . 
Meeker for Li etime enefit of L. H. Meeker 

True and Correct 
copy of 

Original filed in 
Reeves County 

r'.l~:~rkc. ()ffir.A 



. , 

STATE OF TEXAS § 

COUNTY OF ~rftll\t § 

Before me, the undersigned authority, on this day personally appeared Julian Wade Meeker, Trustee UWO J . R. Meeker, 
for Lifetime 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 f~r ~d consideration therein expressed. 

Given ~rleqey~d-sea 'this the ~"-day of_ 1998. 
~~~:<;<><-""'"' ·''{.~ ; , • 

. :;.-:-~~~ NAT ASHJ\ J. LYMAN tff-:jiJ:' NOTARY PUBLIC 

\\~~:J M~~:;.~;p~~~~~-;8 
~.~,,,,,n"' -'<>O"'"C 

STATE OF TEXAS § 

COUNTY OF ·]i:t vCVL.f-§ 

Before me, the undersigned authority, on this day personally appeared Daniel Hill Meeker. Trustee UWO J . R. Meeker 
for Lifetime Benefit of L. H . Meeker known to me to be the persons whose names are subscribed to the foregoing inst:rurilent, and 
acknowledged to me that they executed the same for the ~oses and consideration therein expressed . 

• e~<; ::~~~~~~g:~~y~~:~this the ;J dayo 1998. 
.. . ;>;:;-:-;·~ r.1, l'.,;,i1-'\ J LfMAN 1J : : ~~1~ .. ~~ NOl ARY PU8LIC ~ 
•. • J-f~\_).J STAT:= OF TEXASJ 

~~;c,~ • .f.~ My Comm Ex:>. 10-31-98 
\ ' 'Inn<' • 

• ¢?'0~~~ 

• ••• • 
STAU OF TEXAS § 
•••••• • • 
C€)UNTY OFJaf"(Ovft.f-§ 

• .. ,. ... 
• • Before me, the undersigned authority, on this day personally appeared Lawrence Hill Meeker, Trustee UWO J. R. 
~jr, for Lifetime Benefit of L. H. Meeker known to me to be the persons whose names are subscribed to the foregoing 
i.iistrument, and acknowledged to me that they executed the same for the purposes and consideration therein expressed. 

/J VA._ day of.___.u4fk.~~~~:______J 

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 ~ 

i /,.".fo~ MONICA MARLO~~- .! IPj~t'\ NOTARY PUBLIC 
i~"S.).:~.j/) State of Texas 

~"iof\~ Comm. Exp. 10-30-99 
~ I 

...... ~ •• -- • ., ....... Cll . .. ......... , 



CERTIFIED TRUE AND CORRECT COPY CERTIF!C,AR 1 1 cy 
STATE OF TEXAS TILE NO. :::J..) r; 0 
COUNTY Of REEVES FILED : ll/. S/9 8 
The above and foregoong IS a fu'l true and fl(ljrecl pho.ographlc copy of the 
ongmal record now 10 my lawful custody and posseSSion. as the sanne ts 

~:~~n~t~ 
~~}.~~eretJmltl~ RECORD~ 1 1/5 /.!)8 

l:~'"'~ l'J.-_ 
f~fj3j~~~' DIANN~. F OR , CLERK 

\ · ~· , j RE~C TY. TEXA 
"- ·YJ ~ ••• ~ «.; ~.ss co~ BY • ~ DEPUTY 

.• ,._...... 1rg1n1a a olll1no 

\ . 

•• • . . .. 
· ~ . 
•••• • • • • • • 

• ..... 
• • •••• 
• •••••• • • 

• 
··· ~ ·· • • 
• •••••• . . 



Gcaenl l..Jad Office 
Rc.lioqobbmnt Act LUJe Form 
Revised, September 1997 

Keenom /If) 
\ ~ Oll. Ai'iD GAS I...E.ASE 

THIS AGREEMENT is made md entered to t!W 19 d.ly of August l9_9.ft_, betwe::n the State ofTc::us, arong by ;md through iu 
ag:nt. Dorothy J e an Rift, Indiyid\ia11 y and as Trustee of the Thoma s Hi 11 

----~I~~~5uB~£~;u~~;~t~s~~~u~~e~~~~-Lff~~r~~1 ~~t~Q~;~r~~£~.~t~·¥~:Lx~~~~n~c~~~6~luH~?f __ .J~a-n_e_s_T_r_n_s_t ________ s~d~~~ 
(Give ~crnmeor Address) · • 

herein referred to as the owner of the soil (whe'.her ooe or more), and. __ t;.,;...;;~~aa~y~ ' 7J:...:o"";"';'hri-:s..,o~n:_:::---:-:---;:;-;:;-;:;:------­
--------------------------------------~2~Q~3~W~.~w~a~l~l~,~S~t~l±j~t~e~8~0~0~------------------~or 

H1dland , TX 79701 
(Give P=eru Addrc:s.s) 

1. GRANTING CU.. USE. F<X' :znd in COC$id:.r.ttion of :he 31l'l0unts stllcd below ;md of !he covenants :md agreements to be pa:d, k..)lt and pc:ii:rmed by 
L=ee under this !ease, the Sute ofT= ac'..iog by :md lhrcugb the ownc:: of the soil. hereby ~ I= aod lets lm10 L:ssee, for the sole and only purpos: of 
prospecting and drilling fu r and producing oil :znd ,p.s., l:~yL'lg pipe lines. building t.l.oks, stt:riDg oil l%ld building powc:r sb.ticns, tdepboae line.s and or.'lc:: Slnlctllr:l 
thereon. to produce, save. Uk: c:ll'e of. tt=t :md tr.Lo.Sport s~d prcduc-.s of the le=. the foUowing landl siwatcd in Reeves County, Stuc 
ofT c:us, to-wit: 

••• • • • ... . 

Block 5 9 , Publ ic School Land Survey 

Section 43 : 

Section 44: 

Section 4 5 : 

All 

A l l 

All 
con!Aitt!Jt 1 , 9 2 0 • • • =· mere or l=. The bon\:3 consider:u.ion p~d fo r this 1= is as follows: 

•• • 
• 

•••• • • •••• 
• •••••• • • 

• 
• ...... 

• • 

TorheSt:U.: ofT=: S i x Thousand one Hundred E ighty-seveR and 50/100------
Dcllars (S 6 , 1 8 7 50 ) 

Tothe owncr ofl.be scil : S i x Thousand One Hundred Eighty-seven and 50/100 - - -: ­

Doll:~.-s (l 6 , 1 8 7 . 50 

T 1 Thousand Th r ee Hundred Seventy-five and No/ 100 To~bon~ corui~oo::~~w~e~~v~e~~~~~:_------~------------------------=-------------------~-
Doll:us (S 12 , 375 . 00 

Thi ~nus consideration p~d rer::r=ts a bonus of, ___ .:F:..:1=-· .o;f.-?tT=y!...,.,;-?ar:n::.d.:::.......::N~o.!./-71=-0.:::..::0:...-_-__ -_-...,-"-'--,:;-,-"'F'---_-__ -_-_-__ -_-_-_-__ -_-_-__ -__ 
• • Dollars (S 50. 00 ) per a=, on 247 , 5 netac;es. 

2. TER.'rf. Subject to the other provisions in this lease, this !cJ.Se sh.:lll be fo r :1 ~rr.l of Five ( 5 ) ye a rS from this dll: 
(herein c:.1lld "r;:rimarJ t.e:m ") 31\d as long thcrew: as oil :!nd gas, or either of them, is prcdu~ ia jlaying quanticic:s from said land. 
As used in this IC"J.Sc:, the renn 'j)rodu~ iD pay in.: quantities' mc:ms ch3l the rc~ipts from lhe sale or othe:- :w!horiz.:d c::cmrncrciaJ use o f c!-.e substan~(s) cove::J 
aee:d out of ;><Kl::ct opc=rational expeo.sc:s fur the six :ncnc.'ls I~ pJ.St. 

3. Delay Rcmals: lf oil or gas 10 paying quanuues is not bc1ng produced from che pr:mises on the firsc ann1vers~ date ofllus Lc3Sc: and there are thc:n no dnlling 
operations bemg conducted on che prem1scs, then th1s lease sh:!ll tc~mmate unless. (Ill or before such 31\navers:~r:· date. L:s;ee shall pay, y, d1rectl~ to the o"n~~ of the soil 
and a hke amount paid or tendered to the C0;1.1;\.11SSIONER OF THE GENERAL LA;-.oD OFFICE OF THE STATE OF TEXAS. AT At.:STr.-:, TEXAS. a delay rcntalm 
the amount spec1ficd in the fo llowing schedule multiplied by the numbc:r of acrc:s then covered by this le3Sc, \\ h1ch payment. "hen timdy mace. shall continue this le3Se for 
a penod of one ( I) additional year. In li ke manner and upon payment o f the amounts set out 111 the folio" ing schedul( . thiS le3Se mav be funhc:r conunue for succeSSi\ C: one· 
} Cat pcnods during che pn mary tcm1 of this k3S.: pro' ided th:~t payment is mode on or before the anni,ersary date · 

Ann!' ers~n Date Del a' Rental per .=\ere 
FirSt S 1.00 
Second S 1.00 
Third S 16.67 
Founh S 16 67 

True and eorrect 
copy of 

Original filed in 
Reeves County 
Clerks Office 



. 4.. . PRODUCTION ROYAL TIES. Upon production of oil and/or g:u.. Lessee agrees to pay or cause to be paid one-half ( 112) of the roy1.1ty 
prov1ded for l1l th1s lease to the Commissioner of the Ger.cral L4nd Office of the Sw.e of Texas. ;u Au.stin. Taa.s, and one-balf ( l/2) of rue!:! royalty to the own f 
the soil: a- 0 

(A) OlL Royalty ;>ayable 0:1 oil, whic!t is defined as including all hycrocarbons produced in a liquid fc r-:n at the mouth of the well and also as :til 
cond=nsate, distill3L:, ~d other liquid hydro~ns r:-...ovc~d. from oil or gas fUJ'l throuz,h a se,ar.ucr o~ other cqui):me!lt. as hae!n:J.ftc: proviCc.d, shall be 

3 I 1 6 part of :he gross produc-.Jon or the m:uket value thereof; at :he opuon of the owner of the so1l or the Cc=i.ssioner of the 
<ft:neral L311d Office, suc:!l value to be dc-..ezmined by 1) the hipc:st posted price, plus pre:nium, if any, offe~d or paid for oil, condensat.c, distillat.c, or other liqu id 
hydrtx:J.rbons. respectively, of :s lilce ryr- and gra-lity in the g:::~e..""3.1 area where produced ~d whC':!_ run, or 2) the highest r=rX=t price th=f offered or P'lid in the 
ge:~cral a.r:a where produced and when run. or?) the gross proc:::d.s o f the sale the:"Co(. wh1c.'lever IS the gr-~r. Lnsee ~that before any gas produ~d !i'cr:1 the 
lezed premises is sold, w.:d or processed in a plant, it willtc run free of cost to the royalty ownen through an ;ukquau: oil ;u:d gas separator of convcntion.;U rfPC., 

0 
otl:cr equiprr.ent at least as effic!ent, so that all liquid hydroc:ubons rccover.lble from the gas by such mc:uu will be m:overcd. The requirement that such gas be run r 
through a separ.uor or other equipment may be waived in writing by the royalty ownen upon suc!l tcnns and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including fl31'Cd gas), whiu is defined as 3.11 hydroc:lrbons anc g~ous subsunces cot defined 
as oil in subpangraph (A) above, produced from any "NCU on s.:Ud land (c:~t as provic:!ed herein with respect to gas proc=d in a pl311t f~ the c:xtractioo of 
gJ.SOl!ne, liquid hydrc~n.s or other produetl) sh:lll be 3/16 part of the poss ;~roduction or the n:::ulcet value th=t: at :he option of the 
owner of the soil or the <Ammi.ssiona of the G=c:-al Llnd Of: c.:., such value to be based on the hi&}:c:st :narl::et price paid or offe~d for g:u of <:Otnpanble quality in 
the gener:ll are:a where produced llld when run. or the ~ss prie= paid or offered to the producer, whicheva is the grc;u.cr. provided t.h:>t :he m=imum p=.m: base 
in me1..<uring the gas unc!u this lease shall cot a.t any time cx=d 14.65 pounds per SquNC inc.'t absol~ and the st:uldud b= t.emper:llllr: shall be sixty (60) 
degree3 F:Lhrt:nheit, corru:tioo to be made for pressu:: = rC:iog :.0 Boyle's l..lw, and for specific gravity x::ording to tcs::s made by the BalaDc:::: Method or by ~ 
roost approved method of:.e3ting be:tlg us.:d by :.be indusny a.t the time of:csting. 

(C) PROCESSED GAS. Royalty on any g:u processed in a gasol!nc plant or ot.'ta plant fo r the recovery of gasoline or other liquid hydroc.ubons 
sh:l.ll be 3/16 p:llt oft.'lc r::sic:!ue gas and t.'le liquid hydrconons =c-..:d or :he rn.arlc:o:: vaJue the:"Co f; at the option of the 
owner of the soil or the Com;nissioner of the C-e:Je:-J..I Llnc:! Offic:.::.. All royalties due bc::-ein sbaJI be based on o r..: hundred ;x: :::..-nt (I CO~'.) of the total pl:un 
prcduc:.ion ofn:s idue g:!.S aariout:::!ble tops ;:roduc..:d frcm this le:ue., :ind on fifty pC"C..-:~t (50%), or that pacent ac::-:1.1ing to L.:ssee., ·..,hic!leva is th~ gre:ucr, of the 
tot.l.l plant proc:!uction ofliquid hydnx:u-bon.s ~out.:lble to th: ps produc::d f:-o m this lease; provided that if liquid hydrcQl'!lons arc rceovc:rcd from ;ps pro=:! 
in 3 pl:1nt in wh ich ~c: (or its pa.-:nt.. subsidi;uy or ~li:ue) owns an :merest., then the p<:rt:::JL:4:: 3pplica.ble to liquid hyd.-cc.lrbons shall !lc flfty pe=:a (~00/.) cr 
the !li~cst ;x:rc:nt ac.:::-uing to 3 tl-.ird p3Jt)' proc~sing ps t."'U"oug_'l sue!! piJnt unde~ 1 proc.:ssing agre=:ne:1t oe&otia.:.:d at :urn's lengt.'l (cr if dle:"C is no sue!:! third 
P~A ~ .. highest pe:-c:~t then being : peC.:t:ed in pro=sL-:g ~=ents or contr.IC:S in tl-.e industry). whict!eve: is the great:r. The res1=ective royalties on residue g:u 
and oil Tiquid hydrc..:::l :~,ns shall be deu:rr.Ur.d l>y 1) t.':e :li&-":est m:u-lce: _;:~ric.: paid or ;;ffcred for :~.~y g"JS (or liquid hycroe:W.:cns) of compar;J.ble quality in t.'lc: 
g~"~e:t.. or 2) the ~ css pric:: paid or offc:.:d :or such residue g:u (or t.'le we:g.l,ted ;rver.~ge gross selling pric.: for the :-=:;p~ivc: g;-Ues o(liquid hy~r.s), 
w~~ev~ is the grc:u.cr. ln no eve.'"lt. however, s.'lalllhe royaJ tics payable under this paragraph be less than t.':e royaJtics ·.vi-Jeh would luve b=::~ due hJ.d tAe g:u :lOt 
beer1'proc:.:ssed . 

• •• • • • • •• • (D) OTHE.~ PRODUcrs. Royal ;:-· · :.. cJrilon black, sulphur or :lllY othe: ;:roduc-.s produc::d or :nanufJc:cr:d !':-c;n g:u (e~c:ptng liquid hyt!roq;-l::o;.s) 
wh et..'ler 13.id gJS '.Jc: •casinghe:ld, • • dry," or Jr.~ other ,ps, by fr.le:!onating, burning or 3t'IY other ;m:c=ss!ng !hall t:e - 3/1 6 ~il."t of :t:e 
~ J,t~ucti::m of such produc:s. o r the l':larlc:: valu: thereof, at t!1e cpticn of the ow:::: of the soil c r the C~=issioner of t.'le Ck:Jenl ~g_ Office, sue!! m:!.t !<:t 
valu' to t:e dc: te:-:nined as fellows: I) on t.l,c: bas~ oitl':e big.'lcst mar!c: t pr.c : of e:u:!l product for t.':c: Sar.le month in whic!'l such produc: is ppduc: d, or 2) on l1lc 
basis of ~e average gross s:l.le pric:: of c:='l procuc: for tl:e same mcnt.'l ir. whic.'l ruch produc:s arc produc::d; whichever is cpe gre=r. .,. 

1 
•: • ••: r V 

• 5. MINll\.IUM ROYALTY. Duri::~g 311}' yc:u- afler th<r . ~;:tpir.l~on of the primary ter:n of :.his le:uc:, i f this lease: is maintained !Jy P!educcon, the royalties 
paieouneer this leas: in r.o eve::t s!Wl be le:ss than an ;ur.ou:u equal to ihe totaJ annual delay rcnt..l.l hC!'Cin provided; othc::wise., there sh~ : be e_ue a.od payable on or 
befcre lh~ l:ut d3y of the month -uc:::: ding the :~nnivenarJ d:u: of this lease 3 sum equal to the tct!l :mnual rcntl.J le:ss the :ll'Count ofl":";' J.i t c:s paid during the 
prc::::din& year. llP~ph 3 oft!'ii:s l=se c!c:<::s not ljX-U] :1 c!ds) te.tbl :IIT!Obilt; the ::~ fo r the pW]lCSCS of this p:J.rJ.gr.Jph, the delay rc nt.al = ou:u !h:Ul be one 
do llar (S 1.00) ):er acre. 

6. ROYALTY IN KIND. Nocwith.sur.ding i11lY ot.'ler provision in this leas:, at any time or from time to time, the owner of t.!le soil or the Commissioner 
of the Genc:-a.i t:and· Office may, at :he: ope on of : H.':er, up,;n r.ot less than sixty (60) days notice to the holder oft.'le lease, r:quire th:u the paym=t of any royalti~ 
acc:'IJing :o sue!\ royalrt owner under this leJSc: be m:IC: in kind. The owner of the soi l's or the Commissioner of the ~ne:-al Llnd Office's right to ulc: its royi!l ty '" 
kind shaJl no t diminish or negate the owner of the soil's or the Cor.unissionc:r o f the Ge:~enl L311d Offic::'s rights or Lessee's obliptions., whc::.!ler e.;(pr:ss or implied. 
under this lease. 

7 . NO DEDUCTIONS. ~ J.gre~ tha.t all royalties ac:::uing unc!er this lease (including those paid in !dnd) shall be .witr.out deduc:icn for the cost of 
prod~cing, pthe:ing, storing, se;JJr.Uing, t:1::ulng, dc.'lydrating, compr-_ssing, proc.:ssing. tr..m;x:rting, and otherwise malc.iog t.'le oil, g:lS and other produo::s · 
hcr::lllc:!er rc:u!y fo r sale or use. Us..sr:: ag;-:-..s to compute Jlld pay royalties on the gross value rec.:::ved, including any rcir:~i::ur.ements for sevc: :-:11'1C.:: :;ues lJid 
product:on ~l:~ted costl. 

8. PLANT FUEL AND ~CYCLED GAS. No n::yalt"f shall bc papble on i11lY gas as may rep~cnt this le:ue's prop<:~rtioo:u:: sha:re of my fud u.sc:d to . 
proce!s g:IS ;:rocuc:d hc::-:unce~ in any proc:ssing pli11lt. Notwith.sunding a.,y ot.'lc:~ provision of t.'l!s lcJSe, and subject to t.': c: .... -nn.en c.cnsc:::t of :.he owne: of th~ soal 
3lld :.he Commissioner o f r..'le Genc::-:U Land Offic::, L:sse: ;:t3y r:c-Jc!c gas for gas lift ;JUf?OSes on ~ie kJSed premises o r fe r i.nje::.ion into ~y oil or g:IS ~roduc:r.g 
fcmnt:cn unc:!erlying the: leased prr.r. isc:.s a..~er t.'lc liquid hycrcc;!J!:x:ns cont..!ncd in the gJ.S h:~v: : c:n removed; no royalties shaJl i>c ;:~y:!b le on :;:~ r::yclcd p s 
a.:ntil it is produe: d llld sold or wed by ~:;sc: in J r.ll.".ller w!lic:-. e:otidcs the royalty owne:-s to a royalty undc ~ this l= J.S:. 

9. ROYALTY ? A YY!F.'ITS A."'D R.E?ORTS. All rovO!.lt:: s not l..llc::J in k:nd sh:Ull::e paid to the C~or.mi~sionc : o f L':e Gc::e~ L3nd Of.ic: :u Aus:in, 
Tc.x::.s, in the following m:~:1.ncr: -

F!:'m~:lt o f:oy~Jty on produc:ion of oil ar:d ps sha:! be :IS ,roviced :, :he: rules sc:: fo r_'l in t.'lc: Tc::::.s R:~:~t.::. R::lcs c·.!..~::~·ly provic : t.i:u roy:~lty on oil is cue 
and t.:u~: be r: : :ived in the Gent:-31 ~d Of.ice on cr b::orc :he 5th :!a;. ')i :.'lc: second :::onr..'l s:.:c:..-::ing t.'lc monr..'l oi ;>rcduc::on. ar.d :cyalry en g:s is du:_ :;.~d ._ 
mw; be: rcc:ived in the Ge:Je:-J..I LJJ'ld Office en or be:"or= u~: i ~t.'l d:~y oft.ic sccor.C: n-.cn:.'l ~uc:;.::ding the mont.'! oiprcduc:..ion, acc.1r:ltJanid by t..'le lffi(b"'11 ~~t:.e _ 
ownc:. m:m;~gcr or othe ~ 3t:thoril'.d :1g: :1t. cemol:::c! in th~ fcr.n md mi11lnc:r prescntx:d b:- :he Ck~cnl L.lm.l Offic.: :u;d shewing the g:-oss amount :llld dis?~stt:~:l- ot 
all oil :1nd gJ.S produc=d anc:! the ;:tarket value of :.he oil and g:J.S. tcgct.icr with 1 copy o f ail doc·J:r.c~ts. " :::orJs or re;;cr<..s c.:n::r.ning th: yoss _;:~reduction. dlspcs:t;cn 



True and eorFeet 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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:1nd market value including gas meter readings. pipeline receipts, g.a.s line receipts and other cbech or memoranda of amount produced and put into pipelines, tanks 
or pool5 and gas lin.es or gas storage, and any other reports or recants which the Genenl Land Office nuy require to verify the gross production. disposition and ' 

' marlcet value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office.. Each royalty payment shalt be 
accompanied by a check stub, schedule, summary or ocher remittance advice sho:Mng by the assigned General Lmd Office lease number the amount of royalty be" 
E?aid on each lease. ~!Lessee pays his royalty_oo or befon: thisty (30l.days after the royalty payment was due, then Les.see owes a penalty ~f 5% on the royalty or 

101 

S25.00, whichever is greater. A royalty p.yment whlch is over thiny (30) IUys late shall aec:rue a pcn.alty of IC>-h of the royalty due oc $25.00 whichever is~­
In addition to a penalty, royalties shall acaue interest at a ra1e of 12% per yur; such interest will begin accruing when the royalty is sixiy (60) days ovCl'duc.. 
Affidavits and supporting documents which an: not filed when due shall incur a penalty iD m amotmt set by the General Land Office a.dmiDislrative rule which is 
effective on the ~Ute whej the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or cawing royalties to be paid as 
pl"e$Cribed by the due date provided herein. Payment of the delinquency penalty shall iD no wzy opcnte to prohibit the State's right of forfeiture as provided by law 
nor act to postpone the date on which royalties wac originally due. Tbe above penalty provisioos shall aot apply in cases of title~ as to the State's portion of 
the royalty or to that portion of the royalty in dispute as to fair m~ value. 

10. . (A) RESERVES, CONTRACfS AND OTIIER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with 
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all con ~nets tmdcr 
which gas is sold oc proec:ssed and all subsequent agrecme:ms and amendments to such cooii'3Cts within thUty (30) IUys after entering into or malcing such contracts, 
agreements or amendments. Such contracts and ag:n:c:mc:nts when received by the Genc:rall..and Office shall be beld in confidence by the General Land Office unless 
otherwise authorized by Lessee. All other ccntracts and rea~rds pertaining to the production, transportation, sale and marlceting oftbe oil and gas produced on said 
premises, including the books and accounts. receipts and discharges of all wens. tanks, pool5, mcll:lS. md pipelines shall at all times be subject to inspection and 
examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations oa this lease: shall be submitted to the Commissioner of the ~raJ 
Land Office by Lessee or operator five (5) days before spud date, worlcover. re-<ntty, temporary abandonment or plug and abandonment of any well or wells. Such 
written notice to the Gcoeral Land Office shall includ.e copies ofR.lilroa.d Commission forms for application to drill Copies of well tests, completion reports ·and 
plugging reporu shall be supplied to the General Land Office at the time they an: filed with the Texas R.ailroad Commission. All applications, permits. reports oc 
other fil ings that reference this JellS(: or any specific well on the leased premises and that are submitted to the Texas R.lilroad Commission or any other governmental 
agency shall include the word •state• in tbe title. Additionally, in accordance with Railroad Commission niles. any signage on the leased premises for the pwpose of 
identifying wells, tank batteries or other associated improvements to the land must also include the word "State. • Lc:ssee shall supply the General Land Office with 
any records, memoranda. accounts. reports. cuttings and cores. or other information relative to the operation of the above-described premises. which may be 
requested by the Gc.ncral Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the 
bore-hole section, from tbe base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of 
the l~g i! each survey on each well to the General Land Office within flft.een (15) days after the malcing ofsaid sUIVey. 

• • • 
• • • (q PENAL TIES. Lessee shall iDcur a penalty whenever reports, documents or other materials are not filed in the General Land Office when 

du~ •11!JtCnalty for late filing shall be set by the General Land Office administrative rule which is effectiYe on the date when the materials were due in the General 
Lantf ~ffi&:. . - "1 

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

o f oit flP !as on said land. Lessee should drill a dry hole or holes thereon. or if during the primary term hereof and aita the discovery and aaual production of oi~or 
gas.~'ll.~e leased premises such production thereof should cease from any cause.,, this lease shall not tmninate if on or befo re the expiration ofsixly (60) days frOm 
date~f completion o f said dry hole or cessa.t:ion of production Lessee coaunences additional drilling or reworking operations thereon.. or pays or tenders the next :1,; 

annuai delay rental in the same manner as provided in this lease. u; during the last y~ of the primary term or w ithin sixty (60) da)'l prior thereto, a dry hole be .- :.; 
completed.and abandoned, or the production of oil o r gas should cease for any cause., Lessie's rights shall remain in full force and effea without further operati~,: 
unt!l:tM Upiration of the primary term; and if Lessee has not resumed production in payiDg quantities at the expiration of the primary term, Lessee may maintain ihis 
lease by CQnducting additional drilling or reworlcing operations p\ll'SU3[)t to Paragraph 13, using the expiration of the primary term as the date of cessation of 
pro~l!t!"'fundcr Paragr:~ph 13. Should the tmt well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
primary tenn he~of; Lesste may resume: payment of the annual renul in the same manner as provided herein on or befo re the: rental paying date following the 
e ::o:pir:uion of siltty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto 
terminate. If at the expiration of the primary tcnn or any ti.me thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in 
accordance with the shut-in provisions hereof. 

12. DRILUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If; at the expiration of the primary term, neither oil nor gas is being 
produced on said land, but Lessee is then e ngaged in drilling or rewooong operations thereon, this lease shall remain in force so long as operations on said well or for 
drill ing or reworking ofany additional well are prosecuted in good faith and in-woriananlilce manner without inteJTUptions touling more than si::o:ty (60) days during 
any one such operation. and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in payiDg quantities from said land. or 
payment o f shut-in oil or gas well royalties or compcnsa.tory royalties is made as provided in this lease. 

13. CESSATION. DRILLING, AND REWOR.KlNG. If. after the expir.u.ion of the primary term, production of oil or gas from the: leased premises, after 
o nce obtained, should cease from any cause. this lease shall not terminate ifl.e= commences additional drilling or reworlc.ing operations within siltty (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 worlonanlilce manne r w ithout 
interruptions totaling more than si::o:ty (60) days. If such drilling or rewo rlcing operations result in the production of oil or gas. the lease: shall ~main in fu ll force and 
e ffect for so long as o il or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatOry 
royalties is made as provided herein or as provided by law. If the drilling or rewooong operations re.sult in the completion of a well as a dry hole. the lease will not 
terminate if the Lessee commences additional drilling or reworking oper.uions within si::o:ty (60) days after the completion of the well as a dry hole, and this leJ.Se 
shall remain in effect so long as Lessee continues drilling or reworlcing o per:u.ions in good faith and in a worlcmanlike m;mner without intenuptions totaling more 
than si::o:ty (60) days. Lessee shall give written notice to the Gener:ll Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes o f this pang:raph, •well" me:ms any well that has been ass igned a well number by the state agency having 
jurisdiction over the production of oil and gas. I ( at any time after the expiration o f the primary term of a lease that. until being shut in, was being maintained in 
force and effect, a well capable o f producing o il o r gas in pay ing quantities is located on tht leased premises, but oi l or gas is not being produced for lack of suitable 
production facilities or lack o f 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 S 1,200 a year fo r each well capable o f producing oil or gas in paying GUantitics. V o?r' !!Ji'pll 3 ef litis lc:oe does oct specif) a del&) iiAnl 

ems ""' lA a" for tht purposes o f this paragraph. the delay rental amount shall be: one dollar (S 1.00) pe r acre. To be effec tive, each initial shut-in oil or gas royalty 
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must be paid on or befon:: (I) the expira.t.ion of the primary term. (2) 60 days after the Lessee OC3.Ses to produce oil or gas from the leased premises, or (3) 60 da)'l 
after L=e completes a drilling or I'CWOfking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half(l/2) 
to the Commissioner of the Gcnerall.md Office and one-half(l/2) to the owner of the soil. If the sbut-in oil or gas royalty is paid, the lease shall be considered to be 
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary tam. or from the first day of the month 
following the month in which production ceased, and, alter that. if no suitable production facilities or suitable marlcet for the oil or gas exists, Lessee may extend the 
lease for four mon: succe:ssive periods of one (I) year by paying the same amount c:a.eh year on or befol'c the expintioo of each shut-in year. 

' . 15. COMPENSATORY ROYALTIES. 11; during the period the lease is lctpt in effect by p2)'TilCDt of the shut-in oil or gas royalty, oil or gas Is sold and · 
delivered in paying QUlllltities from a weU locaLed within one thousand (1,000) feet of the leased p~ and completed in the same producing n:sc:rvoir, or in my 
case in whkh drainage is ocauring. the right to continue to mainta.io the lease by paying the sbut·in oil ~gas royalty shall c:e:a.s.e, but the IC3SC shall remain effective. 
for the remainder of the year for which !be royalty has been paid. The t.cs.sce mrt mainain the lease for four mon: suc:=sive yC31'5 by W.sce paying co~ry 
royalty at the royalty raLe provided .in the I~ of the market value ofproduc:tioo fiorn the well c:ausing the drainage Ol"Which is complet:d in tbe same producing 
reservoir and within one thousmd (1,000) feet of the leased premises. 1be compensatory royalty is to be paid monthly, one-ha.lf(l/2) to the Commissioner of the 
General Land Office and one-half(l/2) to the owner of the: soil, ~ng oo ~ bc:fOl"C the last day of the month following the month in which the oil or psis 
produc:cd Crorn the wdl causing the drainage or that Is completed in the same producing 1C$UYOir and IOC3%ed within one thousand (1 ,000) feet of the leased Pn:miscs. 
If the compensatory royalty paid in any 12-month period is in an amount less thalllbc annual sbut-in oil or gas royalty,l..cssce shall pay an amount equal to the 
d ifference within thirty (30) days fiom the end of the 12-month period. Compcnsatoty royalty payments which arc not timely paid will accrue pcn.alty and interest In 
accordance with Paragnph 9 of this lease. Nooc of these provisions will relieve Lc:sscc of the obliptioo of=onahle development nor the obligation to drill offset 
wells as provided in Texas Narural Resources Code 52.173; however, It the dctaminalion of the Commissioner, and with the Commissioner's written approval, the 
payment of comperuatery royalties cao satisfy the obliption to drill offset wells. . 

16. RETAINED ACREAGE.. Notwithstanding any provision of this lease to the contrary, after a W'Cll producing or capable of producing oil or g.a.s has 
been complet.cd oo the leased pn:misa, Lessee shall exercise the diligence of a n:asona.bly prudent opcntOr in drilling such additional well or wells as may be 
n:3Sonably nec:essary for the proper development of the leased premises and in marlceting the production thereon. 

(A) VERTICAL. In the event this I case is in forc:c and effect two (2) years after the exriratioo da.tc: of the primary or extended term it shall qtcn terminate 
as to all of the leased premises, EXCEPT (I) 40 aacs sum:~unding each oil well capable of producing in paying quantities and 320 a.cn:s SUITOunding each g.as Wl:ll 
Qpable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hen:of), or a well upon which Lessee is then ehg:~ged in 
continuous drilling or reworking opcr.u:ions, or (2) the nwnber of acres included in a producing pooled unit pursuant to Texas Narural Resources Code 52.151-
52.1 53, or (3) such grc:uer or lesser number of aacs u may then be all~d for production purposes to a proration unit for eac:h such producing well under the rules 
an~.e~ons of the Railroad Commission ofTe::us, or any successor agenc:y, or other governmental authority having jurisdiction. If aL any time a.ftc:r the effective 
datc.o'tac" partial termination provisions hereof; the applic::!.ble field rules arc changed or the well o r wells located thCTCon arc reclassified so that less acreage is 
the~ allocated to said well or wells for production purposes. this le:J.Se shall then:upoo terminate as to all acreage not thereafter allocated to said well or wells for 
p~!!o"purposcs. Notwithstanding the termination of this !case u to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the ngnt of 
ingr~ to and egress fiom the lands still subject to this lease for all purposes described in Paragraph I hereof. together with easements and rights-of-way for existing 
roa~~~ting pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands"), for access to and from the 
n:ained laflds and for the gathering or tnruportation of oil, gu and other minerals produc:cd from the retained lands. f ... . ",;_ . . 

• • • • • (B) HORlZOI'ITAL In the event this le:lSe is info~ and etfec:t rwo (2) years a1kr the expiration da.tc: of the primary or extended tcnn it shall further 
tennTnal~ :S to all depths below I 00 feet below the total depth drilled (bcreinafta "deeper depths") in each welll~d on aacage retained in Paragraph 16 (A) 
above: unless on or befon: rwo (2) years after the primary or extended term Lessee pays an amount equal to one-half (112) of the bonus originally paid as 
cor~~~n for this lease (as specified on page I hereof). If such amount is paid. this lease shall be info~ and effect as to such deeper depths.. and said 
termPhatiolf shall be delayed for an additional prnod of two (2) yeazs and so long then:afta as oil or gas is produced in paying quantities from such deeper depths 
cov;:,CJI.~is lease. 

• • 
(C) IDENTIFICATION AND FlUNG. The surface acreage retained hereunder as to each well shall, as nearly as practic:al, be in the form of a squ.are with 

the well located in the center thereof; or such other shape as may be approved by the Commissioner of the General Land Offic:e. Within thirty (30) days aft.ct partial 
termination of this leue as provided hen: in, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acn:age and/or 
dep ths not retained hereunder. The rewrded release. or a cenified copy of same, shall be filed in the General Land Office, a.ccompanied by the filing fee prescribed 
by the General Lahd Office rules in effect on the !!au: the relc::lSe is filed. If Lessee fails or refuses to aec:ute and record such rele:lSe or releases within ninety (90) 
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may dcsign:ue by written instrument the a.c:re:1ge and/or 
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties when: the leue is loc::ued and in the official records of !he 
General Land Office and suc:h 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 le:lSe shall relieve Lessee of his obligation to protect 
the oil and gas under the above-described land from being drained. Lessee, sublcsscc. receiver or other agent in control of the leased premises shall drill as many 
wells as the facts may justify and shall use appropriate me :lOS and drill to a depth ncc:es.sary 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 pn:mises, or in any case when: the leased premises is being 
drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or 
wells upon the leased premises within I 00 days after the draining well or wells or the well or wells completed within 1,000 feet o f the leased premises start producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the swutory offlet obligation may subject this lease: and the owner of the 
soil's agenc:y rights to forfeiture. Only upon the determination of the Commissioner o f the General Land Office and with his wrinen approval may the payment of 
compensatory royalty under applicable stan.Jtory parameters satisfy the obligation 10 drill an offset well or wells required under this paragraph. 

"1 

18. FO RCE 1'-rWEURE. If. after a good faith e ffort. Lessee is prevented from complying with any express or implied covenant of this lease, from 
conducting drill ing operations o n the (cued premises, or from producing oil o r g:lS (rom the lc:lSed premises by re:lSon of war, rebellion, riolS, strikes, aelS of God, or 
any valid order, rule or regul ation of government authority, !hen while so prevented, Lessee's obliption to comply with such covenant shill I be suspended and Lesse: 
shal l not be liable for damages for failure 10 comply with such covenarllS; additionally, this le:lSc: shall be extended while Lessee is preventcd, by any such C3U.Sc, 
from conducting drilling and reworking operations or from producing oil or gas from the: leased pre:nis es. However, nothing in this peray3ph shall suspend the . 
pay ment of delay renuJs in orde r tO maint.lin this lease in effect during the primary term in the absence Of SUCh drilling Or rewod cing Oper.uions o r productiOdD ocf Oil t 
or gas. True an orrec 
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19. W ARR.ANIT CLAUSE. The: owner of the: soil warrants and agrees 10 dc:fc:nd title 10 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 in the leased premisel by paying any mortgage, taxc.s or other r 
on the leased premises .. If lessee malces payments on behalf of the owna of the soil undCT this paragraph,~ may recovCT the cost of these payments from ~ens 
rental and royalties due the owna of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than !he entire undivided .rurfacc esta1c iD the above 
desaibed land, whether or not Lcssc:e's ioterest is specified herein, then the royalties and rcnw bc:reia provided to be paid 10 the owna of the soil shall be paid 10 him 
in the: proportion which ~ interest bean to the entire undivided surface esta1e and the royalties and rental hen: ill provided to be paid to the Ccmmissioner of the 
General Land Office of the Sta1e ofTc:xas shall be lik~ proportionately reduced. HowevCT, before ~ adjusu the royalty or rental due to the: Commissioner of 
the ~neral Land Office, Lessee or lili authorized rqm:sentative must submit to the Commissiooa of the General Land Office a written SUtcment which explains the 
disc:n:pancy between the intereSt pwportedly leased under this lease and the actual interest ownc:d by the owner of the soiJ. The Cornrn.Wioner of the ~neral LZild 
Office shall be paid lhe value of the whole production allocable to any undivided interest not covCTCd by a lease. less the proportionate development and produttioa 
cost allocable to such undivided interest. However, in no event shall the Commissioner of the Gc:ncnl Land Office n:eeivc: as a royalty on the gross production 
allocable 10 the undivided interest not leased an amount les.s than the value of onc:-sixtec:ntb (l/16) of such gross.produc:tioa. 

(B) REDUCTION OF PAYMENTS. If; during tbe primary tenn, a portion of the land covered by this lease is included withio the: boundaries 
o f a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natunl Resoun::es Code ~ons S2.151·S2.1S4, or 
U: at any time after the cxpin.tion of the primary term or the c:xtended tenn, this lease covers a le:s.sa number of a.c:u than the total aroount described herein. 
payments that an: made on a per aac: basis heramder shall be reduced according to the number of =s pooled, releasc:d, =den:d, or otherwise severed, so that 
payments dc:tennined on a per am: basis under the terms of this lease during the primary term shall be calculated based upon the number of aaa outside the. 
boundaries ofa pooled unit, or, if a1\u the c:xpin.tioo of the primary term, the number of acres acrually retained and covered by this lease. 

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for open.tions unda this IC3Se except W1W:r from wells or 
t.anJcs of the: owner of the soil; provided, however,Lc:ssee shall not use potable: water or wuer suitable for livestoclc or irrigation purposes for watcrflood opcntions 
without the prior consent of the owner of the son. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owna of the soil for damages caused by its oper-ations to all personal propacy, improvements, 
livestoclc and crops on said land. ' 

2J. PlPEUNE DEPTH. When requested by the owner of the soiJ, Less~ shall bury its pipelines below plow depth. 

• • • 24. WELL LOCATION LIMIT. No well shall be drilled ne:ll'Cr than two hundred (200) feet to 30Y bouse or bam now on said premises without the 
wrift.,l' ~nt of the owner of the soil. . ' 

•••• f" 
• • • • l S. POLLUTION. In developing this area, Lessee: shall use the highest degree of c:arc and all proper safeguards 10 prevent pollution. Without limiiing the 

forc:go~g, pollution of co:lStal ~tlands, narura! waterways, rive~ and impounded water shall be prevented by the usc of containment facilities sufficient to prc:vent 
sp illllli-.siepage or ground wat-:r contamination. In the event of pollution. Lessee shall usc all means at its disposal to recaprure all escaped hydrocMbons or other 
polk!~~~ shall be responsiole for all damage to public aod priv:tt.c: properties. Lessee shall build and maintain fences around its slush. sump, and dr:!inagc p(ts 
and un"k batteries so as to protectlivestocl: against loss, damage or injury; and upon completion or abandonroeat of any well or ~lls, Lessee shall fill and level all 
sl~f'r. Ud cellars and completely cle:m up the drilling site of all rubbish thereon. Lessee shalt, while: conducting opc:-;u.ions oo the: leased premises, Jceep said 
premases U:e of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original 
condill'tln and contou~ as is pr:ICtit.3ble. Tanks and eqwpmc:nt will be Jcept painted and presentable. 11

' 

••••• : f 
• 16. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph. Lessee shall have the right to remove machinery and fJ..XtUrcS placed by 

Lcss.cs.PUJZe l=d premises, including the right to draw and remove casing, within one: hundred twenty (120) days after the cxpi.ra.tioa or the termination of this 
lease tnle~e owner of the soil grants Lessee an c:xtensioo of this 120-day period. However, Lessee may oot remove casing from ;my we: II c.~pable of producing oil 
and gas in paying quantities. Additionally, Lc=c: may not dnw and remove casing until after thirty (30) days written notice to the Commissioner of the: General 
Land Office and 10 the owner of the soil. The owner of the soil shall become the: owner of any machinery, lixturc:.s, or casing which are not timely removed by!.=~ 
unde r the: tcnns of this paragraph. 

27. (A)' ASSIGNMENTS. Unda the conditions contained in this paragr.:~ph and Pangraph 29 of this lease, the rights and es~s of either party 10 this 
lease: may be assigned, in whole or in part, and the provisions of this lease shall c:xteod to and be binding upon their heirs, devisees, legal representatives, suc~s.so~ 
and assigns. However, a change: or division in ownership of the land., renuh, or royalties will oot enlarge 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 perforrned 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: owna of the soil (or his he: in, devise~ legal 
reprc:sent:uives or assigns) furnishes the Lessee with satisfactory written evidence of the: change in ownership, including the original recorded muniments of title (or a 
cenilied copy of such original) when the owne~hip changed bc:=c of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest 
assigned, relieve and discharge Lcssc:e of all subsequent obligations unda this lease. If this lease is assigned in its entirety as to only part of the acrc::1ge, the right and 
option to pay rentals shall be apportioned as between the several owne~ rau.bly, according to the area of each, and failure by one: or more of them to pay his share of 
the rental shall not a.ffect this lease on the: part of the land upon which pro rata rentals are timely paid or tendered; howeva, if the assignor or assignee does not file a 
certified copy of such assignment in the General 1..3nd Office before: the next rental paying dal.C, the entire lease shall terminate for failure to pay the entire rental due 
under Paragraph J . Every assignee shall succ:eed to all rights and be subject to all obligations, liabilities, and penalties owed to the SLl.tc by the original lessee or any 
prior assignee of the lease:, including any liabilities to the St.ate for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in P:u-agraph 27(a), if the: owner of the: soil acquires this lease: in whole or in part by 
assignment without the prior wriaen approval of the Commissioner of the General Llnd Office. this lease is void as of the time o f assignment and the agency power 
of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were: roade to the owner of the soil if the assignee is : 

(I) a nominee of the owner o f the soil; 
(2) a corporation or subsidiary in which the owner o f the soil is 3 principal stockholder or is an employee of such a corpor.uion o r subsidiary; 
(3) a parme~hip in which the owner o f the soil is a partner or is an employee of such 3 parme~hip; 
(4) 3 principal stockholder or employee of the corpo ration which is the owner o f the soil; 
(5) a partner or employee in a panne~hip which is the owner of the soil; 
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(6) a fiduciary !or the owner of lhe soil; including but notlimitcc!IO a guardWl, trustc:e., execu10r, administnlor, rc:ceivc:r, or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or rc:lal.cd 10 the owner of the soil by m&rriag<; blood, or adoption. 

28. RELEASES. Under the conditions contained an this paragraph mel P;uagraph 29, Lessee:~ a1 any time exc:c:ute md clelivc:r 10 the ownc:r of the: 50.1 
and place of record a release or rc:Je.a.sc:s covering any portion or portions of the leased premises, and thereby swrc:ndc:r this le= as to such portion or portions, and~ 
relieved of all subsequent obligations as to acreage surrendered. lC any part of this lease is properly sum:.odcn:d, the delay rental due under this lease shall be reduced 
by the proportion tha.t ~ sumndcred aaeagc beall to the acreage which was covcrc:d by this lease iromedia.t.ely prior to such surrender, however, such release will 
not relieve Lessee of any liabilities which may have acau.ed undc:r this lease prior to the surrender of such acreage. 

29. FILING OF ASSIGNMENI'S AND RELEASES. If Ul or ;any part of this lease is assip!Cd oc released. such assipment or release must be recorded in 
the county where the land is situated, md the recorded instrument. or a copy of the =rdcd instromcot ccniticd by the County Ocrlc of the county in which the 
instrument is recorded, must be filed in the General Land Office within 90 days of the last c:xC'CUtioa da.te accompanied by the p1'CSC'ibed filing fcc. If any such 
assignment is not so filed. the rights ac:qu.ircd under this lease shall be subjea to forfeiture a.t the option of the Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisioos pe.ru.ining to the I= of the above -&::sen 'bed land have been included in this instrument, including the 
st:Uement of the true consideration to be paid for the execution of this lease aod the rights and duties of the parties. ADy collater.IJ agreements concerning the 
de-velopment of oil and gas from the leased prc:ltli.se$ which arc not contained in this lease render this IC3SC invalid. 

J I. FIDUCIARY DtJIY. The owner of lhe soil owes the State a fiduciary duty a.od must fully disclose ;any facts ~ling the Sta.te's interest in the leased 
premises. When the interests of the owner of the soil confiict with those of the Stuc. the owner of the soil is oblipt.cd tD put the Swc's interests before: his pc:tsOnil 
int.cTc.su. 

32. FORfEITURE. IfLc:ssce shall fail or refuse to malce the payment of my sum within thirty days after it becomes due, or iCL=sce or an authorizrcl 
agent should lcnowingly make any false rerum or false report concerning production or drilling. or iC Lessee shall fall or refuse to drill any offset well or wells in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the Gcnc:nl Llnd Office, or ifl=sce should fail10 file reports in the manner 
required by law or fail to comply with rules and regulatiorts promulgated by the General Land Office, the School Land Board. or the Railroad Commission. or if 
Lessee should refuse the proper authority xcess to the r=ords pertaining 10 oper.Wons, or ifLc:s.sec or an ;wthorizcd agent should knowingly fail or refuSe: to give 
com:ct information to the proper authority, or lcnowingly fail or refuse to furnish the General U:nd Office a correct Jog of any welL or if Lessee shall knowingly 
violate 3t'IY of the material provisions of this lease, or if this lease i.s assigned and the assignment is oot filed in the General Land Office as required by Jaw, !he: rights 
acquired under this kasc: shall be subject 10 forfe iture by tbc: Commissioner, and he shall forfeit same when sufficic:otly infonned of the facu whicb authorize a 
forfaitu..,. and when forfeited the area shall again be subject to lease: Wider the tams of the Relinquishment Act. However, nothing herein shall be construed as 
w.J~~·~ autor.tatic termination o f this le:1Sc: by operation oflaw or by reason of any speciallimiulion arising hereunder. Forfeitures may be set aside and this 
le3S~~I rig.hts thereunder rc:insw.cd before: the rights of another intc:rYene upon s:uisfactory evidence to the Conunis.sioner of the General Land Office of ruttire 
corflllijiftJ4with the provisions of the law and of this lase and the rules and regulations lha.t may be adopted relative hereto . 

• 
• •• • 33. UEN. In accordance with Texas Narural Resources Code 52.136. the Swc shall have a tim lien upon all oil and gas produced from the area covered 

by thj~ln~ 10 secure: payment of all unpaid royalty and other sums of money that may become due under this lease. By acccpunce of this lease. Lessee grants the 
Sl.:lte, an ad~ition to the lien provided by Texas Narur.U Resources Code: 52.136 and any othc::r applic:lblc: staruiOry lien, an express contl"3CtUa.. lien on and security 
inL!IrtSl Dill leased minerals in and extracted from the leased premises, all p~ds which may accrue to Lcs.sc:e from the sale of such leased minerals, whether such 
proc~eds afc held by Lc.ssee or by a third party, and all foctures on and improvements to the leased premises used in connection with the production or processing of 
such !lased minerals in order 10 sec:IU'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 
lo~~Nt.!Asor may suffer by reason ofLc:s.sce's breach of any covenant or condition of this lase. whether ex pres.. or implied. This lien and security interest may be 
foredosc:d ~ith or without court proceedin~ in the manner provided in the Title 1, Chapter 9 of the Tc:xas Business and Commerce Code. Lessee agrees thai the 
Co'llM~~c:r may require Lc.ssee to execute and ream! such insO"Uments as may be reasonably necessary to aclalowledge, attach or perfect this lien. Lessee bcrcby 
rc:pn!ents t!la.t there arc no prior or superior lierts arising from and relating to Lessee's activities upoa the above-dc:scribcd property or from Lessee's acquisition of 
this lease. Should the Commissioner a.t any time det.c:nnine tha.t this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the rig.ht to pool or unitize the royalty interest of the owner of the: soil under this lease with any other leasehold 
or m iner31 inte:-:s( foi the exploration, development and production of oil or gas or either of them upon the same terms :1S shall be approved by the School Land 
Board and the Commissioner of the Genc:nl Land Office: fo r the pooling or unitizing of the: intcrc:St of the S tate under this lease p=t 10 Texas Na11lr.ll Resourc.es 
Code 52.15 1-52. I 53. The owner of the soil agrees that the inclusion of this provision in this lease: satisfies the execution requirements swccl in Texas Natural 
Resources Code 52.152. 

35. INDEMNITY. Lc.ssce hc::reby releases and dise.harges the State ofTexas aEd the owner of the soil. their officers, employees, parmcrs, agents, 
con tractors, subcontractors, guests, invitees, and their respective succc:s.sors and assigns, of 3tld from all and any actions and causes of action of every nature:, or other 
harm. including environmental harm. for which recovery of damages is sought. including. but oot limited to, all losses 3tld expenses which arc caused by the: 
activities of Lessee, its officers, employees, and agents wing out ot; incidental to, or resulting from, the operations of or for Lcsse:: on the leased premises 
hereunder, or that may we out of or be occ:1Sioned by Lc:s.see ' s breach of any of the terms or provisions of this Agreement. or by any othc::r negligent or strictly liabl e 
act or omission of Lessee. Further, l...e:s.see hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the Swc of Texas and the owner of the soil, 
their officers, employees and agents, their successors o r assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death}, 
costs and expcrtscs. or other harm for which recovery of damages is sought, under any theory including tort. contract, or strict liability, including attorneys' fees and 
othe r legal expenses, includ ing those related to environmental ha.urds, on the lclSed premises or in any wey related to Lessee's fai lure to comply with any and all 
environmental laws; those: m sing from o r in any way rc:la1ed to Lessee 's operations or any other of Lessee's activities on the: le:1Se:l premises; those 3rising from 
Lessee's use of the surface of the leased premises; and those that m3y arise: out o f or be occasioned by Lc:ssee's breach of any of the terms or provisions of~is 
Agreement or any other act or omisSion of Lessee, its dirc:c:IOrs, offi~rs. employees, p3rtners, agents, conr:ractOrs, subcontractors, guests, invitees, and their respective 
succ:ssors and :lSSigns. Each assignee of this Agreement, or an interest thercin. :J.grces to be liable for, exonerate, indemnify, defend and hold harmless the: Sl.:lte of 
Te:a::as and the owner of the soil. their offic.::rs. employe:s. and agents in the same m:111ner provided above in coMection with the activities of Lessee, its office rs. 
employees, and agents as described above . E.XC EPT AS OTIIERW ISE EXPRESSLY Ll;\-IITED HEREIN, ALL OF THE ~"DE~INITY OBLIGATIONS 
Al'ID\OR LL\BILITIES ASSUMED Ul'iD ER TiiE TER.\15 OF TillS AGRED1E:-.1 SHALL BE WITiiOtrr LIMITS A.'il) WITiiOtrr REGARD TO 
Til l: CAUSE OR CAUSES TIIEREOF (EXCLUDING PRE-EXISTING CONDmONS), STRJCT LIABILITY, OR THE i'iEGLlGENCE O F A.'iY ?ARTY 
OR PARTIES (TNCLUDJNG TilE NEGLIGENCE O F THE !Nl)EMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, J OLVT. 
CONCURRENT, ACTIVE, O R PASSIVE. 



frue and eorrect 
copy of 

Original filed in 
Reeves County 
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• 36. ENVIRONMENrAL HAZARDS. Lessee shall use the highest degree of can: and all reasonable .safepards to pn:vent contamination or pollution f · 
any envll'Onmental mediwn. including soil. surface w:u.ers, uoundwazu, sediments., and surfa~ or subswia~ strata. ambient air or any other arvironmcnQJ mcdi 

0 
. 

in. on, or under, the leased pre~ by any waste, pollutant, or contaminanL Lcs.see shall not bring or pc:mit to remain on the leased premises any ubcstos um 
con~ning ~Us. explosives. toxic mat.c:rUJ.s, or substan= re~atcd as haurdous wastes. ha:z:lrdous materials. hazardous subsun= (;u the term ~Hzzudous 
Substance~ is defined in the Comprehensive Environmental Response, Compcnu.tion and Liability A.ct (CERCJ..A), 42 U.S. C. Sections 9601, et seq.). or tox.ic 
substanc.e3 under any fedenl. state. or local lzw or regulation l~us Matcrial5"). except ordinal)' products commonly used in COMectlon with oil ar.d g;u 
cxploratJon 31ld development operations and stDred in the: usual manner and quantitie3. LESSEE'S YIOU TION OF TllE FOREGOING PRORIBmON 
SHALL CONSTfTUI'l A MA TERlAL BREACH AND DEFAULT B'£REUNDER Al'ol> LESSEE SHALL INDE.\iNIFY, HOLD HAR.\JU:SS AND 
DEFEND THE STA TI OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DA.'\iAGES. JUDGMENTs. PE:'JALTIE.s. 
LIABILITIES, AND COSTS (INCLUDING R.EA.SONABLE A TTOR.'4EYS' FEES AND COURT COSTS} CAUSED BY OR ARISING OUT OF (I) A 
VlOLA TION OF TilE FOREGOING PROHIBmON OR (D) TilE PR.ESENC'£. RELEASE, OR DISPOSAL OF A..'N HAZARDOUS MATDUALS ON 
UNDER, OR ABOUT~E LEASED PRE..'\fl.SES DURING LESSEE'S OCCUPA.'4CY OR CONTROL OF THE LEASED PREMl.SES. LESSEE SlLUL' 
CLEAN UP, REMOY'£, RE."\iEDY AA'D REPAIR A..'N SOIL OR GROUNDWATER CONT.A.\fJNA TION A.'40 DA..\1AGE CAUSED BY THE 
PRES~C'£ OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PRE.'\IISES DURING LESSEE'S 
OCCUPANCY OF Tin: LEASED PRDfiSES IN CONFORMANC'£ wmf TiiE REQtiiRE:\f:ENTS OF APPUCABLE LAW. THIS 
INDE.\1NIFICA TION A.'40 ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, U.ABILITY FOR RESPONSE ACTIONS UNDERTAJ<E'4 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMD'ITAL L\ W OR REGULATION. LESSEE SHALL IM\ID>IATEL Y GIVE TiiE STATE OF 
TL"'CAS AND TilE OWNER OF 'IHE son. WRITI'EN NOTIC'£ OF ANY BREACH OR SUSPECTID BREACH OF THIS PARAGRAPH. UPON 
LEAR.."41NG OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM A.'fY GOYE.RNML"•iTAL 
AGE."4CY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT TirE LEASED PRE~liSES. TIIE OBUGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EA.RI..IER TE.R.\IINA TION. FOR ANY REASON, OF TH1S AGREE.'\fiNI'. 

37. APPUCABLE U W. This le= is issucd ut1da the provisions ofTc:us Naru:ra.l R=J= Code 52.171 through 52.190, commonly lcno'ND u the 
R.cflnquishment Act, and othe:r appl icable sta111ta and :amendments thcrcto, and if any provision in this lC3Se docs not conform to thc:sc SUilltcs, the statutes wiU 
pn:vail ovc: my nonconforming IC3Sc provisions. 

38. EXECVT10N. This oil 31ld gas lease must be signed 3lld 3cl:nowledged by the: Lessee before it is fil ed of record in the: county records 31ld in the 
General ~d Office of the State of Texas. Ooc:c the tiling requi.rcmcnts found in Plr.lg!'3flh 39 ofuw lc:1Sc h3vc been ,;ulsficd, the effec:tive ~of this lease shall 
be the date found on Page I. · · 

39. LEASE FILING. Pursuant to Chaptcr 9 of the Tc:xas Business 3lld Commerce Code, this l~c must be filed of record in the office of the County 
CiaO:: 4c9 any county in wbicl'l all or any part of the leased premises is lcx:.:ltcd. and certified copies thereof must be filed in the Gene:al Land Office. This lc:JSe is not 
eftw:1:wc tntil a ceniiied copy of this lease (which is m:a.de and certified by the Councy Clerk from his ~cords) is filed in the General Land Office in accord:lllce with 
Tc~~rural Rcso= Code S2.18J. Additionally, this lease shall not be binding upon the: Sta.tc unless it reci~ the actual and tnle consic!cration p:Ud o?promised 
fo\ H!~ion of this lease. The bonus due the Sta.tc and the prc.saibed filing fe: shall accompany suc.'1 ce.:tified copy to the General Llr.d Office. . 

• * 
•••• • • •••• 

• •••••• • • 
• 

iona1 Lease Provisions 

,Jp bnson 

• •••••• • • TTILE=----~r---~~J1~--------------
DATE:_-'-1-=c?J~--.J-!<9~.::.......----• •••••• • • 

STATE OF TEXAS 

BY:-:-:--::---:-----~--,-~--~=---------­
Individually and ;u ilgent for the St.ate ofT= 

Keenom 
Dorothy J ean Will 

Thomas Hill Puff 

Na ncy Puff Jones 

STATE OF TEXAS 

BY:~~--~----~~~--~~---------
as T rustee of"di1\W~"8lb~s:lg1-Yi~1th~crto9'~t and as T rustee 

o~: of the Na n cy Puff Jones Trust 

STATE OF TEXAS 

BY:-:-:~:---:-----~--,-~--~=---------­
Indiv idually and ;u agent for the: Sute ofTc:x;u 

D~e: ________________________________ ___ 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



STATE OF __________________ ___ 
(CORPORATION ACKNOWLEDGMENI) 

COUNTY OF __________________ __ 

BEFORE ME, t.he un~igncd authority, on this day pel'lOna.lly appeared. ________________________________ _ 

lcnown to me to be the ~n whose name is subscn"bed to the foregoing insuwnent. as of 

-::--:-:----~:--~:-:-~-..,.----,------,~--:-----:----:---:--~-----,:-:--:--::-:~i:nd acknowledged to me th&l be executed the same 
for lhe purposes and considention tbc:rein expressed. in the apa.city stau:d. and as the ac=t md deed of ~d eorporatiocl. · 

Given under my band md seal of office this the. _____ day of _________________ __. 19 ____ • 

Notary Public in and for __________ _ 

STATE OF ___________________ _ 
(CORPORATION ACKNOWLEDGMENT) 

COUNTY OF _________________ __ 

BEFORE ME. the undersigned authority, on this day pcnonally appeared. __________________________ _ 

known to me to be the penon whose name is subsc:n"bed to !be foregoing instnmu:nt. u. ____________________ __:of 

~--=-----:---,-:----,,---,----,,-----.,....,..~--~----:---:----,---:-:----,:--::--::-:--md adcnowledged to me tha.t he executed the lame 
for the purposes and considcr.u.ion th~in expressed, in the c:apac:cy sr:ated. and ~ the aa and deed of said corpor.Won. 

Given under my lwld and seal o f office this the. ____ day of ___________ _. 19 __ . 

• •• • • • ••• 
•••• • • • •• • 
• 

STA-.OF TEXAS 

STATE OF __ 1....!..;j.J{.IJJ)=-,.:~---:----
COUNTY OF_-~.rD.....:.......:...:.....:l OJJ_QA\Q_..::..::_ __ 

Notary Public in and for __________ _ 

(INDMDUAL ACKNO\IiLEDGMENT) 

(INDMDUAL AC10lOWLEDGMENT) 

known to me to be the persons whose names are subscribed to the foregoing instrument. and acknow ledged to me that they executed lhe s3mc for the pUJ?OSC:S and 
consideration tJ.erein expressed. 

Given under my hand and se:ll of ofi!c:e !his thc ___ 2_~ ____ day o ( -m1:!:!7J2a/il(!,;;(· " C1'2 
NoLary Public in and for __ -a_._~_.....:...::.Cv{J _ _ ___ _ 

True and Correet 
copy of 

Original fi led in 
Reeves County 

Clerks Office 

·-, 



"EXHIBIT A" 

Attached to and made a part of Oil and Gas Lease Keen om ~ 
dated August 19, 1998 by and between Dorothy J ean Httt;1ndividua lly 

and as Trustee of the Thomas Hill Puff Trust and as Trustee of the Nancy Puff Jones T rust, 
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 sur face 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 
• ~iase is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the owners of the surface. 

• • • • •• 
q.••'p is further agreed that Lessee, its successors and assigns, shall not erect any buildings or houses on the leased premises and that 

• • on, y those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of 
• the leased premises. 

· · ~ · .. . 
•••• 7. N~twithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not 

w:•pT::Iute 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 ;riting if fresh water is encountered during drilling, or if a fresh water formation is penetrated. } 

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

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

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

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

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

CERTIFIED TRUE AND CORRECT COPY CER!Jf!£_ATE L1 
STATE OF TEXAS FI LE NO . 2:() S 1 
COUNTY OF REEVES FILED: lliSigB 
The above and forego.ng IS a Jillltrue and corred p!iQ'ograptl!c copy of the 
ongtnal record now tn my lawful custody and possesSWn as the same IS 
lded/ • 

~0 .BE RECORDED I N THE 
OFFICIAL PUBLI C RECORDS 

#~~v,:•t;-•., I hereby. cen•hed on :..=.l.l.LS L9 8_ 

f~~rt J .:~"t, DIANNE 0. F A • OUNTY CLERK 

: , ~""" ,_f AY VES u TY, TEX ':;. ,....... $ '•..,,f~, ~o.~ B DEPUTY 
........ i ri1a PaTom.1no 

True and 60FFest 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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Geuenl uad Office 
Rc.linqaisbmur Act LCJI . .se Form 
Rcvl.scd, Scptcm bcr 1997 

Oll.Ai'ID GAS LEASE 

(Give Pe:m.anau Addrc:u) 
hc:einaft.cr called Lessee. 

1. GRA."'TTNG CLAUSE. For :znd in coo.sidu:ttioa of :he 311'10unl3 swed below 3Dd of the covenan!l 3Dd agrecmen!l to be paid. k.."jlt aad pcfcrmc:d by 
L=ce under this lease, the Sute oCT= ac:!.in& by and through the owner of the soil. bcreby p;u:lU, I= and lets unto Lessee, fol' the sole and only p~ of 
prospctting and drilling fo r and producing oil and llS., lay ing pipe Jinc.s, building Unb, su:riD& oil :md building power st:ui.ons. tclepbone liDc.s and othc:- rouct-.!t':3 
the:"Con, to produce, save, Uke =-e of, tr=t and tr.lnSpOrt said products of the 1=., the foUowing l.and.s situau:d in Reeves County, Sut: 
ofTc::us, to-wit: 

Block 59, Public School Land Survey 

Section 43: 
Section 44: 
Section 45: 

All 
All 
All 

c:onuinin,.g_-=1:.....:..., -=9'-'2=-=0 __ ac.-es, mere or lcs.s. The bonus cons:der:uion paid for this I= is as follows: 
••• • • • ••• TotheSur: ofT=: S i x Thousand One Hundred Eighty - seven and 50/100------
••• • • • • •• • 

Cc ll:u-s (S 6 . 1 8 7 50 ) 

• Totheo~eroitl':c: soil: Six Thou sand One Hundred E i ghty-seven and 50/100------
•••• • • Doll:rs ~ 6 ' 1 8 7 • 50 ) 
•••• 

• •••••• • • 
T oul bon'.lS e:msi~oo: 'I'wel ve Thousand Three Hundred Seven ty-five and N0/1 00 

Dollars (S l 2 , 3 7 5 • 0 0 ) 

The toUJ ~nus considcr.u:ioo ;l:tid r:pr=u a bonus of1 __ ..:F~1=-· .;;f..;.t.,.y!....· ,....;ar:n=d:__.::N~o=..:../-7·1:..0.::...::0:...-_-_-_--:-::-:_-::_:-_-=---_-_-_-_-_-_-_-_-_-_-_-_-_ 
...... Dollars(S 50.00 ) pcrac-e,on 247 5 nctacrcs. 

.. • .. l TE;t.\-i. Subject :o t!le other provisions in this lease. this lease slull be for a terr.l of Five ( 5 ) years from this dJJ= 
(hcn:rn c::!l l ~d •prirnar; term") :111d a.s locg there:U'.c: as oil and gas. or e:ther of them. il pro<!ucec! i.:l paying quantitiC3 from said land. 
As used in this 1=. the term •produced in p;ryin~: quantities" me= that the re~ipts from !be sale or othc:" authoriz=d ccmm.crt::al usc of the subsunc.::(s) covc:..·d 
c:xcecd out of ;xx:ut opention:ll expcns.es fur tbc six :ncnths last past. 

3 Delay Rentals: If oil or gas in paying quant ities is not being produced from the premises on the first anniversary date of th1s Leas~ and there are then no dnllmg 
operations bc1ng conducted on th~ prem1scs. then th1s lease shall terminate unless. on or before such anniversary date. Lessee shall pay, Y: d1rectly to the O\\na of the so1l 
and a like amount paid or tendered to th~ COM:vt iSSIOI'.ER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTN, TEXAS. a delay rcntalm 
the amount specified 10 the following schedule multiplied by the number of acres then covered by this lease. which pa~ ment. when timely made. shall continue this !elSe :cr 
a penod of one \ I) additional ~ear. in like manner lllld upon pa)ment of the amounts set outm the follo"ing schcduk. th1s lease mav be funhcr conunue for succeSSI\'C or.e-
year periods dunng the pnmary teml of th1s lease: pro,·ided that payment is made on or before the anniversary date · 

Ann1' crsal'\ Date Delav Rental per Acre 
First S I 00 
Second S 1.00 
Third S 16.67 
Four.h S 16.67 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



. 4 .. . PROD UcnON ROY ALTIES. Upo n production of oil and/or g::s. wsc: agrc:.:s to pay or c..use to lx paid one -half( l /2) o f the royllty 
prov1~ed form th1s lease to the Commissioner of the General Land Office of the Stale ofTe:os. 3! Austin. To:as, and oce-balf (112) of sue~ royalty to the owner f 
the SOt): O 

(A~ . On.. Royalty p:<yable on o il, whic.'l is de fined as including all hyc!rocarbcru produced in a liquid fo rm at the mouth of the well and also as .Ui 
~:>nd:nsJ!C,-dLStJII~. and ot.'lcr liqurd hydroc:lrbons re--...ovcred from oil or gas run through a SCjlar.l!.Cr or othe: equipme::1t, as herc in3ft:r prov ided. shall be 

3 /1 6 part of the gros..s produdon or the marltet value thc..--eot; a.t ~e option o f the owner of lhc: soil or the Ccmmis..sioner of the 
Ge neral L311d Office, sec.'! v:J.lue to be determined by I ) the hig!:c::st posud price, p lus prc:niwn, if any, offered or paid for o il, condcrua.t.c., distillate, or other liqu·d 
h y dre<:.ltboru, respectiv~, o f :~l ilce ~ and gr.rlity in the g~er:U area where produced a.nd whc~ run, or 2) the h ighest milrk--t price thereof offered or p3id in~ 
ge;,eral arn where produced a.nd when run, or ::) the: gross pr=C.S o f the sale :J::e:-eo t; whic!;evcr is lhe gr=tcr. Le-ssee~ thlt before a:ny gas produ~d 5-cm ethe 
le=d premises is sold, used or pro=se:1 in a plant, it will be run free o f cost to the royalty owners tr.rough an ad~ua.Le oil :u:d gas separ.uor of conve:nionaJ t"jp(:., 
oll-:er equiprr..ent 31 lcJSt as efficient, so that all liquid hydroC31bons rcccverablc: from the gas by S\lch m= w ill be rccovercd.. The n:quirc:.Je.nt that such gas be or 
through a separator or o ther ~uipment may be waived in writing by the royalty owners opoc sucb tarns and condi tions as they prescribe. run 

(B) NON PROCESSED GAS. Royalty on any gas (including Oared gas), whkil is defined u al l hydroc:lrbon.s a.nc g3seous subsunc:s cot defmed 
as oil in subpar:J.gr.~ph (A ) abov~ produced from any ·.vcU on .said la.od (a~t as proviced herein with respect to ~ pro=-0 in a plar:t for the extraction of 
g:lSOiinc:, liquid hydroC3rbons or other products) shall be 3/16 part of the p-ass ' reduction or the n:ulc<:t value the:-eof, a: the option of the 
owner of the soil or the Commis.sionc:r o f the G=~ l..J.nd Of: e.; such value to be base d oc the hig.hest marlcet price paid or o ffered for gas o f eompilr.lble quality in 
the gmc:nl at= when: produced :111d whe:~ run, or the gross price paid or o e"ered to the producer, whic.hcvcr is the g:r=t:r; prt:-vil!ed th:it the nux:O:um pre:ss-~ base 
in m e=u-'.ng the gas uoCc.r this le:ue shall oot u my time c:.xceed 14.65 pounds per ~uan: inc.i absolute, a.cd tbc: st:uldard ba:se =~ slu.ll be sixty (60) 
degree3 Fahrer.hc:it, com:etioa to be made for p= =rdlng :o Boyle's u w, md fo r specific: gravity ao=:>rding to tests !DaCe by the: Balanc:e ~cthod or by the 
most approved method oftcsting x ing used by the industry u the lime of testing. 

(C) P~OCESSEO GAS. Royalty on any gas processe d in a gasol ine plant or ot.'lcr plant for the: rccovery of gasoline: or other liquid hydroC3fbon.s 
sh:lll be 3/1 6 part of the i:"Sic uc: gas and the liquid hydrcc:u-!xlru o:trac:<..cd or the: marlc<:t value the:rcof, at the: option of the: 
owner of the: soil or the: Com;nissioner of the Genc::-JJ Land Office. All royalties due: hen: in shall be based on one hWldred pe: c...-nt (I 00~'.) o f the: total pla.'1t 
prcduc:ion ofn:sidue gas a.ariout:!ble to gas ;:roduc..:d 5-cm this lease:., and on fifty pc:rt:::lt (50%),()( that perce:lt ac:::-uing to W.sec:., ·.vhicheve:r is the g!"C3le:, of the: 
to t.J.I plant procuction o fliquid hydrocrbons at::"ioutahle to th: p.s produ~d f:-o m this le:uc; provide d th3! if liquid hyd.ro=r!>ons are n:cove:red from p .s ;:roce.ssd 
in J plant in w hic.'l ~c:: (or its pa:-:nt, suosidi:lt)' or l!'!ili:ue) o wns :m int= t.. the:~ the: perc.:ntJg: applic.ble to liquid hyc!rcc.vbon.s shall x ftfty p~:=::t (~00/o) c r 
the h ig.h.cst pe:--c=:lt J c...--:uing to J third patty prcc:.ssing gas t.'ucug.'l such pi:u:t unde: a processing agre=ent c egotia:.:d J1 Jrnl's leng'-'1 (cr if there is no sec~ U:ird 
Par.)', th.:: higi:c:s t pc.-::.:::t then being speciilcd in ;m::c::s.si..-1g J.g:""C=c:nts or c:lntrac'.s in the inc!ust:ry). whic!:lcver is :he grc::u: r. The: n:spec::ive royllties on r-..sidue ;p.s 
and oa liquid hy<irc=- ' n.s sl-:all be: de:.erm.ir.ed by I) t.':c :~ i&)"lcst marlc:.:: ;:ri.::~ paid o r u f!"e:-ed for any gz (or liquid hyeroc~cr.s) of comp:=ble qu.:!lity in .U:e 
gcnerJI are:~. or 2) the J: ::::.s ;:rice paid or offe:-ec :or s:1o::h residue z.:u (or t!lc: wc::g..it.ed <IV:.~e gross sc:IIL'"lg price fo r the: ~J:'~.ive g:-U.::s of liquid hydrodrbons), 
w~~~!r.is the gr=r. In no eve."lt, however, shall the: royalties ;>::ty:lble under this p~h be less tr..an t.':e royalties "Ktich would ~e lx:n due h:IC the: g:u :-~ot 
be ::If prf>t.:s.sc d . 

••• • • • • 
• • "(D) OT.--iE~ P~ooucrs. Royal~' .:- n cJrbon bl:~clc, sulphur or :my othc: proccc-.s produced or manufJc~d 5-c m gas (e:tc: ;H::ng liquid hyt!rc:drco:-.s) 

wh et.':cr said g as 'J~ ·casinghead, • ' dry," o r any other gJS, by fractionat..:ng. burning 'Jr any other ;>roc=ss:Og !hall be: . 3 / 16 pan oftl:e 
gr-oa J Ml4iucti'Jn :> f such p roduc:s, or the: marlc:e: value :he reof, a.t the opt on of the own::: of t.'lc: soil c r the C.:lr.unissicnc:: of t!-.c C-e:1e r:JJ I..J.nc Off:cc, sue~ m:ux: t 
v;llft~~QI:·de : ::=ined as follows: I ) on the basis o i i.hc: nighest m arket pr.c :: of c:::u:h product for t.'le same: month in whic!1 such produ~ is ,;Jro cuc:d, or!) on t.'lc: 
basis of th~ avcr;,ge gro ss s:lle price of e:u:.'l produc: for the: same mcnt.'l in which such product.s arc produce~ whic.'lc:ver i.s the gre:u.:r. 

••••• • • • 
. • 5 . . MJNI~_IUM R OYALTY. Duri:1g JllY year al\c:r th~ .~ :;:ptp~on of the prim~. ter:n of this_lc:asc:, ~fthis le ase is rnaint.linc:d !Jy production. the: royalties 

p:11d under ~IS le :u.: Ll1 no ev ent shal l be less than an :<mount equal to tne :.ot:JJ annual de: lay rc:1tal he:cm prov1ded; otherwise, then: sh:.i: be: due and payable: on or 
lxf-cM~t da y o f lhe month o:uc::::eding the: =ivers:lt)' dlt: o f this le::t5.: :1 swn equal to the: total lllllUal rent:JJ less the art:CWlt o f .-.: :'llt es paid during the 
prc:::~ing yeJr. lfPa. agftph 3 eftn~ l~e eee 1181 51!' •~ify a iil • l ;~ )' AIAr.o.l aAliiPR' , •be=1 fo r the j:UCJICSes o f this parJgr.iph, the: delay n:nuJ li:lount shall be one 
do l l .. ~.&) pc : ac.-e.. 

• • 
6. ROYALTY rN KIND. Notwithsunding :lOY othe : provision in this le:ue, lt m y time: o r from time: to time:, the owner of the soil or the Commissioner 

o f the: Gcnc::-JJ L=d Office may, at :he: option o f c:it.'ler, upon not less than sixty (60) d3ys notice to the: holder of t.'le 1=. require thlt the pa ym= of any royalties 
:~c ::-;uing to suc!1 royalty owner under this lease be m:!.C:: in kind. The: owner of the:· soil's or the Commissioner of !he Gc :Je :-:11 L.Jnd Office's ri~t to ulc: iu roy31ty in 
k:nd shall not dirr:inish or negate the owner of the soil's or the Cor. .. -nis..sionc:r of the Gene:JJ Lltld Gffice's rights or L.::s.sc:e's ot:lig:U:oas, whe:.!:lc:r c.xpn:ss or implied.. 
ur.ce: this lease. 

7 . NO DEDUCTIONS. L=: agrees that all royalc es acc:uing Wlder this lease (including those paid in kL'1d) shall be: without de duc:icn fo r the: cost of 
producing, gJthe:ing, storing, se jJ:lr.l.ting, trc:Jting, dc.'lydra.ting, compr-...s.sing, proc::.s.sing, tr.lruj)Crting, and othc:r.lfi.sc: m alcin g l!":e oil, g:15 and other produc::s · 
her::Jlldc:r n::u!y for sale or use. Lessee agre--..s to compu te .llld pay royalties on the gross val ue rec::ved, including 31\Y reimi:lut!emc:nts for scveranc: :.-u::s ltld 
production related costs. 

8. PL.A.'IT FUEL A..'ID RECYCLED GAS. No royalt"f shall bc: pay:lble on :lOY gas as may represe nt this le::t5e 's j)roportiocJJ..:: sh:m: of :u:y !'1;:1 used to • 

proc.:.s.s gJS ;::rocuc: d he:-:unde: in any proc:ssing plant. Norwithsunding any ot.'lc:: provi.s:cn of this lc:uc:, and subjec t to the -..Tin.en c:lnscr.t of U:c: owner of th~ so•l 
and :he Commissioner of the Gene:-JJ Luld Offic.::, L.:.ssc: r:uy r:c:tc!e g::t5 for gas lift puf?OSC:S on ~ie leased prcmis: .s o r fo r inje::-Jon into :.ny oil or gas ;Jroducmg 
fcrrn:u:cn unc e:lying the le::t5e d pre:":: isc:s al'tc: r t.~e liquid hydroQ!!xJn.s ~nt:.!ned in the gl.S h:1ve ~e:n n::noved; no royaltie~ s!:all ix ;:JyJble on ti:: r.::yckd gas 
un t il it is produc: d a.nd sold or used by L.:sse: in J mlllller whic!'t c::.titJcs t.'1e roy:J.lcy owne:-s to a royalty under this !: as e. 

9 . ROYALTY PA YYIF.'ITS A.'ID REPORTS. All roy i!.lt:es not tal<: n in kind shJII be paid to the Corr.missioncr o f t.':e Ge::e::!.l 1-md Of.ic.: :u A u.s tin, 
Texas, in the: foll owing r.1a.nnc:r. 

P~:'m:nt of roy:Jty o n produc:ion of oil and g::t5 sh:l.l! be as jJCCVidc:d i• :.'le rules sc:: fc r_'l i:1 t.'l c: Tc:tas Re3is t.::r. Rules C:.!.....-c:llly provide thlt roy:llty on cil is tluc 
Jnd r::u~: be r:c : ived :n the General !..:lntl Of.ice on c r bc!"on: the 5th :!a:• o f the second ::1cnt.'l s::c :.:-: ding t.'le mont.'! o i ;>r-oduc:.:cn. and roplty on psis dec_ 3.11~. ~ 
rr.ust be received in the: C-cnc:-:11 L:mJ Office e n or be for: the I ~1.'1 d:ly of :h e second mcn:.'l :ucc.:: di,,g the mont.'l oi ;ncdiJction, ac~.:>miJ:l."li cd by t.'oc ;illi~JVII ~ ~ :}:_ f 
owr.e:, rnJ.n~c r or othe: authorized a.g=:JL completed in th: form md mJJlncr prescribed b:' :.':e ~nenl I..J.nd Office J.Od showing the g;oss :unount :l!ld dl!??5111~n. 0 

all oil JJ1d gas produc:d and the m:11ket value o f the o il and gas. tcg : thcr with l ccpy o f all doc·J:r.c ~ts. rc:ords or re;;crts ccnf:r.:1ing the grcss produc:ion. dlspcsrt:cn 
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and nwtct nlue Including gas meter readings. pipeline receipts. ps line receipts and other thew or memoranda of amount produced and put into pipdin~ bnb 
or pools and I&S lines or gas st.onac, &nd any other reportS or records which lbt: Oc.n~ Land Offia: uay require to verify the gross production, disposition and ' 

' marlcct value. In all cases the authority of a manager or qcnt to act Cor the Lessee herein must be filed in the General Land Offic:=. Each royalty pa)'IDCDt sh.a.IJ be 
accompanied by a c:heclc stub, schedule, summary ot other remittance advice sho.wing by the assigned General I..md Office lc:.a.sc number the amount of royalty bcin 
pa.id on each lease. It Lessee pays his royalty oa or before thirty (30) days after the royalty payment W3S due, tbcu Lc.sscc ~ a penalty o( 5% on the royalty Or g 
$25.00, whichever il greater. A royalty payment whlch is over thirty (30) days late shall acaue a penalty of 1 o-~ o( lbt: royalty due or $25.00 whithevcr is~. 
In addition to a pcn.alty, royalties shall acaue interest at a rate of 12% per yc:u; such interest will begin accruing whrn the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which are not til~ whrn due shall incur a penalty In an amount set. by the General Land Office administrative ~e which is 
effective on the date when the affidnits or supporting documents were due.. The Lessee shall bear all responsibility for paying or causing royalties to be paid as 
prescribed by the due dale provided herein. Payme:tt of the dellnquenc:y penalty shall in DO way opcrale to prohibit the State's right of forfeiture as provided by law 
nor act to postpone the da4 on which royalties~ originally due. 1be above penalty provisions shall oot apply in cases of title dispute as to the SWe's portion of 
the: royalty or to that poniol. of the royalty in dispuu: as to fair marlcct value. • . 

10. (A) RESERVES, CONTRACTS AND OTIIER RECORDS. Lcs.scc shall annually furnish the Corruu.issioncr of the Galcral Land Office with 
its best possible estimate of oil and gas rc:serves underlying this lease: or allocable to this lc:lSe and shall furnish said Commissioner with copies of all cootncts under 
which gu is sold oc processed and all subsequent agrccmc:ms and amendments to such c:oatrac:ts within thirty (30) days alta entering in.to or malclog such contracts, 
agreements or amendments. Such contracts and agrccmcnts when rcc:eived by the General Land Office shall be bdd in c:ontldc:nce by the General Land Office unless 
otherwise authorized by Lessee. All otbeT c:ontraas and records pertaining to the prod~on, trinsport.adon, sale and marlccting of the oil and gas produc:cd 00 said 
premises, Including the boola and accounts, receipts aod disclwges of all W~:IJs, tmlc:s, pools, mctas, and pipelines sh.a1l at all times be subjca to in.spcttioa and 
examination by the Comroissioncrofthe General Land Offic:c, the Attorney General, the Oovcraor, or the: representative of any oftbcnL . -

(B) PERMITS, DRILLING RECORDS. Written notice of all opcratioas on this lease shall be submitted to the Commissioner oflhe General 
Land Office by Lessee or opcra10r five (5) days before spud date, workover, re-c:ntry, temporary abandonment or plug and abandonment of any well or wells. Such 
written notice to !be General Land Office shall include copies ofR.lilroad Commission forms for application to drill Copies of well tests, completion reports.and 
plugging reports shall be supplied 10 the General Land Office atlhe time thc:y are filed with lbt: Texas Railroad Commission. All applications, permits. reports oc 
other filings !hat reference this lease or any specific well on the leased premises and that arc submitted to the Texas lUilroad Coaunission or any other governmental 
agency shall include the word "Stale" in the title. Additionally, in acc:ord3oce with Railroad Commission rules, any signage on the leased premises for the purpose of 
identifying wells, tank batteries or other as:so<:ialed improvements to the land must also include the word "State. • Lc:s.sce shall supply the General L.md Office with 
any rec:onh, memoranda. accounts. reports., cuttings aod cores. or other informarioo. relative to the operation of the: above-described premises, which may be 
requested by the General Land Office, in addition to those herein expressly provided for. Lcs.see shall have an clecttical and/or radioactivity survey made on the 
bore·hole section, from the base of the surface casing to the total depth of WI: II, of all wells drilled oa the above described premises and shall transmit a true copy of 
the log of ea.c:h survey on each well to the General Land Office within f~ (IS) days after the making of said survey. i 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General L.md Office when 
due. The penalty for J:u.c filing shall be se t by lbt: Gc:ncrall.;Jnd Office administrative rule wbic:h is effective on the: date when the materials were due in the: GcnCraJ 
LasvfQMcc. ~-\ 

••• 
• • •: • ~ I. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. U: during the primary tenn hereof and prior to discovery and production 

of oil"l1t ga! on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and a1kr the: discovery and actual production of oilfr 
gas fuitn the: leased premises such production thereof should cease from any cause, this lease shall ool terminate if on or before the expiration of sixty (60) days ffom 

•. 
date• e~letion of said dry bole or c:es.sation of production Lessee coauncnces additional drilling or reworlcing opc:ra.tions thereon,. or pays or !alders the next ' ·· 
annualodday renllll in the same manner as provided in this lease. U: during the last )'c:lf of the primary term or within sixty (60) days prior the mo. a dry hole be ~ ,. • 
co~pl~~~ ~d ~andoned., o_r the production of oil or gas should c:ease for any .c:a~c, ~·s rigb.~ sball remain. in .full force an~ effect without further o~i~~ . · • 
unuT ~e CX1'•tatJon of the pnmary term; and if Lessee has net resumed produc:uon 111 paytng quanuoes a1 the cxp1r.won of the pnmary tcnn, Lessee may nwntun thiS ~ : 
lease bt' conducting additional drilling or reworking operations pursuant to Paragraph 13, ~iflg the expiration of the primary term as the date of cessation of 
production eJnder Paragnph 13. Should the tint well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
prinfof1 ~hereof; Lessee may resume payment of the annual rcnul in the same manner as provi~ hc:rcin on or before the rental paying date following the 
expintion ~sixty (60) days from the dale of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso faciO 
lc:rml~e.• Vat the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in 
accordance with the shut-in provisions bereo£. 

12. DRILLING AND REWORKING AT EXPJ:RA TION OF PRIMARY lEM It; at the expiration of the primary tcnn. neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or rcworic.ing opentions thereon, this lease shall remain in force so long as operations on said well or for 
drilling or reworking of any additional well arc prosecuted in good faith and in-worfonanlilce manner without intcmJptions touling more than sixty (60) days during 
any one such operation. and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas i.s produced in paying quantities from said land, or 
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this IC3Sc:. 

13. CESSATION, DRILLING. AND REWORKING. I! after the cxpir.ltion of the primary term. production of oil or gas from the leased premi~ after 
once obtained, should c:ease from any cause. this lease shall not terminate if Lusee commences additional drilling or reworking operations within sixty (60) d.ays 
after such c:essalion, and this lease shall ~ in full force and effect for so long as such operations continue in good faith and in workman.lib: m:mncr without 
interruptions touling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and 
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compcnsarory 
royalties is made as provided herein or as provided by Jaw. If the drilling or reworking operations result in lhe completion of a well as a dry hole, the lease will not 
tenninale if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole. and this lease 
shall remain in effect so long as Us5ee continues drilling or reworking operations in good faith and in a worlcmanlilce manner without interruptions totaling more 
than sixty (60) days. Lessee: shall give wri~Un notice 10 the General Land Offi~ within thirty (JO) days of any cessation of production. 

14. SHtiT·IN ROYAL TIES. For purposes of this paragraph. "well" means any well that bas been assigned a well number by the st.ate agency having 
jurisdiction over the: production of oil and gas. 1[, 31 any time after the ex piration o f the prim:uy term of a lease that_ until being shut in. was being maintained in 
fo rce and effect, a well capable of producing oil or gas in paying quantities is loc:au:d on the leased premises, but oil or gas is no t being produced for lack: of suitable: 
production fac ilities or lack: of a suitable market. then Lessee may pay as a shut· in oil or g:u royalty an amount equal to double the annual rental provided in the 
lease, bur nor less th;m Sl,200 a ye31 for each well capable of producing oil or gas in paying qu;mtities. lfPwapaph 3 oft!iis lc:uc does notspce:f) a deJa) NAill 
lflnoane <hcu fo r the purposes of this paragraph, the delay rental amount shall be one: doll 31 (SI.OO) per acre. To be effective, e ach initial shut·in oil or gas royalty 
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must be paid on or before: (I) the expiration of the primaly 11:rm, (2) 60 daY' aft.cr the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days 
after Lessee a~mplctes a drill ing or rcwotking opcntion in accordance with the fuse provisions; whlcllever date Is latest. Sucll payment shall be made one-half (Ill) 
to the Commissioner of the Gcnc.ral Lmd Office and onc-h.alf(l/2) to the owner of the soil If the shut-in oil or ps royalty is paid, the lease shall be a~nsiderecl to be 
a producing lease and the payment shall cxtcnd the ttrm of the lease for a period of one year from the c:nd of the primary tam. or from the first day of the month _ _ 
following the month in which production cased. and. after that, if no suitable production facilities or suitable marlcet for the oil or gas cxisu, Lessee may extend the 
lease for four more sucecssive periods of one (I) year by paying the wnc amount ca.ch year on or before the cxpintion_of each shut·in.)'C3t. 

15. COMPENSATORY ROYALTIES. ll; during the period the IC'3SC is kept in effect by p:wyment of the sbut·in oil or gas royalty, oil o.r gas is sold and 
delivered in paying quantities from a weD loated with.i.o ooc thousand (1,000) hd of the leased prcmisc3 and a~mpleted in the same producing reservoir, or in any 
case in whicll drainage ~ occu.ning, tbe right to continue to m.aintAin the lease by paying the shut-in oil or ps royalty shall ecasc, but the lease shall remain effe~­
for the remainder of the year for which tbc royalty has been paid. The: Lessee may maintain the lease for four more suceessivc Y= by Lc.ssce paying cornpensawry 
royalty a.t the royalty rate provided in the lease of the market value of production from the weD causing me dr.Unage or whicll is completed in the same: producing 
reservoir and withln one thousand (1,000) fm of me lc:ascd premila. The compensatory royalty is to be paid monthly, onc-half(J/2) to the Commissioner of the 
General Land Office and onc-half(J/2) to tbc owner of me soil. beginning on or before the last day oftbc month following the month in wbidl the oil or gas is 
produced from the weU causing the drainale or that Is a~mplc:!l:d in the same produciQ~ reservoir and loc:::utd within one thousand (1,000) feet of the leased prcm.iscs. 
If the compensatory royalty paid in atry 12-month period is in an amoWlt less than tbc annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
difference within thirty (30) da)'3 from tbe c:nd of the 12-inOCih period. Compensatory royalty payments which are not timely paid wi1lacaue penalty md intcre:st in 
accordance with Pangnpb 9 of !his lease. Nooc ofthcse provisions will reli~e Lessee oftbe obliptioa of reasonable development nor the obliguion to drill offsc:t .­
wells as provided iu Texas Natural Reso= Code S2.173; however, It the detl:mlin.Won of the Commissioner, and with the Commissioner's written approval, the 
payment of a~mpcnsatory royal ties c:ao satisfy tbe obliption to drill offset wells. 

16. RETAINED ACREAGE. Notwithswlding any provision of this lease to the a~otr:uy, after a well producing or capable of producing oil or g.a.s has 
been completed on the leased premises, Les.sc:e shall excreise the diligence of a reasonably prudent opera.tOr in drilling such additional well or wells as may be 
reasonably nc:GeSSary for the proper dcvclopmc:nt of the leased prcnise:s and in rnari::eting the production thereon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years alta the cxriration date of the: primary or extended tam it shall then tenn.itwe 
as to all of the: leased premises, EXCEPT (1) 40 acres surrounding C3ch oil well capable of producing in paying quantities and 320 a.crcs SUSTOunding each ps well 
capable: of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 bacof), or a well upon which Lessee is thc:n eng:~.ged in 
continuous drilling or reworking operations, or (2) the number ofoacres included in a producing pooled unit pursuant to Texas Natural Resources Code :;2.151· 
52.1SJ, or (3) such gre3Lc:r or lesser number of aero; as may then be all~d for production purposes to a pror:uion unit for cac.'l such producing wc:U under the rules 
and regulations of the Railroad Commission ofTc::us, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective 
date of the partial termination provisions bc:reot; the appliC3blc field rules are changed or the :well or wells located thereon are reclassified so that less acre:~.ge is 
there;U\cr alloc;ltcd to said well or wells for production purposes, this lease shall thereupon terminate zs to all =gc: not thc::eaftcr allocated to said well or wells for 
prod~IC~Qil purpose.s. Notwithstanding the termination of this lease as to :1 portion of the W!ds covered hc:reby, Lessc:e shall ncvertbeless continue to have the rfght of 
ingf~ 1~fnd egress from the lands still subject to this lease for all purposes descibcd in Par.lgraph I hereof, together with casements and rights-of-way for existing 
roa~.~~ting pipelines and other existing facilities on, over and across all the lands described in Paragraph I hereof("the retained lands"), for access to and from the 
retanc:!Plath and for the gathering or tr:lnsport:uion of oil, gas and other minerals produc::d from the retained lands. • · t • .. . ,..:• 

'l 

• (B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expinuion date: of the: prisn.ouy or extended t.enn it shall fu.nher 1 • ':> 
te~itll! M to all depths below I 00 feet below the: total depth drilled (bereinafta "deeper depths") in ea.c:.h weU located oo acreage retained in Paragraph 16 (A) ~ 
abovt,•~M~css on or before two (2) yean after the primary or extended term Lessee pays an amount equal to one·balf(l/2) of the bonus originally paid as '- ; ·· 
co~g~tJ4n for this lease (as specified on page: I hereof). If such amount is paid, this le:lSc shall be i.n force and effect zs to such deeper depths, and said , 
term illation-shall be delayed for an additional period of two (2) years and so long the=Ula as oil or gas is produced in paying quantities from such deeper depths 
coverett by this lease. ·• 

• ••• ••• • (£) IDENTIFICATION AND Fll..ING. The surfa.ce a=ge retained hereunder as to each wc:U shall, as ne:u-ly as praaical, be in the form of a square with 
the wellloc.ted in the center the reo( or sucb other shape as may be approved by the Conunissioner of the General Land Office. Within thirty (30) days after partial 
tcrrnT.:ali~; ;f 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 recon:lcd release, or a certified copy of same, shall be filed in the General Land Office, ~mparucd by the filing fee prescribed 
by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90) 
days after being requested to do so by the General Land Office:, then the Commissioner at bis sole discretion may designate by wria.en instrument the aangc and/or 
depths to be released hereunder and record such iost:rument at Lessee's expense in the: county or counties where the: lease is located and in the official records of the: 
General Land OffiCe: and such designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee o f his obligation to protect 
the oil and gas under the above-described land from being drained. Les=, sublessee.. receiver or other agent in control of the leased premises shall drill as many 
wells as the: facts may justify and shall usc appropriate mc:3/lS and drill to a depth nece:ssary to prevent undue drainage of oil and gas from the leased premises. In 
addition. if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises. or in any case where the leased premises is being 
drained by production of oil or gas. the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or 
wells upon the IC3Sed premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the: statutory offset obligation may subject this lease and the owner of the 
soil's agency rights to forfeiture. Only upon the determinalion of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable stawtory parameters satisfy the obl igation to drill an o~t well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort. Lessee is preventt:d from complying with any express or implied covenant of this lease, from 
conducting drilling operations on the leased premises, or from producing oil or ga.s from the leJ.Sed premises by reason of war, rebellion, riots, strilces, acts of God. or 
any val id order, rule or regulation of government authority, then while so prcventt:d, Lc.s.sce's obligation to comply with such covenant shall be swpc:nded and Lcssc:: 
shaJI not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lc.s.see is prevented. by any such cause. 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragnph shall suspend the _ 
pay ment of delay rentals in order to m~int.ain this lease in c:ffcct during the primary term in the: absence of such drilling or rewo ric:ing operations or productioo of oil 
or gas. 
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19. WARRANTI CLAUSE. The owner of !be soil W31Tl1llts and agrees to defend title ID !be leased premisa.. If !be owncr of the soil defaults in 
payments owed on !be leased premise$, !ben Lessee may redeem the rights of !be owncr of !be soil in !be leased premises by payin& any mortgage, taxes or oilier I' 
on the leased premises. If Lessee nulces payments on behalf of the owncr of the soil undcr this paragraph. l....essee may recover !be cost of these payments from ~ens 
rental and royalties due !be owner of !be soiL 

20. (A) PROPORTIONATE REDUCITON CLAUSE. If the owncr of the soU owns les3 thm the entire undivided surface esta1e in the above 
desaibed land. whether or not Lcs.sec's interest is specified hen: in. then the royalties and rental hCTcin provided to ~paid to the owncr of the soil shall be paid 

10 
him 

i.l ~.e jltuportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioncr of the 
Gcncn.l Land Office of the Stale ofTcxas shall be likewise proportionately redu~ However, before ~ ldjusu the royalty or rental due to the Commissioner of 
the General Land Office, Lessee or his authorized n:p=tative must submit to the CommissioDCT of the Galcra1 Lmd Office a written sutemcnt which c:xplains the 
discrepancy betwa:n the ~ten:sl pwportcdty leased under this lease and the a.crual intcn:st owned by !be owner oftbc soil. The: Commissioner of the Gcnc:raJ Unci 
Office shall be paid the: value of the whole: production allocable to any undivided inrc:n:st not covered by a lease_ less !be proportiona1e dcvc:lopmenr and production 
cost allocable to such undivided intc:n:st. However, in no event shall the CollUnislionerofthc Gcncnl Land Office receive: as a royalty on the gross production 
allocable to the undivided intc:n:st not IC3.SCd an amount less than the value ofonc-sixl=th (1116) of such pvs:s.productio11. 

(B) REDUcnON OF PAYMENTS. I~ during tbc primary tmn. a portion of the land roven:d by this lease is included within the boundaries 
of a pooled unit !bat has been approved by the Scllool Land Board and tbc owner of the soil in ilccordance with Naoual Resources Code Sections S2..151-S2.1$4, or 
~ u My time after !be expiration of the: primary term or the extended term. this !case rovers a lesser number of aces !ban the total aroou.nt described hcrei11. 
payments tha.t are made on a per ac:n: basis hereunder shall be reduced according to the numbc:T of= pooled. released, surrendered. or otherwise severed. so that 
payments determined on a per ~ basis under the tenns of this lease during the primary tenD shall be ~culated ~ upon the number of xres outside the. 
boundaries of a pooled unit, or, if after the expiration of the primary term. the number of acres :aaual.ly rel3incd and rove=! by this lc:asc.. 

21. USE OF WATER. l...cs.5cc shall have the right to usc water produced on said land nc=ssary for operations 11nder this IC3.Se =pt Wlller from wells or 
tanks of the owner of the soil~ provided. however, Lessee shall not usc potable watc.r or wa.t.cr suitable for livestoc:Jc or irrisation pwposes for watcrflood operations 
without the prior consent of the owner of the soiL 

2.2.. AUTHORIZED DAMAGES. Lessee shall pay the owncr of the soil for damages ~d by its openlions to all personal property, improvements. 
livestock and crops on said land. 

2J. PlPEUNE DEPTH. When requested by the owncr of the soil, Lessee shall bury its pipelines below plow depth. 

24. 'WELL LOCATION LIMIT. No well shalt be drilled nearer than two hundred (200) feet to any howe or bun now on said premises without the 
written consent of the own a of the soil. 

• • • 25. POLLtrnON. In developing this area, Lessee shall usc the highest degree of can: and all proper safeguards to prevent pollution. Without limiting the 
fo~flv. f>ollution of coastal wetlands, narural waterways, rivers :111d impounded walet" shall be prevented by the we of containment faci lities sufficient to prevent 
spillw,~epage or ground ww·r coot:uni.nat:ion. In the event of pollution_ Lessee shall we all m= at its disposal to recapture all esc;tpcd hydroc:u-bons or ~thcr 
pol)u~ ~ shall be responsible for all damage to public and privm properties. Le= shall build and maintain femes around its slwh_ sump, and dr.linagc pits 
and tank: batteries so as to protect livestoclc against loss, damage or injury; and upon completion or abandonment of any well or well.s, Lessee shall fill and level all 
slush j~ts and cellars and completely cl= up the drilling site of all rubbish thereon. l.es.sce shall. while conducting oper.u.ions on the lc:tSed premises, keep said 
prcrets!t S..C of all rubbish, cans, bottles, paper cups or g:a.rbage, and upon completion of operations shall restore the surface of the land to as ncar its original 
conditi?lft lnd contours as is practicable. Tanlcs and c.quipmcnt will be kept painted and presentable. ' , 

• 1; •••••• 
• 16. REMOVAL OF EQUIPMENT. Subject to limiwlons in this paragraph_ l.essc:e shall have the right to remove machinery and fixtures placed by 

Lessee tin !be l=d premises, including the right to draw and remove easing. within. one huiidn:d twenty (120) days after the expiration or the termination of this 
leas~ ~w~e owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil 
and g.s in peying quantities. Additionally, Le~e may not draw and remove casing until after thirty (JO) days written ooti~ to the Commissioner of the General 
Lan~ Offl~d 10 the owner of the soil. The owner of the soil shall become !be owner of any machinery, fixtures, or casing which an: not timely removed by Lessee 
under~e teJmS of this paragraph. • 

27. (A) ASSIGNMENTS. Under the conditions rontaincd in this paragraph and Pan.gra.ph 29 of this lease, !be rights and esta1C3 of either pany to this 
lease may be assigned. in whole or in part, and the provisions of Ibis lease shall extend to and be binding upon their heirs, deviscc3., legal representatives, sue=rs 
and assigns. However, a change or division in ownership of the land. rentals, or royalties will not enlarge the obligll.tions of Lessee, diminish the rights, privileg~ 
and estates of Lessee. i~pair the effectiveness of any payment made by Lessee or impair !be effectiveness of any act performed by Lessee. And no change or 
division in ownership of !be land_ renU!Js, or royalties shall bind Lessee for any purpose untillbi.rty (JO) days after the owncr of the soil (or his heirs, devisees, leg31 
representatives or assigns) furnishes !be Lessee with satisfactory written evidence of the change in ownership, including the original recorded munimcnts of title (or a 
cenified copy of such original) when the ownership changed bceause of a conveyance. A total or partial assigruncnt of this lease shall, to the c:xtent of !be intc.~t 
assigned. relieve and discharge Lessee of all subsequent obligations under thi.s lease. If this lease is assigned in its entirety as to only part of the acre3gc, !be right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of 
th~ rental shall not affect this lease on the pillt of the land upon whith pro rata rentals are timely paid or tendered; howtver, 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 tc:rminai.C for failure to pay the entire rcncl due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penal tiC$ owed to the State by the original lessee or any 
prior assignee of the lease, including any liabilities to the St.ate for unpaid royalties. 

(B) ASSIGNMENT UMITA TION. Notwithstanding any provision in P~ph 27(a), if !be owner of the soil acquires this lease in whole or in pa11 by 
ass ignment without !be prior written approval of the Commissioncr of the General Ulld Office, this lease is void as of the time of assignment and the agency power 
of the owner may be forfe ited by the Commissioner. An a.ssignment will be treJted as if it were m:ldc to the owner of the soil if !be assignee is: 

(I ) a nominee of the owner of the soil; 
(2) a corporation o r subsidiary in which the owner of the so il is a principal stockholder or is an employee of such a corporation or subsidi;lf)'; 
(3) a partnership in which !be owner of the soil is a partner or is an employe-e of such a partnership; 
(4) a principal stoclc:holda or employee o f the corporation which is !be owner o f the soil; 
(S) a partner or employee in a partnership which is the owner of the soil; 
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(6) a fiduciary for the owner of lhc soil; Including but noc limited 10 a guarOWl. trv:stc:c, executor, admiaisvuor. recein:r, or conservator forth 
owner of the soil; or e 
(7) a fm1ily member of the owner of the soil or related to the owner of the: soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Pa:ragraph 29, Lc:ssce cuy at any time execute and deliver to the owner of the soil · 
and place of record a release or relc:a5CS covering any portion or portions of the: leased premises. acd thereby sum::nder this lease as to such ponion or portions, and be 
relieved of all subsequent obligations as to ~e surrendered. If any part of this lease is properly =dcred, the delay rental due under this lease shall be reduced 
by the proponlon that the sum::ndercd aaeage bean to the a.c:reage which was covaed by this lease immediately prior to such surrender, however, such release will 
not relieve Lessee of any liabilities which may have acctUCd under this lease prior to the s=der of such ac:n:age. 

29. FILING~ ASSlGNMENrS AND RE.I..EASES. If all or any pm of this lease is orssi~ or released, such assignment or release must be recorded ia 
the county where the land is situated, and the rea>rded insttument, or a copy of the recorded instra:mcnt cxtti1ied by the Cow:ty Oerlc of the county ia which the 
instrument is =rded, must be filed ia the General Land Office within 90 days of dw: last execution date accompanied by the prescribed filing fee. If any such 
assignment is not so filed, the rights acquired under this lease shall be subjea to forfeiture at the option of the Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions perulning to the lease of the above-described land have been included in this instrument. includlng the 
stalemc:nt of the tnle consideration to be paid for the ex.ccutioo of !his lease acd the rights and dUties of the parties. Ally collataal agreements conceroing the 
development of oil and gas from the leased premises which are not contained ia tbi.s lease render this lease invalid. 

31. FIDUCIARY DtrrY. 'The owner of the soil owes the State a tiduc:iary duty aod must fWiy disclose any facts Ufccing the State's interc:st in the leased 
premises. When the interests of the owner of the soil con1lict with those of the State. tbe owner oftbc soil is oblipted to put the State's interests before his penonaJ 
intercsu. 

32.. FORFEITURE.. If Lessee shall fail or refuse to make: the: payment ohny sum within thirty days after it becomes due, or if Less~ or an authorized 
agent should knowingly malcc: any false rerum or false report concerning production or drilling.. or if l..elsce shall fail or refuse to drill any offset well or wells in good 
faith as required by Jaw and the rules and regulations adopted by the: Commissioner of the Gcnenl Land Office, or if Lessct: should fail10 file reports in the manner 
required by law or fail to tom ply with rules and regulations promulgated by the General Land Office, the School Land Bo:ud, or the Railroad Commission, or if 
Less~ should refuse the proper authority access to the records pertaining to opcr.uions, or ifLc:ssce or an authorized agent should knowingly fail or refuse to give 
CO!'Rct information to the proper authority, or lcnowingly fail or refuse to furnish the Gcncr:tl Land Office a correct Jog of any well or if Ld.sce shall lcnowin~;ly 
violate any of the material provisions of this lease:. o r if this lease is assigned and the assignment is not tiled in the Gencr:U Land Office as required by law, the rights 
acquired under this lease shall be subject to forfeirurc by the Commissioner, and he shall forfeit same wbcn sufficiently informed of the facts whic!! authoiu.c a 
forfeitute, and when forfe ited the a=1 shall again be subject to lease under tht: t.crtru of the Relinquis.hmcnt Act. However, nothing herein shall be construed as 
waiving the lUtomatic termination of this le3Sc by opc.ra.tion oflaw or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this 
le:lSe and all rights thereunder reinstated before the rights of:Lnother interVene upon ~~torY evidence to the Commissioner of the Gcnen..l Land Office of furun: 
comPlJ~ with the provisions of the law and of this lase and the rules and regulations that may be adopted rel:uive hereto. 

• • • ••• 
• • _.JJ. UEN. In accordance with Texas Natur.ll Resources Code 52.136,the St3Lc shall have a tint lien upon all oil and gas produced from the area covered 

by a idaas"to secure payment of all unpaid royalty and other sums of money that may become due under this IC.1Se. By acccpr.an~ of this lease, Lessee grants the 
State, Ill addition to the lien provided by Texas Narural Resources Code: 52..136 :l:ld any other z.pplicablc: surutory lien, an expre.s.s contractu3.1 lien on and security 
intcrest-m all le3Sed minerals in and extracted from the leased premises, all proceeds which may acaue to Lessee from the sale o f such leased miaerals, whether such 
proc,~cA•.Jaheld by Lessee or by a third party, and all fixtures on and improvements to the le:tsed premises used in connection with the: production or processing of 
such l~ls!cf mincn..ls in order to secure the payment of all royalties or other :unounts due or 10 become due under this lease: and to secure payment of any damages or 
loss Ml.wor may suffer by reason of Lessee's breach of any covenant or condition of this IC.1Sc, whether express or implied. This lien and security interest may be 
forccl"sed ...J!th o r without court proceedings in the manner provided in the Title: I, Cbapter 9 of the Texas Business and Commem: Code. Lessee agrees t1w the 
Commi!!iioner may require Lessee to execute and rca>rd such instJUJnents as may be reasonably necessary to aclcnowledge, ana.ch or perfect this lien.. Lessee hereby 
repre~i'\f\~' there arc no prior or superior liens arising from and relating to Lessee's aaivities upon the abovc-d.escribed property or from Lessee's acquisition of 
this IelSe. Sllould the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein.. • •••••• • • 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royally interest of the owner of the soil under this lease: with any other leasehold 
or mineral interest for the explor.Ltion. develo pment and production of oil or gas or either o f them upon tbc 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 intcrcst of the SL:Ite under this lease pursuant to Texas Natural Resources 
Code 52. IS 1-52.153 . . lhc owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas NiltUr.ll 
Resources Code Si.l 52. 

35. INDEMNI1Y. Lessee hereby releases and discharges the St.ate ofTcxas aEd the owner of the soi1, their officers, employees, parme.-s, agents. 
contractors, subcontractors, guests, invitees, and their respective successors and assigns. of and from all and any actions and causes of action o f every nilture, or other 
harm, including environmental harm. for which recovery of d:unages is sought, including. but not limited to, all losses and expenses which are caused by the 
acti vi tics o f Lessee, its officers, employees, and agents arising out ot; incidentaliO, or resulting from, the opcr.uions of or for~ on the leased premises 
hereunder, or thi!t m01y arise out of or be occasioned by Lessee's breach of any of the tenns or provisions of this Agreement, or by any other negligent or strictly liable 
act or omission of Lessee. Further, Lc:ssec hereby agrees to be lii!ble for, exonerate, indemnify, def'"d and hold harmless the State of Texas and the owner of the soil. 
their officers, employees and agents, their successors or assigns, 3gainst any and all claims, liabilities, losses, damages, actions., personal injury (mcluding deuh}, 
cosu and expenses, or other harm for which recovery of dam3gcs is sought, under any theory including tort, contract. or strict liability, including an.omc:ys' fees and 
other legal expenses, including those related to environmental hazards, on the leased premises or ia any~ related to Lessee's failure to comply with any and all 
environmental Jaws; those arising from or in any way related to Lessee's operations or any other of Lessee's activities on the le:!.Sed premises; those arising from 
Lessee's use of the surface of the leased premises; and those that m:~y arise out of or be ocClSioned by Us.sce's breach of any of the terms or provisions of this 
Agreement or any other act o r om~ion of Lessee:, its directors, officers. employees, partners. agents, contractors, subcontractors, guests, invitees, and their respective 
successors and assigns. E01ch assignee of this Agreement, or an interest therein. agrees to be liable for, exonerate, indemnify, defend and hold hltTTlless the State of 
Tcx3S and the owner of the soil , their officers, employees. and agents in the: same m:mncr provided above in coMection with the activities of Lessee, its officers, 
employec.s, and agents as described above. EXCEPT AS 011-IERWISE EXPRESSLY LJ:\IITED HEREIN, ALL OF 11IE !1'."DE:'\-INITY OBLIGATIONS 
Ai'iD\OR LIABILITIES ASSUMED UNDER THE TERMS OF TIHS AGREEMEi'iT SHALL BE Wn1iOliT LIMITS A.';"D WrniOliT REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLw"DING PRE-EXISTTNG COl'IDmONS), STRlCT LIABILITY, OR 11IE NEGLIGENCE OF A>"Y PARTY 
OR PARTIES (INCLUDING THE NEGLIGE:"<CE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLJGE:-.'CE BE SOLE, JOL'f T, 
CONCURRENT, ACTIVE, O R PASSIVL 
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. 36. ENVIRONMENTAL JiAz.ARDS. Less« shall we the highest degree of C3T1:: &nd all reasonable sa!eiUMds to prevent contml~on or pollution 0~ • • 

~y envll'Orunent:LI mediwn, including soil. surfac:e W31elS, pt~undw:u.cr, sediments. and surfac:.: or subsurfac:e stra1a. ambient :air or any othe_r e:rvironmenu.J medium . 
Ill, on, or under, the l=d pre~ by any wane, polluunt, or a>ntaminant. Lessee sb.all not bring or pcnnit to remain on the leased prenuses any asbestos 
ccnu.ining materials, explosivQ. toll:ic materials, or substances rcglli:U.Cd as haz.:lrdous wastes. hazardous nwcrials, baz;udous substances (as the tenn M~ous 
Substance" is defined in the Comprehensive Envirocmental RC3ponsc, Compensation and Liability Act (CERCI.A). 42 U.S.C. Sections 9601, et seq.). or fO:tic 
substances under &ny fedenl.., st11e, or loc::U I:Kw or regulation ("H:Izardous M:ueriJJ.s'"). acept onflll21)' products com~t~only used i.o conncdkn with oil and gas 
cxplor.uioo and dc:velopmeot opcr.uions and stored in the usual aunner and qumtities. LESSEE'S VIOLATION OF THE FOREGOING PROR1BmON 
SHALL CONS'lTTUTE A MATL.'tUAL BREACH AND DEFAULT HEREtfi'IDl-:R A>'ou L.ES.Sl::E ShALL i?'ouE:.IHIFY, HOLD HAR.\J:U:.SS AND -
D £FEND Tin: STATE OF TEXAS Ai'lD TIIE OWNE.~ OF l1iE SOIL FROM AND AGAINST ANY CLAL\15. DAMAGES, JlJDG~fENTS. PENAL TIES. 
LIABILITIES, AND COSTS (INCLUDING R..E.ASONABLE A TTOR.'lEYS' FEES AND COURT COSTS) CAUSED BY OR ARlSING Otrr OF (I) A 
VIOLATION OF nu: fOREGOING PRORlBmON OR (D) TiiE PRESENCE, RELEASE, OR DISPOSAL OF .A.'N HAZARDOUS MATE.R!AJ.s ON, 
UNDER, OR ABOUTTIU: LEASED PRE.'\f.ISES DURING LESSEE'S OCCUPA.'lCY OR CONTROL OFTiiE LEASED PRE;\'llSES. LESSEE SHALL 
CLEAN UP, REMOVE, RE.."rfEDY .A.'o"D REPAIR .A.'N SOiL OR GROUND WATER CONT.A.\flNATION .A.'lD D.A.'\1AGE CAUSED BY THE 
PRESE.'iCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER. OR ABOUT 1liE LEASED PRE.\ USES DURING l.ESS£E'S 
OCCUPANCY OF THE LEASED PRL~ES IN CONFORMANCE WITH TilE REQtmu:.,n:NTS OF APPLICABLE LAW. THlS 
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, Btrr IS NOT LIMITED TO, l.I.ABILITY FOR RESPONSE ACTIONS VNDERT ~ 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IM'\fEDIAn:L Y GIVE THE STAn: OF 
TL"'(AS AND TilE OWNER OF THE SOU. WRrl"lL"'f NOTICE OF ANY BREACH OR SUSPEcn:D BREACH OF THIS PARAGRAPH. UPON 
LLAR.~ING OF TIIE PRESENCE OF ANY HAZARDOUS MA TERlALS, OR UPON RECEIVING A NOTICE FROM .A.'N GOVE:Rt~1AL 
AGENCY PERTAINING TO HAZARDOUS MATE.RIALS WlnCH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS Of LESSEE 
HEREUNDER SHALL StJRVIVE THE .EXPIRATION OR E.AlU.IER TE.R.\LINA TION, FOR ANY REASON, OF THIS AGREE.~. 

37. APPUCABLE LAW. This lease is issued under the provisions o(Tcxas Natur:U R=wccs Code 52.171 through 52.190, commonly knoW~~ u the 
Relinquishment Act, and othCT applicable SUlUtc$ and amendmcnu th~to. and if any provision in this lc.:tSe doe.s not coofonn to these surutes, the narurcs will 
prevail over any nonconforming lease provisions. 

38. EXECtrnON. This oil and gas le3Se must be signed :Uid xlcnowledged by the Le=e before it is fil ed of record i.o the county m:ords and in the 
General Land Office of the State ofTeus.. Ooc:e the tiling requirements found in Paragraph 3 9 of this lease have been satisfied. the effec:ive date of this lease shall 
be the date found on Page I. · 

39. LEASE FILING. Pursuant to Ch3ptc:r 9 of the Texas Busin::ss ::nd Corrunc:rce Code, this lease must be filed of record in the office oftlle County 
Cleric in any county in which 3.11 or any past of the leased premises is IOC!ted. and cenified copies thereof must be filed in the Gc:ne::LI Llnd OfJ_ic.:. This I= is not 
c:ffect.ive until a ~rtilic:d copy of this lease (which is made illd cenified by the County ClerX: from his ~cords) is filed in the Gcner:il L1nd Office in accord:Ulce with 
Texas N:uur31 Resources Code 52.183. Additionally, this lease shall not b.: binding upon the St.u: unless it recites the ~ctual and true corul de(3rion p3id or promised 
for iXCV:iJtion of thu lease. The bonus due the Sw.: and the prescribed filing fe: sh:t.ll a.c:company such certified copy to the General Land Office. 

*•f!f!e• Exhibit "A" attached r additional lease provisions. .... _,-----. . . Vt •• • 
~~~~~~~~-------• 
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STATE Oi l.c.XAS 
••• 

Clay Johnson 
TITLE:. ____________________________ __ 

DAT2. ________________________ ~------

\ 
STATE OF TEXAS 

v6Y:·~· ~~~~~~~~~~ BY:~----~----~~~~~------~ 
lndivi~~ 

nate =----~-1-----z._Lj-'---.L.....:z r,.___ __ 

D:w:: ____________________ .,-------------

STATE OF TEXAS 
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copy of 

Original filed in 
Reeves County 
Clerks Office 
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Tndiv(v{~ 
(C8M 8~'t71Q~I ACKNOWLEDGMENT) 

~~====~~====================~~~~~· d~~~d~~~~~~~~~e ' 
for the purposes and co~idetation therein exprc::ucd, in the c:~pa.ciry ~Utcd. and a.s the~and deed o( said corporation. · 

Givc:n under my hand and sc:aJ of office thi.s the '}_ ~ cby of ~ A~., /) _ 
0 0.Lk.Ull1.1 / 

l ,...t-~ MC'r .. \ MARLOWE · 72:ZaLZ_ 
~~~fi),"(:'\ Nc '-'KY PUBLIC· No"''"" Public: in and for * ·~ - -J --~~~~~--------- ) <o I o le of Texas 

TEXAS ~ ~""· "' Exp. 10-30-99 IXCll.UWtDWJ# ACKNOW!.EDGMENJ) STATE OF 

COUNTY OF 'll+ R RltNT 0

• 

0 0 

BEFORE ME. the undcnigned authority, on tbi.s day pcrsoa.ally appc:an:dl __ _::~~t.:~aTJ~lt!:8!!~~·~tur~ .. :...JHa~!!ng;na~--------------------
lcnown ~ me to be: the penon whose n.amc i.s subscribed ~ the fon:going instrum.cnt, a.s. _ ___.Trus~"""tee~=--------------------of 

-;:;;tt;;;~~MIR~~~R~ev~rocjd;c:a~b~l;e~Trust~~~~~;th~ij;;C'itY:-;c;:t;i:-;;~Sih~u~~dOir;:i'd'Q~ac;d~adoo;;;; wledged ~ me th:U be aecuu:d the 3ame for the purposC3 and considcr.u.!on then: in c:xp=d. in the C3Jl:lCity st:u.:d. and a.s the aa and ~ of said <Xq4 XI il 1M trust. 

~" ofoffiu "''""• .},3 'fl.D,,, of !J(~~~· ,.j_[ 

•

KIMBERLY K. HOWARD ~cf.<( ~d 
NOTARY PUBLIC e-.,..,.. 

State of Texas Noc:asy Public in and for Ll ( AIF 0 f r('Xft ~ 

Given un 

Comm. Exp. 05~1 -2002 

••• • • • 
ST A 1c"~F TEXAS .... -------------------
coumv ~F_.....!,0..:....;1t~f2.__;R:...:::A:....:....:..:/U......:T __ _ 

• 

STATEOF _____ TEXAS~~~--------------

COUNTYOF --t'A-RT?ItfV T 

(INDrviDUAL A0010WLEDGMBJ'l) 

(INDMDUAL ACK.~OWI..EDGMENT) 

Bc:fon: me, the undersigned authority, on this day pc:r:5onally appc:u-ed. __ ...:~~ennet=~~h!..!...Wal~=t::.:::r:..::i:..~:P~'"---'Trustee::..:..;==::::......::of::.......::.t:..:.;he=.. _____ _ 
RPW Revocable Trust 

lc.1own to me to be the persons whose namC3 are subscribed ~ the fon:going instrument. and acknowledged~ me that thc:y executed the same for the purposes and 
consider.1tion therein cxpn:ssed. 

::c:+H ~j{_ a" ) 
Given under my hand and seaJ of off}~ this !hc._c.,.d_,'-'-'-...._j_ _______ d•~~L/ +? ~d ( '6 

Noury P.Jblic in and for b7ATF of 7F. 'x'l1·> 

True and 6err-est 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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"EXHIBIT A" 

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

MSW Revocable Trust; and MLH R evocable Trust, 
as the owner of the soil, and Clay Johnson, as Lessee. 

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

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

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

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

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

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

• ~ leased premises . 
••• • • • • 

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

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

8. • Le~ee further agrees to maintain all drill sites and other portions o(..the surface used or occupied by Lessee, its successors or 
"-ssi~ns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional 

· :~ge to the owner of the soil 's other land and crops . 

• 
9. •:UJ!<tt written demand by the owner of the soil, Lessee shall build and maintain fences around its slush, sump and drainage pits 

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

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

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

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 

CERTIFIED TRUE AND CORRECT COPY C~IC~ ".2 "'l" 
STATE OF TEXAS FILE NO · :..;;N -" 

COUNTY OF REEVES FILED : 11 f 5/9 8 \If 
The above and foregomg 1s a full, true and correct photographiC copy of t~e 
ong1naf record now in my lawful custody and posseSSion. as the same s 
ru ' . 

BE-RECORDED IN THE 
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GCDenl Laad Office 
Rdiaqobhmat Act Lun Form 
Revised, September 1997 

h=Uuft.er ulled l.eMee. 

on. AND G.AS l..L\SE 

(Give Petm:ltlaU Addr=) 

1. GRANTING CLAUSE. For and in ro!Uidcntioo of the amoUDts stated below 3lld of the a>vCDants md ~ts to be p3id. lc:pt and pdermed by 
L=ec under this lease, the Sute o(Tcus acting by and through the owner o f the soil. hereby gr.mt:s. lcascs aod lets unto l.dsee. for the sole and only purpc= of 
prospecting and drilling for and produdng oil and gas., laying p ipe linej, building t:mks, szcring oil md buil<ftllg power stlticru. telephcne line.s and olhcr stNctur:;s 

the:un, to produce, save, uu = oC. a=t and tnnsport said prcduc:u of the le:uc, the fo llowing la.adJ situated in Reeves County, SCI= 
ofT e:us, to-wit: 

Block 5 9, Public School Land Survey 

Section 43: 
Section 44 : 
Section 45 : 

All 
All 
All 

conuinin&.& _ _:l:....'!:.....:::g:..:2::...:::0 __ =· mere or 1=. The bonus eonsider:u.ion paid fo r this le.:ue is as follows: 

••• • • • ••• 
•••• • • • •• • 
• 

•••• 

T o thcSt:u: ofT= : Th r ee Thou s a n d F i ve Hun d r ed and No/100 ---------------­
Dcllars (S._~3.J....,.. • .;J5.L0Ll0L·..J0J..;OLL-_ _ ) 

T o the owner of the sci! :. __ Tuhur:...et:.te::_JT.Jhw..ou!J..l ~su:a:~..nlll.dL-...~:F:...lJ.. • ..~~v:..te:::........~:H:L.IulJ..nud~r....~e::.ud.__ac...Lnudu..-..JN.lU..oL;/c....~.l ...t.O.L.UO:.=::.::..=.=..:::.=:.=::.::..=.::..:=:... 
Dono= (S. __ 3~, ..:.J5..~.r0u.OJ-J0..1'0~.~---> 

T oul bonus eonsid.c:r.Woo: Seven Thous a nd a n d No/100---------- - ---- - - ---------
Doii3J"S (S 7. 000 00 ) 

. • I 
The •.Mfbonus eonsidcr.uion paid repr=ts a bonus ofc __ _:F:..::i..;f:..,t;;.YL,..,.:a;;.:.:n:.:d:_.:.N:..;o::.!...:.l:..O::..::O:...-_-_-_-_-..,..-_-'T"><-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_ 

• Dollars (S 50 • 0 0 ) pen=, on 1.4 0 ncJ :w.cs • 
• • 

• 2. TE::t.'vf. Subject to the other provisions in this Je:u~. th.is lc:ue sh.3ll be for :1. :.c:rr.~ of Five ( 5) years from this cb1= 
(her:: in ~~~ •prinJary t.erm") 31!d as lo ng thcr::uie~ ;;,s oil J.lld g;;,s, or c ithc~ of them. is produc.d ~;laying quantities from said l;u:d. 
As ~~in this le:J.Se, the tenn •produc::d in payin~ quanticcs• m e:ms tlut the: rec:ipts from the sale or othC!' authorized cc= :..a.! use o f t!'lc subs tanc::(s) cove.-:J 
o:ceed out tfpocut operational expc::ues for the six :ncnths la.st p:ut. •••••• • • 

3. Delay Rentals. If oil or g:J.S in paying qu:111tit1es is not bcmg produced from the premises on the first annivers:II) date o f this Le:J.Se and there are then no dnlling 
operations being conducted on the premtscs, then tillS lease sh~ll term mate unless. on or before such :111niversary date. Lessee shall pay, Y: direct!~ to the o"nc~ of the soil 
and a like amount paid or tendered to the CO:VLvfiSSIONER OF THE GE~ER..U. LAND OFFICE OF THE STATE OF TEXAS, AT AUSTfN, TEXAS, a delay rental in 
the amount specified in the following schedule multiplied b~ the numba of acres then covered by this le:J.Se, which pa~mcnt. \\hen umc:ly made. shall continue thts le:!Sc for 
a period of one ( I) additional year. In like manner and upon pa~ ment of the amountS set out in the folio" ing scheduk. thts le:J.Se m:ly be fun her conunue for successive one· 
year periods during the primary tem1 of this le:ue provided that payment is made on or before the :111ni\'ersary date. 

Anmversar. Datc Delav Rental per Acre 
First S !.00 
Second S 1.00 
Third S 16.67 
Founh S 16.67 

True aRd 6erFest 
copy of 

Original filed in 
Reeves County 

Clerks Office 



. 4. . . PRODUCTION RC?Y AL TIES. Upon productio n o f oil mdlor g:u., ussee agn:.es .to pay or cause to be pa.id one-half (1/2) of the royalty 
prov1ded for Ill th1s lease to the Commissioner of the General L.lnd Office of the StaLe o f Texas, 31 AILStln, Te:x~. and one·balf ( l/2) of suc!l royalty to the own f 
the soil: CT 0 

(A~ . OIL. Ro~ty_:;,ayable o n oil, which is defined~ including all hydroc:~rbons produced in a li_quid fonn at th~ mouth of the well and Uso as all 
condcns:u.e, diStJ!I:u.e. :llld o ther hl!utrl hy<!ro~r.s ~«:vered !tom 01! or gas run through a separator or other equJpme:lt, as bcrc:m:Ukr provided, shall be 

3 I 1 6 par.: of the gross produc-.ion or the m:uic.et value thc:.reo( at the option of the own.e.r o f the soil or the Ccmmissiona of the 
G-eneral Llnd Office, sue!! v:llue to be dc..crmined by I) the h.ig!Jc:st posted price., pilLS pre:nium, if any, offered or pa.id for oil, condensate, distilla.t.c, or other liqu"d 
hyC:::C3tbons. respectively, of alike type a:nd gr:rtity in the g::Jct'31 are.1 where produc:d and whc:1 run, or 2) the !lighe.st =X..-t price thaeof off~ or paid in~ 
ge::c:r:ll area. wh~ pro~c:d and when run, or ::) the .gro~ p=ds of the sale the:-c:o ( whic."ievcr is the gre;ucr. Lessee agr= th31 before any c:u produ~d ;Tern et.he 
leased prerru.ses IS sold, used or prcx:::sse:1 in a plane, 1t will be run Ere: o f cost to the royalty owners tJ-.rough an adequate oil :1nd g:u separator of conventional r~ 
oll':er equipm.c:nt at lc3St :u efficient, so that all liquid hydroC3tbons re~vcrable from the gas by such mC.liU will be recovercd.. The require=t that sue.~ :as be or 
through a scpar.uor or otha equipment may be waived in writing by the royalty owners opoa sue!! ll:tmS and coaditioru as they prcscribe. run 

(B) NON PROCESSED GAS. Ro)'3lty on any gas (including il:lred gas), ~hich is defined a.s all hydrocarbons and gaseous subsunce.s not dcfllled 
:u oil in subpangraph (A) above, produc:d from any well on s;Ud land (e:x~ a.s provided hm:in with respect to gas pro=d in a pl3t1t foe the extraction of 
gasoline, liquid hydrocarbens or olhet products) shall be: 3 / 16 part of the pss ;~roduC".ion or the rc:ulcet value tll=t: u the option of the 
owner of the soil or the Commissioner of the Ge:lenl L=d OEc=., such value to be based on the hi &}lest marlcet pr.c:e paid or offered for g:u of =parable q~ity in 
the gc:nenl :lt'Ca where produc:d llld when run. or the gross pri~ paid or offered to the producer, whichever is the g:rca.ter; provided th:it the =imum p=.,a,: b= 
in measuring the gas under this le:ue shAll not u my time exceed 14.65 pounds per sq= inch absol~ and tbc standard base tempc:r:1tUT: .shall be sixty (60) 
dcg:n:c.s Fahrenheit, cc~tioa to be made for pressure =rding :.0 Boyle's Law, md fo r spec:ific gr.IYi1y according to tcsa made by the Balance Method or by the 
most approved method of~ting being ~d by the industry 31 the time oftcsting. 

(C) PR()C'".c.SSED GAS. Royalty on any gJ.S procGsscd in a gaso line plant or ot.'la plant fo r the recovery of gasoline or other liquid hydroC3rbons 
shall be 3 /1 6 p:ll't of the l"::'sicue gas 3t1d t.IJe liquid hydroc:.u?ons cxtrac:-..ed or :.he marlc:ct value thc::rcot: at the option of the 
owner of the soil or the Commissioner of the Gene:-:ll L=d O ffic:. All royalties due hen: in shall be b~cd on one hlllldred pe~ot (1 00~'.) of the total pla.'lt 
prcduction o f rcsiduc gas <Utriout:lble to gas prod uc..:d frcm this le3Se, :ind on fifty pCTC.."":lt (SO%), or that pc:runt accruing to US5ee, "Nhic:heva is the gru~c:, of the 
tou.l plant procuction o fliquid hydroc:lrbons ;u:;ibuuble to th: ps produc:d from this lease ; provided th.;u if liquid hydro=r:xllu arc rcCO"Verd from ~lS proc::.ssd 
in a plant in whic.'l !..esse:: (or its pa."tnt, suosici;uy or U!!li:u.e) o wr.s m :nt:rc.st, thc:1 the perc.:nt.:l8e .1pplic.a.ble to liquid hydroc::ltbons S."lall :X ft.'ly Re=:u (50"/o) c r 
the highest ;erc:nt a~:-uing to a third par.y proc:.ssing gJ.S t.'uoug.~ such p i3llt undc: a proc:ssing ag:r:-::ne:ll oegotia:.:d at ann's lengt..'l (or if t.'le:-c: is no st:cJ third 
parry, the hig.'1est perc::::t then being ~peC.:i!ed in proce.ssbg Jg::C:::-lc:nts or cont:r:u:'.s in the industry), whic.!!evcr is :be g:rc:u.cr. The rcs~ective royalties on rcsid1:e ;;:as 
:l.tld oo liGuid hycirc~~,ns sb.ll be det.err.Ur.ed by I) t.':c . t is-~J est ::=nc::: pric: paid or u f!"ered fo r :1ny ps (or liquid hydroc:lrt:ons) of comparable quality in the 
general are::t. or 2) the ;res pric: p:~id or o ff::-c:c for s:Jch residt:c g:u (or t.'le wc:!g.lued avc.r.~.ge gross sc:IIL'lg pric: for the: :=:~.ive ~es of liquid lrtcirodrt-ons), 
whic.'levcr is the grc::u.er. ln no C'ic:., c, however, sh:llllhe royal ties payable tmder this pangnph be less than t.'le royalties ·.vhich would h3ve b=:~ due had the gas not 
been processed. 

• • • (D) OTriER ? RODt.:CTS. Roy~::' • :-t c:llbon bl:~c: lr:, sdphur o r UIY othc: ;:roc cc:-.s ;::-oduc:d or manufJc:ur:d !:-em g:u (exc: pcr.g li<;u id hyl!rcca.ri:ons) 
"'lt~qr•s:Ud gas~ · casinghead, • •c~ry: o r m y o ther gJ.S, by fr:u::.!onatlng, burning or any other ;m:=ss!ng !hall be . 3 / 16 p!m ofU:e 
~~Roduc:tion ofst:ch produc::s, or the marlc:t value thereo f, 31 :he opcon o f the owner of the soil c r the Cor.unissioner o f the Gc:1cr:ll w nd Office, sue~ m:ux:t 
val~i"' ~ de:c:-;nined as fe llows: I) on t.!Jc basis o i the hig.'lcst marlc:t pr.c: of e:u:~ product for t..'lc: same month in which such product is p roduc:d, or 2) on t.'le 
bastS. of the :~verage gross s:J.le pri" of e='l produe! for the same m c nt.'l ir: whi c:~ such products are produ"cf; whiche ver is the gre;u:r. l 

\; 

• • •• • • S. MINIMUM ROYALTY. Duri:1g 3.1lY yc:JI after th; . :;;p!P~on of the primary t.er.n o f :his leJ.Se, if this lc.ase is rnaint:l inc d !ly production, the royalties 
pai<! Mlcr this leJ.Se in no event shall be less thJ.n an amount equal to the total annual delay re:1taJ hc:-c:in provided; othc:wise, there sb=.il be due and payable on or 
be'c:r. ~last day of the mo nth suc:c:eding the =nivcrsarJ d31: o f this lease 3 sum equal to the total :mnual rcntalless the ~Ollllt of r:;,J.Jt cs p:Ud during the 
pn:~ding•ye:ll . U P:~RgRph 3 eftlli::l lc:ue clcx;, nct-Jpceti, a Ele lsy ren~for the purpcscs of this pang:r:~ph, the delay rental =olllll sh:!ll be one 
do ll:ue(S 1.00) per aC"C . 

• •••••• 
• ~- ROYALTY IN lUND. N otwithsunding 3t1Y ot.'ler provision in this lease, at any time o r fr1:lm time to time, the owner of the soil or the Commissioner 

of the Geg~ LJ.nd om~ may, at the option of e it..'ler, upc n not less than sixty (60) days notic: to the holder of the lc~. require th31the payment of3lly royalties 
ae~~g toesuch royalty owner llllder this le3Sc be mJ.C: in kind. The owner o f the so il's or the Co mmissioner of the Gcncr:ll Llnd Office 's right to ulc: iLS royalty in 
kind shall not diminish or negate the owner of the soil's or the Cor..missioner of the General L:111d Gffic:'s rights or Le:ssee's ob ligations, whe~cr express or implied. 
under this lease. • · 

7 . NO DEDUCTIONS. ~ a.grces th31 all roy:llc es :u:c:-uing unc!cr this lease (including those paid in k:.Od) shall be without de duc:icn fo r the: cost o f 
prod~cing, glthe:ing, storing. scpJiating, tn::uing, dchydnring, compr-...s.sing, proc::ssing, tr..ru j)Crting, llld othcr.visc m:lkiog L~e oil, gas 3t1d other prnduc::s · 
hcr.::mdcr l'elC!y for sale or us: . U$5cc ag;-e-..s to compute md pay royalties on the gross value rec:e:ved, including 1ny reimbW'!emcnLS fo r SC"Vcr:ul" !.lXes :111d 
production rel:~ted costs. 

8. PLANT FUEL A..'lD RECYCLED GAS. No royalt"f shall be pay:lble on any gJ.S as may reprcsent this lease's proportion:u.c sh=: of 3llY :U: l ILScd to . 
proc:.!s gJ.S ;:roc uc:d hc:-:uncer in any prcx::.ssing pl 3t1L No[Withs~ding any other provision of this le:uc, and subj ect to th e v.Tirtcn consent o f the owne: of th~ sotl 
3tld U:e Commiss:onc:r o f the Gene::ll L=d O ffic:, L:.sse: r:uy r:c::, c:!c g:u for gas lift putjXlses on :.i e lc:ud prc:niscs or fo r inj c::tion into 3.'1Y oil or gJS ;:roducmg 
fonn:u:c n unc e rlying the leased prcm iscs a.ier the liquid hy<!roc:u!><Jns con~ined in the ;;:as have '::e: n r::nove c!; no royalties shall be ;J:Jylble on u: : r:: yclcd gJS 
lllltil it is produc:d and sold or \LScd by L::;.sc: in 3 m3t1t1cr which entitles the royalty owners to a royJ.lty llllde: this !:asc . 

9 . ROYALTY PA ~S A."'D R.E?O RTS. All royi!..l t::s no t w : n in kind sh:J.II be paid ~ the Commissio ner of !he Gcnc::ll L=d OF.!c: 31 Austin, 
TcxJ.S, in the following rn=ncr. 

P~:'m~:ll o f :oy:!lty o n produc:ion o f oil and gas shal! be :u prov: c!cd i;- :he rules sc: fo r-'1 in t.'le Tc~:u Regist:::. Rules C:Jr.t::1tly provide :i"1ar royalty _on oil is t!ue 
3t1d r::ust be ~: c:ivcd in the Gencroll LJnt! OF.ic: o n c r bc :orc: the 5th c:~:1 of the se cond r:10n t.'1 st:c~-:dir.g t.'lc mon~ o i prod~c:ion. 3t1d ro~J.l ry on glS IS d~c. 311d th: 
must be rece1vc d in the Gcne :-:U L3t1d Oflic.: o n or be for: !he 15 t.'l d:~y o f t.'le second rr.cn:.'l ~ucc:e:dmg the monL': o r prc ducuon, acc.1r.t;JJ.."lld by t.'le J.ffid~v• t ~: f 
ownc:. m:magcr o r othc: authorized :~ge:-tt. ccmplctcd in th: fcrm :L'ld ;n31'lncr pr:sc;,bcd b:y the Gc ~c:-:ll L3r.d Offic: m d showing the g:-oss :uncunt Jlld disp~sJt:cn ° 
all oil :1t1d gas produced :l.tld the m:ukct vl.lue o f the oil and gJS. t;;g: thc: with 1 ccpy o f all docu:r.e::t.>, rc:::ords or rc;:cr-.s ccniir.ning the grcss prcouc:icn. dlspCSit:Cn 



••• • • • •• • 
•••• • • • • • • 

• 
•••• • • •••• 

• •••••• • • 
• 

• •••••• • • 
• ...... 
• • 

True and 6eFFest 
copy of 

Original filed in 
Reeves County 

Clerks Office 



~d market value lncludin& cas meter ru dinp. pipdlne receipts, ps line receipts and other theclcs or memoranda of amount produced and put into pipdinc:s, tanks. 
or pools and gas lines or ps storace, aDd my otbc:r reportS or records which the Gcncnl Land Office nuy require w verify the gross production, disposition and 

' marlcct value. In aU cases the authority of a IJW1&I'CT or qcnt to act for the l...nsee herein must be: filed in the General Land Office. Each royalty payment slu.JI be 
accompanied by a clleclc stub, stheduh; summary or ocher remittance advice showin& by the assigned General Land Office lease number the amount of royalty beinc 
paid on each lease. If Lessee pays his royalty oo Of' before thirty (30) days a.ft.c:r the royalty payment WliS due, then Les.see owes a penalty of 5% on the royalty Or 
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall a.ccrue a penalty of 1D-h of the roy-alty due or $25.00 whichever is~­
In addition to a penalty, royalties shall acaue IDtercst at a rate of 12% per year. such inlel'CSt will begin xauing when the royalty is sixty (60) days overdue. 
Atfidavits and supporting documents which are not 6lcd when due shall incur a penalty in an amount set by the Genenl Land Office administrative rule which is 
effective on the date when the affidavits or supponing documents were due. The Lessee shall bear all responsibility for paying or caw in& royaltic::s 10 be paid as 
prescribed by the due date provided herein. Paymatt of the delinquenc:y penalty siWl in no way opc:nte lD prohibit the State's right of!orfeitun: as provided by law 
nor act to postpone the date on which royalties wc:rc originally due. The above penalty provisioos shall oot apply in cases of title dispute as lD the Stale's portion of 
the royalty or 10 that portiJb of the royalty in dispute as to fair mari:tt value. 

10. (A) RESERVES, COl'fffiACfS AND O'niER RECORDS. Lesse1: shall annually furnish the Commissioner of the Gcnenl Land Offite with 
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and sh.alJ furnish said Commissioner with copic::s of all coocracu under 
which gas is sold or processed and all subscqoent ~ and amendments 10 such contracts within tbitty (30) days after c:ntcring inlo or m.akinc such conll"ac:ts, 
agreements or amendments.. Such contrxts and agrec:mcnts when rceeived by the CicDcral Land Office shall be: beld in ~nfidence by the General Land Offite unless 
olherwise authorized by ~ All otbcT conu.:ts and records pataining to the production. ti'Wporta.tion, sale and awia:ting of tbe oil and ps produced on said 
premises, including the books and a.eeounts, receipts acd diseJwles of all wells, tanks. pools, meters, 111d pipelines sh.alJ at all times be subject to inspection and 
examination by the Commissioner of the General Land Office, the Attorney Gcncnl, the Govc:mor, or the representative of any of them. . 

(B) PERMITS, DRILLING RECORDS. Written notice of all opcralioos oo this lease shall be: subrrutt.cd lD the Commissioner of the Gcnc:raJ 
Land Office by Lessee or operator five (5) days before spud date, woricover, re-entry, temporary abandonment or plu& and abandonment of any well or wells. . Suc.b 
written notice to the General Land Office shall include copies ofR.ailro&d Commission forms for application to drill Copies of well tests, completion reports and 
plugging reports shall be: supplied to the General Land Offite at the time they are filed with the Tc:us Railroad Commission. All applications, permits, reports or 
oCher filinp that reference this lease or any specific weU on the leased premises and th.u are submia:d to ~e Texas Railroad Coaunission or any other governmental 
agency shall include the word "StaLe" in the title. Additionally, in accordance with Railroad Commission rules, any sig:nage on the leased premises for the pwpose of 
identifying wells, tack batteries or other associated improvements to the l&ad must also include the word "State. • Lessee shall supply the Genaal Land Office with 
any records.. memoranda, a.:counts, reportS, cuttings and cores, or other information relative to the opcntioo of the above-described premises, which may be: 
requested by the General t..nd Office, in addition to those herein expressly provided for. Lessee slWI have an dectrical and/or radioactivity survey made on the 
bore-hole section, from tbe base of the surface casing 10 the total depth of well, of all wells drilled on tbe above described premises and shall transmit a true copy of 
the log o f each survey oo each well to the Gc.oaal Land Office within fa.ftecn (IS) days after the making of sa.id survey. ' 

(q PENALTIES. Less~ shall incur a penalty whenCYer reports, documents or other materials are not filed in the Gcnaal L3nd Office when 
due. The penalty for late filing shall be: set by the Gcncnl Land Office arlrninistrarive rule which is effective on the dat.c when the materials were due in the GcncpJ 
Land Office. ''· 

I I. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. U: during the primary term hereof and prior to discovery and production 
of.~Lefi'!S on said land, Lessee should drill a dry ho le or holes thereon. or if during the primary tcml hereof and aftu the discovery and actual production of oil ~r 
g;u~ the leased premises such production thereof should cease from any c;wse, this lease shall not tcrmin31e if on or before the expiration of sixty (60) days from 
da~e~l!\>l!lpletion of said dry bole or cc:s.sation of production ~e ~mmcnces additional drilling or rcworlcing operations thereon,. or pays or tenders the next . t •. 
ann .. l detay rental in the same manner as provided in this lease. ~ during the last year of the primary term or w ithin sixty (60) d3ys prior thereto, a dry hole be 
compicted and abandoned, o r the production of oil or gas should cease fo r any C3USe, Lessee's rights shall remain in full force and effect without further opcratio~. 

untii.!Ncx piration of the primary tcnn; and if Lessee has not resumed production in paying quantities 31 the expiration of the primary term, Lessee may maintain this 
lea!(. I:,. ~nducting additional drilling or rcworicing operations purn13Dt to P:u-agraph 13, using the expiration of the primary term as the date of cessation of 
produc:tion.undcr Pa.ragnph 13. Should the first well or any subsequ.ent well drilled on the ibove described land be completed as a shut-in o il or gas well within the 
prilfl~an hereof; Lessee may resume parm=t of the annual rental in the same manner as provided herein on or before the rental paying date following the 
expira!,jon of sixty (60) days from the dare of ~mpletion of such shut-in oil or gas well and upon the fa.ilun: to malcc such payment, this lase shall ipso facto 
tcnninate. lf 31 the expiration of the primazy tenn or any time thereafter a shut-in oil or gas well is located on the leased premises, p3Y!Ilents may be made in 
a~~>'ith the shut-in provisions hcreo! . . • • • • •tz. DRlLLING AND REWORKING AT EXPlRA TION OF PRIMARY TElUvf. lf; at the expiration of the primary tenn, neither oil nor gas is being 
produeed on said land, but Us5c:e is then engaged in drilling or rcworic.ing operations thereon, this lease shall remain in force so long as operations on said well or for 
drilling or reworking Gfany additional well are prosecuted in good faith and in-worlcmanlilce manner without interruptions tDtaling more than sixty (60) days during 
any one: such opcntion, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is p roduced in paying quantities from said land, or 
payment of shut-in oil or gas well royalties or compen.sa.tory royalties is made as provided in this lase. 

13. CESSATION. DRILLING. AND REWORKING. ~after the expiration of the primary term, production of oil or gas from the leased premises, after 
once obtained, should cease from any cause, this lease shall not terminate ifl..essec commences additional drilling or reworking opcntions within sixty (60) days 
after such cessation, and this lease shall rcnu.in in full forte and effect for so long as such operations continue in good fa.ith and in worlc:manlike manner without 
interruptions lOWing more than sixty (60) days. If such drilling or rcworicing operations ~ult in the: production of oil or gu, the l~e shall remain in full force and 
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gu well royalties or payment of compcns310ry 
royalties is made as provided herein or as provided by Jaw. If the drilling or rcworic.ing operations ~ult in the completion of a wc:llas a dry hole, the lease will not 
terminate if the lc.ssc:e commences additional drilling or reworking operations within sixty (60) days after the ~mpletion of the well as a dry hole, and this lease 
shall rema.in in effect so long as Lessee ~ntinues drilling or reworking operations in good faith and in a worlcmanlilce manner without intcmJptions totaling more 
than sixty (60) days. Lessee shall give written notice to the Gcner.ll Land Office within thirty (30) days of any cessation o f production. 

14. SHtiT-IN ROYALTIES. Fo r purposes of this paragraph. "well" me31\S any well that has been assigned a well number by the sla!e agency ~avi~g 
jurisdiction over the production of oil and gas. u: a1 any time after the expiration o f the primary term of a lease that. until being shut in, wu being mainwned !n 
force and effect, l well capable o f producing oil or gu in paying quantitic:3 is located on the lc:asc:d premises, but o il or gu is no t being produc:::d for lade ofsu1table 
production facilitie3 or lade of a suitable market. then Lessee may pay u a shut-in oil or gas royalty an amount equal to double the annual rental provided in the 
leue, but no t less than Sl .200 a yeilt for each well capable o f producing oil or gu in paying quantities. lfPwapaph 3 ofti1is ltJSt doti not specJ.y a del3j ICIIB 
ame u::l; the,. for the purposes of this paragraph. the delay rental amount shall be one dollilt (S 1.00) per acre. To be effective, each initial shut-in oil or gas royalty 
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must be paid ort or before: (1) the cxpizalion of !he primazy tenn, (2) 60 days aft.cr the Lessee cea.ses to produce oil or gas from the leased premises, or (3) 60 days 
after Lc:sscc completes a drilling or rcworlcing opc:ntion in accordance with the lease provisiocs; whichever date is latest. Such payment s!WI be made onc-half(1/2) 
to the Commissioner of the General l.md Office and orte·half(1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease s!WJ be considered to be 
a prod~cing lease and the payment shall c:xte11d the tenn of the lease for a period of one ye:u' from the end of the primary tenn. or from the first day of the month . 
followmg the month in which production cased, md, alter that, if no suitable production facilities or suitable marlcet for the oil or &33 exisu, Less~ may extend the 
lease for four more successive periods of one {1) year by paying the same amount each year on or before the ~iratior> o( ~"td~ !b!-:.-: :;=::. 

15. COMPENSATORY ROYALTIES. ~during the period the lease is kept in effect by payment of the shut-in oil or gas ro~ty. oil or gas 1s sold and · 
delivered in paying quantities from a weD located withiD one thousand (1,000) ftct of the leased premises and completed in !be same: producing reservoir, or in my 
case in which drainag¥ occurring. !be right to continue to m.aint.J.in the lease by paying the shut· in oil« gas royalty shall cease, but the lease shall remain effc:ttive. 
for the remainder of the year for which tbe royalty bas been paid. The: Lessee 1113)' maintain the lease for four more: successive ye= by Lessee paying cornpens;ttory 
royalty _at the ~y~ty taLe provided in the lease of the market value of production from the well ~ing the ~c: or which is completed in tbe umc: Producing 
resc:rvo~r and Within one thousand {1,000) fm of !be leased preuu.ses. The compc:nsuory royalty IS to be p1.1d monthly, ooe-half(l/2} to the Commissioner of the 
General Land Office and one·half(l/2) to !be owner oftbc soil. bqinning on« bef011: the last day oftbc month following the month in which the oil or gas is 
produced from the weU causing the dn.inace or that Is complcted in the woe producing reservoir and loc:ated within ooe thousand (1,000) feet of the leased premises_ 
If the compensatory ro~ty paid in any 12-montb period is in m amount less than the annual Sbut-in oil «gas royalty, Lessee .shall pay m amo1111t equal to the 
d ifference within thirty (30) days fi'om lbc cud of the 12-montb period. Compensatmy royalty payments which arc not timely paid will acaue penalty and Interest In 
accordance with P~h 9 of this lezse. Nooe of these provisioos will relieve Lcs.sec of the obligation of reasonable developmcat nor the obligation to drill oft3et 
wells as provided in Texas Natural Resources Code 52.173; however, at the dc:tamin.alion oftbc Commissioner, and with the Commissioner's wrir:tc:n approval, the 
paymcat of compc:n.sa.tOry royalties eaa satisfy tbc: obligation to drill offset wells. . 

16. RETAINED ACREAGE. Notwithstanding as:ry provision of !his lease to the contrary, a.ft.cr a well producing or c:apable of producing oil or gas bas 
been comple!Cd on the leased premises, Lcs.see shaJl cxrn:isc the diligence of a reasonably prudent opc:r1t0r in drilling such additional wdl or wells as may be 
reasonably necessa:y for the propc:r ckvelopment of the leased premises and in rnari::c:ting the production thereon. 

{A) VERTICAL. In the evc:ut this lease is in force and effect two (2) yea.rs aJtcr the exr:ir.Won dale of the primary or c::xtc:ndc:d t= it .shall then tenninate 
as to all of the leased premises, EXCEPT {I) 40 aa-cs SlDTOunding c::lch oil well capable of producing in p:sying quantities and 320 aacs surrounding each gas well 
capable of producing in paying quantities (including a shut· in oil or gas well 33 pro~ided in Pangraph 14 hereof), or a well upon which Lessee is thc:u engaged in 
continuous drilling or reworking opc:r.uions, or (2) the number of acrc.s included in a producing pooled unit pursuant to Texas Natural Resources Code .S2.1S I· 
52.153, or (3) .such grca1er or Jcs.scr number of acres as may thea be alloc:Uc:d for production purposes to a pror:uion unit for each such producing well Jndcr the rules 
and regulatiotiS of the Railroad Commission ofTc:us. or any succ..-s..sor agency, or other govcmment.al authority having jurisdiction. If at any time a.fkr the: effective 
date of the partial termination provisiotiS hereof; the applicable field rules an: changed or the :well or wells IOC3!.Cd thc:T«!n arc reclassified so that lc:s.s acreage is 
thereafter allocated to s:lid well or wells for production purposes., this lease shall thereupon tc:rmin:ue as to all acre:~ge not there:lfter allocared to said well or wel,ls for 
production purposes. Notwithstanding the termination of this IC:JSe as to a portion of the lands covered hereby, Lessee: shall nevertheless continue to have: the rigJ,t of 
ingress to and egrc:s.s from the lands still subject to this lease for all purposes described in P:lcagraph 1 hereof; together with easements and rig.hts-of-way for existing 
roads., existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 bc:rc:of("thc ret:Uned lands"}, for a.ccc.ss to and from the 
retained lands and for the gathering or tn.nsporution of oil, gas :~t~d other minerals produced from !be retained lands. . . . .. . ,. 

• • • (B) HORlZOl'ITAL. In the: event this IC:JSe is in force and effect two (2) YC3n alta the expiration date of the primary or extended tam it shall further 
t#tllll as to all depths below I 00 feet below the total depth drilled (bcreinaft.er "dc:c:pc:r depths") in cxh well located on =age retained in Paragraph 16 (A) 
abefe, Jn1es.s on or before two (2) ye.ars after the: primary or c::xtc:nded tcnn Lessee pays an amount equal to one-half ( 112) of the bonus originally paid 33 

coru1deration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to .such deeper depths. and said ~ 
tc:mtl'lt.I!!Qn shall be delayed for an additional period of two (2) years and .so long thc:te3fter as oil or gas is produced in paying quantities from such dec:pc:r depthS 
co•"''J't1l'by this lease. .-

• ••• ••• • •(C) IDENTIFICATION AND FlUNG. The surface acreage: retained hereunder as to each wc:U .shall, as ne:~tly as practical, be in the form of a .square with 
the w.tllocalc:d i.u the center thereof; or such other shape as m:sy be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial 
terrninatiolt of this lease as provided herein, Le.s.sce shall execute and record a release or releases coot.:Uning a satisfactory legal description of the acn:age and/or 
dc~·~o·t:euinc:d hereunder. The recorded release:, or a certified copy of same, shall be filed in the General Land Office:, accompanied by the filing r~ prescribed 
by the Gcn• ral Land Office rules in effect on the c!.aLc: the release is filed. lf Le.s.see fails or refuses to CXC(;Utc: and record such release or releases within oinety (90) 
dayJ Jll!r~ing requested to do .so by the General Land Office:, then the: Commis.siona- :st his sole discretion may dc.sign:ue by written itiStrument the acreage and/or 
depths to be released hereunder and record such ia.strurncnt at Lcs..sec's expense in the county or counties where the lease is loC31Cd and in the official records of the 
General Land Office and such designation shall be binding upon Lessee: for all purposes. 

17. OFFSET WELLS. Neither the: bonus. delay ren!.als. nor royalties paid, or to be paid, under this lease shall relieve Le.s.see of his obligation to protect 
the oil :~t~d gas under the above~c.scribed land from being drained. Lcs~. subles.su. receiver or other agent in control of the leased premises shall drill as many 
wells as the facts may justify and shall use appropriate mc:311S and drill to a depth necessary to prevent undue drain:~ge of oil and gas from the leased premises. In 
addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being 
dr.tinc:d by production of oil or gas, the Lessee, sublessee. receiver or other :~gent in control of the leased premises shall in good faith begin !he drilling of a well or 
wells upon the leased premises within I 00 days after the: draining well or wells or the well or wells completed within 1,000 feet of the leased premises SWt producing 
in ~mmc:rcial quantities and shall prosecute such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the 
soil's agency rights to forfeiture. Only upon the: dc:termina.tion of the: Commissioner of the Gcnc:ral Land Office and with his wrincn approval may the payment of 
compensatory royalty under applicable: .sWl.ltory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, aft.c:r a good faith effort. Lc.s.sec: is prevented from complying with any express or implied covenant of this lease, from 
conducting drilling oper.WotiS on the: leased premises, or from producing oil or gas from the leased premises by reason of war, n:bellion, riots, strikes, acts of God, or 
an y valid order, rule: or reg11lation of govc:mmc:nt authority,thcn while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee 
sh:tll not be liable for dam:~ges for failure: to comply with .such covenants; additionally, this lease: shall be extended while Lessee is prevc:nt:d, by any such cause, 
from conducting drilling and reworking oper.u.iotiS or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the . 
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence o f such drilling or reworking operations or production of o1l 
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19. WARRANTY CUUSE. The owner of the soil wamlllts and agrees to defend title ID the leased pn:mi~ If the owner of the soil defaults in 
payments owed on the leased prcmisc.s. then Lessee nuy redeem the rights of the owner of the soil in the kased prcmisel by paying any mortgage, taxes or other r 
on the leased prem~s. I.fLcssee makes payments oo behalf of the owncT of the soil under this paragraph, Lessee nuy recover the cost of these payments from ~r:ns 
rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUcnON CLAUSE. If the owner of the soil owns less than the entire undivided .nllfac:e esta!e in the above 
described land, whether o r not Lessee's in~ is specified hen: in. then the royalties and rcnt.al ~in provided to be paid to ~owner of the soil shall be paid to hizn 
in :he: propunion whico hls inll:rc:lt bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the 
General Lolnd Office of the State ofTe:xas shall be likewise proportionately reduced. Howc:ver, before Lessee adjuru the royalty or rcntaJ due to the Commissioner of 
the General Land Office, Le:ssee or hls authorized rcprcsenw.ive must submit to the Commissioner of the General Land Office a writtal statement which explains the 
discrepancy between the ~tere:st purportedly l=d ID!der this lease and the acrual interest owned by the owner of the soil. The Cornmi.ssioner of the Genctal Unci 
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, le:ss the proponiona.te development and production 
cost allocable to such undivided interest. Howc:vcr, in no c:vent shall the Commissioner of the Gc:nc:n1 Land Office reecive as a royalty on the gross production 
allocable to the undiYided intere:st not leased an amount less than the value of one-sixteenth (1/16) of such cross-production. 

(B) R.EDUcnON OF PAYMENTS. I~ during tbc primasy ll:rm, a portion of the land covc:rcd by this lca.sc is Included within the boundaries 
of a pooled unit that has been approved by the School Lmd Board and tbc owner of the soil in· accordance with Nanual Resources Code Sections 52.151-52.1$4, or 
I( at any time after the expiration of the primary term or the extended term. this lease cover3 a lc:ssa number of aae.s than the total amount described herein. 
payments that arc made on a per aac basis hereunder shall be reduced aa:ording to the own beT of acres pooled, released, surrendered, or otherwise severed, so that 
payments detamined on a per aac basis ID!dcr the tctms of this lease during the primary term shall be calculan:d based upoo the number of aacs outside the. 
boundaries of a pooled unit, or, i.f alter the expiration of the primary te:nn, the number of aaes actually reained and covered by th.is lease. 

21 . USE OF WATER. Lessee shall have the right to usc wat.cr produced on said land nc=ssary for opcnlions under this lase except wa.tcr from wells or 
tanlcs of the owner of the soil; provided, bowc:ver, Lessee shall not usc potable water or wa1cr suitable for livcstoclc or irrigation purposes for watcrflood opcn.tions 
without the prior consent of the owner of the so a 

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

23. PlPEUNE DEPTH. When requested by the owner of the soil. Lessee shall bury its pipeliocs below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled ne:uer than two hundred (200) feet to any house or barn now on said prem~ without the 
written consent of the owner of the soil. 

25. POLLUTION. In developing this area, Lessee shall usc the highest degree of= and all proper safeguards to prevent pollution. Without limiting the 
forego ing. pollut ion of coastal wetlands, na.rural waterways. rivel'3 md impounded w:uer shall be prevented by the use of containment facilities sufficient 10 prevent 
spill age, seep01ge or ground wav·r contamination. In the event of pollutio n. Lessee shall usc :!.II mea.n.s a.t its disposal to rec:1prure all escaped bydroe~ns or other 
poUu~ and shall be responsiolc for all damage to public and priv31c: propcnies. Lessee shall build and maintain fences around its slush, sump, i!Jld dnin3ge pia 
a.ztq. ~~ ~aacries so as to protect livestoclc against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill i!Jld level all 
shJ~~i~ and cellars and completely ciC311 up the drilling site of all rubbish thereon. Lessee shall. while conducting operations on the leased premises, keep said 
premt~ ~c of all rubbish, c;ms, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as ncar ia original 
conar.tion and contoul'3 as is pr.u:tica.ble. Tanks and equipment will be Jc-ept painted and presentable. t I .. 

• • • • • .a6. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph.. Lessee shall have the right to remove machinery and flXtllrCS placed by 
LessU M the leased premises, including the right to draw and remove c:!Sing. within one hliiidrtd twenty (120) days after the expiration or the termination of this 
lea.v.~~ the owner of the soil grants Lessee an extension of this 120-day period. Howc:vcr, Lessee may not reroove casing from any well capable of producing oil 
and tas in paying quantities.. Additionally, Lessee may not dnw and remove casing until after thirty (30) days written ooti~ to the Commissioner of the General 
Land ~ffice and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which arc oo t timely removed by Less a: 
und;r.!Q~ l.4ms of this paragraph. 

• • 
lZ· (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Par3Vo1Ph 29 of this lease, the rights and estates of either party to this 

lease•~;; ~assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees., legal reprcscntaJ.ives, successors 
and assigns. However, a change o r division in ownc:l'3hip ofthc land, rental.s, or royalties will not enlarge the obligations ofl.es.see, diminish the rights, privi leges 
and estates of Lessee:, impair the effectivc:ness of any payment made by Lessee o r impair the effectiveness of any act performed by Lessee. And no chi!Jlge or 
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days a.ftc:r the owner of the soil (or his heirs, devisces,lcg3l 
represent.llives or assigns) furnish~ the Lessee with satisfa.ctory written c:vidence of the change io ownership, including the original recorded muniments of title (or a 
certified copy of sucb original) when the ownmhip c:han~:ed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest 
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the 3CTC3gC:. the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the are.a of each, and failure by one or more of thc:m to pay hls 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; howc:ver, 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 shallll:rminate for failure to pay the entire rent31 due 
under Paragraph J . Evc:ry assignee shall succeed 10 all rights and be subj ect to all obligations, liabilities, and penalties owed to the SLaLc by the original lessee or any 
prior assignee: of the lc;ue, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Norwith.standing any provis ion in P;uagraph 27(a), if the owner of the soil acquires this lease in whole or in part by 
ass ignment without the prior written approval of the Comm issioner of the General Land O ffice. 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 so il if the ass ignee is: 

(I ) a nominee of the owner of the soil; 
(2) a corpo ration or subsidiary in which the ownc:r o f the soil is a principal stoc:kholdcror is an employee of such a corpor.ll.ion o r subsidial)'; 
(3) a pannership in which the owner of the soil is a panner or is an employ ee of such a partnership; 
(4) a principal stockholder or employee of the corpo ration which is the owner o f the soil; 
(5) a part11er or employee: in a pannership w hich is the owner of the soil; 
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(6) a fiduciary 1M the OWJICT of the soil; includinc but not limited to a guardi=.trustcc, executor, admini.stnUlr. receiva, or conservator for the 
011mer of the soiJ; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph md P~r.~gr.~ph 29, Lessee m.y at any time execute md dc:liver to the owner of the: soil 
and pl3ce of record a release or releases covering any portion or portions oftbc leased premise$, md there: by SIUT'Cnder this lease u to such portion or portions, and be 

. relieved of all subse~enl obligations as 10 aacage surrcndc:rc:d. If any part of this lease is _properly surrcndcrc:d. the delay rental due under this !cue sMJI be n:du~d 
- by the proportion that the surrendered aacage beals to the aacage which was covered by this lease immediately prior 10 such surrcndc:r; however, such release will 

not relieve Less~ of any liabilities which may have a.caued under this lease prior to the SUlTCldcr of .such acreage.. 

29. FILING 0' ASSlGNMENrS AND R.El..EASES. If all or any put oflhi.s lease is as:signed or released. such a.ssiznmcnt or releuc: must be recorded in 
the county where: the: land is situalc:d. and the rc:cordcd instrument, or a copy of the recorded instrument c:cnilied by the County Clerlc of the county in which the 
insuumc:nt is recorded. must be filed i.a the General Land Office within 90 days of the last execution dau: aa:ompanic:d by tbc: prescribed filing fcc.. If any such 
assignment is not so filed. the rights acquired under this lease shall be subjca 10 !orfc:ilUI'C at the option of the Commissioner of the Gcnc:ral Land Offic:c.. 

30. DISCLOSURE ClAUSE. All provisions peruining to the lease of the abovc:-desaibed land have been included i.a this instrument. including the 
statement of the true considen.don 10 be paid for the cxc:c:utioo of this lease md the riihts and dUties of the parties. Any collaLCTal agreements concuning the 
development of oil and ps from the leased prc:tlli.se$ which arc oot contained in this lease rc:nda this lcasc invalid. 

31. FIDUCIARY DtrrY. The owna of the soU owes the State a fiduciary duty a.od must flilly disclose any facts affecting the StaU:'s interest in the leased 
premises. When the int.c:rc:sts of the: owner of the soil conflict w ith those of the Swc, the owner of the soil is obligated ID put the StaU:'s interests before his personal 
interests. 

32. FORFEinJRE. I! Lessee shall fail or refuse 10 maJce the payma~t ofany sum within thirty days aft.a it becomes due, or if Less~ or an authorized 
agent should knowingly maJc.c: any fal.sc: retum or fa.l.sc: report concerning production 01 drilling. or if Lessee shall b.il or refuse to drill any otrsc:t well or wells in good 
faith as required by law and the: rules and regulations adopted by the Commis.sioner of the General Land Office, or if Lc:ssee should fail to fil e reportS in the manner 
required by law or fail to comply with rules and regulations promulg.aled by the Gcncral Land Office, the School Land Board. or the Railroad Commission, or if 
Lessee should refuse the pro peT authority access 10 the records pertaining to opcr.u.ioru, or if Lessee or an ;wthorizcd agent should lcnowingly fail or refuse to give 
com:ct information 10 the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shalllcnowingly 
v iolate any of the mlll.erial provisions of this lease, or if this lease is 3.SSigned and the assignment is DOt filed in the Gencr.a.l Lind Office a:s required by law, the rights 
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shal.l forfeit same when sufficiently informed of the facts which authorize a 
forfeiture, and when forfeited the area shall again be subject 10 lease under the terms of the Relinquishment Act. Ho~er, nothing herein shall be construed as 
waiving the automatic termination of this lc= by operation ofi3W or by reason of any special limital:ioo arising hc:rc:under. Forfeitures may be set aside and this . 
lc::l.Sc and all rights there: under reinstaU:d before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of furuie 
compliance with the provisions of the law and of this le:ue and the: rules and regulations that may be adopted relative hc:rcto. ' 

33. UEN. In accordance with Texas Natural RcsoUKes Code 52.136, the St:Ue shall have a first lien upon all oil and gas produc::d from the area covcn:d 
by ~isolnse to secure payment of all unpaid royalty and other sums of ::lonc:y tha1 may become due under this lease. By acceptance of this le:uc:, lessee grants the 
Stl~ .. aa~dition to the lien provided by Tex.:~$ Natural Rc.sourcc:.s CQde 52.136 and any otha applic:lblc ~tory lien, an express cona-JCtU:IJ lien on and security 
in~a all leased minc:rals in and c:xtr.lctcd from the leased premises, all proc:=ds which may ~c: to Lc:ssc:e from the sale of such leased minerals, whether such 
prd\:5~ Me held by Lessee or by a third party, and all fiXIUI"eS on and improvcmc:nts to the leased premises used in connection with the production or process ing of 
such l~ed miner.tls in order 10 secun: the payment of all royalties or other amounts due: or to become due IDldcr this lease and to secure: payment of any damages or 
loss ~r.t.cssor may suffer by reason ofLesscc:'s bre3Ch of any covenant or condition of this le:uc:, whc:lhcr express or implied. This lien and security interest may be 
forat~O~i~ ~th or without court procceding.s in the manna provided in the Title 1. Chapter 9 _!)fthe Texas Business and Commerce Code. Lessee agrees that the 
Commissiova may require Less~ 10 execute and m:ord such instnunents as may be re:ISOnably necessary to acknowledge, aaach or perfect this lien. Lessee hereby 
rep~a~at there: arc: no prior or superior liens arising from and relating to Lcssc:e's activities upon the above~escibed property or from Lcssec's acquisition of 
this lease.. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare: this lease: forfeited as provided 
herein.• 

• •••••• 
• 3t POOLING. Lessee: is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold 

or m~;rAilllerc:st for the exploration, development and production of oil or gu or either o f them upon the same terms as shall be approved by the: School Land 
Board lind th~ Commissioner of the Gc:nc:ra.l Land Office for the pooling or unitizing of the intacst of the State under this !case j)umlaDt to Texas Na.tural Resources 
COOe .Sl. l.SI-52.1~3 .• 1be owna of the soil agrees thai the inclusion of this provision in this leasc: satisfies the execution requiremc:nr.s staU:d in Texas Narw.ll 
Res ources Code 52.152. 

35. INDEMNI1Y. Lessee hen: by releases and discharges the Sl.ale of Texas aEd the owner of the soil, their officers, cmployc:cs, partners, agents. 
contractors, subcontrac:t01'3, guests, invitees, and their respective successors and assigns, of and from all and any actions 010d causes of 3ction of every nature. or other 
harm, including c:nvironmentallwm, for which recovery of damages is sought. including, but oot limited to, all losses and expenses which arc: caused by the 
activities of Lessee, ir.s officers, employees, and agents arising out of; incidental to, or resulting from, the: operations of or for Lcssc: on the leased premises 
hereunder, or that may arise out of or be occasioned by Lessee ·s bre3Ch of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable 
act or omission of Lessee.. FUrther, Lcs.scc hereby agrees to be liable for. exonerate, indemnify, defend and hold harmless the: StaU: of Texas 010d the owner of the: soil, 
their officers, employees and agents, their successors or 3.SSigns, against any and all claims, liabilities. losses, damages, actions, personal injury (including dea.th), 
cosu and expenses, or other harm for which recovery of dam3ges is sought. under any theory including tort. contr:lct, or strict liability, including anomeys' fees and 
othe r legal expenses, including those related to environmental haz:~~ds, on the leased premises or in any~ related to Lessee's failure: to comply with any and all 
environmental laws; those arising from or in any way related to lessee's oper.uions or any other of Lessee's activities on the leased premises; those arising from 
u ssee's use of the surface of the le3Sed premi.ses; and those that m;~y arise out o f or be occasioned by Lc:sscc's breach o f any of the terms or provisions of this 
Agreement o r any other act or omisSion of Lessee, its directors, officers. employees. partners. agents. contractOrs, subcontractors, guests, invitees. and their rtspcctivc 
suc=sors and 3Ssigns. Each assignee of this Agreement. or an interest thc:rc:in. agre:s to be liable for. exonerate, indemn ify, defend and hold h:umlcss the State of 
Texas and the owner oftlle soil, their officers, employees. and 3gc:nr.s in the same m3Mer provided above in COMcction with the: activities ofussc:e, its offic:r1, 
employees, and agents as described above. EXCEPT AS OTIIERWISE EXPRESSLY LIMITED HEREIN, ALL OFTIU: Il''o'DE~INITY OBLIGATIONS 
AJ'ID\OR LIABILITIES ASSUMED UNDER TilE TER.'riS OF TillS AGREEMEl'IT SHALL BE WITHOUT LIMITS A.'ffi WITHOUT REGARD T O 
TilE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDmONS), STRICT LIABILITY, OR THE NEGLIGE:"<CE OF ,tu'IY PARTY 
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE IJ',1JEMNIFIED PARTY), WHETIIER SUCH NEGLlGE:"<CE BE SOLE, J OINf, 
CONCURREI'ff, ACHVE, OR PASSIVE. 
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36. ENVIRONMENTAL HAZAltDS. Le:ssee shall usc the highest degree o ( = and all reasonable sa!eJUMds to prevent contamizwion or poDu~ ~ · . 
~y environmental mccliwn., illeludina soil. surf.w:e wa.tezs, IJ'Oundwuu, sediments, and surface or subsurl'aee strata. ambiCDt air or any other c:nvironmentar iJle~ 0 

_ 

Ill. on, or under, the l~d premises, by any waste, pollutant, or contaminanL Lessee shall not bring or permit to remain on the leased prcmlses any asbestos um 
~ntaining nwcrlaJ.s. explosives., toxic maurial.s, or substances regulated as hazardous wasll::S, hazardous~ b3z3ldous substance$ (as the tczm ·Hazudous 
Substance .. is defined in the Comprehensive Environmental RcspoiUC, Compensation md LU.biliry Act (CERCLA). 42 U.S.C.. Sections 9601, et seq.). o r toxic 
substances unda any federal., state. or local law or rqu!a.tion ("lhz3rdous Mate:rUls"). except ordinary products commonly used i.n conn.cc:t1on with oil and gas 
exploration 311d development opcratioru and stored i.n the usual= and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBmoN 
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AA"D LESSEE SHALL ZNDEMi'liFY, iiOLD iiAR.'til.E.SS AND 
DEFEND THE STATE OF TEXAS A.'ID THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES. JlJDGM:ENTs. PENALTIES. 
LIABJLnn:s, AND COSTS (INCLUDING R.EA.SONABLE ATTOR.'IlEYS' FEES AND COURT COSTS} CAUSED BY OR ARISING our OF (I) A 
VIOLATION OFTI~EVOREGOING PROHlBmON OR (D) THE PRESENCE, RELEASE. OR DISPOSAL OF A.'N HAZARDOUS MATERIALS ON, 
UNDER, OR ABOt.ITTHE LEASED PRL~ES DURING LESSEE'S OCCUPA.'lCY OR COI'ITROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, RE~OVE. RE..'\U:DY M"D REPAIRA.'N SOIL OR GROUND WATER CONTAMINATION A.'lD DA."rfAGE CAUSED BY THE 
PRESE.'lCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER. OR ABOUT THE LEASED PRE.'\ USES DURJNG LESSEE'S 
OCCUPANCY OF Tin: LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMLVI'S OF APPUCABLE LAW. THIS 
D'iDEMNlFJCA TION A.'lD ASSUMPTION SHALL APPLY, BUT IS NOT LIMITE.D TO, LIABILITY FOR RESPONSE ACTIONS UNDERT~ 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL U W OR REGUL\ TION. LESSEE SHALL IM\IEDIATEL Y GIVE l1iE STATE OF 
TL'"<AS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. uPON 
LEAR. 'liNG OF THE PRESENCE OF ANY .HAZARDOUS MA TERlALS, OR UPON RECEIVING A NOTICE FROM A.'N GOVERNMDiTAL · 
AGE.'lCY PERTAINING TO HAZARDOUS~ TERIALS WJDOI MAY AFFECT THE LEASED PRE:\11SES. THE OBUGA TIONS OF LESSEE 
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EA1U.1ER TER.\IlNA TION, FOR ANY REASON, OF THIS AGREE..~. 

37. APPUCABLE LAW. This lease is issued unda the provisiom of Texas Nat\.lral R.eso=s Code 52..171 throuJ}l 52..190. commonly known as the 
Relinquishment Ac:t, and othCT applie:able surutes and amcDdments therc10. and if any provision i.n this I= docs DO( conform to these SUtUtes, the Stan.Jtes will 
prevail over any nonCQruorming lease provisions.. 

38. EXEctmON. This oil and gas lease !DUSt be signed and :loCknowledged by the Lessee before it is fil ed of record i.n the counry records 311d ia the 
General L3nd Office of the Slai.c of T =as. Once the tiling requirementS found ia Parag;raph 39 of this lease ~ve been satisfied, the effective d;ue of this lease shall 
be the da.te found on Page 1. · 

39. LEASE FlLING. Pursuant to Olaptcr 9 of the Tc::xas Business 311d Commaee Code, this lease must be filed of record in the office of the County 
Oerlc in any county in which all or 311Y pan of the le:J.Sed premises is loc:~ted. and certified copies thacofmust be filed in the Gcner.U Land Office. This l~e is not 
e ffective until a certified copy of this lease (which is made and certified by the Counry Clerfc from his records) is filed in the General Land Office in ac: ordar.c: with 
Texas N:uural Rc:sourec.s Code 52.183. A dclitionally, this lc:!.Se shall not be binding upon the Slai.c unless it recites the ilctual and tnlc consideration paid or ~romised 
fo r execution of this lease. The bonus due the Slai.c a.nd the prescribed filing fc: shall acCQmpany such certified copy to the General Land Office. . 

••••• : See Exhibi-t "A" ~.:ir Ad:vtiona1 Provisions 
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STAIE OFlE<AS 

TTILE:·----------~~~----------
DATE:._----'A~0:=....-,~.::_-zc....;;;;.J _ __ _ 

STATE OF TEXAS 

~~-----=====::--"- - ~~~v idually and as agent for the Slai.c ofTc::us 

\, P~ltP. J . Boschetti , Co-Trus tee of the Windi Phillips 1983 Trust 
~W)ati: q-cQa - 9 r Date=----------------:-----------
~ . . 

lndividu 
John 
Date: 

a.nd as agent for the State of Texas · ~a~~q §o-Trustee of the Windi Phillips 

STATE OF TEXAS 

BY:~~--~----~~~--~---------­
Indiv idually and as agent for th~c Texas 
1983 Trus t Tax I Date: ___ ____ _ 

True and eorrest 
copy of 

Original tiled in 
Reeves County 
Clerks Office 



STATE OF ____________________ _ 
(CORPORATION ACKNOWLEDGMENl) 

COUNTY OF __________________ __ 

BEFORE ME. the undersigned authority, oa this cby person21Jy appc2red. ______________________________________ _ 

known to me to be the pc:rsoa whose name: is subscribed to tht: fo~goina iAstrurnent. u ____________________ .or 

.· 
-;::~-:-=----:--~:---:-----:---:----:--:-:-----:-----:----:---:--::----:-::---:-~-;-;-llld ack:Dowledged to me thu be exeQltcd the same 
for the purposes and eorideration tbariD cxp~ in tht; capacity mu:d. md &S the act and deed of said Q)tJ>Oratioa.. . 

G iven under rny hand md sal of office this the. ___ ~cby of __________ _,~· 19 __ • 

Nocary Public in and for __________ _ 

STATE OF ____________________ ___ 
(CORPORATIO~ ACKNOWLEDGMENl) 

COUNTY OF ___________________ _ 

BEFORE ME. the ~mdcnipled authority, co tbi.s day personally appured. ___________________________ _ 

known to me to be the person whose ~ i.s subscribed to the foregoing instrument. as. _____________________ __;of 

111d adalowledgc:d to me tb.a.t he executed the 3;unc 
;:fo:::r:-:!h:;:-e-:-purpos=--c::s--an-d-:-eo-ru~idcrati:---:.on-th-:--c:re----:-in-cxp-rcssc--d.:-:-ia-tb-:-e-cap-:a-c-:-ity-statc--;d..-m--:d-a.s-:-:tbc-aa-an:--d';"d=d:;---:-o-;:fsa~----:-.d';"co...:rpor.uioa. 

Given under my h.and and seal of office this the. _____ .day of __________ __. 19 __ • 

Notary Public in and for _________ _ 

STATEOF _______ ~T~E~XA~S~--------- (lNDMDUAL AO<NOWLEDGMDlT) 

C~~OF ___ ~=::::.Jo:...:.=::..:.:..:=:....._ ___ _ 

• u:•: Before: me:. the undersi&!!ed authori~ on this day ~onally 3£QC:lt'c:d Philip J . Boschett i and John L . Marion 
--·~s Co-Trustees of the W1ndi Phlllips 1~83 Trust 
Jcno ,~ to me to be: the persons whose: o:unc:.s :arc subscribed to the fore~oing instrument. and aclcnowledged to me: tb.a.t they executed the same for the purposes and 
co~c!~n therein expressed. 

•••• 

• 
• •••••• • • 
• 

······ -r-
ST A. -ri OF_• __ -,--· .;__ ( w~~~Q5~-----:------

~"~9?--
Notary Public in and for .J:t~ it Ole J/tl a) 

(lNDMDUAL AClOIOWLEDGMENT) 

COUNTY OF __ · ...;..m---:...;...\ cllcA.Md::oG....;.~~...:::..='----
Befon: me, the: undersigned authority, on this day personally ~d, _____ _._."'-""'-""-...:.-,+--'=~.LJM~..!-:::S(Jh_=-· -=--.::._----

lcnown to me: to be: the persons whose names :arc subscribed to the foregoing i.nstrument. and acknow ledged to 
eon.sider.Jtion therein expressed. 

Given under my hand and seal of off!a: this the ___ {; ____ day of 

/fft~~ MONICA MARLOWE 
i,:, *"~\ NOTARY PUBLIC 
~1!.: hi State of Texas 
~(.~/ Comm. Exp. 10-30-99 

OUv~ 19q~ 
m;n:;c;~--· 
Noury Pub lic in and for __ ....;."/_~ __ e;----____ _ 

True and 6orrest 
copy of . 

Original filed m 
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 Windi Phillips 1983 Trusf: 

Philip J . Boschetti and John L. Marion, Co-Trustees, 
as the owner of the soil, and C lay Johnson, as Lessee. 

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

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

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

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

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

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

• .-? ... • l'Jotwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not 
• •~ pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil 

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

• I 
~-u J--essee further agrees to maintain all dri ll 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 ma.intain the same in a reasonable manner to prevent additional 
ct..mage to the owner of the soil's other land and crops . ........ 

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

• L~ssee shall fi ll and level off all s lush pits and cellars and completely clean up the drill site of all rubbish thereon . ....... 
• • 

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

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

True and 6 eFFeat 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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Gcucnl Lud Office 
RellaqaiJbmat Act Lu.se Form 
Reviud, September 1997 

' OIL A.'ID GAS u:.ASE 

"f'!iiS AGREEMENT is l'B3de and cnte.zed into th.is]JL_ day of August 19 .-9...8.__, bctwca the Suu: ofTc:x..s:s. acting by 3!1d through ib 
~~~ H1ll Investments, Ltd. 

of 
:=~P:.~o:::. =lB~o:zx;;:=;1""' .... 5;]6;::8~~, =~c~e~!::ia .... ..!::!-a~r=:P::.!:!a-..!:-r}k~,z:=..!:T .. .!:-e;;x~ai;s~~=~7:...:B:d...,._~6-==1r:3~-=_-=_~~-=--=--=--=--=--=--=--=--=--=--=--=--=--=--=--=--=--=--=--=--=..-=..-:_-=_-:_-:_-:_-:_~-sa.t.,.... d,...a.g---:n-1 -

{Give ~!Jll.3tlc:t ~ddte:s:s) . 
herein refcm:d to J.S the owner of the soil (wbaba one or more), and. _ _,.l;,..,.l""" aa,.::y ''-:-:,...J_O_)=-hnn-:-s-:o,...n_-=--:-:--~~:-:::--------
---------------------------------------~2~Q~3~W~.~W~a~1~1~,~S~l~J*j~t~e~8~0~0L-___________________ ,0f 

· A1dland , TX 79701 
{Give Pam:mcnt Addras) 

I. GRANTING CUUSE. FOf" and in coa.sidc::Ition of :he ;unounts st11ed below 3!1d of :he covcnants :md ~ts to be paid. k..-pt and pc:-fcrt=S by 
Lessee Wider this lease, the Sutc ofT= ac:!.iDl by md through the owner of the soil. bacby 6J=ts, I= ar.d lets Ull10 Lc:ssec. for the sole Olr.d only p~ of 
prospecting 31ld drilling for and producing oil and gas., laying pip< linel. building unb, .su:ring oil :llld building power sccions, tdeph.cae li:ac.s and o!ha struU!lr:3 
tbcn:on, to produce, save, Ukc =of.= 3.lld trJnsport said products of the 1=. the foUowi.ng l.aa<U situ:w:d in Reeves Counry, SUL: 
ofT c:xas, to-wit: 

Block 59 , Public School Land Survey 

Section 43: 
Section 44: 
Section 45: 

All 
All 
All 

containin . .,g _ _...:::l :....!.., ...:9:....:2=...::0:.._ __ acrc::s, mere or less. The bonus ccnsider:ILion paid for this I= is as follows: 

To the Sl3C ofT=: Five Hundred Sixty-two and 50/100---------------------
••• • • • ••• 

Dcllars (S 562 50 ) 

.... 
• • • .. . To the owner of ll:e s.cii:.-=--=-=....:F:...;;i..,v,..e:....._H_u_n_d_r_e_d __ S_1_· _x_t....:y.._-_t_w_ o ___ a_n_d __ S_0_;_/_1_0_0_-_-_-_-__ -_-__ - _-_-_-_-_-_-_-_-__ -_-__ -_ 

Dollo= (S 562.50 ) 
• 

•••• • • T o uJ bonus =idcatioa :. __ --.:::O.:.n~e=--~T.:.h~o~u=s~a,...n.o.;d:::__,O..,n.o.;e:::....__,_H!..:-u"-'no..o...:::d'""'r"'e=-d=--=T:....;wc:....e=n:...:t:..Y.__--=f-=i:..v:....e=--=a:..:nc:....::::d_..:.N.:...co::.../:........::1;..:0:....0;:__-_-_-_-_ 
•••• eo11-= (s. __ .....J,"-+-, .J., ~?~s~..-~o,.~.o~.~-____ _.> 

Th~~te t>Cnus consideration p:Ud repr=ts a. bonus of, __ ..=F....:1::.. ~f..Pt..,Y~,..par:n::.d.;;;_....:N..:..o.::..:../,.:.1::...0.::....::0_-_-_-_-_-....,..,-.,..---...,.....-_-_-_-_-_-_-_-_-_-_-_-_-_-_ 
_ _ ______________ Dollars(S 50.00 ) pcra.=,oa 2.2 . 5 ne1ac:-c:s. 

• .. ul. TE:t.'vf. Subj ect to t!le other provisions in this leas~. this lease s~l be for a :c= of Five ( 5 ) years from this~ 
(herc~n c:11rc:1 ' primarJ tc.'Tll') :111d as long thc:r.::lik: as oil and gas. or either of them, is produced i.o paying quantities from said l:llld. 
As liliCid.ia lhis I =c. the term 'produced iD payini quantities" me:ms that the receipts from the sale or othe:- :wthori.z.:d cc=:a! use of t:lc substanc:(s) co-ve.-: 1 
acc~d out•ofpockct opcr.uional c:xpc.nses fer the ;ix mcnths last past. 

3. Delay Rentals If oil or gas in paying quantities IS not being produced from the premises on the first anmvers30 date of thiS Leas.: and there are then no dnlling 
operati?ns being con~ucted on the prem1ses. then th1s lease shalltan11nate unless. on or before such :llln1versary date. Lessee shall pay, V: dm:ctly to the o"ne: of th~ soil 
and a like amount pa1d or tendered to the CO;I..l'IIJISSIONER OF THE GE!'JER.<\1. LAND OFFICE OF THE STATE OF TEXAS, AT At:STN, TEXAS, a delay rental in 
the amount spec1fied m the following schedule muluplkd by the number of acres then covered by this lease, which pa~ ment. when timely mac!.:. shall continue thiS lease for 
a period of one ( I ) additional year. In like manner :111d upon pa~ment of the amounts set out in the follo"ing schedule. this lease rna\ be funha contmue for successive one-
year periods during the primary tem1 of this lease provided that payment is made on or before the anniversary date · 

Anniversar. Date De!a\ Rental per Acre 
First S 1.00 
Second S 1.00 
Third S 16.67 
Founh S 16.67 

True aAd 6erFest 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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. 4 ._ . PRODUCTION ROYALTIES. Upon production of oil and/or g:u, ~see agrees to pay or c:ause to be paid one-ha.lf{l/2) of the mya.Jty 
prov1ded for Ill th1s lease to the Commissioner of the G=eral Llnd Office o f the Swe ofTex:u. :uAustin, Tc:::ras, and ooe-balf(l/2) of sue!!. royalty to the own f 
!hero~ - ~ 0 

(A) Oll.. Royalty ;>aya.ble on oil, whic.'t is defined as including all hydrocuboo.s produced in a liquid form at the m.cuth of the wcU ind also as all 
condcns:ut, distill:u.:., ~d ot.':cr liGuid bydrocartxlns re--..cvcred from oil or gas run through a SCjlar..LOr or other equiJ:me:Jt, as b~in:Uk: provi<ied, sha.IJ be 

3 /J 6 part of the gross ;>roduc-..ion or the :n:uictt value tbc:..-rof; a.t :ht: option of the owner of the soil or the Commissioner of the 
Ge neral L;md Office, SUQ nluc to be ck:umined by I) the hig!lest posted price., plus pre:nium, if m y, offe:-ed or paid for oil, conderuate, distillue, or other liquid 
hydroarbons, respectively, of J lilcc ty;>: and gr.rlity in th.c: g::ter.t.l arc.:J where produced ~d ·-vht::l_ nm, or 2) the highest r=tXct price thereof off~ or ~din the 
ge:tcral area where produced a.nd when run. or::) the gross proc=ds o f the sale thc:-eot: wh1c.';cv~ LS the g:te3.l.er. l..cs.see ~ th:u before any gas produ~d ~rn the 
lc:::ued premises is sold, used or proc=ed in a pla.ttt, it will be run free of cost to the royalty owners through an adcquaLe oil a.tld gas separ.uor of conventional t"fPe. 
otr.er equipment at le:sst as effic:ent, so th4l all liquid hydroC3rlxlns reCGven.ble from the gas_ by S\Jch me:uu will be =vered. The requirement that such gas be ru:r 
through a sepa.r.ttor or other equipment may be waived in writing by the royalty owncn upoo S\Jc!ltenns a.nd conditions as thq p~cribc. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), whkb is defined as all hydroc:ubon.s and gaseous S\Jbsunees not defined 
as oil in S\Jbpangraph (A) above. produc:d from a.tty well o n s.:r.id la.tld (o:~t as provided herein with respect to gas proe=d in a pl;mt f~ tbc c:xtraction of 
gasoline, liquid hydrocarbons or other prod1Jcts) shall be 3/16 part of t.':e ~ss ;mxluction or the rn:uicet value thc:rcof; at the option of the 
owner of the soil or the Commissioner o f the Gc:leral Ll.nd OEc.:. sue~ va.lue to be based on the h ig.hest m.a.rlc.ct price paid or offered for gas of eompar.lble q\Wity in 
the general arc.:J where produc.cd lDd when run. or the :ross price paid or offered to the produ=. whichcYer- i.s the grea..t.er, provide d th<it the m:rcirnum PI"CSS\J:'e bas-e 
in me:l.SUring the gas under this lt:3Se shall oot u any time exceed 14.65 pounds per sq= inc.'l ~lilt!:. and the st:uldard base tern~ shall be sixty (60) 
dcgrec3 Fallrenheit, correction to be made for p~ =rdi.og :.o Boyle's Law, and fo r specific gr.rvUy ~rdi.og to tests made by the Ba.la.oc:.: Method or by the 
most approved method o fi.C:3ting be:ng ~d by tbe industry at the time ofttsting.. 

(C) PROCESSED GAS. Royalty on any g:u pi'Oel:ssed in a gasoline plant or ot.':a plant for the recovCT)' of gasoline: or other liquid hydroC3rbon.s 
shall be 3/1 6 part of the r:sidue gas ;md the liquid hy<irc~as c:xtrac:"..::d or :!le marlcct value: thereo f; a.t the: option of the 
owner of the: soil or the Com..-nissioner of the Genc-al Ll.nd Offic:::... All royal tic due her-ein shall be based on one hundred pc~-nt (I 00~'.) of the: totaJ plant 
prcduc::ion ofn:.sidue gas a.ttribucl:le to g.a:s produc..:d frcm this lease. and on fifty perc..--:1t (SO%), or that pact::lt ~=uing to Lesse:, . ...,hic~evcr is the gn::u.er, of the 
total plant production ofl iquid hydroc:lrbons :u:t:iour.a.Oie to th: g:u produced from this lc~e; prcv:cc d that if liquid hydroc:lr!xms arc recovered from ;ps proeesscd 
in a pl;mt in whic~ !.esse: (or its pa.--cnt, S\JOsidiuy or U::li:ue) owr.s :Ill interest, then the perc::~ tag: 3pplicable to liquid hydroc.ltbons shall be fifty pc:u::~t (500/o) or 
the ~ighcst percent ac:..--;uing to 3 t.rlrd p3t'ty pro=sing gas t.'uoug...i sue~ pi3DI unde: a processing ag:r.:::nenl oegotia:,:d at arm's leng<~'l (cr ift.'le:-e is no scc:!:l third 
par.y, the highest pe.~:-:t then being : pc::liic:d i.o proc:.ss:..,g ~=ents or contr.lr.~ in the industry). whle!lcvc:.r is :he g:rc:uc:. The rc3pcc:tive royalties on residue gas 
;md on liquid hydrc=~ ~ns st:all be de:err:Ur.c:d by I) t.':e ;,i&)lest marlc:t price paid or veered fer a.~y ps (or liquid hyeroc:utons) of comparable quality in the 
general are:1., o r 2) the ;; ;::;s j)rice paid or oc::-ec! for such residue g:u (or t.'le we:g.I-Jt.cd JVer.J.ge grcss ~lling price for the ;-c:;pec'..ivc g:-:I.Ces o f liquid hyc!roclbor.s), 
whichever is the gr=tcr. ln no event, howevc:r, shall the royalties ;1ayable under Ibis p:!J':IPPil ~ !e.ss than t.':e royalties 'Nhich would h.JVe ~:1 due hJd the gJS not 
bec:~ pi~=d. 

• • • 
• • • (D) OTHER ?RODtJCTS. Royal::~ .;~ :-. carbon !llack, sulphur o r :IllY ot.hc: produc:".s J:rod:.~c.:d or manuf:1c::ur:d !'rem gJS (exc::pcng lic;uid hydrocicor.s) 

w~t~--·s~d gas x •c:asingh:Jd, • •dry; or :111}' o ther gJS, by fr:lc:ionating. burning or ;my othe: ?==s:ng ! ha.ll be . 3/16 pan oftte 
gro~•pro8uc:tion of sue~ produc::s, or the marlc:: value thereof, a.t the option o f th e owner of the soil c r the C;,r:unissioner of the ~nenl Lz.nd Office. sue~ mJix: t 
v3.lu~to be de:c:mined as fellows: I ) on t.'le basis oithc: ~ ighest mar!c:t proc : of each product !'or t.'::: same :nonth in witic~ such produc: is produc::d, or 1) on t.~e 
b~i! ~!tJ.e average g:ross sale: price of c:u:.'l produc:! for the same mont.'l in whic:~ such products ar: produced; whic.'1ever is the ~r. 1t 

•••• • •• :s. MJNTh.IUM ROYALTY. During J.DY ye:11 aftc: thc; ,<;~Ptp~on of the primary te.r=t of :his leJSe, if this lease is :nainuined !!y production. the royalties 
paJ<'un<fc:, this leJS: in no event sha.ll be less than an amount equal to the total annual delay rcn!.al her-ein provided; othe:-wise, there shd! be due a.od payable on or 
be fort the last dJy of the :no nth "Uc:::: ding the = iversar'j d:u: of this lease :1 sum equal to the total :mnua.l rentlll less the amount o f rc;,llces paid during the 
prec:dinue:u. liP:~~ ~tpaph 3 of~1is Jwse dcx:s not spe.iiJ s ddaJ Jell tal JJ.Jo oat; the.; for the ;:ur;:cses of this pan.gr.Jph, the delay renul :unount sh;;ll be one 
doFIV~~) per ac.-·c • 

• •: • • • :6. ROY A,L TY IN l<lND. Norwithst.anding ;my other provision in this lese, at any ti.--r.e or from time to time , the owner of the soil or the Commissioner 
of the General Land Of.ic:e may, :u the option o f either, upo n not less th:1n sixr-t (60) d;~ys notice to :he holder oft.':e le~. require th:u the payme:u of ;my roy:Uties 
acc:uing to sue~ royalty owner under this lc:I.Se be m:ule in kind. The owne r of th e soil's or the Commissioner of the Gener.ll l...lnd Office's right to ulc: its royalty in 
kind shall not diminish o r negate the owner of the soil's or the Commissioner of the Genc:nl L;md CEic.c's rights or ~ee's obligations, whe:ber e:cpress or implied. 
under this lease. 

7 . NO DEDUCTIONS. Lesse: agrees that a.JI roy:J.It:es acc::-uing unc!er this lease (lnc!uding those paid in l<:tld) sha.ll be witl:out deduction for the cost o f 
prod~c:ing, pthcring, storing. scp3r.Uing. t;t~g. dehydrating, compr~ing. proc.:.s.sing, tr..ru;>erting, a.nd ol.hawise making the oil, g:lS and ot.'lu produ~ · 
her.::mder Tl!3dy for sale or use. L.esse: a.gre-..s to e;:,mput.c md pay roy alties on the gross va.lue r:c.::vcd, including :IllY reimbW'!ements fo r s.cver;mc.: bXCS and 
production related cos :s. 

8. PLA..'IT FUEL AND RECYCLED GAS. No roya.lr-1 shall be payabk on ;my gJS as may represent this lease's proportio naL: sh:ITC o( Jny fud used to . 
process gJS ;:rocuc::d hc~unc!er in any processing plmt. Nor-Nithsl.:ll'lding a.1y ot.'le: provision o f:..'l:S leJSe, and subj ect to the wri[t.cn consent of:i:e owne:ofth~ soil 
;md :.he Commissioner o f the Genc:-JJ L=d Offic.:, L:.ssc: ;:uy r:cyc:le gas for gas lift pur,;oscs o n :.':e leJSed pre:nises o r for inj e:'..icn in1o ;my oil or gJS ;Jn>ducmg 
forr.~:u:cn unc!c:lying the leased pr::nises :~..~c r the liquid hyc!rcc:u!xms c:.onL:tied in l.he ~JS hav: !:c: ::~ r=:no ved; no royalt:es shall be ;:ay:l.ble on ti:: r::yclcd gas 
unt il it is produc::d :111d !Old or used by L=sse: in J m3Jille r whic:.'J enti tles t.'le roy:llry ownc~ to a r;;y:tlty undc: this !: ase. 

9 . ROYALTY ?A ~S A."'D REPORTS. All :oy;!]1:es not L:lk:n in k ind shJJI 't: c ;;lid to the Comrni!sioner o f the Genc:-JJ Urld O F.ic: :u Austin. 
Texas, in the following r.~anna: 

P~:'m::ll of :oy:Jty o n produc:ion of oil ar.d gJ.S shall be J.S ;>rcvided i; :.he rul es se: for'-'1 in t.':e T::cJS Rcgis te:. Ru.les c:.u-:-tnlly provide th:u roy:Jiry on oil is cue 
and r.:us: be r:c:1ved :rt the: Ge:1cr:tl Lmc! Of.i c.: on c r be;'ore the 5th c!a;t ·:J f the se cond ::10nt.'1 s;;c:...'"':dir.g t.'1c r.~onth of produc:.ion. Jtld roy:tlty o n g::s is due_ and 1.1: ~ 
must be received in the Gt:~e :-JJ LJ.nd Offic.: on or be fo r: the 1 ~t.IJ d:ty of the second mon:..'l ~ucc.:: d ing the monL'l of production, ac::.Jmpa.1ied by t.':e lf!idavlt ~: ·- f 
owner. manager or olhc: authoriz.: d :~gc:1l. completed in the form :md m;mner prescribed by :he ~:1:n.l L.:lnd Office and showing the g:-oss amount :1.11d disp~SII:~n- 0 

all oi l ;md gJS p roduc:d md the m:u-kct v:llue o f the o il ;md gJS. toge ther with :1 copy o f all doc-.::::c~ts. rc::ords or re;:crtS ccnlit":':''ing the gross produc:ion. dlspOSit:Cn 
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and market value Including gas meta readings. pipeline receipts. ps line receipts and other checks or memoranda of amount produced and put into pipelines, tanlcs 
or pools and gas lines or gas storage, and any other reports or records which the <knenl Land Office may require to verify the gross produc::tlon. disposition and • 

' marlcet value.. In all cases the authority of a llWla&t:r or qent to act for the Lessee herein mu.st be filed in the Genen1 Lmd Offic:e. Each royally payment shall be 
ae~mpanied by a clleek stub, schedule, summary or other rcmittanc:e a.dvic:e sho_wi.og by the assigned General Lznd Offic:e lease number the amowu of royally bein 
p111d on ea.ch le~ I! Lessee pays his royalty oa or befoo: thirty (30) days a.ftcr the roya.lty payment -was due, then l..cs5« owa a penally of 5% on the royalty or g 
.$25.00, whichever is greater. A royally payment which is over thirty (30) days late sh.a.ll accrue a penally of lD-h of the roya.lty due or $25.00 whicllevcr is l1ealcr 
In addition to a penally, royalties shall aeau.e interest az a rate of 12% per yur; such interest will begin accruing when the royally is sixty (60) days overdue. • 
Affidavits and supporung documents which arc not filed when due shall incur a penalty in m amount set by the Gencn.l Land Office a.dministr.llive rule whicll is 
effective on the elm: when \he affidnits or supporting doaunents were due. The Less« shall bear all responsibility for paying or causing royalties to be paid as 
prc3Cribed by the due date provided herein. Payment of the delinquency penalty shall iD DO vny operate to prohibit the State's right of{orfeiturc as provided by law 
nor act to postpone the date on which royalties were ori,UWiy due. Tile above penalty provisions shall aot apply iD cases of title dispuu: as to the StaLe's portion of 
the royally or to that portion of the royalty in dispu~ as to fair marlcet value. 

10. . (A) RESERVES, CONiltACTS AND OTHER RECORDS. ~ee shall annually furnish the Commissioner oflhc General L3nd Office with 
its best possible estimate of oil and gas reserves underlying this lease or allocable to this IC3Se and shall furnish said Dlmmissioner with copies of all contna:s under 
which gas is sold or processed and all subscquc:ut ~and amendments to such contracts within thirry (30) days afta c:ntcring ln!o or making such contracts, 
agreements or amendments. Suc:h contracts ud agreements when received by the General Land Office shall be be.ld iD confidence by the General Land Office unless 
otherwise authori:zr:d by Lessee. All other eontrac:ts and records patllining to the production. transportation. sale and marlcaing of the oil and gas produced on said 
premises, including the books and accounts, receipts and discharges of all wells. tanlc:s., pools. met=., md pipelines sh.aiJ at all times be subject to inspection and 
examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of aay of them. . 

(B) PERMITS, DRILLING RECORDS. Wrictcn notice of all opera.tions 011 this lease shall be submitted to the Commissioner or the General 
Land Office by L=ee or oper.uor five (5) days before spud date. workover, re-entry, temponry &bandonmeot or plug and abandonment of any well or wells. Such 
written notice to the Gc.ncral Land Office shall include copies of R.lilroad Dlmmission forms for application to drill Copies of well tests. completion reports ·and 
plugging reports shall be supplied to the General Land Office azlhe time they are filed with the Texas Railroad Commission. All applications. permits, repons or 
other filings that reference this lease or any specific well on the leased premises and thaz arc submitted to the Texas Railroad Commission or any other governmental 
agency shall include the word "State" in the title. Addition:Uiy, in acco~ce with Railroad Commission rUles. any signage on the leased premises for the purpose of 
identifying wells. tank batteries or other associated innprovements to the l;md must also include the word "State. • Lessee shall supply the General L3nd Office with 
any records. memoranda. accounts. rcpotts.. cuttings and cores. or othCT i.oform:llion relative to the operation of the above-described premises. which may' be 
requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an ele;:trical and/or radioactivily survey made oa the 
bore-hole section. from the base of the surface casing to the total dq~th of well, of all wells drilled on the above described premises and shall transmit a true copy of 
the log of each survey on each well to the General Land Office within fifteen (1S) days after the m:Ucing of said survey. 

(C) PENALTIES. Lessee shall incur a penalty whenever reports. documents or other materials are not filed in the General L3nd Office when 
due. The penally for late filing shall be set by the General Land Office administrative rule which is effective on the date wbcn the materials were due in the Gen!:fil:l 
Land Office . 

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

of oi~ ~r~ on said land. Lessee should drill a dry hole or holes thereon. or if during the pri.mary t.erm hereof and afta the discovery and acrual production of qil:or• 
gas ~il' 11§: leased premises such production thereof should cease from any cause. this lease shall not tcnninate if on or before the expir.uion of sixty (60) days from 
date o~ completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon.. or pays or lenders the next 
annual delay rental in the same manner as provide4 in this lease. u; during the last year of the primary tcnn or within sixty (60) days prior thereto, a dry hole be 
C'Ontp,~~a ~d abandoned. or the production of oil or gas should cease for any c.1use, Le:sscis righcs shall remain in full force and effect without ful1her operati9~ T. 

until Uc" lxpiration of the primary term; and if Lessee has not resumed production in paying quantities a1 the expiration of the primary tcm1, Lessee may maintain tbis 
le~~ducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the daze of cessation of 
prodl1ction-under Paragnph 13. Should the fim well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
prim~ term hereof; Lessee may resume p&ymcnt oflhc annual rental in the same manner as provided herein on or before the rental paying date following the 
exp~'i~~'l~fsix1y (60) days from the dale of completion of such shut-in oil or gas well and upon the failure to make such payment, this le:ISe shall ipso facto 
terminate. <If al the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in 
a~~~~wich the shut-in provisions hereof. 

• • 
12. DRJLLING AND REWORKING AT EXPIRATION OF PRlMAR Y TERM. If; at tbe e:tpiration of the primary tcnn, neither oil nor gas is being 

produced on said land. but Lessee Is then engaged in drilling or reworking 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 good faith ;md in-workmanlike m;mner without intem.Jptions totaling more than sixly (60) days during 
any one such operation. and if they =ult in the production of oil and/or g:u, so long thereafter as oil and/or gas is produ~d in paying quantities from said land. or 
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION. DRILLING, AND REWORKING. lf. after the expiralion of the primary term, production of oil or gas from the leased premis~. after 
once obtained. should cease from any cause, this lease shall not tcrmin&tc if Lessee commences additional drilling or rcworiting 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 m:lllOCf without 
intem.Jptions totaling more than sixly (60) days. If such drilling or reworking operations result in the production of oil or gas. the lease shall remain in full foi'Ce and 
effect fo r so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compens3.!0ry 
roy ill tics is made as provided herein or as provided by l&w. If the drilling or reworking opcr.uions result in the completion of a well as a dry hole, the lease will not 
terminate if the Lessee commences additiona.l drilling or reworking operations within sixly (60) days after the completion of the well as a dry hole, and chis lease 
shall remain in effect so long as Lessee continues drilling or reworldng operations in good faith and in a worlcmanlilce manner without interruptions totaling more 
than sixly (60) days. Lessee shall give wriaen notice to the General Land Office within thirry (30) days of any cessation of production. 

14. SHtrr-!N ROYALTIES. For purposes of chis pangraph, ~well" me:ms any well chat has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. 1.1: at any time after the ex-piration of the prim:ll)' term of a le:ue chat, until being shut in, was being maintained in 
force ;md effect, a well capable of producing oil or gas in paying quantities is located on the lc:ucd premises, but oil or gas is not being produced for laclc of suitable 
production facilities or laclc of a suitable market, then Lessee may pay as a shut· in oil or g:u royally an :unount equal to double the ilMUal rental provided in the 
lease, but not less than Sl ,200 a year for e:~eh well e:~pablc o f producing o il or gas in paying qu;mtitics. Fff:n:IgJaph ~ ofdll:s lease de<:> 1101 spectry a del a; ,.,ml 
amana! rhco for the purposes of this paragr;tph, the delay rental amount shal l be one doll ar (SI.OO) per acre. To be effective, each initial shut-in oil or gas royalcy 
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must be paid on or before: (1) the expinLion nfthe priDwy tenn, (2) 60 days after the Lessee cca.ses to produce oil or gas from the l=d premises., or (3) 60 days 
a.ftct Lessee com plctes a driJ I in g or reworlcing opcntion in accordance with the lease provisions; whichever <U.le is I akSt. Such payment shall be made ooc-hal f (112) 
to the Commissioner of the General Lmd Office and onc-half(l/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered 10 be 
a producing I case and the payment shaiJ extend the tctm ofllu: lease for a period of one )'QI' from the end of the prinwy tenn. or from the first day of the month 
following the month in which production ceased, and, after that. if no suitable production fxilities or suitable market for the oil or gas exists, Lessee may extend the 
lease for four more successive periods of one (I) yur by paying the woe amount each )'QI' oo or before the expintioo of eac:h shut-in year. 

' . IS. COMPENSATORY ROYALTIES. 11; during the period the IC2SC is lcqlt Ia effect by paymc:otofthe shut-in oil or gas royalty, oil or gas is sold and 
delivcn:d in paying quantities from a weD locaLcd wilhi.o ooc thousand (1,000) feet of the leased premises and c:omplctcd in the sm1e producing reservoir, or in any 
case in which dninagc is occurring. tbc right 10 continue to mainb.i.a the lease by paying the shut-in oil or ps royalty sh.a1J c:case, but the lease sha!J remain effective. 
for the remainder of the yew for which !be royalty bas been paid. The Lessee may mainb.i.a the lease for four more succes.sive ye:us by Lessee paying COillpCnsalory 
royalty at the royalty rate provided in the lease of the m&rket value of production from !be welJ causing the dnina.ge or which is completed in tbc .same producing 
reservoir and within ooc thousand {1,000) fm of the leased premises. Tbe compensatory roya1ty is to be paid monthly, ooc-b.alf(l/2) to the Commissioner of the 
General Land Offic:c and one-half(l12) to the owner of the soil, bqinning on or bcfon: the last day oftbe month following the month in which the oil or gas is 
produced from the wclJ causing lhc drainage or tbatls completed in the .same producing reservoir and localed within ooc thousand (1,000) feet o!the leased premises. 
If the compcnsauxy royalty paid in any 12-mooth pc:riod is in an amount less lh.ao. the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
difference within thirty (30) days from the end of the 12-month period. Compcn.sat.oty royalty payments which are not timely paid will a.caue penalty and int.crcst in 
accordance with Paragraph 9 of this lease. Nooe of these provisions will rel ieve Lcs.see of the obliptioa of reasonable development nor the obligation to drill offset 
wells as provided in Texas Natural Resources Code 52.173; however, It the detc:nnin.ation of the Commissioner, and with the Commissioner's written approval, the 
payment of compensatOry royalties can sa!i.sfy tbc obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or c:1pable of producing oil or gas bas 
been completed on the leased premisc.s, Lcsscc shall cxrn:isc the diligc.nt1: ofa reasonably prudent opcn10r in drilling such ~ditional well or wells as m<ty be 
reasonably necessary for the proper development of the leased pranises and in mari:etio& the production thereon. 

(A) VERTICAL In lhc CYcnt this Jc:uc is in force and effca two (2) years after the cxriratioo date of the primary or c:x=ded tcm1 it shall t)lcn terminate 
as to all of the lc:ucd premises. EXCEPT (I) 40 acres surrounding C3cll oil well e3pablc of producing in p<tying quantities and 320 acres SUtTOunding eal:h gas wdl 
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 bc:reof), or a well upon which Lessee is then engaged in 
continuous drilling or n:worlcing operations, or (2) the number of acres included in it producing pooled unit pursuant to Tc:xas Narunl Resources Code S2.1 S 1-
52.1 SJ , or (3) such greater or lesser number of acres as may then be allocated for production purposes to a pror.uion unit for c:u:h such producing weU under the rules 
and regulations of the Railroad Commission ofTc:x.as., or arry successor agency, or other govcromenul authority having jurisdiction. If at any time after the effective 
date of the partial termination provisions hereof; the applicable fi eld rules are changed or the :)¥ell or wells located thereon are reclassified so thallcss acreage is 
thel'C3ftcr allocated to said well or wells fo r production purposes, this lease shall thereupon terminate as to all acreage not there3.fkr alloca.ted to said well or wells for 
production pwposc.s. Notwithstanding the termination of this lease as to a portion of the lands coven:.! hereby, Lessee shall nevertheless continue to have the right of 
ingress to and egress from the lands still subject to this lease for all purposes described in Paragnph I hereof; together with casements and rights-of-way for existing 
ro~ Aisting pipelines and other existing f:u: ilities on. over and a.aoss all the lands described in Paragraph 1 hereof \the retained lands"), for :access to and from the 
red\r~~J<&ds and for the gathering or tr.!.nsportation of oil, gas and other minerals produced from the ret:tined lands. I' 

••• • • •• • :<B> HORIZONTAL In the CYent this lease is in force and effect two (2) yean a.1tcr the expiration dau: of the primary or extended tcnn it shall further 
tcnni'late as to all depths below 100 feet below the total depth drilled (bereinafta •deeper depths") in c:a.ch well located on aereage reUined in Paragraph 16 (A) 
above .~Jess on or before two (2) years after the primary or c:xtcoded term Lessee pays an ainount equal to ooe-half( l/2) of the bonus originally paid as ~ 
COIIS,~eraoon for this lease (as specified on page 1 hereof). If such amount is paid, this lc:ase shall be: in force and effect as to such deeper depths. and said 
termtMiOn shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths 
co~\:,%this lease. 

• • 
• (q IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical .• be in the form of a square with 

the.'¥ctii.~Cated in the center thereof; or such other shape as m<ty be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial 
term~atiott of this lease as provided herein, Lessee shall execute and record a relen.sc or releases containing a satisfactory legal description o f the acre.age and/or 
dep.~e'6<lf%eUined hereunder. The recorded release, or a ccnilied copy of same, shall be fi led in the General Land Office. accompanied by the fil ing fee prescribed 
by ~ Gentral Land Office rules in effect on the c!atc the release is filed. If Lessee fails or refuses to execute and record such relc:ue or releases within ninety (90) 
days after being requested to do so by the General Land Office, then the Conunis.sionc.r at hi.s sole di.sct'Ction may desi!Vlatc by wria.en instrument the a.c:rcage and/or 
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties when: the lease is lot3Led and in the o fficial records of the 
Gener.!.l Land Office and such desi!Vlation shall be binding upon L=ce 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-described land from being drained. L~c, sublessee:., receiver or other agent in control oftbe leased premises shall drill as many 
wells as the facts may justify and shall usc appropriate me:lllS and drill to a de pth necessary to prevent undue drainage of oil and gas from the le3Sed premises. In 
add ition. if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises. or in any case where the lc:ased premises is being 
drained by production of oil or gas, the: Lcs.sc:e, sublessee. receiver oc other agent in control of the leased premises shall in good faith begin the drilling of a well or 
wells upon the leased premise.s within I 00 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to sa tisfy the surutory offset obligation may subject this lease and the owner of the 
soil 's agency rights to forfeiture. Only upon the determination of the Commissioner o f the Gcnenl Land Office and with his wrinen approval may the payment of 
com pe nsatory royalty under applicable starutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE ~EURE. If, after a good faith effort. Lessee is prevented from complying with any express or implied covenant of this lease, from 
conducting drill ing o perations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, rio ts, strilces. acts of God. or 
any valid order. rule or regulation o f government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lesse: 
shall not be liable for damages for failure to comply with such covenantS; additionally, this lease shall be extended while Lessee is prevent:d, by 3t1Y such c:~u.se , 
from conducting drilling and reworking operations or from producing oil or gas from the lelSed premises. However, nothing in this paray-:1ph shall suspend the . 
pay ment of delay renuls in o rder to maintain this lease in effect during the primary term in the absence of such drilling or rewo rlcing operations or production of Oil 
or gas. 

·. 
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19. WARRANTY CLAUSE. The owner of the soil warrants and :J.grtes 10 defend title to the leased premises. If the owner of the soil defaults in 
payments owed on the leased premi5cl., then Lessee may redeem the rights of the owner of the soil in the ~d premises by paying any mortgage, taxes or other r 
on the leased premises. If Lessee malces payments oo behalf of the owner of the soil under this p~h. Lc::ssee may recover the cost of these payments from ~ens 
rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCITON CLAUSE. If the owner of the soil owns lesl than the entire undivided S\1l"hce estate in the above 
dC$crlbcd land, whether or oot Lessee's interest is specified herein, then the royalties and renuJ herein provided to be paid 10 the owner of the soU lhall be paid to IWn 
in the proportion which ~s interest~ to the entire undivided surf au eswe and !he royalties and rental herein provided to be paid to the Commissioner oflhe 
General Land Office of tlic Swc of Texas shall be likewise proportiona1ely reduccl. However, before Less= adjusts the royalty or rental due to the Colllmilsioncr of 
the ~nera.J Land Office, Lessee or his authorized repre:scnutive must submit 10 the Commissioacr of the Gmcral Lmd Office a wriaz:n statement which explains the 
discrepancy between the intacst pwportedly leased under this lease and the a.crual interest owned by the owner oftbe soil. The Commislionc:r of the GcncraJ Unci 
Office shall be paid the value oftbe whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production 
cost allocable 10 such undivided interest. Howevc:r, in no event sball the Commissioner of tbe Gc:nc:nJ Lmd Office receive as a royalty on the gross production 
allocable to the undivided interest not leased an amount lc::sl than the value ofone-sixtunth (1116) of such cross-production. 

(B) REDUCITON OF PAYMENTS. l~ during tbe primary term. a portion of the land covered by tbis lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil iD a=rdallce with NaD.Jral Resources Code Sections S2..151-S2..1S4, or 
U: at any time after the expiration of the primary term or the extended term, this lease coven a lesser numbc:r o( acres than the 10ta1 amount described herein. 
payments that arc made on a per aac: basis hc=der shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, .so t!W 
payments determined on a per acn: basis under the tetm.s of this lease during the primary tenn shall be ealculated based upoo the number ofact'CS outside the. 
boundaries o ( a pooled unit, or, if after the c:xpiratioo of the primary t.enn, the number o( aacs a.aually retained and covered by this !use. 

21. USE OF WATER.. Lc.ssc:e shall have the right 10 use W3ter produced on said land necessary for operations under this I= except W\\Ler from wells or 
tan.k.s of the owner of the soil; provided, however, Lessee shall not use poUble waJU or water suiUble for livesto<:Jc or irrigation pwpoSC$ for wa.tcrflood operations 
w ithout !he prior consent of the owner of the soiL 

22. AtJTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages ~d by its operations to all personal property, improvements, 
livestoclc and crops on said land. 

23. PlPEUNE DEPTH. When requested by the owner of the soil. Less~ shall bwy its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled nearer th3tl two hundred (200) feet 10 any bouse or bun now on said premises without the 
written consent of the owner of the soil. 

I 
25. POLLUTION. In develo ping this area, Lessee shall use the highest degree of care and all propc:r safeguards 10 prevent pollution. Without limiting the 

foregoing, pollution of coastal wetlands. narural waterways, rivers and impounded water shal l be p~ented by the use of containment facilities sufficient 10 prevent 
sp illige_ 5eepage or ground wat-:r cool:anlination. In the event of pollution, Lessee shall use all means at its disposal Ul recapture all escaped by~ns or other 
pol~~d shall be responsible for all damage to public and private properties. l...c:ssee sball build and maintajn fen= around its slush, sump, 3tld dr.linage pits 
and ~'~a aeries so as to protect livestoclc: against lou, damage or injury; and upon completion or abandoruneot of any well or wells, Lessee shall fill and level all 
sl~~i!! 'C'd cellm and completely cle:m up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the le:ued premises, keep said 
prem1ses free of all rubbish, cans, bottles, paper cups or garbage, 3tld upon completion of operations shall restore the surface of the l3t1d to as near its original 
condition and contours as is practicable. Tanks and equipment will be kept painted and prcsenUble. , 

• • •• • • f 

• • • • 26. REMOVAL OF EQUIPMENr. Subject 10 limitations in this paragraph. Le:ssee shall have the right 10 remove machinery and flXtllrCS placed by 
L.e~~tle leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expir.uioo or the termination of this 
le:ue'unlcl the owner oC the soil grants Lessee an extension of this 12(Hjay period. However, Lessee may not remove casing from 3tlY well c:~pable of producing oil 
and ga! in paying quantities.. Additionally, Lessee may not dn.w and remove casing until after thirty (30) days written notice 10 the Commissioner of the General 
~.Q!f~ and wthe owner of the soil. The owner of !he soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee 
unde, the l<!mls of this paragraph . 

• 
•! • • • i1. (A) ASSIGNMENTS. Under the conditions contajned in this paragraph and Paragraph 29 of this lease, the rights and estates o( either party to this 

lease may be assigned, in whole or in part, and !he provisions of this lease shall extend Uland be binding upon their heirs, devisees, legal repn::scntat.ives, sucussors 
and assigns. However, a change or division in ownersbip of !he land, rentals, or royalties will not enlarge the obligations of L=c:, diminish the rights, privileges 
and c.stat.es of lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by L.es.sce. And no change or 
division in ownership of the land, rentals. or royalties shall bind Lessee fo r any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) ti.lmishes the Lessee with sa.tisfa.ctory written evidence of the change io ownership, including the original recorded muniments of title (or a 
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment oflhu lease shail, to the extent of the intereSt 
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as 10 only part of the a.c:Te3&C:. the right and 
option 10 pay rentals shall be apportioned as between the several owners ratably, a.ccording 10 the area ofeacl\, and failure by one or mon:: of them 10 pay his sh= of 
the n::ntal shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not fil e a 
certi lied copy of such assignment in the ~neral L3nd Office before the next rental paying date, the entire lease shall terminate 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 penal tiel owed 10 the Sl31e by the original lessee or any 
prior assignee o f the lease, including any liabilities to the St.:lte for unpaid royalties. 

(B) ASSIGNMENT UMITA TION. Notwithst:lnding any provision in P;yagraph 27(a), if the owner of the .soil acquires this lease in whole or in pazt by 
assignment without the prior written approval of the Commissioner of the ~neral Lazld 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 roade 10 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 corpor:uion or subsidiary; 
(3) a panncrship in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockho lder or employee of the corpo ration which is the owner of the soil; 
(S) a partner or employee in a pannership which is the owner of the soil; 
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(6) a fiduciary for the owner of !he soil; including but notluruted to a guardian, trustee. executor, administrator, receiver, or conservator forth 
ownerofthesoiJ;or c 
(1) a family member of the owner of the soil or related to the owner of the soil by nwriagc, blood, or adoption. 

· 2&. RELEASES. Under the conduions contained'ln this paragraph and Paiagraph 29, Lessee llU)' 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, and tben:by surrender this lease as to such portion or portions, and~ 
relieved of all subsequent obligations as to acre.age sum:ndered. If illY part of this lease Is properly surrcndcted, the delay rental due under this lease shall be ~duced 
by the proportion that thc~urrend~ acreage bears to the acreage which was covered by this I= immediately prior to such surrender; however, such release will 
not relieve U:ssee of any liabilities which may have aecrued under this lease prior to the surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND REI...EA.SES. If all or any part of this lease is zssipled or released, such assigrur.ent or release must be reccrdcd in 
the county where the land is silllated, and !be recorded instrument. or a copy oftbe recorded instrtlment c::crti!ied by the County acrt of the county in which the 
instrument is recorded, must be filed in the General Land Office within 90 days of the last c:xcartioa ~accompanied by the prescribed filing fee. If any such 
assignment is not so filed, the rights acquired under Ibis lease shaiJ be subject to forfeiture at tho option of the Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the abovc~Oed land have been included in this instrument, including the 
statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral agreements concerning the 
development of oil and gas from the leased premise3 which arc oot contained in this lease rcnd.cr this lease invalid. 

31. FIDUCIARY DtrrY. The owner of the soil owes the State a fiduciary duty md lJlUSt fully disclose any facts affecting the State's interest in the leased 
premises. When the interests of the owner of the soil tQnflict with those of the State, !be owna of the soil is obligm:d to put the State's interests before his petSOnal 
intcrcsu. 

32. FORFEITURE. lf~e shall fail or refuse to malce the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized 
agent should knowingly make any false return or false report concerning production or drilling. or if Lessee shall fall or refuse to drill any offset well or wells in good 
faith as required by law and the rules and regulations adopted by the Comm.issioner of the Gener.U 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 School Land Board, or the Railroad Commission, or if 
Lessee should refuse the proper authority ac:cess to the records pertaining to oper.uions, or if~ or an authorized agent should knowingly fail or refuse to give 
correct information to the proper authority, or knowingJy fail or refuse to furnish the Gencrall....3nd Office a com:ct log of any well. or if Lessee shall knowingly 
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is oot filed in the General Land Offiu as required by law, the rights 
acquired under this lease shall be subject to forfeit:urc by the Commissiona, and he shall forfeit same wbcn sufficiently informed of the facu which authorize a 
forfeitun:, and when forfeited the 31e3 shall ag;lin be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as 
waiving the automa tic termination of this lease by opc.ratjon oflaw or by reason of any special limitation arising hereunder. Forfeiturc:s may be set aside and this 
lease and all rights thereunder reinstated before the rights of another intervene upon .satisfactory evidence to the Commissioner of the General Land Office of future 
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 1 

~ • • • ~J· UEN. In accordance with Texas Natural ResoutCes Code 52.136, the State shall have a firn lien upon all oil and gJ.S produced from the area covered 
by th" I~ 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 
Sute• naddition to the llen provided by Texas Narur.U Resources Code S2.136 and any otha applicable swutory lien, an express contTactUallicn on and security 
intcn:3l.,; alf leased minerals in and cx:n-acted from the leased premises, all proceeds which may accrue to I..e.ssee from the sale of such leased minerals, whether such 
proeecdi arc held by Lessee or by a third party, and all fJXO.Ircs on and improvements to the IC3:SCd premises used in connection with the production or processing of 
such lw~minerals in order to secure the payment of all royalties or other amounts due or t.rrbecomc due Wlder this lease and to~= payment of any damages or 
los.s ~~J.IO.S!or may suffe.r by reason of Lessee's bre:u:h of any covenant or condition of this lease, whether express or implied. This lien and security interest may" be 
foreclosed ~thor without court proceedings in the manner provided in the litJe l, Chapter 9 of the Texas Business and Coonme~ Code. Lessee agrees that the 
Co~ll1htr may require Lessee to execute and record such insuuments as may be reasonably occ.cssary to acknowledge, anach or perfect this lien. Lessee ~by 
rcprcse~ts that there arc no prior or superior liens arising from and relating to Lessee's activities upon the above-descn"bed property or from Lessee's acquisition of 
this lease. S~ould the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
hereill, • ••• • • 

••••iJ. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold 
or min~ral in1erest Tor ihe 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 Gcnc=J Land Office for the pooling or unitizing of the intcrc:st of the State under this lease pursuant to Texas Natllral Resources 
Code S2.1Sl-52.1S3. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the exec:ution requirements stated in Texas Narural 
Resources Code 52. 152. 

35. INDEMNITY. Lessee hen by releases and discharges the Stale ofTexas aEd the owner of the soil, their officers, employees, partners, agents, 
contractors, subcontractors, guests, invitees, and their respective succ:e.ssors and assigns. of and from all and any ~tions and causes of action of every nature, or other 
harm, including environmental harm. for which recovery of damages is sought, including, but oot limited to, all losses and expense:s which arc caused by the 
activities of Lessee, its officers, employee:s, and agents wing out of; incidental to, or resulting from, the operations of or for~ on the leased premises 
hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the tcnns or provisions of this Agreement. or by a:ny other negligent or strictly liable 
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold hann.less the State of Texas and the owna of the soil, 
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including deiUh), 
costs and expenses, or other harm 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 relared to environmental hazards, on the leased premises or in any w:ry related to Lessee's failure to comply w ith any and all 
environmental laws; those arising from or in any way rel:ued to lessee 's operations or any other of Lessee's ~tivitics on the leased premises; those arising from 
ussee's usc of the surface of the leased premises; and those that m3y arise out of or be occasioned by U:ssce's breach of any of the terms or provisions of this 
Agr eement or any other act or omisSion of u .ssee, its directors, officers, employees, partners. agents, contractors., subcontractors, guests, invitees, and their respect ive 
suc~ssors and assigns. Each assignee of this Agreement, or an int:rcst therein. agrees to be liable for, exonerate, indemnify, defend and hold h=lcss the St:ue of 
Texas 3/ld the owner of the soil, their officers, employees. and agents in the same manner provided above in coMcction with the activities of Lessee, its officerl, 
employees, and agents as described above. LXCEPT A5 OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF TiiE ll'o"DE:\INITY OBUGA TIONS 
ANDIOR LIABILITIES ASSUMED UNDER THE TER.\15 OF THIS AGREEMENT SHALL BE WITHOUT LIMITS Ao"cl> WITHOUT REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCL UDfN G PRE·EXISTrNG CONDmONS), STRlCT LIABILITY, OR THE NEGLIGENCE OF Ao'(Y PARTY 
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE Jl'(DEMNJFIED PARTY), WHETHER SUCH NEGLIGE;"fCE BE SOLE, JOIJ"'T, 
CONCURRENT, ACTIVE, OR PASSIYE. 
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. 36. ENVIRONMENTAL HAZARDS. Lcss« shall use the highc:.sl degree of eare and all rasonablc: safe pards 10 ~I"C'Yent ~nlalnUwion or pollution f · 
any c:nvll'Onmental mc:diwn, including soil. surface w:uus, uoundwuc:r, sediments, and surface or subsurface strata. ambient au- or any other environmental zncdi 0 

• 

in. on, or under, the: leased pn:mUcs, by asJY waste, pollutanl, ot c:ontaminanL U3.see shall not bring or permit to remain on the lc:ucd premlsc:s any asbestos urn 
containing ~als, explosives, toxic materials, or substanc::s reJU)aJcd as hazardous wasr.e:s. ha:zanlous materials, hazardous subst;&nc:c:s (as the tcnn ·H.lzardous 
Substance .. is dc:lined in the Comprehc:nsive Environmental RC3ponsc, Compe~on and Liability Act (CERCI..A). 42 U.S.C.. Sections 960 I, et seq.). or toxic 
substances under any federal. stau, oc loc;allaw or reJU)ation ("Hzz:u-dous Materials"). except ordinary products c:ommonly used in ~rmcaloa with oil and gas 
cxplor.uioa :111d dc:vc:lopmc:nt operallons and stored in the usualm.mnc:r and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBmON 
SHALL CONSTITUrB A MATE.RIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD BAR.'dU:SS AND 
DEFEND TiiE STATE OF TEXAS A."'D 1'HE OWNER OF THE SOIL FROM AND AGAINST ANY c:t..AD-15. DA.'\iAGES, JlJDGMENrs. PENALTIEs. 
LIABILITIES. AND COSTS {INCLUDING RE.ASONABLE ATIOR."'EYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOL\ TION OF THE FOREGOING PROmBmON OR (D) TilE P.RESENO:, RELEASE, OR DISPOSAL OF A."N HAZARDOUS MATERl;.ts ON, 
UNDER. OR ABOUT mE LEASED PRE.~ES DURING l.E.SSEE'S OCCUP A."'CY OR CONTROL OF THE LEASED PR.E.'WSES. LESSEE SHALL 
CLEAN UP, REMOVE, RE.'\IEDY Al'il> REP AIR A."N SOIL OR GROUND WATER CONTAMINATION A. "'I> DA.'\IAGE C.-'. USED BY THE 
PRES &"'CE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER. OR ABOUT THE LEASED PRE.'\ USES DURING LESSEE'S 
OCCUPANCY OF THE LEASED PRDOSES IN CONFOR.."dANCE WITH THE REQtiUU:.'\iENTS OF APPUCABLE LAW. THIS 
INDEMNlFICA TION A."'D ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, UABILITY FOR RESPONSE AcnONS UNDERT~ 
PURSUANT TO CE'RCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IM.\IEDIATEL Y GIVE THE STATE OF 
TL"'CAS AND THE OWNE:R OF THE SOIL WRITrEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF TmS PARAGRAPH. UPON 
LEAR."'ING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS. OR UPON RECEIVING A NOTICE FROM A."N GOVE.R.~"TAL · 
AGENCY PERTAINING TO HAZARDOUS MA TERLU.S WHICH MAY AFFECT THE LEASED PR.E.'\IISES. l1IE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE THE EXPIRATION OR £ARL.IER TER.'r!INA TION. FOR ANY REASON, OF m1S AGJUL"'\IENT, 

37. APPUCABLE LAW. This IC3SC is issued under the provisions ofTc:as Natural Resources Code 52.171 throush 52.190, c:ommonly knowa u the 
R.c:linquishmc:nt Ac:t, and other applicable sunrtes and amendmc:nu thereto, and if any provision in this IC3Sc docs not confonu 10 these stmltc:s, the statutes wiU 
pi"C'Yail over my nonconforming lease provisions. 

38. EXECUTION. Thil oil and gas !case: must be signed and 3C!cnowledged by the: Lessee before it is filed of record in the C:O\D'Ity records and in the: 
General Lind Office of the Staxe ofTc:x.as. Ooce the filing requirements found in Pouagraph 39 of this lease have been satisfied. the e1fc:c:tivc: date of this lc:~ shall 
be the: date found on Page 1. · · . 1 

39. LEASE FILING. Pursuant to Oup1.cr 9 of the Texas Business and Commerce: Code. this lc:~Sc must be filed ofre~rd in the office of the: County 
Cleric in any county in wbic:h all ot any pan of the leased premises is loc:~tcd. and certifled copies thereof must be filed in the Gene::!.~ Land Office. This l=c is not 
effective until a certified ~PY of this lc:uc (which is made: and ce.1ified by the County Clerlc from his rc:~rds) is filed in the: General Land Office in accordanc: with 
Texas Narur.ll Resources Code 52.183. Additionally, this lease shall not be binding upon the: Sta1e unless it recites the actual and tnlc coasider.uion paid or promised 
for c:xc:c::ution of this leJ.Sc:. The bonus due the Sta1e and the prescribed filing fcc: shall accompany s~.:c:h certified copy to the Ge-neral Land Office. ~·· 

• •• * See Exhibit "A" Addi tiona! Provisions 
• • • ••• 
•••• • • • •• • 
• 

r::: 

.-•••• • • •••• TnlE:. ______ ~--~~~· --------------

DATE.:._---L...-1:::..:~:::._-~7~:..._ ____ __ • •••••• • • 
• 

STATE O F TEXAS 

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

Date: _________________ _ 

STATE OF TEXAS 

STATE OF TEXAS 

BY:~-::--~--~~~~~-----­
Individually and u agent for the S tate ofTexas 

D~=·------------------

True and 6eFFS6t 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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STATE OF _______________ ___ 
(CORPORATION ACXNOWI.EDGMEN1) 

COUNTY OF ___________________ __ 

BEFORE ME. the undersigned authority, on this cby persoc2lly :appearect, ______________________ _ 

lc:nown tD me tD be the: F"o whose name is subsaibcd to the foregoing instrument. as'---------------------- ·Of 

iod ack:Dowlcdged tD me: t!w be executed the: same · ' 
-;:fo::-:r::-:th7':"e -purpo--SC$--an-d:-c:Q-IIS~idcntl:--"7o-a-tbc:rriD-:----:-. -expn:sscd,---:-~ln-the-:--cap-ac-:-ity-sta1C--d.-:-md--:-as--:th-e-xt-2Dd--::-dced~-:-o7f sal~. d:-eotpO-· l'3tioc1. . 

Given tmdc:r my band md seal ofoffic: this tbc:'-----cby of __________ __,- 19 __ • 

Not:uy Public io and for __________ _ 

STATE OF ____________________ _ 
(CORPORATION ACKNOWLEDGME:Nl) 

COUNTY OF ____________________ _ 

BEFORE ME. the undersigned authority, on this day personally appeared. ____________ ___ _ _ ______ _ 

known tD me to be the person whose n.amc is subsa ibcd to the foregoing instnlmcnt, zs. _____ ______________ __:of 

-::---.------,--_,...,---------,-----,----:---:- -:----:--:---:--:--:-:-- and aclalowlcdged to me that he executed the: same 
for the purposes and consideration therein expressed, io !he capacity stated. and as the: act and deelf of said CQrpor:u:ioo. : 

G iven under my hand and seal of office this the. _ __ ~day o f ______ ____ -..J 19 ___ . 

Notary Public ia and for _ _ _ _____ _ _ 

TEXAS (INDIVIDUAL ACKNOWLEDGMEN1) 

co~:'F LOLLJi~ . . 
• Before me. the undmignc:d aut!10rity, on this day personally ap~d A ],.a o M . H 1 1 1 , P r es 1 de o t of Cas o d y 

Enf~pri se s. L . C .. Gen e r al pa r tne r of HjJ J Investments . Ltd . 
lcno-"!llme to be the persons whose names are subscribed to the foregoing instrument, and acloowlc:dgc:d to me that they executed the same for the purposes and 

co~i~~~~ therein cxprc.ssed. 

• • ~iven unda my hand and seal of office this the.-=.;{_~s3.G-___ _ d.a. y of~!::S='¥-¥----------;;------' 
• •••••• . . . 
• •••••• • • CONNIE MONTGOMERY 

MY C0w.41SSION EXPIRES 

STATEOF~~~~~~~--~~~~~--•1•2•. ~~~~ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF ______ .=..:,.;:_ __ ..:..... ________ _ 

Be: fore me, the undersigned authority. on this day personally ~d'------'"'-'...;::;;..'-'--1--fif.>.L-'-M...::..;:..:;.S{Jfl::::...;::..:.......!.... ------ -

known to me to be the persons whose names are subscribed to the foregoing instrument. and a.clcnowledgcd to me that they cxc:eutc:d the: same for the puryosc:s and 
consideration thc:rc:in ex pressed. 

Given under my hand and seal o f offjo: this thc: _ __ Z_~~---day of 

/.:"";:;~ MONICA MARLOWE 
f~r:i::Je>\ NOTARY PUBLIC 
\~~-~ jt'

1
i State of Texas 

, ,..~ -~ 99 
·-z~('!;/ Comm. Exp. 10-30--

~ .I 19--'--"'--g z-
~7YZC014UC 
Noury Pub lic in and for _ _.]?._~--'-------

True and Correa£ 
copy of 

Original fi led in 
Reeves County 

Clerks Office 
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"EXHIBIT A" 

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

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

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

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

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

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

I 

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

6. It is further agreed that Lessee, its successors and assigns, shalJ 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 . 

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

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

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

• ;•i!!¢!age to the owner of the soil's other land and crops . 

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

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

True and e orr-86\ 
copy of 

Original filed in 
Reeves County 

Clerks Office 



••••• • ••• 
·:··. ~ .. 

• 
• ••• • 

• • ••• 

• 
: ... ~ . • 
: ..... 
• • 



Cutral Laad omce 
R.tllaqllisluaat Act Lease Form 
R.cYtsed, September 1997 

on. AND GAS I..EASE 

nns AGJlEEMENT is made cd e=:red iqto this 1 9 ~ of Aug u s t 19 ....9..8...... bctwcaa the Sale otTcx:a, -=tine by aa4 throo&h its 
aacnt. H-S M1n~ra1s and Realty, --r;et~. 

of 
-------;P~. O~.--;B=o-:-x:---2~7,....2n8.,..4.,......,-Aru~s'"'t~l!"'"n=-,--,,'"'rx"CC"'"""-/'7"ti8 7 55- 2 2 8 4 said qcnc 

(Give PcmaDCDC Address) 
berelD Rfc:r=l to as the owner of the soil (wbdbc:r one or more). aa4,........:C;;.;1~a:..y~,;;;J;...o;;..hn~;;;..s~o"'n;;;_-=----:--:--~~:---------

l03 W . W3·l l . Snj t e BOO of 
Hjdland. TX 79701 

(Give P=maDcnt Addras) 

1. GRANrlNG CLAUSE. For aad in c::oasidcntio4 of !be amounts mtc:d below md of !be covcaants md ac;rcemcats to be paid, kept IDd performed by 
Less= under this lease. the State otT cas x:tinc by md thtou&h the owner of the soil. badly pmts. leases md lets UIUO Lessee, !Dr the sole aa4 only purpose of 
prospcctinc and dnlline for and producing oil md ps.Jarinc pipe lilies. buildin& tmks, SIDrillc oil md buildin& power stadom.1idcpboa.c rzocs and o!bcr stnactllRS 
thcrcoa, to produa; save. take care of; ~real md trmspon uid produc:ts of the lease, the CoUowiD& lands situatd In Reeves Ccunty. SWe 
ofT cx.as, toe wit: 

Block 59, Public School Land Survey 
' . ' I 

., . 
Section 43: All 
Section 44: All 
Section 45: All 

containin& 1 , 9 2 a aaes,. more or less. The bonus considcntion paid for this I= is as follows: 

To the StaLe ofTe:us: F j ye Hundred S j xty two 5 0 /J 00--------------------------

••• • • • ••• 
••• • • • • •• • 

Dollars cs 56 2 . ·sa > 
' 

Totheo~ofthcsoil: F i ye Hund r ed S i xty t1m and 50/100 
Dollars (S 5 6 2 • 5 a ) 

• Totalbonuscousidmtion: One Thousand One Hund r ed Twenty-f jye and No/100 ------
Donars (S 1 , 1 2 5 . D 0 l .. 

• • • • •• 
The total bonus consideration paid represents a bonus o( Fifty and No/1 00-------------------------
-":'. -.-..------------Dollars (S 50 , 0 0 ) pencre. on 2 2 . 5 net acres.. 

• • • • 
• • • .2. TERM. Subject to the other provisions in this lease. this le3Se sh2.11 be for a term of Five ( 5) years from this due 

(h~~!flcd 'primary termj and u loag ~as oil and gas, or either of them. is produced in paying quantities from said land. 
~~if Ibis lease. the 1em1 'produa:d in pzyinc quantities' me:ans that the rcc;cjpa from the sale or other authorized commc:mal use of !be sub.stance(s) co'ferc:d 
~ ~!' of poc:ltet opcr;Uioaal cxpcnscs tor the six moruhs last past. 

•••• . . 
•••• 

}-. • • •: De lily 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 
opcratiafls being conducted on the premises, then th1s lease shall tenninate unless, on or before such ann1versary date, Lessee shall pay, Y, directly to the owner of the so1l 
and.a like amount paid or tendered to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a delay rental in 
the amo" nt specified in the following schedule multiplied by the number of acres then covered by this lease, which payment. when timely made, shall continue this lease for 
lf Qc!t~~2>f one ( I) additiona.l year. In like manner and upon payment of the amounts set out in the following schedule, this lease may be further continue for successive one­
year periPds during the primary tenn of this lease provided that payment is made on or before the anniversary date. 
• : • • • : Anniversarv Date Delay Rental per Acre 

F~t S 1.00 
s~~ s 1.00 
Third S 16.67 
Fourth S 16.67 

True aod Correct 
copy of 

Original filed io 
Reeves County 

Clerks Office 



. 4.. PRODUCTION ROYAL TIES. Upon production of oil and/or ps, Lasee a.ve"es to pay or cause to be paid one-half {Ill) oftbc royalty 
prov1~ed foe m this lease to the Commissioner of the Gcnerall.md Office of the State ofTex.as, at Austin, Tens. and one·half ( l/2) ofsiXh royalty to !be owner or 
the sod: 

(A) OIL Royalty payable oa oil. which is defined as indudinc all hydrocarbons produced in a liquid form a the mouth of the well md also as all 
condensate., distillate, and other liquid hydrocarbons m:ovt:Rd from oil or ps run throu·&h a separuor or other equipment, as ht:Rinifta provided, shall be -

3 /J 6 part of the gross production or the awket value thereof: at the option of the owner of the soil or the Commissioner of the 
General Land Offi~ such value to be dctcnnincd by 1) the highest posted pric:c, plus premium, if Ill)', offered or paid for oil, condensate. distillate, or other liquid 
hydroarlxms. ~. of J like type md puity iA ~ ~ ~ where produced and when run, or 2) the hig.hc.st ma1Ut price lhacof offered or paid ia the 
&encnl at"Ca w~ produced md wbc:D nm. or 3) tbc gross proceeds of the sale thcrco~ whichever is the peater. Lessee agrees that before my gas produced from tbe 
leased premises is sold, used or processed in a plane, it will be run free of cost to the royalty owuers through m adequate oil and ps scparuor o! conventional type. oc­
other equipmenc at least as effici=, so tbt all liquid hydrocalbons r«ovcrable from the ps by such aiQilS will be =vered. The requimncnt that sucb ps be nm 
through a separ;Uor or other equipment may be Wllived in writing by the royalty owners upoa such tcnns and conditions as they prescribe. 

{B) NON PROCESSED GAS. Royalty oa my ps fmcludinc lhred ps), Wtudl is dcfincd as all hydrocarbons and gaseous substances aot dcfioed 
as oil in subparacraph {A) above, produc:ed from my well oa ~d land {except as provided herein with respect to ps processed in a plant fur tbc extrxtion of 
psolinc.liquid hydrocarbons or other products) shall be 3 L1. 6 part o!the gross production or the awket value thereof: It the option oftbe 
owner of tbc soil or the Cornz1Ussio11et of the Gc:ncral I...and Office, suc:h value to be based oa tbc hi~ marlcet price paid or offered for ps o! comparable quality ia 
the gcncnl area whcR produced md when nm. or the gross price paid or offered to the producer, whichever is !be greater, provided that the maximum pressure base 
in measuring the ps uacler this lease shall not u my time exceed 14.65 pouads per square incb &bso~ and !be staDdard base tcnperanR sbail be sixty {60) 
degrees Fahrenheit, com:ctioa to be made for prc:ssun: a.ccordinc to Boyle's uw, and for specific~ -=cordin& to tests made by the Balance Method or by !be 
most approved metbod of testing be in& used by tbe iDdusuy at the time of testinc. . · 

{C) PROCESSED GAS. Royalty on any ps proc:cssed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarboa.s 
shall be 3 I 1 6 part of the residue gas and the liquid bydroQubons cxtraaed or the rnarlcet value thereo~ at the option of the 
owner of the soil or the Commissioner of the Gcncn.l Land Office. AU royalties due herein shall be based on one hundred percent (100%) of the !Otal plant 
production of residue gas attributable tops produced from this lease. lind on fifty percatt (50%). or that percent a.cauing to Lessee, whichever is the g%1:31er, of the 
total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed 
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns aa interest, then the percentage appliQ.ble to liquid hydrocarbons shall be fifty percent {5G-/o) o r 
the highest pc:rc:ent accruing to a third patty processing gas through sucb plant under a processing agreement nego tiated at arm's length (or if there is n~ such third 
party, the highest percent thea being specified in processing agreements or contracts in the industty). whichcvu is the greata. The respectiv e royalties on residue gas 
and oa liquid hydrocarbons shall be determined by I) the highest m.arlcet price paid or offered for any ps (or liquid hydrot3rbons) of c:omparable quality in the 
general area. or 2) the gross p rice paid or offered for such residue gas {or the weighted average gross selling price for the respective grades of liquid hydrocarbons). 
whichever is the greater. In no evcnc, however, shall the royalties payable under this paragraph be lc.ss than the royalties which would 1\zve been due had the gas not 
been proccs.scd. . 

e •• • • • 
• • • (D) OTiiER PRODUCTS. Royalty on carbon blac:k, sulphur or any other products produced or manufacrurc:d from gas (accpting liquid hydrocarbons) 

whethn uid gas be "casinghead, • "dry," or any other gas, by fractionating. burning or :J.tJY other pro=sing shall be 3/1 6 . patt of the 
gro•~ ,todLction of such products, or the market value thereof; at the option of the owner of the soil or the Commissioner of the General Land Office, sucb tnai'Xct 
vaJue,lO be dctennined as follows: 1) on the basis o f the h ighest marlcet price of each product for the same month in which such product is produced.. or 2) on the 
b~ of the average gross sale price of each product for the same month in which such products are produced; whicbcver is the greater. 

• • • • •• 
5. MINIMUM ROYALTY. During any year after the expir:uion of the primary-tcnn of chis lease, if this lease is maintained by production. the royalties 

paid under this lease in no event shall be less than aa amount equal to the total annual delay rent.al herein provided; otherwise. there shall be due and payable on or 
be{:! ftJast day of the month succeeding the anaiversaJ)' date of this I= a swn equal to the total annual rental less the amouat of royalties paid during the 
pre intfcar. UP a I I a E I . I I I ur-i.') • II• I•> NnloillMtUA'; ..... for the pmposes o f this paragraph, the delay rental amount shall be one 
do w..w" ) per acre. . ;---. 

•• 
• • • •. :6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissioner 
of~~ Land Office may, at the option of either, upon not less than sixty (60) days ootice !0 the holder of the lease, require that the payment of any royalties 
ac:~a ~such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner o f the Gener3.1 Land Office's right !0 take its royalty in 
lcind shall aot ditninish or negate the owner of the soil's or the Commissioner of the General Land Office's ri&flts or Lessee's obligations, whether express or implied. 
undl:f W O:ase . 

• 
] . NO DEDUcnONS. Lessee agrees that all royalties acauing under this lease (including those paid in kind) shall be '!Vithout deduction for the c:ost of 

profl~)athering, storing. separating. treating. dehydrating. compressing. proc:cssing. transporting. and otherwise rnalc.iog the o il, gas and other products 
hereunder ~y for sale or use. Lessee agrees to compute and pay royalties on the gross v-alue reccived, including any reim bursements fur sevcrancc taxes and 
pro~ft fclated costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's p roportionate share of any fuel used to 
process gas produced hereunder in any processing plant. Notwithst3nding any other provision of this lease. and subj ect to the written c:onsent of the owner o f the so il 
and the Commissioner of the Gener:ll Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing 
fonnation underlying the le3.Sed premises after the liquid hydrocarbons c:ontained in the gas have been removed; no royalties shall be payable on the rec:ycled gas 
until it is produced and sold or used by Us.sec in a manner which entitles the royalty ownc:n to a royalty under this le ase. 

9 . ROYALTY PAYMENTS AND REPORTS. All roy alties not Lalcen in lcind shall be paid !0 the Commissioner o f the General Land Office at Austin, 
Texas, in the fo llowing manner. 

P ayment o f royalty on production of oil and gas shall be as provided in the rules set fo rth in the Texas Reg ister. Rules cum:ntly provide that royalty on oil is due 
and must be received in the General Land Office on or before the 5th day of the: second month suc=ding the month o f production, and royalty on gas is due a.nd 
must be received in the General Land Office on o r be fore the 15 th day of the second month succeeding the month of production, accompanied by the affidavit of the 
owner, manager or other autho rized agent, completed in the fonn and manner prescribed by the General Land Office and showing the gross amo unt and disp?siti~n. of 
all oil and gas produced and the market value o f the oil and gas, together with a c:opy of all documc:lts, rec:ords or repo rts co nfirming the gross production, d;sposJUon 
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! • 

• ahd market value including gas meter n:adings. pipeline rec:cipts, ps ll= reedpa md odlct cbedcs or memoranda of amount produud and put into pipelines, bnb, 
or pools and ga.s lines or ga.s storaac, and any other n:ports or rec.ords whi~ the GcDcnll..aad Office may ~uire to verify the gross production. disposition and 

' muket value. In aU cases the authority of a ~or qent to ac:t for the Les.sce bcrcin must be filed in the General Land Office. Each royalty payment shall be 
~mpanied by a ch~XIc: stub, schedule, SWtiJ1l3ry oc other remittance advice showing by the assi~ GcncraJ Land Office !case number the amount of royalty be" 
pud on c.ac~ lease. lfl.clscc pays his royalty oa or before thiny (30) days a.t\a the royalty paymc.Dt was due, thcD 1...1=cc owes a penalty of S% on tbe royalty Or 1111 

$25.00, whac;hcvc:r is grea!U. A royalty payment whi~ is ova th.itty (30) days late shall KC'Ue a penalty of 1()4'h of the royalty due or $25.00 whichever is PQter 
ln addition to a penalty, royalties shall a.t=ue intcn::st at a rate of 12% per year, such interest will begin acauing when the royalty is sixty (60) days overdue. · 
Atfidavits and supporting documents wbi~ are not filed when due shall incur a penalty in an amount~ by the Gencnl Land Office administrative rule whicb is 
effective on the date when the affidavits or suppocting doc;uments wac due. The Lcs:sec s!WI beat all responsibility for paying or e:wsing royalties to be paid ;u 

prescribed by the due date provided ben:in.. Paymcm oftbc delinquency penalty s!WI in no vny operate to prohibit the StaLe's right offorfeitllre a.s provided by lnr 
nor act to postpone the: date on which royalties were originally due. The above penalty provisions s!WI not apply in cases of title dispuu: as to the State's portico of 
the royalty or to that portio\ of the royalty in dispute as tD air mark.et value. 

10. . (A) RESERVES, COmRACTS AND OTHER RECORDS. Lessee s!Wl annually fUrnish the Commissioner oftbc: Gcnen1 Land Office with 
its best possible estiawc of oil and gas reserves underlying this lease or allocable to this lease and sba1J furnish said Commissioner with copies of all contracts under 
whkh ga.s is sold or processed and all subsequent agreancntS and amendments to su~ cootrxts within thirty (30) days after entering into or malcing such contraets, 
agreements or amct~dments. Sudl contncts and ~ts wbcn ~ived by the Gcnc:ra1 Land Office s!WI be beld ill confidcnc:c by the Gcncn1 Land Office uoless 
otherwise authorized by l..ess«. All othc:T contrac:U and records pertaining to the production, trAnsportation, sale and marlce:ting oftbe oil and gas produced 00 said 
premises, Including the books :and ICCQunts, rec:eipts and di.sclwges of all wells, tanks, pools, meters, md pipelines shall at all times be subjca to inspection and 
examination by~ Commissioner of the General Land Office, the Att.omc:y General, the Governor, or the representative of any of them. • 

(B) PERMITS, DRILLING RECORDS. Wria= ootice of all opcralions co this lease shall be submitted to the Commissioner of the General 
Land Office by l.eslce or opcr.uoc five (S) days before spud date, worlcover. re-cnay, te:mponry abandonment or plug and abandonment of any well or wells. Such 
writtcn ootice to the General Land Office shall include copies of R.Uiroad Commission forms for application to drill Copies of well tests, completion n:pon:s ·and 
plugging reports 5hall be supplied to the Gcnctal Land Office at the time they an: filed with the Te:us R.a.ilroad Commission. All applications, permits, reports or 
other filings that n:fen:ncc this lease or any specific well on the leased premises and that an: submitted to the Texas R.li.lroad Ccmmission or any other govc:rnrnenta.l 
agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission rules, any signage on tbe lea.sc:d premises for the pwposc: of 
identifying wells, tank batteries or other associated improvements to the land must also include the word "State." Lessee shall supply the General Land Offiec: with 
any records., memoranda, accounts, reports, cuttings and cores, or other infurmat:ion relative to the opc:ration of the above-described pmn.isc:s. which may be 
requested by the Gcncrall..and Office, in addition to those hcrc:in expressly provided fOf'. 1..essc:c shall have an electrical and/or radjoactivity survey made oo the 
bore-bole section, from the base of the surface casing to the total depth of well, of all wells drilled oo the above desaibed premises and shall transmit a true copy of 
the log ofea.ch swvey on eadl well to the Gcnenl Land Office within flft.=l (IS} days after the making of said survey. · 

(q PENAL TIES. Lessee shall incur a pc:nalty whenever reports, documents or other materials arc not filed in the General Land Office when 
due. The penalty for late filing shall be set by the General I.md Office administrative rule which is effective on the date wbcn the materiall were due in the Gcncpl 
Land Office. • 

• • .11 . DRY HOLEICESSA TION OF PRODUcnON DURING PRIMARY TERM. U: during the primary term hereof and prior to discovery and production 
of oit ~l";~n said land, Lessee should drill a dry hole or boles thereon, or if during the primary term hen:of and after the discovery and aaua.1 production of oil g r 
gas ~'ll.~e leased premises such production lbemJf should cease from any cau.sc:, this lease shall oot taminate if on o r before the cxpiral..ion of sixty (60) days from 
date4lfc.mrletion of said dry bole or ec:ssatioo of production Lessee commences additional drilling or ra:worlcing operations th=n,.or pays or tenders the: nc:tt \. 
annuaf 3elay n:ntal in the same manner a.s provided in this lease. u; during the la.st year of the primary term or within sixty (60) days prior thereto, a dry hole be 
completed and abandoned, or the production of oil or ga.s should cease for any cause, Les.sc:c's rights shall remain In full force and effect without furtbc:r opc:ntions 
unti~t1ls expiration of the primary tenn; and if Lessee has not resumed production in paying quantities at the expir:Won of the primary term, Lessee may maintain this 
lc~by Mrfducting additional drilling or rc:worlcing operations pursuant to Paragraph 13, usipg the expir.ltion of the primary t.enn a.s the date of cessation o( 

production under Paragnph 13. Should the first well or any subsequent well drilled on tbc: 3:bove described land be completed as a shut-in oil or gas well within the 
prim'VY,J!im hereof; Lessee may resume payment of the annual renta.l in the same manner a.s provided ben:in on or before the rental paying date following the 
c:xp~dr sixty (60) days from the date of completion of such shut-in oil or ga.s well and upon the fa.ilun: to make such payment, this lease shall ipso facto 
tennJ~.J(at the expiration oft'hcf~ tfTrit ofYI)- ·time thereafter a shut-in oil or ga.s well is located on the leased pn:miscs, payments may be made in 
accott<y1tefanth the shut-in provisions hereoC. 

• 
•: •••tz_ DRlLUNG AND REWORKING AT EXPI:RATION OF PRIMARY TERM. It; at the expiration of the primary tc:rm, neither oil nor gas is being 

pro&.Ur! ;, said land, but Lessee is then engaged in drilling or rewt~rlcing opc:r.uions then: on, this lease shall remain in force so long a.s operations on said well or for 
drilling ·or reworking of any additional well arc prosecuted in good faith and in-workmanlike manner without interruptions totaling more than sixty (60) days during 
any~~ operation, and if they result in the production of oil and/or gas, so long thereafter a.s oil and/or gas is produced in paying quantities from said land. or 
payme~t of Shut-in oil or gas well royalties or compensatory royalties is made a.s provided in this lease . 

• 
• • • • J). CESSATION. DRILLING. AND REWOR.KlNG. U: after the expiration of the primary term, production of oil or ga.s from the leased pn:mises, after 

once otn.aint!li, should cease from any cause. this lease shall not terminate if Lessee commences additional drilling or rc:worlcing opc:ntions within sixty (60) days 
after ittc:JI.GF$sation, and this lease shall remain in full force and effect for so long a.s such operations continue in good faith and in worianan.like manner without 
inte~tions-tota.ling mon: than sixty (60) days. If such drilling or rc:worlcing operations result in the production of oil or gas, the lease shall remain in full fo~e and 
effect for so long a.s oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil o r gas well royal tiel or payment of compensa.t.ory 
royalties is made: a.s provided herein or a.s provided by law. If the drilling or reworlcing operations rc.sult in the completion of a well as a dry hole, the lc:asc will not 
terminate if the Lessee commences additional drilling or reworking operations w ithin sixty (60) days after the completion of the well as a dry hole, and this le3Se 
shall remain in effect so long as Us5ee continues drilling or reworking operations in good faith and in a workmanlilce manner without interruptions totaling more 
than sixty (60) days. Lessee shall give wriaen notice to the General Land Office within thirty (JO) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this pangraph. "well" me:ms any well that has been assigned a well number by the state agency bavin_g 
jurisdiction over the production of oil and gas. If: at any time after the expiral.ion of the primary tenn of a lease that. until being shut in, wa.s being maintained an 
force and effect, a well capable o f producing oil o r gas in paying quantities is locilU:d on the le3SCd premises, but oil or gas is no t being produced for lack of suitable 
production fac ilities or lack o f a su itable: market, then Lessee may pay as a shut-in oil or gas royalty m amount equclto double the annual n:nt.al provided in the 
lease. but not less than Sl ,200 a year for each well capable o f produc ing oil or gas in paying qu:!lltitics. lfPw&gJUph J of~1is lease c!ces hot speclty a del:ty ICllt!li l 

..,.11un1; tnen fo r the purposes o f this paragraph. the del3y rental amount shall be one dollar (S 1.00) per ac:e. To be effe ct ive, each initial shut-in oil or g3S royalry 
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must be pald on or before.: (I) the expiration oftbc: pri.awy trrm, (2) 60 da)" aft.cr the Lessee cuses to produce oil or gas from the l~d Prentises. or (3) 60 days 
afu:r ~c completes a drilling or reworldng operation in accordance with the le.asc provisions; whichever dale is latest. Such payment shall be made one-half(I/2 
to the C~mmissioner of the General Lmd Office and onc·half(l/2) to the owner of the soil. If the shut-in oil or~~ royalty is paid, the lease shall be considered to~ 
• prod~cmg lease and the payment shall cxt.cnd the tmn of the lease for a period ofooe year from the end of the pnm.uy tam. or from the fim day of the lllOnth . 
followmg the month in which productioo ceased. ;mel, after that, if no suitable production facilities or suitable marlcct for the oil or ga:s C"Xist.s, Lessee may extend the 
lease for four more suCGCS.Sive periods of one (I) year by paying the SMDC amount each year oo Of" before the expintioo of each shut· in yev 

IS. COMPENSATORY ROYALTIES. U: during the period the lease is lccpt in effect by p2)'11lCllt of the sbut-in oil or gas royalty, oil or gas is sold and · 
deliv~d in paying quantities from a weD located within one thousand (1,000) feet of the leased premises and completed in tbc same producing reservoir, or in ;my 
case 111 which drainage ~occurring. the right to continue to maint.J.in the lease by paying the shut-in oil or gas royalty shal.l cease, but tbc lease shall remain efrettiv · 
for the rernalnder of the ye::u- for which the royalty bas been paid. The Lessee~ nuiot.J.in the lease foe four more suc=ivc yean by Lessee paying COI'tlfJensaU>; 
royalty u the royalty rate provided in the lease of the rurket value of production from the weD causing lhc drainage or which is completed in thc same producing 
reservoir and within one thousand (1,000) f=t oftbc leased premises. The compensatory royalty is to be paid monthly, ooc-b.alf(l/2) to the Commissioner of the 
General Land Office and one-half(l/2) to the owner of the soil, beginning on or before the last day oftbc 1110nth foUowing tbc month In which the oil or gas is 
produced from the well causing the dninagc or lhu Is completed in the same producing rcsctVOir and located within one thousand (1 ,000) feet of the leased premises_ 
If the compensatory royalty paid in arry 12-mooth period is in an amount less than the annual shut-in oil or ga:s royalty, U:s:sce shall pay an amount equal to the 
dilfcrcnce within thirty (30) days from the end of the 12-mo!Uh period. Compc:nsatoty royalty payments which arc not timdy pald will accrue penalty llld iDtcrest lo 
accordance with Pangnpb 9 of this lease. None ofthesc provisions will relieve Lc:ssce of the obliptioo ofrasonablc development nor the obligation to drill olfset 
wells as provided in Texas Natural Resources Code 52.173; bowevcr,llthe dctamina.tion oftbe Commissioner, and with the Commissioncz's written approval., tbc 
payment of compensatory royalties em satisfy the obliption to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contta:ry, after a well producing nr capable of producing oil or gas has 
been completed on the leased premises, ~shall exercise the diligence of a reasonably prudent opc:raU>r in drilling such additional well or wells as may be 
reasonably neccsuzy for the proper development of the leased premises and in mari:eting the production thereon. 

(A) VERTICAL. In the event this lc:uc is in force and efrc.c-t two (2) years after the cxrirarioo date of the primary or c:xtcndcd term it shall then trrminatc 
as to all of the leased premises, EXCEPT (I) 40 aaes surrounding cac.'l oil well c::1pablc of producing in paying quantities and 320 aa-es surrounding eaclt ps well 
capable of producing in paying quantities {including a shut-in oil or gas well a:s provided in Paragraph 14 hereof), or a well upon wbicb Lessee is then engaged in 
continuous drilling or reworking operations, or (2) the number ofacrcs included in a producing pooled unit pursuant to Tc:xas Nanu-al Resource.s Code 52.1 S 1-
52.153. or (3) such gre:lti:T or lesser number of aaes as may then be alloc:ltcd for production pwposes to a pror.uion unit for each such producing well ~der the rules 
and regulations of the Railroad Commission ofTc:x.as, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective 
date of the partial termination provisions bcTcot; the applicable field rules arc changed or the ~ell or wells located thereon zrc reclassified so that lcs:s acreage is 
ther=ftu alloC3ted to said well or wells for production purposes, this lease shall thereupon terrrun::ue as to all acreage not thereafter allocau:d to said well or wells for 
production purposes.. Notwithstanding the tc:nnination of this )QSe as to a portion of the lands covered hereby, Lessee shall ncvenheless continue to have the rlght of 
ingress to and egress from the lands still subject to this lease for all purposes described in Pangr:tph 1 hereof; together with casements and rights~f-way fo r existing 
roads, c:x.isting pipelines and other existing facilities on. over and across all the lands described in Paragraph I hereof("thc retained lands"), for access to and from the 
reuJife~~ds and for the gathering or transportation of oil, gas and other minerals produced frcm the retained lands.. -

••• 
• • •: • ~) HORIZOI'IT AL In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further 

tcnninete 31 to all depths below I 00 feet below the total depth drilled (hereina.fte:r "deeper depths") in each wellloc:ltcd on acre:1ge retained in Paragraph 16 (A) 
above,.. unless on or before two (2) years ~the prinwy or extended term Lessee pays an amount equal to one·half (112) of the bonus originally pa..id as ;. 
COr!i~eration for this lc:J.Se (:1S specified on page I hereof). If such amount is paid, th.is lc:ISc shall be in force and effect as to such deeper depths. nnd sa.id . 
tenGin~ljQI\shall be delayed for a.n additional period of two (2) yean and so long thereafter as oil or gas .is produced in paying quantities from such deeper deplhs 
covered by th.is lease. •• 

• • , • • i_q IDENriACA TION AND FlUNG. The surface acreage retained hereunder as to each well shall, as nearly as practic:a1, be io the form of a square with 
the *ll"ltlc;ated in the center thereof; or such other shape as may be approved by the Commissioner of the General land Office. Within thirty (30) days after panial 
tent~ of this lease as provided herein, Les.sce shall execute and record a release or releases containing a satisfactory legal description of the acreage a.nd/or 
deptlfs.n-ot ft:tained hereunder. The recorded release. or a certified copy of same, shall be filed in the General land Office. accompanied by the filing fee prescribed 
by VloiGcll;ral Land Office rules in effect on the <!ate the release is filed. If Les.scc fails or refuses to C"Xecutc and record such release or releases within ninety (90) 
days ~~ing requested to do so by the General Land Office, then the Corrunissioncr 3.1. his sole disa-ction may designate by written instrument the aaeage and/or 
dep~ .. IH: released ~ereunder and record such inmument 3.1. Les.sce's expense in the county or cou.nties where the lease .is locau:d and in the official records o f the 
General La.d Office and such designation shall be binding upon Lessee for all purposes . •••••• • • 

• 17. OFFSET WELLS. Neither the bonus. delay rentals. nor royalties pa.id, or to be paid, under this lease shall relieve Lessee of his obligation to protect 
the oil and &aS under the above-<lescribed land from being drained. Les~e. sublcs.sec. receiver or other agent in control of the leased premises shall drill as many 
wellf )ft!t!tacts may justify and shall usc appropriate me311S and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
addition. if Qil and/or ps should be produced in commercial quantities within 1.000 feet of the leased premises. or in any case where the leased premises is being 
drair1tli'I:IYJtoduction of oil or gas, the Lessee, sublessee. receiver or other :1gent in control of the leased premises shall in good faith begin the drilling of a well or 
wells upon the leased premises within I 00 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the statutory offset obligation may subject th.is le:ue nnd the owner of the 
so il's agency rights to fo rfeiture. Only upon the determinaLion of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable stawtory parameters satisfy the oblig:u.ion to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort. Lessee is prevented from complying with a.ny express or implied covenant of this lease, from 
conducting drilling oper:uions on the lc::ued premises, or from producing oil or gas from the le:ued premises by reason of war, rebell ion. riots, strikes, acts of God. or 
an~ valid order, rule or regulation of government authority, then whi le so prevenu:d, Lessee's obligation to comply with such covennnt shal l be suspended and Lessee 
shaJI not be l iable for damages for fai lure to comply with such covenants; additionally, this le:ue shall be extended while ussee is prevented, by any such c:au.se, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the 
pay ment of delay rentals in order to maintain this lease in effect during the primary te:m in the absence o f such drilling or reworking operations or production of oil 
or gas. 
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19. WARRANTY CLAUSE. The owner of the soil wazrants and agrees to defend title to the leased premises. If the owner of the soD defaults in 
payments owed on the le~d premises, then l..eslce nuy redeem the rights of the owner of the soil in the leased premises by payin& any mortgage, Wcc.s or oth r 
on the leased premises. If Lessee nulccs payments oo behalf of the owner of the soil under this paragraph, Us5ee may recover the cost of these payments from ~au 
rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surhc.c c:sta1e in the above 
described land, whether or not Lessee's interest is sped tied herein, then the royalties and rental ~in provided to be paid 10 the owner of the soU shall be paid 10 him 
in the ~I"O)IOrtiCol which his in= be.vs to the entire: Wldivi~d surface est.a.1e and the- royalties and rental herein J)!"OVided to be paid to the Commissioner of the 
General Land Offic:e of the State ofTc::xas shall be likewise proportionately reduced. However, before Lessee adjusts the roy.llty or rental due to the Commissioner of 
the General Land Office, Lessee or his autbori.z:ed re:prcscnwive must submit to the Commissioocr of the Genera.! Land Office a written statement which explains the 
disc:epancy betw= the ~tcrest pwportedly leased under this lease a.od the actUal interest owned by the owner oftbe soil. The ColllnlWioner of the GcncraJ land 
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease., 1c:s.s the proportionate c!C'velopmc:nr and produttion 
cost allocable to such undivided interest. However, in no event shall the Commissioner of the Gc:ncnl Land Office receive as a royalty on the gross production 
allocable 10 the undivided interest not leased a.o amoWlt lcs.s tha.o the value of one-sixteenth (1116) of such gross. production. 

(B) REDUCTION OF P A YMENI"S. l~ during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner o( the soil in -acc:orda.oce with Natural Resources Code S«tions 52.15 J-S2.1S4, or 
If; at any time after the ~piration of the primary tenn or the c::xtcndcd tcnn, thU lease coven a I~ nwnbu of aacs than the total amount dcsaibed here: in. 
payments that are made on a pet aac ~is hereunder s!Wl be rcduecd IICGOrding to the number of acres pooled, released, surrendered, or otherwise severed, so dw 
payments detennined on a pet aac basis under the tams of this lease during the primary term shall be calculall:d based upco the number of aaes outside the. 
boundaries o( a poole.d Wlit, or, if after the expiration of the primary term, the number of acres aaually rea.incd a.od covered by this lease. 

21. USE OF WATER. Lcs.sec shall have the right to use water produced on said land nc=sary for opc:ntions under this lc.asc ex.ecpt water from wells or 
tanks of the owner of the soil; provided, however, Lessee shall not use potable water or wa.ter suitable for livcstoclc or irrigation pwposcs for waterllood operations 
without the prior consent of the owner of the soil. 

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

2J. PlPEUNE DEPTH. When requested by the owner of the soil, Lcssu shall bury~ pipelines below plow depth. 
I 

24. WELL LOCATION LIMIT. No well shall be drilled nearer thm two hundred (200) feet to any house or barn now on said premises without the 
wrinen consent of the owner of the soil. 

25. POLLUTION. In developing this area, Lessee shall usc the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing, pollution of coastal wetlands, narural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to pn:vent 
spillage. seep:~ge or ground wat~r cont:uni.nation. In the event of pollution. Lessee shall use all means at its disposal to rec:a,Jture all c.scapcd hydroc:ubons or other 
pollU~D.nt and shal l be responsiole for all damage to public: and printc properties. Lessee shall build and maintain fences around its slush, sump, and dr:Unage pits 
and~\.~tlerics so as to protect live.stodc against los.s, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all 
slus~11 ,nd cellars and completely clC311 up the drilling site of all rubbish thereon. Lessee shall, while conducting opcr.u.ions on the leased premisc.s, keep said 
prc:dlw fr(e of all rubbish, cans, bottlc.s, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original 
condi~n and contours as is pr=ticable. Tanks and equipment will be kept painted and presentable. 

~ ' 
•• ' l 
: • • • 26. R.EMOV AL OF EQUIPMENT. Subject to limitations in this paragraph. Lessee shall have the right to remove machinery and fixtures placed by 

Lessee on lte l=d premises, including the right to dr.lw and remove casing. within one hundred twenty {120) days after the expiration or the tennination of this 
lease unless the owner of lhe soil grants Lcs.sce an extension of this 120-<lay period. However, ~e may not remove casing from any well c::~pable of producing oil 
and ~·h• ~aying quantities. Additionally. Lessee may not draw and remove easing until after thiny (30) days written ooticc to the Commissioner of lhe General 
t.an•do~i"~ee and to the owner of the soil. The owner of the soil shall become the owner of any roac.'linery, fi:cturcs. or casing which are not timely removed by Lessee 

un~"'r of this paragraph. ••• •• 
• •, • • &7. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this 

leasc1Jw.l't assigned, in whole or in p:llt, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal n:prescnwive.s, successors 
and ~W~ However, a change or division in ownership of the land, rentals, or roy~ tics will not enlarge the obligiltioo.s of Lessee, diminish the rights, privileges 
and esta1.c1 gfl.csl'ee, impa.ir the effectiveness of any payment made by Lessee or impair lhe effectiveness of any act pcrCorrned by Lessee. And no change or 
divi1i~lt trt¢wnership of the land, renl<lls. or royaltic.s sh:!ll bind Lessee for any purpose until thiny (30) days after the owner of the soil {or his heirs, devisees, legal 
repre:segutives or assigns) fumishc.s the Lessee with satisfactory wrirten evidence of the change io ownership, including the original recorded muniments of title (or a 
c:enified co~ of such original) when the ownership changed be= of a conveyance. A total or partial assignment of this lease shall, to the extent of lhe intereSt 
assi~~ertaeve and discharge Lessee of all subsequent obligations Wlder this lease. If this lease is assigned in its cntirtty as to only part of the acrt3ge, the right and 
opt.ion• to pa¥ rentals shall be apportioned as berwccn the several owners ratably, according to the aru of each, and wlure: by one or more: of them to pay his share of 
the ~fll not alfea this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee do~ not file a 
ccn.ifi~d copy of such assignment in the General Land Office before the next rental paying daLe, the entire lease shall tenninate for failure to pay the entire rental due 
under Paragraph 3 . Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the St:U.e by the original lessee or any 
prio r assignee of the lease, including any liabilities to the State for unpaid royalties.. 

(B) ASSIGNMENT LIMITATION. Norwithstanding any provision in Paragraph 27(a), if the owner oflhe soil a.cquires this lease in whole or in part by 
assignment without the prior written approval oflhe Commissioner of the General L:md Officc. this lease is void as oflhe tirne of assignment and the agency power 
of the owner may be forfeited by the Commissioner. An assignment will be tn::lt.cd as if it were: made to the owner of the soil if the a.ssignet: is: 

(1) a nominee of the owner of the soil; 
(2) a corporation o r subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
{3) a partnership in which the owner of the soil is a panner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is lhc owner of the soil; 
{5) a partner or employee in a partnership which is the owner of the soil; 
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(6) ~fiduciary for the owner of the soil; Including but not limited 10 a guardian, trustee, executor, administn:or, receiver, or conscrvaEoc r~ the 
owner of the soil; or 
{7) a family member of the owner of the soil or rela.Lcd 10 the owner of the soil by m.aniage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph md Paragraph 29, I..es3cc aay at any time execute :llld deliver 10 the owner of the soil 
and place of record a release or releases covering any portion or portions oftbe leased premises, and thereby =ndc:r this lease as 10 such portion or portions, and be 
relieved of all subscqu~nt obligations as 10 ac::n;_age =ndaed.. If any part of this lease is properly surrendered, the ~lay rental due under this lease shall be redu~d 
by the proportion that the surrend~ aaeage bean to the aacage which wu covcml by this lease immediately prior to such surrender; however, such release will 
not relieve Lessee of any liabilities which may have accrued under this lease prior to the SUl1"Cl::der ofsuc:h aacage. 

29. FlUNG~ ASSIGNMENTS AND R.El.EASES. If all or any part of this lease is assigned oc released. such assignment or release must be recorded in 
the counry where the land is situated. md the recorded instrume.nt, or a copy of the recorded instrument ccrti.Jjed by the Counry Cleric of the counry in which the 
insuument is =rded. must be filed iD the General Ulld Office within 90 days of the la.sl executioo date X!Xlmpanied by the presaibed filing fee. If any such 
assignment is not so filed, the rights acquired undCT this lease shall be subject to fomiture at the option of the Commissioner of the General Land Office.. 

30. DISCLOSURE CI.J..USE. All provisions pertaining to the lease of the above-described land have bcal included iD this instrument, including the 
st:ltcment of the ttue consideration to be paid for the execution of this lease and the rights and dilties of the parties. Any collateral agreements concerning the 
development of oilmd ps from the l~d pre~ which are oot contained i.a this lease render this le3se inn.Ud. 

31. FIDUCIARY Dt.rrY. The owner of the soil owes the Stale a fiduciary duty a.od must fully disclose any facts affecting the State's interest in the leased 
premises. When the interests of the owner of the soil conflict with those of the Swe, the owner of the soil is obligau:d ID put the State's int.ereSts before his personal 
int.cn:su. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of my sum within thirry days after it becomes due, or if Less~ or an authorized 
agent should knowingly make any false return or false report concerning produc:tioo or drilling, oc ifl..essc:e shall fail or refuse to drill any offset well or well$ in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the Gcncta.l Land Office, or ifl.cs.see should fail to file repons in the manner 
required by law or fail to comply with rules and regulations promulgated by the Gencnl Land Office, the School L3nd Board. or the !Uilroad Commission, or if 
Less~ should refuse the proper authoriry access to the records pertaining 10 operations, or ifU:s.scc or an authorized agent should knowingly fail or refuse to give 
corTCct inform.Won to the proper authority, or Jcnowin&)y fail or refuse to furnish the General Land Offic::: a correct log of any welL or if l...e:ssce shalllcnowin~;ly 
violate any of the: material provisions of this lease, or if this lease is assigned and the assignment is not filed iD the GcnCTal Land Office as required by law,lbe rights 
acquired under thil lease shall be subject to forfeirurc by the Commissioner, and he shall forfeit l31Jle wbcn sufficienlly informed of the !"ans which authdrize a 
forfeiture:, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. HowevC1", nothing bercin shall be constl'\led as 
waiving the automatic termination of this l=e by operation oflaw or by reason ofany spec:iallimiution arising hereunder. Forfeitures may be set aside and this 
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory CYidenc::: to the Commissioner of the General Land Office of futurt: 
compliance with the provisions of the law and of this l=e and the rules and regul:uions that may be adopted relative hereto. 

33. UEN. In accordance with Texas Natural Resoun:es Code 52.136, the State shall have: a first lien upon all oil and gas produc::d from the area covct"Cd 
by ~rs~t~, to secure payment of all unpaid royalty and other sums of money lha1 may become due under this lease. By acceptance of this lease, Lessee grants the 
Sute,~n~dition to the l ien provided by Texas Natural Resources Code 52.136 and any other applicable su.rutory lien, an express con\I3.Ctllal lien on and security 
incq!itQI~lleased minerall in and extracted from the leased premises, all proceeds which may :u:aue to Lessee from the sale of such leased minerals, whether such 
procc.'t!s at! held by Less~ or by a third party, and all fiXtureS on and imt:rove.mcnts to the lc:asc:d premises used in connection with the production or processing of 
such l~ed minerals in order to secure the payment of all royalties or othCT amounts due or 10 become due Wldct this lease and to secure payment of any damages or 
lo~!t l.eslor may suffer by reason of Lessee's breach of any covenant or conditioo of this IC:lSe, whether express or implied. This lien and security interest nuy be 
foi"CCIt los~with or without court proceedings in the mannCT provided in the Title 1, Chapter 9 of the Texas Business and Commera: Code. Lessee agrees that the 
CommissionCT may require Less~ to c:xC~:Ut: and record such insuuments as may be rcason~ly ncc.essa:y ID aclc:nowledge, anach or perfect this lien. ~e hereby 
re~rese'lli that there are no prior or 1\lperior liens arising from and relating to Lessee's activities upoo the above-described property or from Lessee's acquisition of 
th~re.e. 6hould the CommissionCT at any time determine that this representation is not lnle, then tbe Commissioner may declare this lease forfeited as provided 
here~ •• • ..... ! ••• 

• • 4. POOLING. Lessee: is hereby granted the right to pool or unitize the royalty interc::a of the owner of the soil under this lease with any other leasehold 
or r11~M OJterest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land 
Bo<v8 Mcf\lle Commissioner of the General Land Office for the pooling or unitizing of the intm:st of the State under this lease pursuant to Texas NalllJ'al Resources 
Codc:'"'5'!."IS I-S2JS3. The ownCT of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stat.cd in Texas Na.rural 
Res~Y'iiS.~ode 52. I 52. 

• • 
• 35. INDEMN11Y. Lcs.scc hCTCby releases and discharges the: SLlle ofTexas aEd the owner of the soil, their otlice.rs, employCCl, partner.;, agents, 

contractofi.'!!Ubconlr.lctors, guests, invitees, and their respective successol'l and assigns, of and from all and any actions and causes of action of every nature, or other 
h~~~u:ing environmental harm, for which recovery of damages is sought, including. but oot limited to, all losses and expenses which are c.a.used by the 
activities of<l.cssc:c:, its officel'l, employees, and agents wing out of: incidental to, or resulting from, the operations of or for Lessee on the leased premises 
hcrc:td~cr,•oc that may arise out of or be occasioned by IM.sec's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable 
act or omission of Lessee. Further, U:s.scc hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, 
their officCI'l, employees and agents, their succcssol'l or assigm, against any and all claims. liabilities, losses. damages, actions, pCI'lonal injury (including dea.th), 
costs and expenses, o r other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liabiliry, including anomeys' fees and 
othe r legal expenses, including those related to environmental hazards, on the leased premises or in any w~ related to Lessee's failure to comply with any 311d all 
environmental laws; those arising from or in any way related to Lessee's oper.uions or any other of Lessee's activities on the leased premises; those wing from 
Lessee 's use of the surface of the leased premises: and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement or any other act or om is$ ion of Lessee, its directol'l, officel'l. employees, partners, agents, contnetors., subcontraetol'l, guests, invitees, and their respective 
succ:ssol'l and assigns. E3ch assignee of this Agreement, or an interest therein. agrees to be liable fer, exonerau:, indemnify, defend and hold harmless the State of 
Te:>tas and the owner of the soil, their officel'l, employees. and agents in the same manner provided above in connection with the activities of Lessee, its o ffic:~. 
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN. ALL OF TIIE )1-.1) E~INITY OBUGA TIOI"S 
A!...,D\OR LIABILITIES ASSUMED UNDER THE TER.\15 O F THIS AGREEMEl'IT SHALL BE WrniOtrr Lll'Y1ITS A.'fO WmiOUT REGARD TO 
TilE CAUSE OR CAUSES THEREOF (EXCLUDI'NG PRE-EXISTING CONDmONS), STRICT LIABILITY, OR THE NEGLIGENCE OF A.'<Y PAR1Y 
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, 

COI"CURREl'ff, ACTIVE, OR PASSI.YE. T d C 
rue an orrect 

copy of 
Original filed in 
Reeves County 
rlorln~ f"'IH;,...,.. 
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36. ENVIRONMENTAL HAZARDS. Lessee shall usc the highest de~e of care a.nd all reasonable safeilJMds to prevent cont.amination or ponu&n or ­
any environmental medium., Including soil. surfac:e war.ers, JrOundwt.lu, sediments, and surfau or subsurface stn.ta. ambient a.ir or any other c:nvironmcntll mediwn • 
in. on, or under, the l~d premUes, by any waste, polhnant, or conraminanL Lessee shall not bring or permit to rcmaln on the leased p=lse:s any asbestos 
coowning matuials, explosives. toxic maurials, or substances re"""ated as huardous wuu:s. hanrdous mat.cria.ls, b.zz:udous substances {u the tam •Hzz:ardous 
Substance~ i$ defined in the Comprehensive Environmental Response. Compcnsuion and Liability Act (CERCLA). <42 U.S. C.. Sections 9601, c:t seq.). or !Oxic 
substances under any federal, state, or local Jaw or f'e~U)atioo ("Hazardous Muerials"'). except ordinal)' pnlduets commonly used iu conncalon with on and au 
c:x_ploratioo and development operations and stored ill the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PRORIBffiON 
SHALL CONST1Tl.TI1: A MATERIAL BREACH AND DEFAULT BEREUND£R~l> LESSEE SHALL INDEMNliY, HOLU HAR."rl~ AND 
DEFEND TilE STATE OF TEXAS A.'iD THE OWNER OF THE SOU. FROM AND AGAINST ANY Cl..A.L'\15, DAMAGES, JUDGMENTs. PENALTIEs, 
LIABILITIES, AND COSTS (INCLUDING REASONABLE A TTOR!"'EYS• FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VlOLATION OFTIU:~OREGOING PROHJBmON OR (D) 1HE PRESENCE, RELEASE. OR DISPOSAL OF .AJ.'fY HAZARDOUS MATE.lUALS ON. 
tiNDER. OR ABOUT TilE LEASED PRE.'\fl.SES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, R.E.'rfEDY AJiol> REPAlR.AJ.'fY SOIL OR GROUNDWAl"ER CONTA..'\IINATION .AJ.'ID D.AJ.'\iAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER. OR ABOUT THE LEASED PR.E.'\IISES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PRDfiSES IN CONFORMANCE WTnllllE REQL'IR.E.'dENI'S OF APPUCABLE LAW. THIS 
INDEMNIFICATION A.'ID ASSUMPTION SHALL APPLY, Btrr IS NOT LIMITED TO, UABILITY FOR RESPONSE ACTIONS UNDERTAJ<Eif 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENI"AL LAW OR REGULATION. LESSEE SHALL 11\-£\a::DlATEL Y GIVE THE STATE OF 
TL"<.AS AND THE OWNER OF THE son. WRil"rEN NOTICE OF ANY BREACH OR SUSPEcn:D BREACH OF THIS P ARAGRA.PH. UPON 
LL\R.''IING OF THE PRESENCE OF ANY IUZ.ARDOUS MA TER.LUS, OR UPON RECEIVING A NOTICE FROM A.'fY GOVERNML"o"TAL -
AGENCY PERTAINING TO HAZAR.DOUS MATERIALS WJDCH MAY AFFECf THE LEASED PREMISES. THE OBUGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE THE DCPIRA TION OR EARLIER TE.R.'IINA TION, FOR ANY REASON, OF TH1S AGRIL'\fi:NT. 

37. APPUCABLE LAW. This lease i$ issued under the provisions of Texas Natural R.eso= Code 52.171 through 52.190, commonly latowa u the 
Relinquishment Act. and othCT applie2ble sta.rutes and amcodmcnts tbc:rc:to, and if any provision in this lc:.ue doe3 oot confonn to these swutes. the: starutcs will 
prevail over any nonconfonning lease provisions.. 

38. EXECUTlON. This oil illld gas lease must be signed and acknowledged by the Le=e before it i$ filed of record io the county records and i.a the 
General L:lnd Office of the Swe ofTex.as. Onu the filing requirements found i.a Paragraph 39 of this Jc:.ue have been satisfied, the effective date of this lc:ue shall 
be the date found on Page L - -

39. LEASE FILING. Pursuant to Oupter 9 of the Tc:xas Business and Commen:e Code. this lease must be filed of record in the office of the: County 
Cleric in any county in wbich all or any patt of the: le:1Sc:d premises is loc:ued, and certified copies thereof must be filed in the Gcner.U Land Office. This le:JSe is not 
effective until a txnilied copy of this lease (which is m:ule and certified by the County Clerk from his records) is fil ed in the General Land Office in aecord:ll1c: with 
Texas Narural R~o= Code 52.18J. Additionally, this lease shall not be binding upon the: Swe unless it recites the aerua.l and O'Uc consideration paid or promised 
for c:xecution o f this lease. The bonus due the St.Ue and the prescribed filing fc:e shall accompany sue."& c~fied copy to the General Land Office. • 

* See Exhibit "A" Attac e for Add'tiona1 Provisions 
••• • • • ••• 
•••• • • • •• • 
• 

•• • • • • •• 

• •••••• • • 
STA1E OF TEXAS 

• B'Y!t •••• 

1 

TnLE:. ______ ~--~~~----------

DATE.:. _ ___t_1-=C?d~-_.t..:,!J:::-_---=----
STATE OF TEXAS 

BY: 
Jo<t.h·v-: i~du.al-.,.,-ly_an_ct.as-:---3&-c-nt-:fo~r-:Jh-e-=-sta-t-c: -of:-::T::-exa.s----

0
-f--H--S 

Star .L . L . c . , Gener al Partner 

L ---------~=--~~~~ 

STATE OF TEXAS 

: 

Inditidually and as agent for the State ofTe:us • •••••• 

BY:~~---:-----~-:-~---=-=---------­
Individually and as agent for the State ofTc:xas 

Datt : • 0~=---------------------------------

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



STATE OF ____________________ ___ 
(CORPORATION ACl<NOWLEDGMENr) 

COUNTY OF ____________________ _ 

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

known to me to be the person whose name is subscribed to the fo~goicg instrwncnt. as·--------------------~of 
.• 

-;:-~-------::----:~--:---:----:------::-:--:----:-~-~-::---:-----::-:----;--:-;---:-;--:'llld acknowledged to me thu be executed the S31ne 
for the purposes and co~identioa lbcRiD expressed, in the capa.c:ity mted. and as the act zo<S deed of Rid ~ · 

Given Wider ary hand and sal of office this the'-----day of __________ .....~· 19 __ • 

Nowy PubUc: in and for __________ _ 

STATE OF ____________________ _ 
(CORPORATION ACKNOWl.EDGME:N'I) 

COUNTY OF ____________________ _ 

BEFORE ME, the undersigned authority, on this day personally appc=cd'-------------------------

lcoown to me to be the person whose n.amc is subscribed to the foce&Qicg in.stnmlent. as. _____________________ .of 

-;:-::-:--------::-----:~--::--:---:------::-:---:-----:----:--::---.----::-:------:--;--:-7'""""'111d ac.lcoowledged to me tha% be c:xc:cut.cd the lame: 
for !he purpoSe$ and c:cnsidcra.tion !herein cxprc=d. io the c:apac:ity staUd. and as tbe act and deed of said corpor:uion. 

Given under my hand :md ~al ofoffi~ this the. ____ day of ___________ _. 19 ___ . 

Notary Public: in and for __________ _ 

STA~ ~~----=T==E"""X_A_S ______ _ 

co~~F __ TY.....l......L.YJ..::...Ov.~~....~V\L......L . ....:..SL...-__ 
(U'o"DIVIDUAL ACXNOWLEDGM:ENT) 

•••• • • • .. Ekforc me:, the undersigned 3Uthority, on this day personally appc:Z'Cd c y d n e y H • she ph a r d I pres i dent 0 f R c 
Stat! r. I. c .. Genera l Pa rtner of H S Mjnerals and Rea lty, Ltd . 
lcto- to me to be the persons whose names are subscribed to the focegoing instrument. 30d acknowledged to me th3L they e:xc:cutc:d the same for the purposes and 
cons~c~ therein exp=d.. •• 

• •• Given under my hand and,.-iW.I~~"'""IQ!Or..w"""-W:I-'--_,ofday of ~~ , l 9_q.....;...fJ;;;;....... ___ . 

• • • ••• . . 
•••••• •• • •• • •••••• . . .-/ 

STA~~- 1./!KOS 

NotaJY Public. State ol Texas 
My Co!Mlission Expires 

JULY 21, 2002 

(INDMDUAL ACX.~OWLEDGM:ENT) 

couMVO;......i~~:m~:,·-G«£WW_-~-------:~~~~~~-
B~orc me, the undersigned authority, on this day personally appezc:d ____ ~cJWJ:::......_..:......-d--~~:....:....~.:....:...=:;......;:.....:.--..:l·--------

•••••• ~ 
• 

known to me~o be the persons who~ names are subscribed to the foregoing instrument, and aclalowledged to me that they executed the same fo r the purposes and 
c:cnsidtt:ftlbfl~erein expressed. 

Given under my hand and se:ll o f off)~ this the_-'J.<---~-'----day of ~ ,19 9~ 
??1t!JUec:'frlCV1itftvc 

Not.M)' P..Jbtic in and for_ ....... U......::..el1;..."""'2;v0"'-.:.......-----

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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"EXHIBIT A" 

Attached to and made a pa rt of Oil and Gas Lease 
da ted August 19,-1998 by a nd between H-S Minerals a nd Rea lty, Ltd., 

as the owner of the soil, and Clay J o hnson, as Lessee. 

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

2. Lessee shall noti fy the owner o f the soil a minimum of24 hours before cutting any new road, if necessary, into or on the leased 
premises. 

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

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

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

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

7. Notwithstanding any other provis ions of this lease to the contrary, it is expressly understood and agreed that Lessee will not 
• "• j.ollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to noti fy the owner of the soil 
: • ..'[1 writing if fresh water is encoun tered 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 
: •. assigns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional 
c -damage to the owner of the soil's other land and crops. .-

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

: :•:e•~see shall fill and level off all slush pits and cellars and completely clean up the drill site o f all rubbish thereon . . .. r 
• 

1~:~:ssee further agrees that in the event of a dry hole or production from a well which production ceases and the abandonment of 
... .. .s~h well , or upon the abandonment of any well location, drillsite, tank battery site or roadway, the premises will be restored as 

nee.rly as reasonably possible to its former condition at the cost and expense of the Lessee, it being the intention of the parties 
•: • heteto that the Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease . 

• 
~ \... U l ll or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the owner of the soil with a copy 

• ofp y such document. 
•• •• •• . " 

CERTIFIED TRUE AND CORRECT COPY CER.w~EQ 
STATE OF TEXAS FILE 'NO . C1JO P 
COUNTY OF REEVES 1 1 
The above and loregomgJS a fu,HufRJcorriJ~a~~P~'c copy olthe 
ong,nal reco«< now in y lawlul custody and posseSSion as the same IS 

htedi 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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ACQUISITI8~~~~~~~JER OF THE GENERAL LAND OFFICE 11/3/98 
PARAGON #299:Lease Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in fu ll of 1/2 Lease Bonus Consideration due 
the State of Texas [or Oil & Gas Lease 
dated 08/19/98 from the tate ofTexas by Agent 
Virginia Glenn Hi ll Lauimore, James Robert Hill & John A. 
Styrsky, Co-Trustees of the l louston & Emma Hill Trust 
Estate, Virginia Glenn II ill Latt imore. Individually; & 
James Robert II ill, Individually. Lessor, in favor of Clay 
Johnson, Lessee, covering all of Sections 43,44 & 45. 
Block 59, PSL Survey, Reeves County. Texas. 

110 

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

I II • • • • •• 
•••• ' .. '' . • ., ... • • • .. ..._ ... 

• •••••• • • ... 
..,_.,.;: .. .. .. . ,,,, .. 
•• •• 

Checking Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 08/19/98 from the tate of Texas by Agent 
Virginia Glenn II ill Lattimore, James Robert Hill & John A. 
Styrsky, Co-Trustees of the Houston & Emma Hill Trust 
Estate, Virginia Glenn Ifill Lattimore, Individua lly; & 
James Robert i I ill, Ind ividually. Lessor, in favor of Clay 
Johnson, Lessee, covering all of Sections 43.44 & 45, 
Block 59, PSL Survey. Reeves County. Texas . 

"/; Cf-:J-I v 

> 13,500.00 

002838 
13,500.00 

13,500.00 
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ACQUISITICC~~~~~~~IER 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 
tbe State of Texas for Oil & Gas Lease 
dated 08/19/98 from the tate of Texas by Agent 
Meeker Investments, Inc., by Robert W. Debolt, 
President, & J.J . Meeker, Indiv idually, Lessor, in favor of 
Clay Johnson, Lessee, covering all of Sections 43.44 & 
45, Block 59, PSL urvey, 
Reeves County. Texas. 

110 

ACQUISITI~~WNER OF TilE GENERAL LAND OFFICE 11/2/98 
•PARAGON #299:Lease Bonus • • • ••• 
•••• • • • .. . 
•••• • • • ---­• • __ .,. 

• • • . \ .... 1 .. . 
••• • • 
\4.·.·.~ 

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

Checking Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the tate of Texas for Oil & Gas Lease 
dated 08/1 9/98 from the State ofTexas by Agent 
Meeker Investments, Inc., by Robert W. Debolt, 
President, & J.J . Meeker, Indiv idually. Lessor, in favor of 
Clay Johnson, Lessee, covering all of Sections 43.44 & 
45, Block 59, P L urvey, 
Reeves County. Texas. 

99014086 

A ooo.oo 

002821 
7,000.00 

7,000.00 
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ACQUISITI8~~~~~~~ER OF THE GENERAL LAND OFFICE 

PARAGON #299:Lcase Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in fu ll of 1/2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dhted 08/ 19/98 from the State of Texas by Agent 
Julian Wade Meeker, Daniell fill Meeker & Lawrence 
Ifill Meeker, Trustees UWO J.R. Meeker for the 
lifetime benefit of L.H. Meeker, Lessor, in favor of, 
Clay Johnson, Lessee covering all of Sections 
43.44 & 45. Block 59. PSL urvey. 
Reeves County, Texas. 

l/0 

ACQUISITI~~WNER OF THE GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus 

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

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

Checking Lease Bonus 

Payment in fu ll 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. Daniel Hill Meeker & Lawrence 
Hill Meeker, Trustees UWO J.R. Meeker for the 
lifetime benefit of L. ll. Meeker, Lessor, in favor of, 
Clay Johnson, Lessee covering all of Sections 
43,44 & 45, Block 59. PSL Survey. 
Reeves County, Texas. 

11/2/98 

99014077 

) 7,000.00 

11/2/98 002811 
7,000.00 

7,000.00 
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.ACQUISITI8~rSi~~m~~JER OF THE GENERAL LAND OFFICE 11/2/98 
PARAGON #299:Leasc Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in full of 1/2 Lease Bonus Cons ideration due 
the State of Texas for Oi l & Gas Lease 
dated 08119/98 from the State of Texas by Agent 
KPW Revocable Trust; MSW Revocable Trust; & 
MLH Revocable Trust, Lessor, in favor of Clay Johnson, 
Lessee, covering all of Sections 43.44, &45, 
Block 59, P L Survey, 
Reeves County, Texas. 

99014 06 6 

11U 

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

PARAGON #299:Lease Bonus 

.. .. 
~ . . 
'n :\1)": 
--. ... . ... . : 

:·, . ·-'~ 
" . ••• • 

• ·:--·": .. , ... : . .. .·.t· .. ·.-:: 
• • • •••••• • • 
Checking Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 08119/98 from the tate of Texas by Agent 
KPW Revocable Trust; MSW Revocable Trust; & 
MLH Revocable Trust, Lessor, in favor of Clay Johnson, 
Lessee, covering all of Sections 43,44, &45, 
131ock 59, P L Survey, 
Reeves County, Texas . 

} 6,187.50 

002801 
6, 187.50 

6,187.50 



1111\N Ht:~UUHvt:~, L .t'. -

ACQUISITICCI()M'iffi~~~'()% ER OF THE GENERAL LAN D OFFICE 

PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 
the Sloat~ of i'cxas for Oil & Gas Lease 

11/3/98 

dated 08/19/98 from the State of Texas by Agent 
Dorothy Jean Keen om. Individually & as Trustee of the 
Thomas II ill Puff Trust & the Nancy Puff Jones Trust. 
Lessor, in favor of Clay Johnson, Lessee covering all of 
Sections 43,44 & 45, Block 59. PSL Survey, 
Reeves County, Texas. 

/10 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 
ACOU!SIJ!Gfl.I..~~ER OF THE GENERAL LAND OFFICE 11 /3/98 • • ~v 

•pAfZAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 
• • •: •, the tate of Texas for Oil & Gas Lease 

• • • dated 08119/98 from the State of Texas by Agent 
• Dorothy Jean Keen om, Individually & as Trustee of the •••• 

:: 1 ::: Thomas IIi II Puff Trust & the Nancy Puff Jones Trust. 
• • • , Lessor, in favor of Clay Johnson, Lessee covering all of 

::•:•: Sections 43,44 & 45, Block 59, PSL Survey, 
•: • Reeves County, Texas . . 

• •••••• • •• • . . .. 
• •••••• • • 

• ...... 
• • 

• •••••• • • 

Checking Lease Bonus 

6, 187.50 

002827 
6, 187.50 

6, 187.50 



1 111'\1'1 nc;:,vunvt:i:>, L.t'. v 
ACQUISITie~J&~~~~~~ER OF Ti lE GENERAL LAND OFFICE 11 /2/98 

PARAGON #299:Leasc Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in full of 112 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 08/19/98 from the State of Texas by Agent 
Windi Phillips 1983 Trust, Philip J. Boschetti & John L. 
Marion, Trustees, Lessor, in favor of Clay Johnson, 
Lessee, covering all of Sections 43,44, & 45, 
Block 59, PSL Survey, 
Reeves County, Texas. 

}1U 

ACQUISITI~~~~ER OF TilE 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 ofTexas by Agent 
Windi Phillips 1983 Trust, Philip J. Boscheni & John L. 
Marion, Trustees, Lessor. in favor of Clay Johnson, 
Lessee, covering all of . ections 43,44, & 45, 
Block 59, PSL Survey. 
Reeves County, Texas . 

9.Qf.oJ97 

99014062 

~ 3,500.00 

002797 
3,500.00 

3,500.00 



ACQUISITION CHEC,KlNG v 
• COMMISSIONER OF TilE GENERAL LAND Of'FICE 

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 08i19/9S from the State of Texas by Agent 
H-S Minerals & Realty, Ltd., Lessor, in favor of Clay 
Johnson, Lessee, covering all of Sections 43,44 & 45, 
Block 59, PSL Survey, Reeves County, Texas. 

ACQUISITI%~R,~~ER OF THE GENERAL LAND OFFICE 

PARAGON #299: Lcase Bonus 

.. _.. 

::::~z ••• •••• ....... ! ...... 
•• ... • 4 

.., .. (, . 
• • •• vee • 

• & ••••• • • .. • • ....... ... , ._. 
• • • ........ ...... • • 

Checking Lease Bonus 

Payment in fu ll of I /2 Lease Bonus Consideration due 
the State ofTexas for Oil & Gas Lease 
dated 08/ 19/98 from the State ofTexas by Agent 
H-S Minerals & Realty, Ltd., Lessor, in favor of Clay 
Johnson. Lessee, covering all of Sections 43,44 & 45 . 
Block 59, PSL Survey, Reeves County, Texas . 

~? J-1 

11/3/98 002850 
562.50 

99014114 

~ 562.50 

11/3/98 002850 
562.50 

562.50 



1111-11-. Mt=o::>VUMvt=o::>, L.l"" .j -' 

~CQUISITI~~M~~~~~~ER OF THE GENERAL LAND OFFICE 1113/98 
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 fo;~ Oil & Gas Lease 
dated 08119/98 from the State of Texas by Agent 
Hill Investments, Ltd., Lessor, in favor of Clay Johnson, 
Lessee, covering all of Sections 43,44 & 45, Block 59, 
PSL Survey, Reeves County, Texas. 

ACQUISITI~~~~ER OF Ti lE GENERAL LA D OFFICE 11/3/98 
PARAGON #299:Lease Bonus 

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

t, ••• • 
• • • • •• •••••• • • 

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

Checking Lease Bonus 

Paymcm in full of I /2 Lease Bonus Consideration due 
the State ofTexas for Oil & Gas Lease 
dated 08/19/98 from the State ofTexas by Agent 
Hill Investments, Ltd., Lessor, in favor of Clay Johnson, 
Lessee, covering all of Sections 43,44 & 45, Block 59, 
PSL Survey, Reeves County, Texas. 

562.50 

002835 
562.50 

562.50 



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

• • • 
•••• · ... ,\ . . 

• • • • •••••• • • 
• . . 

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



Texe.3 General 
Land Office 

David Dewhurst 
Commissioner 

Stephen F. Austin Building 

1700 North 
Congress Avenue 

Austin, Texas 
78701-1495 

512-463-5001 

August 13, 1999 

Attn: J. Robert Ready 
Titan Resources, L.P. 
500 W. Texas, Suite 500 
Midland, Texas 7970 1 

Re: RELINQUISHMENT ACT LEASE No. M-100246 
Sees. 43, 44 & 45, Blk. 59, PSL ur. 
1920 gross ac./1780 net ac. Reeves County 

Dear Mr. Ready: 

The certified copy of the Relinquishment Act lease covering the above 
referenced tract has been approved and fi led in our records under mineral fi le 
number M-1 00246. Please refer to this number in all future correspondence 
concerning the lease. 

Your remittance of $44,500.00, has been applied as the state's portion of the 
bonus, the processing fee and the filing fee. Please let me know if you should 
have any questions. 

Sincerely, 

fi~ k /;{ '""' j 
Drew Reid f l td1 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

MS/DR 





Check # 101286 
Property Id I MMS Eff. Date Recording Information State County I Parish 

TX299-389-270-001-00 08/ 19/1998 11/ 09/98 BK 596 PG 701 ENTRY 003082 TEXAS Reeves 
M-100246 

Property Name I Lessor 
State of Texas, act1ng by and through its agent, Windi Phillips 1983 Trust, Philip J. BoschettJ and John L. Marion, Co-Trustees 

• 
Property Legal Description 

Block 59, Public School Land Survey 
Section 43: All 
Section 44: All 
Section 4 5: All 

QO 61391 

X~f1 
oc 

Payee Name 8t Address SSNI TaxTd Nuftlber 
State of Texas, acting by and through the 
Commissioner of the General Land Office Federal Tax Withheld 
1700 N. Congress Avenue 0.00 
Austin, TX 78701 

Account Number 

Total Bank Charges 
0.00 

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

08/ 1912000 12 Delay Rental 70.00 0.00 

••• 
• •• •• 

I I 0.00 0.00 • 
• ••• • 

I I 0.00 0.00 • • 
• 

• 
I I 0.00 0.00 •••• • . . .. 

•••• • 
I I 0.00 0.00 

Instructions to depository: you have been designated as depository for the above descnbed payment(s). Please cred1t the proceeds thereof to the parties 
named and in the amounts indicated. Should any difficulty anse, make the deposit in a special account, and contact us immediatei'N ~ 1 Q 12 8 6 



••• • • • • •• 
• 
• ••• • 

• • •••••• • 
• 

• •••• • 
•••• 

• •••• • 
•••• 

I I 



Check # 101288 
Pr<:;>erty Id I MMS Eff. Date Recording Information State County I Parish 

TX299-389-270-002-00 0811911998 11109198 BK 596 PG 611 ENTRY 003072 TEXAS Reeves 
M-100246 

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

Property Legal Description 
Block 59, Public School Land Survey 
Section 43: All 
Section 44 : All 

6'1. 400 Section 45 : All oo 

~ l~P15 
Payee Name & Address SSNITafr 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 
Au5tin, r.< 7e70l ---AccounfNumtie'r-· ---

, 
Total Bank Charges 

0.00 .. 
P~~ot Period Payment Amount Bank Service Property Property 
Du~pjle (in months) Description Due Charges Sub-Type Sub·Id 

08~la£1tl 12 Delay Rental 123.75 0.00 

• 
• r-----

•1 I • 0.00 0.00 

! I 0.00 0.00 

• • • • •• 
r- I I 0.00 0.00 

I I 0.00 0.00 

Instructions to depos1tory: you have been des1gnated as depository for the above descnbed payment(s). Please cred1t the proceeds thereof to the parties 
named and in the amounts indicated. Should any difficulty anse, make the deposit 1n a speCial account, and contact us 1mmed1atei'N ~ 1 Q 12 8 8 



(:P· ~ ., ' 

: 1 I 

•••• • • •••• .... 
• • •••• 

• 
• •••••• • • 

• 
•• • • • • •• • 



Check # 101290 
Property Id I MMS Eff. Date Recording Information State County I Parish 

TXL'99-389-270-003-00 0811911998 11109198 BK 596 PG 393 ENTRY 003048 TEXAS Reeves 
M-100246 

l_ 
Property Name I Lessor 

State of Texas, acbng by and through its agent, Julian Wade Meeker, Danrel H1ll Meeker and Lawrence Hill Meeker, Trustees UWO J. R. Meeker for Ufetlme 
Benefit of L. H. Meeker 

Property Legal Description 
Block 59, Public School Land Survey 
Secbon 43: All 
Secbon 44: All 

61386 Section 45: All nQ 
~ 

00 
'X ) Lj / 

~· 
Payee Name & Address SSNITax Id Number 

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

Total Bank Charges 
0.00 

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

0811912000 12 Delay Rental 140.00 0.00 

•••• 
/ .. 1·· 0.00 0.00 
•••• • • •••• 
I •I 0.00 0.00 ..... : 
• • 
l •t . 0.00 0.00 

• 
• •• . ~ ... 0.00 0.00 

Instructions to depository: you have been des1gnated as depository for the above descnbed payment(s). Please cred1t the proceeds thereof to the parties 
named and 1n the amounts ind1cated. Should any difficulty anse, make the depos1t 1n a speoal account, and contact us 1mmed1atei'N ~ 1 Q 12 9 0 



;f{ 

•••• • • •••• .... 
• • •••• 

• 
• •••••• • • 

• ••• • 
• 

•• • • • • •• • 



Check # 101292 
Prqperty Id / MMS Eff. Date Recording Information State County I Parish 

TX299-389-270-004-00 08119/1998 11/ 09198 BK 597 PG 105 ENTRY 003124 TEXAS Reeves 
M-100246 

-
Property Name /lessor 

State of Texas, acting by and through its agent, Meeker Investments, Inc., by Robert W. Debolt, President and J. J. Meeker, Ind1v1dually 

Property Legal Description 
Block 59, Public School Land Survey 
Section 4 3: All 
Section 44: All 
Section 4S: All 

QO 61407 

X Ji/ 
co 

?\ 

Payee Name 8t Address SSN/ Tax Id Number 
State of Texas, acting by and through the 
Commissioner of the General Land Office Federal Tax Withheld 
1700 N. Congress Avenue 0.00 
Austin, TX 78701 

Account Number 

Total Bank Charges 
0.00 

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

08/ 19/2000 12 Delay Rental 140.00 0.00 ••• 
• 

. : . 
I I 0.00 0.00 • 

: ..... 
• 

I I 0.00 0.00 

• • •••• .... 
I I 0.00 0.00 • •••• 

I I 0.00 0.00 

Instructions to depository: you have been designated as depository for the above descnbed payment(s). Please cred1t the proceeds thereof to the part1es 
named and 1n the amounts 1nd1cated. Should any difficulty anse, make the deposit 1n a speoal account, and contact us 1mmediatei'N ~ 1 Q 12 g 2 



••• • • • • •• 
• . 
••• • 

• • ·····: 
• 

•••• • • •••• 
•••• • • •••• 



Check # 101294 
PrOpEl,rty Id I MMS Eft. Date Recording Information State County I Parish 

\ IX299-389-270-005-00 08119/1998 11/ 09/98 BK 596 PG 449 ENTRY 003054 TEXAS Reeves 

M-100246 
\___ 

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

Property Legal Description 

Block 59, Public School Land Survey 
Section 4 3: All 
Section 44: All 
Section 45: All 

. nn 61406 ... -.~ 

XI'Q375 
Payee Name & Address SSNIJisx Id Number 

State of Texas, acting by and through the 'iT 

Commissioner of the General Land Office Federal Tax Withheld 
1700 N. Congress Avenue 0.00 
Austin, TX 76701 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 123.75 0.00 

•• 1.!. 0.00 0.00 . 
•••• • • 

I. I 0.00 0.00 

• •• ••• • . • 
I I 0.00 0.00 

• 
.. f .t • . 0.00 0.00 
••• 

Instructions to depository: you have been des1gnated as depository for the above described payment(s). Please cred1t the proceeds thereof to the parties 
named and 1n the amounts Indicated. Should any difficulty anse, make the depos1t 1n a special account, and contact us 1mmed1ateiYN ~ 1 Q 12 9 4 



•••• • • •••• 
•••• • • •••• 

• 
: ..... 
• • 

• 
•• • • • • •• • 



Check # 101296 

.I 
P1 ~perty Id I MMS Eff. Date Recording Information State County I Parish 

TX299· 389·270·006·00 0811911998 11109198 BK 596 PG 584 ENTRY 003069 TEXAS Reeves 
M 100246 

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

Property Legal Description 
Block 59, Public School Land Survey 
Section 43: All 
Section 44: All 

61410 Section 45: All nn 
~-

./ 

X J J 

~s 
I 

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

Total Bank Charges 
0.00 

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

0811912000 12 Delay Rental 11.25 0.00 

I I 0.00 0.00 
' ,J J - - c.:- •• • 

I I L 
.. .,. 

0 .00 0.00 • ..·. --
- _..., • 

,- : : ") • 
I I I 

r' 
( ::: 0.00 0.00 • 

(_ I ' • • ,.. •••••• 
I • I ( '1 ., • 

I I l r~ - 0.00 0.00 
. 

'-

:-:l • •• •• • ...;.) I 

InstructiOns to deposttory: you have been destgnated as deposttory for the above described payment(s). Please credtt the proceeds thereof to the Pc!rtle~ . • 
named and tn the amounts indtcated. Should any dtfficulty anse, make the depostt tn a spectal account, and contact us tmmedtatei'N ~ 1 Q 12 g 6 



!1 

••• • • • • •• 
• 
• ... 
• 

• • •••••• . 
• 

•••• • • •••• 
•••• • • •••• 

. , , 



Check # 101298 
Property Id / MMS Eff. Date Recording Information State County/ Parish 
TX299-~89· 270-007-00 0811911998 11/ 09198 BK 596 PG 485 ENTRY 003058 TEXAS Reeves 

M-100246 

Property Name I Lessor 
State of Texas, acting by and through its agent, Virgm1a Glenn H1ll Lattimore, James Robert Hill and John A. Styrsky, Co-Trustees of the Houston and 
Emma H1ll Trust Estate; Virginia Glenn H1ll Lattimore, Ind1v1dually; and James Robert Hill, Individually 

Property Legal Description 
Block 59, Public School Land Survey 
Section 43: All 
Sect1on 44: All 

61394 .. Section 45: All no ....., 

oa 
X ~ 

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

Total Bank Charges 
0.00 

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

0811912000 12 Delay Rental 270.00 0.00 
. 

••• • 

I I 0.00 0.00 _:·· .. 
• 

•••• 
I I 0.00 0.00 · .... 

•••• • •• •• 
I I 0.00 0.00 

I I 0.00 0.00 

Instructions 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 depos1t 1n a spec1al account, and contact us 1mmed1atel~ ~ 1 0 12 g 8 



I 

\ 

~ 
0 z 
~-

i-

••• • • • ••• 
• 
• ••• • 

• • •••••• • 
• 

•••• • • .... .... 
• • •••• 

, fJ." 
'·· f 

$ 

~ I ,., 
c: 



Check # 101300 
Property Id I MMS Eft. Date Recording Information State County I Parish 

TX299 389-270-008-00 08/ 19/ 1998 11109/ 98 BK 596 PG 755 ENTRY 003088 TEXAS Reeves 
M 100246 

L 
Property Name I Lessor 

State of Texas, acting by and through its agent, H-5 M1nerals and Realty, Ltd. 

Property Legal Description 

Block 59, Public School Land Survey ·, 
Section 43: All 
Section 44: All 51385' Section 45: All no ...... 

---
'/ I I ;2~ 

~ 

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

Total Bank Charges 
0.00 

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

Ci>1M~oo 12 Delay Rental 11.25 0.00 ·-.. 
••• • • • 

I I 0.00 0.00 

• ••• ••• • . 
J I 0.00 0.00 

• 
• .· •/' j 0.00 0.00 

••• 

I I 0.00 0.00 

Instructions to depository: you have been des1gnated as depository for the above descnbed payment(s). Please cred1t the proceeds thereof to the parties 
named and 1n the amounts indicated. Should any difficulty anse, make the deposit 1n a spec1al account, and contact us 1mmed1atei'N ~ 1 0 13 0 Q 



•• •• • 
• •• •• 

••••• 
• •••• 

• 

• ••• • 
• 

•• • • 
• • • • • 


