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A Aug 19 1998 
B Aug 19 1998 
c Aug 19 1998 
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Lease :.:£/ 
Admin:~ 
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40.83 
81.67 
81.67 

Status 
-------
ACTIVE 
ACTIVE 
ACTIVE 

STATE LEASE MF100249 

CONTROL BASEFILE COUNTY 

07-104180 153248 - REEVES /195 

SURVEY PUBLIC SCHOOL LAND 
BLOCK 56 
TOWNSHIP 00 
SECTION/TRACT: 44 
PART s I "1.A6 Ac.. . 
ACRES 245.00/204.17 net ac. 
DEPTH LIMITS NO 

~ 
LESSEE JOHNSON, CLAY i 
LEASE DATE Aug 19 1998 
PRIMARY TERM 5 'yrs 
BONUS ($) 0.00 
RENTAL ($) 1. 00 
ROYALTY 0.18750000 
VAR ROYALTY 
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TEXAS GENERAL LAND OFFICE 

GARRY MAURO 
COl\1MISSIONER 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: 28 

Survey: T&PRYCO 

Prim. Term: 5 years 

Royalty: 3/16 

Consideration 

Recommended:E>azs 9 51 • .98 
Not Recommended: --- -
Comments: 

Lease Form 

Recommended: fbH:/.;r, 
Not Recommended: - ---
Comments: 

Block: 56 

Bonus/Acre 

Rental/ Acre 

DATE: 09-Sep-98 

Base File#: 91353 

Abstract: 2214 

$50.00 

$1.00 

Spencer Reid, Senior Deputy Date: q -It- tff 
Recommended: 51L 
Not Recommended: - ---

Garry Mauro, Commissioner 

Approved: G1A1 
Not Approved: ___ _ 

Date: ------
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Traa:tm# 

LBsscr: - Me eke•, J .;:t:-

LBsso8: Clay Johnson 

lfASE IESCRFTlON 

CWrty 

REEVES 

BasaFIIINo 
91353 

REEVES 153262 

REEVES - 153248 

TERMS OfHRED 

Prmry Tll'm: Is years 

Blnls/ Aa'8: $5o.oo 1 

Rarta/ Aa'8: $1 .oo 1 

Roy~: 13/16 

COMPARISONS 

Mf# lBss88 

RAL REVIW SHEET 

L. Collier 

8/19/98 II: 0 

162.5 

Prt /,CfD ...4c... k. llfD Twp ln8y Abst# 
N/2 NE/4 & SE/4 NEI 28 56 02S T& PRY CO 2214 

/2.2.,$ D lc-~, 
S/122.5 acres of E/2 31 56 00 PUBLIC SCHOOL i..AND 6007 

2.#-S · ~ . 
S/245 acres 44 56 00 PUBLIC SCHOOL LAND 5997 

/l!>C1.50 

TIRMS RRIIfMDID 

Prmry T 11'111 Is years 

Blnla/Aa'll $50.00 

RIIJt&l Aa'8 $1 .00 

Roy~ 13/16 

Data Tll'lll Blnls/Ac. Rlllta/Ac. Roy~ llstB:a 

I II I II I I Lastl.Basa 

[-ll I Jl I I 
I II I · II I I 
I II I II I I 
I II I II I I 

l:ooJIBrtJ: !Gross acres 487.5. First & second year rental $1.00, third & fourth_ y!._e_ar_re...:....n..:..:ta...:....l $:...:1..:.;6 . ..:.;67:....:... _____ .....J 

Wednesday, September 09, 1998 





~ · 
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Gcocrtl L.zad Office 
Re.lloqoi,bmor Act Lu.sc Form 
Rcvis:d, September 1997. 

OIL AND GAS I.LA.SE 

nns AGREEMENT is m3de =d entered into this 19 d~ of August 19~ berw~ ~ Sut.: pfTc:.as.,_=in.z by and through its 
agent. Windi Phiqlips 1983 Trust, Phmp J. BOschettl anu uohn L. Manon, co-Trustees 

of 
801 Cherry Street, Sulte 1500, Fort worth, Texas 76102 ~da.gc:.nr 

(Give: Pmnancnl Adt!:=) 
herein referred to as the ownc:r of the: soil (w!K<.hc:r one or more), and. _ __;C~,o...Jlwa11Jyc.._.IJJuo.LhUJ.D.L.S;;;u.OLDu..... __ .......,. _ ___,~-=--------

2 03 W . Wal 1. Snt. i P 800 of 

he:-e ina.fter C311 e d Les.see. 

MfdJand Texas 7Q7QJ 
(Give Pc:rm.amntAd~) 

1. GR.AJ-.c'TING CLAUSE. For and in con.sidention of the amounts suu:d below znd of the covenantl and agytt=ts to be paid, kept and pcT(ormed by 
Lessee under this lease, the State ofTc:x.:r:s acting by :LOd through the ownc:r of the soil. baeby grants., l= and lets unto Lessee, for the sole and only Pt.tr,lOSC of 
prospeeting and dr.lling for and producing oil and g:LS., laying pipe lines, building l:ulk.s, storing oil wd building power sr.uions., tt:lepboce lines and ott:e: mu~ 
thc:reon, to produ~. save, take:= of; ~ and transport said producu oftr.c le:ue, the following la.od.s situ::u.ed in ReeveS County, StaLe 
ofT c:us, to-wit: 

The South 245 acres of Section 44, Block 56, PSL Survey . 

cont:!.inin,.g __ _.:2::....::4:.:5::_ __ =· mere or less. The bonus consideration paid for this le.::.se is J:S follows: 

••• • • • ••• 
•••• • • • •• • 
• 

•••• • • •••• 
• •••••• 

To the State ofT =:·_..1.0JJ.n..l!e;:_ThJJ..l.I..I0!.1.1Ul>;;Su;au.n~d.L-Tw~e.:.n~..~..J.,t~y--"au.n.c.d"'--l8..L2"-'-/..L) l.IQ:J...Q======-;::-;::-:.::-:.::-:.:-:.:-::.;-=-==--;::-;::-:.::-:.::-:.:-:.:-::.;-::.;-::.-==--.;::-.;::-:.::-~-
Dollan (S 1 • 020 82 ) 

To the o~c:roflhe soil: One Thousand Twenty and 82/100-----------------------------------
Dolla:-s (S 1, 020 . 82 ) 

Toul bonus conside'3tioo: Two Thousand Forty one and 64/100-----------------------------­
Doll:JTS (S. __ "'-2Ll, Owl.!4:t..1L•LI6J!4:t.__~) 

T!!e to~ bonus ecnside ratioo paid rcpre:sot:s a bonus of, __ Fui..<fl..tJ.c.Jy~gaun.~.:du......JN.l.lJOu/~1.1.-Q.l..LlO..~..=.c=.:=:..=.;~:,;::;,==-==-=.::...:=-=c=.:=:.==..::.=..=..:=-= 
• Dollars (S 50. 00 ) per acre, oo 40 . 833 net a.ces. 

······ . • • 2. TE:t.\1. Subj::t to the other provisions in this l:JSe, this lcJSc: shall be for :1 term of Five ( 5) y ears from this d.ue 
O.c;.r;i.~lcd ' prim:llj' term") :lnd as loog th~~aftcr as oil and gas, or e:ther ofthc:m, is produced in paying qu:lll titi ::l from said l:u:d. 
As-used~ this le:lSe, the term ' produc:d i.:l paying quantities' means that the re~iprs from the sale or otha :lllthcriu:d co=rcial use of the substan~{s) covered 
aceed our of pocket opcntion.JJ c:tpc:= for the si:c months lm past. 

3 DeJa~· R~ntals · !foi l or gas in paying quantities is not being produced from the premises on the first anmHrsar: date of this Lease and there 3re then no dnlhng 
operations being conducted on the prem1ses, then th1s lease shall terminate unless, on or before such :lllnlvcrsar:· date. Lessee shall pay, '1: d1rectly 10 tr.: o"na of th~ soli 
and a like amount paid or tendered to the C0:-..1:-.tiSSIONER OF THE G8-:ERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTr.-1, TEXAS. a delay rentalu1 
the amount specified in the following schedule multiplied b) the number of a~res then covered b~ th1s lease. ''h1ch pa~ mcnt. "hen timely made, shall conti1:uc 1h1s lease for 
a period of one ( 1) addnional )Car In like manner and upon pa~ment of the an1ounrs set outm the following schedule. this lease may be funher continue lor successi'e one· 
year periods during the primary tcm1 of th1s lea.se prov1ded that pa~ment is m::!dc: on or before the Jnnl\ ~rsary date 

Annivers~rv Dare Del:t' Rental pc:r Acre 
~~t s 100 
Second S 1.00 
Third S 16.67 
Founh S 16.67 

True aAE:I 6eFFe6t 
copy of 

Original filed in 
Reeves County 

Clerks Office 



.. 
. 4.. P!tOOUCllON ROYALTIES. Upon production of oil 3t1Clor gas.. l..tssc: agrees to pay or cause to be paid one-half ( 112) o f the royalty 

prov1~ed for Ill this le:ue to the Commissioner of the General Land Offi~ of the St.ll.e of Texas., at Au.stin. Texas, a11d one-half (112) of sue b. royalty to the OWll f 
the soli: CTO 

(A) OIL. Royalty payable o n oil, whic."l is de5.ned as including all hydroc:~rboru produc:d in a liquid form :n the mouth o f the well iUid ~ ;u all 
conderu~. distili:JU:, a11d other liquid ~ydrocarboru r:-...overcd-trom oil or g:u run thioU&J! a scpanu:r or other equipme:lt, as be:"Cinai'...:.: provided, shall be 

3/16 part of :be gross produdon o r the market value thereof, at the option of the owner of the soil or t.."lc Commissionc::r of the 
C-:::Jcral Land Offic:, such value to be de-..u:nincd by I ) the highest pos-.ed price, pi u.s prcmiwn, if UJy, otfcr:d or paid for oil, condcru;u.c, distill at:, or o ther liquid 
hydro<:.vboru, n:.spectiv~, of31ikc type md gr.Ivity in the goe.-al ar.:.1 whe.-e produc:d 3tld when run, or 2) tl::e hi&h~ m:!rl:::t pri~ thCT:Ofo!fcnd or paid in th 
gc:Jcral an:a when: produc:d 3tld when r.J.:l, or 3) the gross proc:cds of the sale thcreo(, whic.'lcver is the~· L.:sse: ~that be fcre any gas prtxiuc:d from cthe 
le::ued premises is sold, used or jlro=d in a plant, it will be run free of cost to t.'le royalty owcc:-s lhrou&J! an adequate oil a.cd g:u separ.uor o f conventional type. 
ot..'ler equipment at least as effic:cnt, so L'lat all liquid hydrocar';)ons recoverable from the ps by such m= will be rct:ovcr.::i TI.c rcc;uircmcnt that such gas be ru:r 
through a scpar.uor or other equipment llU)' be waived in writing by the royalty owner:; upon such terms iUid conditions :u they pr:sc:ibe. 

(B) NON PROCESSED GAS. Royalty on a11y gas (including Dan:d gJS), which is defmcd as all hydro<:.arbor..s and g:!.Seo us substances not dcfmed 
as oil in subparagraph (A) above, produc::! from any well on said land (e-xcept as provided hc:rc:in with respect to g:!S proc~sd in a plant f~ the at:r.u:tion of 
g:lSOiine,liquid hydroc:!rbons or ot.'ler products) shall be 3/J 6 part of the uoss prcduC'Jon or the :narlcet vall.le thereof, u the option oflhe 
owner of the soil or the Commis.sionc:- of U:.: Gcncr.ll La.nd Offic.:., such value to be: b:ued oo the hi&ilcst m:I/Ut price paid o r offe:ed for g:u of comparable qtU!ity U! 
the gc:ncn.l :u-~ where produc:d and when run, o r the gross price paid or otrerc:d to the produc:r, whicllcvCT is the grc.:u.:r; provi~ed that the maximum p~ base 
in me: miring the gas under this IC3Se shall oot at any time exceed 14.65 pounds per squ.:= inc. 'I ab<....olut; Slld the sta.lldard bas: tc:npcr.u:ur: sh:1l.l be 3\xty (60) 
degrees Fahrenheit, corr=tion to be made: for pressure a.c::ordi.og to Boyle's uw, and fo r specific g;;Ivity ~rding to tests mz.c!e by the Balance Method or by the 
mcst approved method of testing being used by the industry 31 the time oh::sti.'lg. 

(C) PROCESSED GAS. Royalty on 3tiY g:u p~ssed in :1 gasoline pl3tlt or other plant for L'1e recovery of p solinc or other liquid hyc!roC.lrbons 
sh::lll be 3 /1 6 pan of t.'lc: residue gas ilnd the liquid hyd.rocuboru cxtractcd or the rru.rX=t va.h:e therc:of, at the option of the 
owner of the soil or :he Commissioner of :he Gc:Jc:ra.l L.lnd Cff:c.:... All royalties due hc:ein sh:l!l be b:ued on one hunc!rcd pcr-- :11 ( 1 00~'.) of the total plant 
prcduction c.fn:sid~:c gas a.ttr.bucblc tops produc.:d from this !e:uc, :i."ld on fifty pcrcot (SO%), or th31 percent ac:::uing to ~sc:.. whic:~:vcr is the g:-c~r. of the 
~t.ll plant production ofliql.lid hydrce:llxns .l.ttribuublc to L"lc g35 produ~d from this lc:ue; pro vied that if liquid hydroc:uboru JrC r.:::overc:d from gas pro=ed 
in a plant in wt:ic."l lessee (or its p.lrt:lt, subsidiary or £tii:u:) owns 3tl int:rcst. then the pe:c::Jt.Jge :lfpli~le to :i-.uid hydrcQri;;ons shall be: ftfty PfCC:nt (50%) or 
tb: :1ighcst pc:c::nt ac:::uing to :1 third ;>ar.t p:-oc:.ssing g:u Luocg..': such ;>la::t under n ~roc:ssing J~:nent oegoca:e:i at Jim's le:Jgt.'J (or if thc:e is no sue~ third 
par<'J, the higf:= pe:-cent t.'len hing !pcci!i::d in ;>rocessing ::;re=c:nts or contrac~ in the :neustry), wl:ic!Jcv: .r is :he gr::ue-:. The respective roy:l!ties on r:s idue gl.S 
311d on liquid hydroc:J.rbons sh:~...l !x: de:c::-::Und by I) th: h ig.1es: t::l:!rl::c: pri~ paid or ot:er:d fo r any g:u (cr liquid ;,ydroc:lrl:cru) of companble quality in :he 
genenl :uc::~... o r 2) the: g;oss pric: paid or cJ:er::i ior sue!:! res:~ue g.as (or the weight.ed OJV:.rag: 6!1)S.S s.elliog ;>ric: ~or the respe::-:ive gn.Ges ofliqu id hydroc31bons), 
w~i~!lcver is L'lc gr~r. In no event, how: vc:-:, shall the royaJ::es payable: u.'ldcr t!l is p~h be less th:m the royalties which would have be::l due h:u! the gl.S not 

• \c~n Jlroc:.ssed . • •• 
• • •! • • (D) OTriER P!tODUCTS. R.cyalty on c:U:,On bl:.ck, sul;::hUI or 311Y other prc duc..s produc:d or mwuf:~c:ur:d from g:u (c- ~ . eng liquid hyc!rodboru) 
Mlc:h~: said g:u be ·c~;ng;~e:Ld," ' dry, · c r :my otter 6lS, by f;-;!c:icnati:;g. bl!Illing or my other ;:rc=sing sh~l be .3/J 6 pa."t of :he 
glt:ss productio n ofs~;c!1 i)roduc:s, or the mark~t v:llue th:r:of, u L"le ::piion of the owner of the soil or the Co=issioner oftl:c Gc:1e:-al Land Office, suc."l :n3rlc:t 

• ~ !~ \P be det::mincd as ~ollows: I) on t.'le basis of L':: higl:est :narkct rric: of e :1c!l produc:: for :1:: same month in whlch sue!'! product is produc:d, or 2) on the 
bui'S~f the averag : grc!s sale pric: of e:1e.'l ,?roduc: for the: s:ur.e m o nth in which such produc~ ar: jlroduc:d; whic.'levc:r is the gre:u.er. 1 

• I 
•••••• • • S. MINIMUM ROYALTY. Dur.ng 311Y yeu :!ftc: the :xpir.~tion of the primazx;.cr.n of this lease:, ii this lc::tSe is maint;Jinc:d ~y production, the royalties 
p~ under this lease in no e vent sh::JI be Jess than an amount eqw.l to the tot.:l.l annual dclny rent:ll herein provid:d; o t..'Jcrwisc, there shcil !>e due a.nd ;Jlyablc on or 
be!'cre W1e last d:1y of the :nonth suc~edin g the anniver:;:uy d31: of this lc:ue a sum : qual to the toul iUUlUal rent:!llc:ss the ;unc unt of royalties p:~id during the 
~rt!lcflh ye:u-. H"PJJeg~:sph J of this lc:xsc docloot lpc.if) a dcl:sy 1e .. t:s! ;]j. ,o tlut; then for the pur;:oscs o f this p~ph, t."le del;1y rt:Jtal mount shall be one 
do llu (~1.00) per acre. 
•••••• • • 

6. ROY.\L TY IN KIND. NorwiL'-..standing a.ny other provision in this le:ue, at :my time or from tizr.e to time, the owner o f the soil or the Commissioner 
of the Gc::1c:ral L=d om~ may, at the option o f cithe:, upon no t Jess than sixty (60) dJys no tic: to the holder of the lc:a.se, require that L'lc payment of il11Y royalties 
:scc;-.Jing to sue!'! royalty owner under :.'lis Jc:ue be made in !end. The owner of the soil's or the Comn::issionc: of the c~ner.ll ~d Offic:'s right to ulc: its royllty in 
kind sh:lll not diminish o r neg3U: the owr.e: o f the: soil's o r the Commissioner of the General L3t1d Offic:'s riY,tS or Lessee's oblig:uions, whether C:XjlrtSS or implied. 
und:r this lease . 

7. NO DEDUcnONS. Lcsse: ~:s th31 :Ill royalties a.c::.."'.l ing under this lc:ue (including those paid in kind) shall be wiL"lout deduction for t.'le cost o f 
prod'Jcing, gathering, storing. se jl=ing, tn:~g. dehydrating, compressing. proc.:s.sing, tr.l.ruporting, and oth~..se m:lking the oil, g:u and other produc-::s · 
her:'Jildcr ready fo r sale o r usc:. Lessee :tg;e-..s to com puLe 311d pay royalties on the gross value rcc::Ved., including J.nY re:mbur;ements for sevct3flce t:IXCS :IIld 
production rtl;tted costs. 

8. PLA.'IT Fl.JEL A."'I RECYCLED GAS. No royalt"J sh:l!l be payable e n iln}' g:u as may represent this Je:ue's proportionaL: sha:rc of any fuel u.sed to . 
process gJS prodcced hereunder in 3tiY prcc:ssing pi311L NorNit."..s~ding a.'ly other provision o f this le:uc:, ou:d Sl.lbj ect to the wrincn consent of the owner of the so•l 
and :he Commissioner of the: General L311d Office, Lesse: nuy r.:cyc!e g:u fe r gas lift puf?O~es on the: ieased prer:1is es or for injection into :ltlY oil or g:u jltoduC:ng 
forr.1:1tion underlying the lc:uc:d ptCTnis:.s :1...-":r the liquid hy<!roc:uboru CO:Jui.,ed in the: gJ.S have be::1 remo ve d; nc royalties shall be pay:l.bl : on !he recycled gas 
until it is produc:d and so ld or u.scd by L:.::.sc:: in a mJJUlcr whic~ c:~tit.les the roy::l.!ty ownen to a royalty und:r this lc:uc:. 

9. R O YALTY ?A 'nv!ENTS A.. 'ill REPORTS. AI! ro v:lltics not t:lken in kind shJ.ll be paid to the: Com.7lissioncr o f L"lc Gcnc:-.J L.lnd Offic: 31 At:Stin, 
Tex:u, in the following m:u·.ncr. • 

PJ:-mcnt of roy::Jty on ;:rodu~:on of oil and gas shall i::e J.S prov: d:d in U:: rules set for .. "l in the T:~JS Register. Ru.l cs c=:ltly prov!c!: L'lat royalty on oil is due 
and mu.st 'tx: rcc: iv:d in the C-c:JcnJ Lane C ff:ce on or l:dvre :.'1e St.h day of the scc.,nd mcnt.'l s::c:::::::i:l;! t.'lc r::on :.."l o f ;>roc!uc:io n. 311d r:;v:llty on gJ.S is d~:: ~d 
mu.stl:c rece ived in the: c~:-~e::ll LJild Offi ::..: o n c r be fore L'le l ~ t.'l d:.y o f t.'le second monL'l suc~dlng !he mcr:t.'l of;:roduc:ion, a.::::c~r. ;:;u;ic d by t.r.c ~1idYtit ~~the f 
own::. man J.gcr o r other 3Ut.ho riz: d :~g: :Jt, ccr::pl:tc c! in t..1c fo rm :1nd m3tlner pr:scn bcd b:- the Ci-::1: :::1.! L:Jr.J OrT:ce :111d showing the g::css amount 311d clsy~SIII~~ 0 

all oi l :~r.d gJS p roduced JJ1d the mukct value: o f the oi l ar.d gJ.S. tq;::.'lcr w ith :1 cc;:y of J,j l doc'Jmc~ts. records or rc ;::or.:; ccr:rirming th : gross produC::or~ d•sposJUon 



... 
• • • •• • 
• ••• • • • • • • 

• 
•••• • • •••• 

• •••••• • • 
• 

• •••••• • • 
• •••••• • • 

True and Correct 
copy ot 

Original fi led in 
Reeves County 

Clerks Office 



., 

' , and m~et value lntludinc gas meter readings. pipeline rcccipt.s, ps line receipts and other checks or memoranda of amount produced and put into pipelines, tanks 
. or pools and 1as lines or 1as st.oraac, Jand any other reports or rc=rds which the General Land Office may require to verify the gross production, di.sposition and ' 

' marlcet value.. In all cases the authority of a m&nagCT or qent to act for the Lessee bcrcin must be filed in the General Land Office. Each royally payment shall be 
ac~mpanied by a check stub, schedule, sumnwy oc other remittance advice sho.wiDI by the assicncd General Land Office lease number the amount of royally be in 
pa~d on cac~ lease. If Lessee pays his royalty oa or before thirty (30) days after tbc royally payment wss due, then Lc.sscc owc::s a penally of S% on the royalty or 1 

$25.00, wh1chevcr is crcucr. A royalty payment which is oVCT thirty (30) days l&Lc shall ac:aue apcna.lly of~~~ of the royally due or S2.S.OO whichever is~ 
In addition to a penally, royalties sha.lt~GCn~e interest :at a rate of 12% per year, such interest will begin acauinc when the royalty is sixty (60) days overdue. • 
Affidavits and supporting documents which arc not filed when due shall incur a penalty in an amoUilt set by the G:nenl Land Office a.dm_!!listrativc rule which is 
effective on the cUte when the affid2Vits or supporting documents were due. The Lessee shall bear all te$ponsibilily for paying or causinc royal tics to be paid as 
pr=cribed by the due dale provided herein. Paymeut of the delinquency penally shall in no way operate to prohibit the Sw.e's right of forfciiUlc as provided by law 
nor act to postpone the~ on which royal tics were originally due. lbe above penally provisions shall not apply in c:a.scs of title dispute as to the StaLe's portion of 
the royalty or to that portio\ of the royalty in dispute as to fair marlc.ct value. • . 

10. (A) RESERVES, CO~CTS AND OTHER RECORDS. Lessee shall annually furnish the Commissjoncrofthe General Land Office with 
its best possible estimate of oil and liS reserves underlying this lease or allocable to this lease and shall fum ish said Commissioner with copics of all contracts tmdcr 
which 1as is sold or processed and all subscqUCDt agrecmans and amendments to such cootraas within thirry (30) days after entering into or m.akinc such contnct:s, 
agreements or amendments.. Such contraets and qrccments when received by tbc General Land Offic:c shall be bcld in con.tidellc:c by the GcnenJ Land Office unless 
othct'wisc authorized by Less=. All odJer conttxts and records pertaining to the production. traruporwion. sale and mark::ting of the oil and p.s produced 00 said 
premises, lneludinc the books and accounts, rec:cipts md disell.argcs of' all wells, tmJa. pools, meters. and pipelines shall at all times be subject to inspection and 
examination by the Commi.ssic:incr of the Gmcnl Land Office, the Attorney General, the Govcmor, or the representative of any of them. 

(B) PERMITS, DRD...LING RECORDS. Written ootic:c of3.11 operations oo this lease shall be submittl:d to the Commissioner of the Gcncra1 
Land Offic:c by Lessee or opcratot five (.S) days before spud date, worlcover, re-entry, temponry abandonment or plug and abandonment of any well or wells. Such 
written notic:c to the General Land Office shall include copiC3 ofR.Ulroad Commission forms for application to drilL Copies of well tests. completion reports and 
plugging reports sh3.11 be supplied to the General Land Office :at the time they arc filed with the Texas Railroad Commission. All applications, permits, reports or 
other filinp that refcrenc:c this lease oc any specific well on the leased premises and th.u arc submitted to the Texas Railroad Commission or any other govc:mmcntal 
agency shall include the word "Stale" in the title. Additionally. in accordanc:c with Railroad Commission rules, any signage on the leased prcmisCl for the p1Up0se of 
identifying wells, tank batteries or otbct associated improvements to the land must also include the word "Stale." Les.sce shaJI supply the General Land Office with 
any records, memoranda, ac:eount.s, reports, cuttings and cores, or othCT information relative to the opc:n.tioo of the above-<lcscribed prcmisc.s, which may be 
requested by the General Land Office., in addition to those bcrcin expressly provided for. Lessee shall have an electrical and/or radioactivity survey made oo the 
bore-hole section, from the base of the swiacc casing to the total depth of well, of all wells drilled oo the above described pt'CIIli.sQ and shall transmit a true copy of 
the log of each survey on eacll well to the General Land Office within fifteen (lS) days after the making of said survey. i 

(q PENAL TIES. Les.see shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when 
due. The penalty for late filing shall be set by the General Land Offic:c administrative rule which is effective on the dale when the ma1crial.s were due in the GcnQ111 
~~ ~ 

• • • • •• II. DRY HOLE/CESSATION OF PRODUcnON DURJNG PRL'vfAR Y TERM. Lr. during the primary tenn hereof and prior to discovery and production 
.err ~r ~ gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil JJr 
{i! from the leased premises such production thereof should a:ase from any cause, this lease shall not t=n.inale if on or befo re the expiration of sixty (60) days frOm 
date of completion of said dry hole or c:cssation of production Les.see commences additional drilling or rcworlcing operations th=~ or pays or tenders the next 
Jf\1\a:llollelay rental in the same manner as provided in this lease. If, during the last year of the prirrwy t=n or w ithin sixty (60} days prior thereto, a dry hole be 
c&ltJll!'eted and abandoned, or the production of oil or gas should cease for any eause, U:sscc's rights shall remain in full force and effect without fut1hcr opcntio~.t 
~~~\~t expiration of the primary tenn; and if Lessee has not resumed production in paying quantities at the expir.Ltion of the primary term. Lessee may maintain' this 
fetse b! conductinc additional drilling or reworking operations pwsuant to P3ragraph 13, us!Jlg the cxpir:ltion of the primary tcnn as the dale of ecs.sation of . 
pro.luction under Paragnph 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 
primmenn hereof. Lessee may te$Ume payment of the annual rcoul in the same manner as provided herein on or before the rental paying date following the 
l~7nu:n of sbtty (60) days from the date of completion of such shut-in oil or gas well and upon the failute to make such payment, this lease shall ipso facto 
tenninuc. If :at the expiration of the primary t.enn or any time therca.l\cr a shut-in oil or gas well is located on the leased premises, payments may be made in 
at~~Uce with the shut-in provisions hereof. 

; ..... 
12. DRILllNG AND REWOR.K.n-lG AT EXPIRATION OF PRIMARY TERM If, :at tbe expiration of the primary tenn, neither oil nor gas is being 

produced on said land, but Les.scc is then engaged in drilling or reworlcing operations tberc:on, 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 and in-worlcmanlilcc manner without intemlptions totaling more than sixty (60) days during 
any one such operation, and if they ~ult in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or 
payment of shut-in oil or gas well royalties or compensatory royal tics is made as provided in this le3.Se. 

13. CESSATION. DRILLING, AND REWOR.K.n-lG. lf, after the expiration of the primary term, production of oil or gas from the leased premises. after 
once obtained, should cease from any cause. this lease shall not terminate if Lessee commcna:.s additional drilling or reworXing operations within sixty (60) days 
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in worlcmanlilce manner without 
interruptions totaling more than sixty ( 60) days. If such drilling or reworlcing operations l'tlult in the production of oil or gas, the lease shall remain in full force and 
effect for so long as oil or gas is produc:cd from the leased prcmisCl in paying quantitiCl or payment of shut·in oil or gas well royalties or payment of compensatory 
royalties is m.ade as provided herein or 35 provided by law. If the drilling or rcworlcing operations rtlult in the completion of a well as a dry hole, the lease will not 
terminate if the Lessee commena:.s additional drilling or reworking operations w ithin sixty (60) days after the completion of the well as a dry hole, and this le:ISc 
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a worlcmanlilce manner without intemlptions totaling more 
than sixty (60) days. Lessee shall give wriaen notice to the General Land Office within thirry (30) days of any cessation o f production. 

14. SHUT-IN ROYALTIES. Fo r purposes of this paragraph, "well" me3t\S any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. u: at any time afur the cxpir.uion of the primary term of a. le3.Se that, until being shut in, was being maintained in 
force and effect, a well c:~pable of producing oil or gas in paying quantities is located on the lelSCd premises, but oil or gas is not being produced for lack of suit<~ble 
production facilities or lack of a suitable market. then Lessee may ;>ay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the 
lease, but not less than Sl,200 3 ye:~t for each well capi!blc of producing oil or gas in pi!ying quantities. lfP&liSJaph 3 ofdtls lease C!oes hOt specify a dclsj •en.-1 
31Pt'llluiil; y..,, for the purposes of this pangnph. the del ay rcnul amount shall be one do llar (S 1.00) per acre:. To be effective, each initial shut·in oil or g3.S royal ty 
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must be paid on or before: (I) the expiration of the prill'wy tenn, (2) 60 days aft.cT the ~e ceases to produce oil or gas from the leased premise3, or (3) 60 days 
after L.cs.sce Ctlmpletcs a drilling or reworking opentioo in accordance with the lease provisions; whichever daLe is lall:St. Such payment slu.IJ be made onc-half(l/2) 
to the Commissioner of the General Land Office and onc-half(l/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease slull be considered to be 
a prod~cing lease and the payment shall c:x:tcnd the tmn of the lc:.asc for a period of one yeu from the cod of the prim.uy term. or from the first day of the month 
followmg the month in which production ceased, IXld. after t/w, if no suitable production fiM:ilities or suitable m.arlcet for the oil or gas cxisu, Lessee may extend the 
lease for four more successive peri~ of one (I) yev by oavin~ the same amount ca.ch year on or before the cxpintioo of each shut-in year. 

I 5. COMPENSATORY ROYAL TIES. u; during the period the lease is leept in effca by p2YmCOt of the shut-in oil or ps ro~ty. oil or gas is sold and 
delivered in paying quantities from a-n located within ooc thousand (1,000) feet of the leased premises and Ctlmpleted in the ume producing resavoir, or in IXly 

case in which drainage ii occurring, the right to continue to maintain the lease by paying the shut-in oil or ps royalty shall =· but the lease shall remain effective. 
for the remainder of the year for which the royalty bas been paid. The Lcs.sec mzy maintain the lease for four more suc=sive ~ by Lcs.scc paying Ctl~ry 
royalty at the royalty tale provided in the lease of the nwlcet vnluc ofproduc:tion from the well =ing the drainage or which is completed in the same producing 
reservoir and within one thousand (1,000) rca of the leased premises. 1bc compensatory royalty is to be paid monthly, ooe-h.alf(l/2) to the Coauoi.ssioncr of the 
General Land Office and onc-half(l/2) to the owner oflhc soil, beginning oo or before the last day of the month following the mootb in which lhc oil or gas is 
produced from the wclJ causing the drainage or that Is Ctlmpleted in the same producing ~oir and localed within one tbousa.ad (1 ,000) fca of the leased pn::mises. 
If the Ctlmpcnsatory ro~ty paid in arry 12-month period is in an amount less than the annual s&ut-in oil or gas royalty, Lessee shall pay an amount equal to the 
dilfereoc:e within thirty (30) days from the cod of the 12-mooth period. Compensalol)' royalty payments which are not timely paid will~ penalty and interest iD 
accordance with Paragraph 9 oftbi.s lease.. None ofthc:sc provisious will relieve~ of the obliptioa of=nable ckvdopmcnt nor the obligation to drill offsct 
wells as provided iD Texas Natural Rcsoun:c:s Code 52.173; bowevcr,l:l the detcnnina.tion of the Commissioner, and with the Commissioner's written approval, the 
payment of compensatory royaltiC3 can satisfy the obligation to drill offset wdls.. 

16. RETAINED ACREAGE. Notwithswlding any provision of this lease to the contrary, after a well producing or capable of producing oil or gu bas 
been completed on the leased premisa, Lessee shall exercise the diligence of a reasonably prudent opcntor io drillio& such additional well or wells as may be 
reasonably necessary for the proper development of the leased prcmisC3 and in m.arlceting the production thereon. 

(A) VERTICAL. In the event this Jc:ue is in forc:e and effect two (2) years after the cxriratioo date of the primary or c:xtcoded term it shall then terminate 
as to all of the leased premise3, EXCEPT (I) 40 acres surrounding each oil well ca;nble of producing in paying quantities and 320 acres SUITOunding eaclt g:as well 
capable of producing in paying quantities (including a shut-in oil or gi!S well as provided in P:11":1.g1"'3.h 14 baeol), or a well upon which Lessee is then engaged in 
continuous drilling or rcworong opcntions, or (2) the number of 3CTe5 included in a producing pooled unit pursuant to Texas Natural Resources Code 52.15 l­
S2.1SJ, or (3) such gre:w:r or lesser number ofaaes as may then be alloc:w:d for production purposes to a pror:u:ion unit for each such producing weU wider the ruiC3 
and regulations of the Railroad Commission ofTCX3S, or any succcs.sor agency, or other governmental authority having jurisdiction. If :u any time after the effective 
date of the partial tcrmin3tion provisions ~reo( the applicable field rules arc changed or the well or wells located thCTeon are reclassified so that less acreage is 
thc:n:.:U\u allocated to said well or wells for production purposes, this lease shall thereupon termin:uc as to all acreage not therc:Ukr allocated to s:Ud well or wells for 
production purposes. N otwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevcnhclc.s.s continue to have the right of 
i~&~;e!f"' and egress from the lands still subject to this IC3Se for all purposes descibed in P3ragraph I hereof, together with easements and right:s-of-w:~y for existing 
ro;J, existing pipelines and other existing (a.cilities on, ovc:r and across all the lands described in Paragraph I hereof ("the retained lands"), for a.ccess to and from the 
re.~lllands and for the gathering or transportation of oil. gas and other minenls produced from the retained lands. 

•• • 
• (B) HORIZOtiTAL In the event this lease is in force and effect two (2) years after the c:xpir.uion daLe oftbe primary or extended te:nn it shall further 

tenv~ce as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in ea.ch well locatcd on acreage retained in Paragraph 16 (A) 
abf>¥••""~CS3 on or before two (2) years aftu the prim.uy or extended term L= pays an amount equal to one-baJC(I/2) of the bonus originally paid as 
consideratj,on for this le:ISe (as specified on page I bcreol). ICsuch amount is paid. this lc:ue shall be in force and effect as to such deeper depths, and said 
tenntmti~O shall be delayed for an additional period of two (2) years and so long thc:reaftu ~oil or gas is produced in paying quantities from such deeper depths 
covercf- by this lease. • 

• 
• • • • • ~) IDENTJFICA TION AND FlUNG. The surface acrc:age retained hereunder as to each well shall, as nearly as practical. be in the form of a square with 

the w~llloc;ted in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial 
te~iea~fthis le:ISe as provided herein, Lc.ssce shall execute and record a release or releases containing a satisfactory legal description of the aaeage and/or 
depth! not retained hereunder. The recorded release. or a cenified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed 
by the General Land Office rules in effect on the <!ate the release is filed. 1C L= fails or refuses to execute and record such release or releases within ninety (90) 
d:~ys after being requested to do so by the G-:neral Land Office, then the Commissioner at his sole d iscn::tion may designat.e by written instrument the acre3ge and/or 
depths to be released ~ereunder and record such instrument at Lcsse:'s expense in the county or counties whee the lease is located and in the official records of the 
~neral Land Offiee and such designation shall be binding upon Lessee for all pwpos C3. 

17. OFFSET WELLS. Neither the bonus. delay rent.als, nor royalties paid, or to be paid. under this lease shall relieve L= of his obligation to protect 
the oil and gas under the above-described land from being drained. Lessee, sublessee:. receiver or other age.nt in control of the leased premises shall drill as many 
wells as the facts may justify and shall usc appropriate means and drill to a depth necc:ssasy 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 lea.sed 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 le:!Sed premises shall in good faith begin the drilling of a well or 
wells upon the leased premises within 100 days a.ftc:r 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 dil igence. Failure to satisfy the st.arutory offset obligation may subject this lease and the owner of the 
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Lmd Office and with his written approval may the payment of 
compensatory royalty under applicable starutory parameten satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from 
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by re3.SOn ofwu, rebellion, rio ts, strikes, acts of God. or 
any valid order, rule or regul3tion of government authority, then while so prevented, Us.sce's obligatio n 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 prevented. by any such C3USe, 
from conducting drilling and reworlcing operations or from producing oil or gas from the lclSed premises. However, nothing in this p~h shall suspend the . 
p3yment of delay rentals in o rder to maintain this lease in e ffect during the primary term in the absence of such drilling or reworking operations or production of Oil 
or gas. 
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend tillc ID the lcacd pRml.sa. If the owner of the soil defaults in 
payments owed on the leased premises, then ~e may redeem the rights of the owner of the soil in the leased p=nise.s by paying any mortgage, taxes or oth r 
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph. Lessee may recover the cost of these payments fro ~r:ns 
rental and royalties due the owner of the soil. · m 

20. (A) PROPORTIONATE REDUCI10N CLAUSE. lfthe owner of the soil owns less than the entire undivided surhc.e esta1c in the above 
described land, whether or not l.es.sce's interest is specified herein. then the royalties and renuJ baein provided to be paid to the owner of the soillhall be paid 10 IWn 

· in the proportion which his interest bc.1rs to the entire Undivided surface estate and the royalties and rental herein provided to be paid to the Comznissioner of the 
General Land Office of the St.ale ofTexas shall be likewise proportionately reduced. However. before~ adjusts the royalty or reDtal due to the Commissioner of 
the General Land Offi~ Lessee or his authorized representative must submit to the Commissioner of the General Llnd Office a wria= sta1cment which cxplairu the 
discrepancy betweaJ the ~tcrest purportedly leased under this lease and the a.c:rual interest owned by the owner of the soil. The Commissioner of the Genaalland 
Office shall be paid the value of the whole production allocable to any undivided intereSt not covered by a lease. less the proportionate devclopmc:nt and production 
cost allocable to such undivided interest. However, in no event shall the Commissioner of the Gc:ne:ral Ulld Office m:cive as a royalty on the gross production 
allocable to the undivided intereSt not leased a.n amount less than the value of one-sixteenth (1116) of suth gross. production. 

(B) REDUCTION OF PAYMENTS. If; during !be primary term, a portico of the land covered by this lease is included within the boundaries 
of a pooled unit thatlw been approved by the School Land Board and the owner of the soil in accordance with Nawn.l Resources Code Sections 52.151-52.154, or 
~ at any llme aJ\cr the expiration of the primary tenn or the ~ndcd term. this lease covcD a Jc:sscr own bet of aacs than the total ilmount described herein. 
paymcots that are made on a per acre basis hereunder shall be reduced ~rding to the number of acrcs pooled, releascl, surrendered. or otherwise severed, so lhU 
payments determined on a per KR basis under the terms of this lease during the primary term shall be calculated based upon the nwnber of aaes outside the 
boundaries ofa pooled unit. or, if after the expiration of the primary term, the number of ac:res aaually rel3i.oed and covered by this lease. · 

21. USE OF WATER. Lessee shall have the right to usc water produced on said land necessary for operations under this I case except water from wells or 
tanks of the owner of the soil; provided, however, Lcssee shall not u.se potable warcr or water suitable for livestoclc or irrigation purposes for waterflood operations 
without the prior consent of the owner of the soil. 

22. AUTiiORIZED DAMAGES. Lessee shall pay the owner of the soil for dam.agcs caused by its operations ID all pcnonal property, improvements, 
livo:stoc:lc and crops on said land. 

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

24. WELL LOCATION LIMIT. No well shall be drilled ne:~rer than two hundred (200) fcc:t to any house or bam now on said premises without the 
wriaen consent of the owner of the soil. 

25. POLLUTION. In developing this area. Lessee shall u.se the highest degru of care and all proper s.afcguards to prevent pollution. Without JiaJitng the 
fo~J•ini- pollution of coastal wctlands, naruraJ watcrways. rivers and impounded water shall be prcvcntcd by the usc of contltinment facilitio:s sufficient to prcvent 
s~ wfas., seepage or ground wat~r contamination. In the event of pollution. Lcssec shall usc all mc;uu at its disposal to rec:aprurc all escaped hydrocarbons or olbcr 
poU,.rat and shall be responsible for all damage to public and private propc:rtio:s. Lessee shall build and maintain fences around i'ts slush. sump, and dr.linag«iJlill 
&lf~l;i?lk ~aaerio:s so as to protcc:t livcstoclc: against loss, damage or injury; and upon completion or abandonment of any well or wells, L=scc shall fill 3lld lc:vcl all 
slush.Pits and cell :us and completely clean up the drilling site of all rubbish thereon. l..essce shall. while: conducting operations oo the lca.scd premises, keep said 
pri:Jl1j,s~free of all rubbish. cans, bottles, paper cups or garbage:. and upon completion of operations shall reston: the surface of the land to as ncar its original , 
COII~i!i~Q \nd contours as is pr:lai~lc. Tanlcs and equipment will be kept painted and presentable. ·-;.· 

• • • • • • • ~6. REMOVAL OF EQUIPMENT. Subjcct to limitations in this paragrapb.. Les.sce shall have the right to remove: machinery and fJ.XtUrCS placed by 
Less~ on the: leased premises, including the right to draw and remove casing, within one hwtdred I'Walty (120) days after the expiration or the: termination of this 
lease ~less the owner of the soil grants Lessee: an extension of this 120-day period. However, ~e may not reroovc casing from any well lrilpablc: of producing oil 
and .&iii ~ying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written ootic:: to the Commissioner of the General 
~d~ffiC: and to the owner of the soil. The owner of the soil shall become the: owner of any m.achinery, fixtures. or c:asing which are not timely removed by Lessee 
undcv;Qcet~b of this paragraph. 

• • 
27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and P:u-agnph 29 of this I case, the rights and estat.c:s of ~ither party to this 

lcasc may be assigned. in whole: or in part, and the: provisions of this lease shall c:xtcod to and be binding upon their heirs, devisce3, legal n:prescnutives, successors 
and assigns. However, a change or division in ownership of the land. n:nt.als, or royalties will not enlarge the obligations ofL=c, diminish the: rights, privileges 
and estates of Lessee:. impair the: effectiveness of any payment made by ~ee or impair the effcctivcness of any act performed by ~ee. And no change or 
division in ownership of the land. n:nuJs. 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 ~ee with satisfactory written evidence of the change in ownership, including the original recordcd muniments of title (or a 
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shail, to the extent of the intereSt 
assigned, relieve and discharge ~ of all subsequent obligations under this leas c. If this lease is assigned in its entirety as to only part of the acTC3&C. the right and 
option to pay rentals shall be apportioned as between the several owneD raubly, according to the area of each. and failure by one or more of them to pay his share: of 
the rental shall not affect this lease on the: part of the land upon which pro rata rentals are timely paid or tendered; hoWCYer, 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 tennin3le for failure to pay the entire rencl due 
under Paragraph 3. Every assignee shall succeed to all rights and be: subject to all obligations, liabilitics, and penalties owed to the Stat:: by the original lessee or any 
prior assignee of the: lease, including any liabilities to the State for unpaid royal tics. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in PJiagnph 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 Convnissioner of the General Land Office. this lease is void as of the time of assignment and the: agency power 
of the: owner may be forfeited by the Commissioner. An assignment will be trcatcd as if it wen: roadc: to the owner of the soil if the assignee is: 

(I) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the: soil is a principal stockholder or is an employce of such a corporation or subsidi3r)'; 
(J) a pastnership in which the: owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholdcr or employee of the corporation which is the: owner of the: soil; 
(5) a partner or employee: in a pastnership which is the owner of the: soil; 
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(6) a fiduciuy for the owner of the soil; includini but not limited 10 a guardim. trustc:e. executor, administr.uor. re~iver, or conservatoc forth 
O'l\'!lU of the soil; Of' c 
(7) a fiunily member of the owner of the soil or related ID the owner of the soil by marriage, blood. or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Pangraph 29, L=ee aay at any time execute :md deliver ID the owner or the so·l 
an~ place of record a release or releases covering any portion or portions of the leased premises. and thereby surrender this kase u ID such portion or portions, and~ 
reltevcd of all subsequentobligations as to aacag~ surrendered. If any part of this lease is properly surrcDdcred.. the delay rental due under this lease shall be ~duc:ed 
by the proportion that the surrcndererl acreage be3l'S to the acreage wruch was covcmJ by this lease immediately prior ID such surrender; however, such release will 
not relieve Lessee of any liabilities which may have accrued under this lease priOf 10 the surrender of such lller'C11gC. 

29. FILING 0~ ASSIGNMENTS AND .REl..EASES. If all or any part o·fthis lease is assigned oc released, such assignment or release must be recorded in 
the county where the land is sirua.tcd, and the recorded instrument, or a copy of the recorded instrument c:crti1icd by the County Clcrlr: of the county in which the 
instrument is recorded, must be filed in lbe General Land Office within 90 days oftbc last execution dale xcompanicd by the prescribed filing fcc. If any such 
assignment is not so filed, the rights ~d Wider this lease shall be subjca ID forfl:i~ at tbc option of !he Commissioner of the General Land Office.. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the abovc~Dcd land have been included in this instrument. including the 
stat.emcnt of the aue consideration to be paid for the execution of !his lease and the ri&}u:s and duties of the parties. Any collatcnl agreements concerning the 
development of oil and ps from the leased premises which ~ oot contained in this lease render this lase invalid. 

31. FIDUCIARY Dl.JlY. The owner of the soil owes the State a fiduciary duty aod tm.tSt fully disclose any facts affecting the State's inltrc$t in the leased 
premises. When the interests of the owner of the soil conJlict with those of the State., the owner of the: soil is obligated to put the State's interests before his pe=naJ 
interests. 

32. FORFEITURE. If I.e-.sec shall fail or refuse to malcc the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized 
agent should knowingly make any false ~turn or false report con~ming production Of drilling. oc ifl..Gsscc shall fall or refuse ID drill any offset well or wells in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail to file repon.s in the manner 
required by law or fail to comply with rules and regulations promulga.!cd by the Gcncral Land Office. the School Land Bo:~Td. or the Railroad Commission, or if 
Lc.s.scc lhould refuse the proper authority access to the records pertaining to operations. or ifl.=ee or an authorized agent should knowingly fall oc refuse to give 
com:ct info rmation to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any wt:IL. or if Lessee shalllcnowingly 
v iolate ::&ny Of the material provisions of this leue, or if this lc:uc is assigned and the assignment is DOt filed in the Gcnc:nJ Land Offi~ as required by Jaw, the rights 
acquired under thil le:lSe lhall be lubjcct to forfeiture by the Commissioner, and he shall forfeit same wbc:n sufficiently informed of the facts which authorize a 
forfeiture, and when forfeited the area shall again be subject to lc:.se under the terms of the Relinquishment Act. Ho'WC'Vcr, nothing herein shall be construed as 
waiving the automatic termination of this le= by operation ofl3w or by reason of any special limitation arising hereunder. Forfeitures may be set aside and L~is 
lease and all rights thereunder reinst.alCd before the rights of ano ther intervene upon satisfactory CYidencc ID the Commissioner of the General Land Office of fururc 
co~pl~cc with the provisions of the law and of this IC:lSc and the rules and regulations tha.! may be adopted relative hereto. 
• • • • •• • 33. LIEN. In accordance wi::h Texas NalUr.ll Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered 

b)l ~. r~c to secu~ payment of l.l l w:paid royalty and other sums of money lha1 may become due under this lc:lSC. By accepWlce of this IC3SC, Lcss.:c grants the 
SLate': in addition to the lien provided by Texas Narural Resources Code 52.136 illld any othcr 3pplicablc starutory lien, an express contr.l.ctUallicn on and scc:~:ritj 
interlst in alllc:lScd minerals in and extracted from the !cued premises, all proceeds which may accrue 10 Lessee from the sale of such lcJScd minerals, whether such 
prge&ft! arc held by Lessee or by a third patty, and all fixtures on and improvements to the lc=d premises used in connection with the production or processing of 
suc!t M!ed minerals in order to sccun: the payment of all royalties or other amounts due or 10 beco.me due Wider this leuc and to secure payment o f any damages or 
loSiJIW l,lsso r may suffer by ~uon of Lessee's bre3ch of any covenant or condition of this IC:lSc, whether express or implied.. This lien and security interest may be 
foret!oscd'with or without court proc:edingl in the manner provided in the Title I, Chapter 9 .of the Texas Business and Commerce Code. Lessee agrees tha.! the 
Commissioner may require Lessee to execute and record such instruments as may be rcuonahly n=sary to acknowledge, attach or perfect this lien. Lessee hereby 
rep~~J\"at there are no pC:or or superior liens arising from and relating to Lessee's activities upon the abovc-<lescribcd property or from Lessee's acquisition of 
this.lease. Should the Commissioner at any time determine that this rcprescnwion is not true, then the Co1'1'11llissioner may declare this lc3SC forfeited u provided 
herein. • 

•••••• • • 
34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lc3Sc with my other leasehold 

or mineral interest for the exploration, development and production of oil or gu or either of them upon the same terms as shall be approved by the School Land 
Board and the Commissioner of the General Land Offi~ for the pooling or unitizing of the intcrc:St of the State under this I cue p=t to Tcxu Na.OJ.ral Resources 
Code 52.151 -52. 153.· The owner ofthe soil avees that the inclusion of this provision in this leJSC satisfies the execution requirements stated in Tcxu Narur:ll 
Resources Code 52.152. 

35. INDEMNITY. Lessee hc:rcby rele3Scs and discllarges the Sutc ofTcx.:lS aEd the owner of the soil, their officers, employees, parmc:·s, agents, 
contncto~ subcontractors, guests, invitees, and their respective successors and assigns. o f and from all and any actions and causes of action of every nature. Of' other 
harm. including environmental harm. for which recovery of damages is sought, including. but DOt limited to, all losses and cxpc= wrucb are caused by the 
activities of Lessee, its offi~rs, employees, and agents :!.rising out ot: incidental to, or resulting from, the operations of or for I...es.sc: on the !cued 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, Lessee hc~by agrce.s to be liable for. exonerate, indemnify, defend and hold harmless the State ofTcxu 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), 
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 relau:d to environmental hazards, on the lc3Scd premises or in any w~ related ID Lessee's fz ilure to comply with any and all 
environmental laws; those :uising from or in any wJy rc:la.ced to Lessee's opcr.U.ions or any other o f Lessee's activities on the le:lSed premises; those arising from 
ussee's usc of the surface of the leased p~mises; and those tha.! m:~y arise out of or be occuioned by Lessee's breach of any of the terms or provisions of this 
Agreement or any other act or omisSion of U:ssec, its directors, officers, employees, parmers. agents, co no-actors, subcontr.lctors, guests, invitees, illld the ir rtspcctivc 
succ::essors and usigns. Each assignee of this Agreement, o r an interest therein, agrees to be liable for, exonerate, indemn ify, defend and hold harmlc.ss the State o f 
TcxJS and the owner of the soil, the ir officers, employees. and agents in the same m3tlncr provided above in connection with the activities of Lessee, its officers, 
cmploycc.s, and agents as described above. LXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE Il'l>E;'.INITY OBLIGATIONS 
A..'ID\OR LIABILITIES ASSUMED Ul'iDER THE TE~'vtS OF THIS AGiU:EMEi'<T SHALL BE WITHOlJf LIMITS Aa'<l> WITHOUT REGARD TO 
TH:E CAUSE OR CAUSES THEREOF (EXCLlrDJNG PRE-EXISTING CONDmONS), STRJCT LIABILITY, OR THE NEGLIGENCE OF Aa'IY PARTY 
OR PARTIES (INCLU DING THE NEGLIGENCE O F THE INDE:\fi',1FIED PARTY), WHETHER SUCH NEGLIGE:-iCE BE SOLE, J OL'<I, 

coNcuRRENT. ACTIVE, OR PASSIVE. /~ _) True and Correet 
copy of 

1· ... ;, ' Ongrnal filed in 
,, f ""~n es County 

......__ ·' l'l:ul<c ()ffi rt:l 



• . 36. ENVIRONMENTAL HAZARDS. Lessee shall usc lhe highest degree of care and all reasonable safepards to prevent conWnination or pollu~n ~ · . 
~y envtrOnmcnw medium. including soil. surf3c:e ~ voundwuer, sediments. and surface or subsurface strata. ambient air or any olher arvironmelltll medi 

0 
• 

an. on, or under, the leased premises, by iiiJY waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos um 
containing ma.tuial.s, explosives, toxic matc:rials, Of substan~ re&U]ated as hazardous wastes. haz:lrdous rrwcrial.s, haz2rdous substan~ (as the term •Hazan!ous 
Substance~ is defined in the Comprehen.sive Enviroament:ll Rapon.sc. Compensation and Liability Act (CERCLA). 42 U.S. C. Sections 9601, ct seq.). or to:Uc 
subsunce3 under any federal., st3%c., or loc:allaw or regulation ("lh:zardous Materials"), except ordinary produc;a commonly used in conncruon with oil and au 
exploration and development operations and .nored in the: usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBmON 
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT H!R£UNDt:.R.Ai'<'l> l.£SSEE SHALL INDEMNIFY, HQLD HAR.'riLESS AND 
DEFEND THE STATE OF TEXAS A.~ THE OWNER OF THE SOIL FROM AND AGAINST ANY CLA.L'rLS. DA.'riAGES, JUDGMENTs. PENALTI 
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIOR."'EYS' FEES AND COURT COSTS) CAUSED BY OR ARISING our OF (I) A ES, 
VIOLATION OF nu: )ORE GOING PROHlBmON OR (U) TilE PRESENCE, RELEASE, OR DISPOSAL OF AJ.'fY HAZARDOUS MATERIALS ON 
VNDER., OR ABOUT THE LEASED PRL"rffSES DURING l.ESSEE'S OCCUPA."lCY OR CONTROL OF THE LEA.SED PREMISES. LESSE.E SHALL' 
CLEAN UP, REMOVE, RE..'\iEDY AA"D REPAIRA."''Y SOIL OR GROUND WATER CONTA.'rfiNATION A."ll> DA.'riAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HA.Z.ARDOUS MA TElUALS IN, ON, UNDER, OR ABOUT THE LEASED PRE.'\DSES DURING LESSEE'S 
OCCUPANCY OF mE LEASED PREMISES IN CONFOR."'ANCE WTrn TEE REQUIRE.'\iENI'S OF APPUCABLE LAW. TBJS 
INDEMNIFICATION A."ll> ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKE:'f 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONML"'TAL LAW OR REGULATION. LESSEE SHALL IM.\IEDIATEL Y GIVE THE STATE OF 
TE.."'<.AS AND THE OWNER OF THE son. WlUITEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON 
LEAR. "'iNG OF TilE PRESENCE OF ANY .HAZ.UU>OUS MA TERLU.S, OR UPON RECEIVING A NOTICE FROM A."''Y GOYERl"i~"TAL · 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEA.SED PREMISES. TirE OBUGATIONS OF u:.ssE.E 
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EA.Rl.ILR TER.\ClNA TION, FOR ANY REASON, OF 1liiS AGREL"tfL"'T. 

37. APPUCABLE LAW. This lease i.s issued under lhc provisions ofTc:as Natural R.eso= Code 52.171 through 52.190, cot111n0nly lcnowu as the 
Relinquishment Act, and other applicable starutcs and amendments thereto, and if any provision in this lease dOC$ not ronfonu to these sUtUtcs, the sta.tutes will 
prevail over my nonconforming lease provisions. 

38. EXECUTION. This oil and gas IC3Se must be ligned 3lld aanowledged by the Le=e before it is filed of record in the county records and ill the 
General l.:lnd Office of the: State: ofTe:us.. Oocc the tiling n:quiremcnts found ill Paragraph 39 of this I= have been satisfied, the etfective dale of this !usc lhall 
be the date found on Page I. · 

39. LEASE FILING. Pumunt to Chapter 9 of the Texas Business and Conuncrce Code, this lease must be filed of record in the office oftl)e County 
Cleric in any county in which all or any patt of the IC3Sed premises is loc:1ted. :and certified copies thereof must be filed in the General Land Office:. Tliis lc:!Sc is not 
effective: until a certified copy of this lease (wrucb is made :and certified by the County Cleric from his records) is filed in the General Land Office: in a.cc:ordance with 
Texas Narural Resow-ccs Code 52.183. Additionally, this lease shall not be binding upon the State unless it rec:ite3 the: aaual and ti"Ue considc:r:Jtion p:lid or promised 
for execution of this lease. The bonus due the: State and lhe prescribed filing fee shall accomp:u~y such ce:rt.Wed copy to the General Land Office. 
••• • • • ••• 
•••• • • • •• • 

• 
•••• • • •••• 

• •••••• • • 
• 

• •••••• 

* See Exhibit "A" A 

.J ohnson 

TnL£:. ______ ~~~~1~'-------------0·/_GJ 
DATE. _____ / __ £ __ ~--~~~--------~-------

STATE OF TEXAS l:~1FTEXAS ' 

~~ d~the State ofTcxas 
.• BY:~--::---;----:--~:-----::=----­

•· · ' Individually md as :1gent for the State ofTe:x.as 
PhillPst · Bos§hett i, Co- Trustee 

Date: • - c9;:) -9 
of the -Winai Phillips 

STATE OF TEXAS 

BY:.~~--~------~~--~----------
ally and as ~ent for the Stale ofTc.x:u Individually and as '4:c:nt for the State ofTcxa.s 

·q~~a~~§ ' co-Trustee of the Windi P~~lips 1983 Trust 

True and 6er:r:es{ 
copy of 

Original filed in 
Reeves County 
Clerks Office 



- .. ·~ 

STATE OF ____________________ ___ 
(CORPORATION ACKNOWLEDGMENl) 

COUNTY OF __________________ _ 

BEFORE ME. the undersigned authority, oa this chy persocally appc2l'Cd'----------------------------------------
known to rae: to be the: pc:rsoa whose aa:me is subscribed to the fore&Oin& insttmncut. as. ____________________ .of 

-:--:-------:---.,..,.--------------:---...,.---,-....,----.,...,....-...,.--::--:-:--~d adnowlc:dged to rae: thu be executed the: same ·' 
for the purposes and c:otsidcr.Jtion therein cxprc:s.sed, in the capacity stated. md as the aa and deed of~ COfpOratioa.. · 

Given under my hand and~ of offic:: this thc:. ____ chy of __________ __, 19 __ • 

Notary PtlbUc in and Cot _________________ _ 

STATE OF ____________________ _ 
(CORPORA TIO~ ACXNOWI.EDGMENI) 

COUNTY OF __________________ __ 

BEFORE ME. the undersigned authority, on this day pc:rsonally appared. _______________________ _ 

known to me: to be the peTSOn whose name: is subscribed to the: foregoing instrumc:nt. as. ____________________ of 

-:--:-------:-----------------:---...,.---,,.-....,----.,...,....-"7"'"7"'-:-:--':md aclCDowledged to me: !hal he: executed the same 
for the: purposc:3 and considc:nuion therein cxprc:sscd. in the: capacity swcd. and as the 3Ct and deed of said corporation. 

Given under my hand omd seal of office: this the. _____ day of __________ ___. 19 __ . 

• •• • • • 
~1}E oF _ ___ T~E~X~A~S~----------• . . . d 
~tnJry OF _ _.~MNVx~~o4J=-'1 _________ _ 

Notary Public in omd fo r _________ _ 

(INDIVIDUAL ACKNO\Vl..EDGMENT) 

• .... • Before me:. the undersigne-d authority, on this day personally appe:1red Philip J . Boschetti and John L . Marion 

, .. 

... Co Tn]Stees of the Wi ndi Phi llips 1983 Tmst \ 1 
~~~~ ~c: to be: the: persons whose names~ subscribed to the: foregoing instrument. and acloowledged to me: that they executed the: same: for the purposes and 
eoasadchtion therein c:xpn:.ssed.. •• 

· •::••: Gi•= ~da my h~d ~d ~" ofoffir-ce-;th~is-th_c: __ c!J_~_rd_ ___ d_,•Y of ~~ . 1998 

······ ~ ~ 
• • Notary Public in and for Jfa£i, % ~ 

(INDIVIDUAL ACKNOWLEDGMENT) 

known to me to be the persons whose names~ subscribed to the: foregoing instrument. and acloowledged to me that they executed the same: for the purpose-s and 
consideration therein expressed. 

Given under my hand :1t1d se:ll o f ofijce this thc __ __:U,__ ___ day of 

Notary Publ ic in and for_---'0:...:~=-...!..:::::~:._ _ _ __ _ 

True and 5eFFS6f 
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 Windi Phillips 1983 Trust, 

Philip J . Boschetti and John L. Marion, Co-Trustees, 
as the owner of the soil, a nd 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 thjs lease is in force and effect. 

2. Lessee shaH 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 maintajn 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. 
• • • • • • . • ·~! . Notwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not 

•• • pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify the owner of the soil 
• in writing if fresh water is encountered during drilling, or if a fresh water 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 
•:u•:assigns, free and clear of weeds and noxious vegetation and will maintain the same in a reasonable manner to prevent additional 

• damage to the owner of the soil's other land and crops . 
• •••••• • 9. -t.Jpon 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, 
.. t essee 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, o r 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 thls lease. 

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

True and 6eFFeet 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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' Gcucral Laad Omce 

Re.Jinqoi~bmor Acr Luse Form 
Revised. September 1997_ 

on. AND GAS LEA.SE 

TinS AGREEMENT is made and q~tucd iQlp this 19 <iar_of August 19 98 berw~ the SbL: ofTc::us, acting by m4 through its 
agc:nt.._ _ _;H=-==e:.::e;:k~e~•:-:I:::.;:n~v~e:::s::..:::t:.:,;m;:.:e::.:n:;·..;:.: ~s:..,~-=.: .lln:.:c;:..;.--~,~---=.:b'Y___:R:.:..:;o:..:b:.:e::.;r:....:::t~W.:...:..· --.::D::..::e::.'::.b.;::o;.::l:...t~, --=P_;r:...e.:.::s;.;:i:...d=-e.=.:.;n:.:t~, --=:a:.:.n.:..:d:::.._ ___ _ 

J. J. Meeker, I nd l Vl a ua lly o:rf..,....-___________________ .,._ __ 

-----~3~0~1~~L~a~M~e~s~aw,~E~n~c~l~n~l~t~a~s~,~C~A~~9~2:.:0~2~4~~--~------~---------------------~d~~t 
(Give Pammclt Ad<!:=) 

herl:in rc:fcrT'cl to u the owner of the soil (wbctbcr one or more). and. _ ___:C~l~a~y:....., .... Juo.Lb~D..a..S;;u,O"'DLL--:::-~:-:---::~-=--------
---------------------------------------------~2~0~3~~W~.~W~a~J~J~.~~~1•1~t~i~P~~8uO•Ou_ ____________________ ~of 

Mid land ·Texas 7Q7Ql 
(Give Pam.m.au ~) 

hccinafter called L=e.. 

L GRANTING ClAUSE.. For md in = idention of !he amounts .stlted below md of the: alYC:nants and ~ts to be paid. kept :md performed by 
L=ee under this le:ase, the State ofTc:us acting by and through the owner of !be soil. hereby~ leases and lets unto Les:sce, for the sole and only purpose of 
prospecting ;and drilling for and producing oil and gas., laying pipe line3. building tanks. suxin& oil md building power stu:ions, tdephoce rmc:s and othc:- nn~crun:s 
thcrc:on, to produce, save, take c:~re o~ ~and tr:msport said products of !be le:=, the following land.s situated in Reeves County, St:u.e 
ofT c:x.as, to-wit: 

The South 245 acres of Section 44, B1ock 56, PSL Survey. 

conuinin.6g __ __:2::.;4..::..::5:__ __ =. mere or less.. The bonlll consideration paid for this I= is 3:S follows: 

TotheStatcofT=: Two Thousand Forty-one and 75 /100---------------------

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

Dollars (S 2 , 0 4 1 • 7 5 ) 

To the o~erofthe soil: Two Thousand Forty - one and 7 5/100 --------------------

Doll~ (S 2 , 0 4 1 • 7 5 ) 

TouJ bonusconsi~oo: Four Thousand Eighty- three a n d 50/1 00 -------------- -

Doll;xr.; (S 4, ) . .. . . 
The toul ~nus consider:u:ion paid repr=ts a bonus ofL __ F~jl....f&....Jot<JY~Jlaun.LI.IdL.JN~Oulc....·-':J.l.O.uOI.L::.=::.::.:.~;:=7,:;=-=.:=:.=::.::.:.=-.:::..=.-=..:::..:: 

...... Dollars(S 50.00 ) per:u:n:, on 81 . 67na=-. 

• 2. TIR...\1. Subj:::t to the other provisions in this kas~. this,lease shall be for a term of Five { 5) years frOm this dw: 
(henia ul~d "prirn:uy te:m") lnd as long thernikr as oil and g:u, or eiLiter of them, is produced in paying qu:JJltiric from said lltld. 
As ~ed in •this le:ue, the 1em1 "produc;d in payini quantities" means that the receipts from the sale or other owthoriu:d cornma-cial use of t!'.e subsunc.:(s) co"Vatd 
exc:u4 .~r pocket oper.u:ional expe.= for the six months last past. 

• • 

3 Delay Rentals: If oil or gas m paying quantities is not being produced from the premases on the first ann avers~ date of thas Lease and there Jre then no dnlling 
operntions being conducted on the premases. then this lease shall termmate unless, on or before such annaversary date, Lessee shall pay, v, darectly to the O\\ner of th: soal 
and a like amount paid or tendered to the: COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS AT AUSTIN TEXAS a dclav rental an 
the amount specified in the: following schedule: muluplied by the: number of acres then covered by this lease. '~hach payme:u. ''hen'umely made:, ~hall cont;nue tha~ lease: for 
a period of one (I) additional year. In lake manner and upon payment of the amounts set out in the followang schedule. !has lease may be funh.:r conunue for successl\e one­
year periods during the primary term of thas lease provided that payment is made on or before the anni,ersary date. 

Anniversarv Date Dc:lav Rental pa .-\ere 
First S 1.00 
Second S I 00 
Third S 16.67 
Founh S 16 67 

True and Correct 
copy of _ 

Original filed 1n 
Reeves County 

Clerks Office 



.. , 
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4. PRODUCTION ROYALTIES. Upon production of oil md/or gas..~= agrees to pay or cause to be paid one-half{l/2) of the royalty 
provi~ed for in this lease to the Commissioner of the General Land Office of the Sute o fTc:xas. a.tALUtin. T=. and one-balf(l/2) o f such royalty to the owner of 
the so1l: 

(A) O(L Royalty payable on oil, whi~ is de5ned as including all hydrocarbons p~uc:d in a liquid form n the mouth of the well and Usa as all 
co ndensa!e; distillate, and other liqUid bydroc::l.rbons re--....,vered from oil or gas run through a sepan.tcr or other equipment, as ben:inaftcr provided, shall be 

3 / 16 part of the gross produdon or the rnarlcet value thaeo( at the option of the owner of the soil or the Commissioner of the 
C-.::Jeral Land Office, such value to be de<..cr.n.ined by I) the higbc:st pos-.c:d price. plLU pr.:miwu. if any, offered or paid for oil, c:onde.'U:~te, distill at:, oc other liquid 
hydroe3ltxms. respectiv~ly, of a like type md gnvity in~ gmc:oal ~where produc:d and wh~ run. or 2) the highest llWL"t pri~ thereof offered or p.Ud in the 
gencn.l area whc:n: produced and when run, or 3) the gross pro=d.s of the sale tha"CO( whic:bever is the p-c;11et. Lessee agr= that before a:ny gas pro<iuced from the 
le:J.SCd p~ es is sold, usc d or ?roc::::ssc:d in a plant, it will be run free of cost to the royalty owners through an adcq uate oil ac d g:u separuor of con v:n tiona.! type, OC' 

other equ1pment aL least as effic;ent, so t.'lal all liquid hydroc:ar!>ons recoverable from the ps by such mC:lOS will be m:overd .. r.-u: ret;uirrnlent dw such gas be nm 
through a separator or other equipment may be waived in writing hy the royalty owner.: upon such eerms and conditions as they pr.:sc:ibe. 

(B) NON PROCESSED GAS. Royalty on any gas (Including flared gas), which is defaned as all hydroc3rbons and g:l.SCOus substances cot defined 
as oil in subpang:':lph (A) above., produced from 3.1lY weU on said land (exc::::pt as provided herein with respcc:t to ps proc.::sse:i in a plmt fOC' the octrac:tioa o f 
&=line, liquid hydroc:.ubons or ot.~ products) shall be 3 / 1 6 part of the P'QSS produdon or :he :n.ulcct value th=t: u the option of the 
owner of the soil or the Comm.issionc::" of the Gca=U L:lnd Office, such value to be based oo the hi~est market price paid or offered for gas of companble quality ia 
the general~ where produced and when run, or the gross price paid or otrered to the producer, whichever is the gre:uc:r, provided tb.:u the maximum p=un: base 
in me3.SUI'ing the ps under this lease shall oot at any time exceed 14.65 pounds per square inch absol~ a.cd the SWldard base tcnpcrarur:: .sh:ill be sixty (60) 
degrees Fahrenheit, con=tion to be made fo r pressure =rding to Boyle's uw, and for specific gnrvity acconf'mg to t.c:st:s ma.Ce by the Balance Method or by the 
n:ost 3pproved method ofte.sting being used by the industry u the time o f :.:::sting. 

(C) PROCESSED GAS. Royalty on any gas p=ed in :1 gasoline plant or other plant for the recovery of g3SOiine or other liquid hydrocarbons 
sh:lll be 3 / 16 part of t."le residue gas md the liquid bydroQlboru cxtracted or the r=rlc:t value thc:rco( a.t the option of the 
owner of the soil or :he Commissio:Jc:r of the General L.lnd Cffi=. All royaltic due herein shall be based on one hundred pen:...-nt (100~~) o f the total plant 
production of residue gas <Utr:butlble tops produced from th.is le:!Sc; ;ind on fifty p=t (50%), or tha.t pert:Cllt acc:uing to L=ssec; wbic!lever is the gTC31cr, of the 
tot.ll plant production ofliquid hydrtx::ubons a.t:tributable to t."le ~ produc::d from this l=e; provided tha.t ifliquid hydrocarbons are recovered from gas pro=ed 
in a plant in wbicb Lessee (or its pare:1t, subsidiary or :Ufiliate) owns an interest. then the ;=t:---ntage applic:Wie to liquid bydrc<=tons shall be fi.fty )fere:ru (S~~) or 
the nighest pe~nt ac-'":'lling to a third party proc:ssing ps throug..~ such plant under a proc::ssing agr:e:nent cegotia:e::t aL :um's length (or if there is no suQ third 
pazty, the bigl:es: p=nc t.'l<:n l:-eing speciiied in proc::ssing ~=ents or contrac:s in the industry). wbic!lev:r is the: g:r.::ucr. The respective royalties on r-...sidue gu 
md on liquid bydro=bons sha.:J be determined by I) the: highest m:ulcet price paid or oEered for any gas (or liquid hydrocartcns) o f companble quality in :he 
genenl :lte:J.. o r 2) the gross price paid or o~m:d for suc!l res:due g.as (or the weighted 3V':Tage gross selling ;Jric::: !"or tl:c: r:::spc:::-..ive gn.Cc:s of liquid ltydroc:ubons). 
whichever is t."le gre;u.cr. !n no event, howevc:-:, .shall the royalties payable under this pang:r:1ph be less than the: royalces which would have be-::1 due h:ld the gas not 
be::n processed. 

••• 
• • • • ~ fD) OTriER PRODUCTS. Royalty on c:W-lon black, sulphur or :my other produ= produc..:d or manuf:u::'W":d !'rom glS (c::-;.;.::,ting liquid hyc!roc.:~tbons) 

whc~e; said ps be ·casingilc:ui," •dry, • or m y other jpS, l>y frac!ionating, bwning or lnY other ;Jro=sing shall be -3/1 6 part of the 
ucas pr:3~~etion o f such produc::s, or the marlcct value the:-:of, aL the opt: on of the owner of the soil o r the Coaunissione: of the Ge:1er:tl Land Office:, suc.i :n:ltlcet 
value•~ be •det=r:nined as follows: I ) on the basis of the higl:est market price of eac!l product for the same month in which sue!\ product is produced. or 2) on the: 
basis o! the ave.-ag: gro~s sale price of eac..i produc: for the s;ur.e month in which such products ar: produ~d; whic..iever is the gre=r . .... 

• • 
• • • • S. l'vfiNIMUM ROYALTY. During any yc::u- after the :xpir:uion of the pri~.ter:n of this lease, if this le:ue is mJ.int.:lined !,y production. the royalties 

p.U'1, ~q,e, ~is le ase in no event shall be less thm an amount eqU31 to the total annual delay rent.:l.l h=in provided; otherwise, t.be:: sb:ill be due and jl:lyable on or 
befcrt the ltst day of the :no nth succ:eding the = iversary da.te of this lease a sum equal to the toca.l 11Mual renta.lless the =:cunt of royalties jlaid during the 
prezcding ye:u-. l!Pauguph 3 a f thi3 1=e dOClnOt . peeiiJ a dele) renl:al amewR'o ' ili A fo r the pWJ!OSCS of this parag1"3ph, the delay rental amount shall be: one 

doll;r_~s~.~) pc:r acre. 

• • 
' · ROY.\.L TY IN KIND. Notwithstanding any other provision in this lease:, a.t my time or from time to time, the owner of the soil or the Commissioner 

of tlf~eU~ Land Office may, a.t the option o f c:ithc:-:, upon not less than sixty (60) days ooti~ to the: holder of the le~. require that t.ie payment of my roya.lti~ 
ac:c::uing to suc..i royalty owner undc:r :..iis 1C3Se be maec in lend. The owner of the soil's or the Commissioner oftl:.e Ge!'lc:-:!l ~d Cffice's right to ulcc: its roy:llty 10 

kind slull not dim,inish or negate the: owner of the soil's or the Commissioner of the Gencn.l Lmd Office's rights o r Lessee's obligations., whether CX?teSS or implied. 
under this lc:J.Se . 

7. NO DEDUcnONS. ~e 3grC:S that :til royalties :u:c."1Jing under this I= (ancludin g those paid in kind) shal l be wid1out deduction for the cost of 
producing, gathering, storing. se?araring. tre-'...ting, de.iydra.tiog, compr.:ssing, proc::ssing. o-=sporting. and otherwise miling the oil, g:lS and other produc:s · 
her: under re3dy fo r sale: or use. Lessee :tgreeS to compute and pay royalties on the gross value re~ivcd, including my re;mb~ments for sevc:t:10ce t.:IXCS and 
production related costs. 

8. PLA.'IT FUEL A..'\l'O RECYCLED GAS. No royalt"J shall be payable: on any gas as may represent this lease's proportionate share of31'ly fuel LUed to . 
process gas produced hereunder in any proc:ssing plmL Notwiths:.:mding any other prov;sion of this lease, and subjec t to the wrinc:n consent of the owner o f th~ soil 
and the Commissioner o f the: General L.lnd Offic:.e, Lesse: nuy r.:c;yc!e p.s fo r gas lift puf?Oses on the leased pr:::::~iscs or :or inj ection into :my oil or gilS i'roducmg 
fonn:~tion underlying the lc::!Sc::l premis:s after the liquid hydroc:ubons co nuinc:d in the gas have be::1 removed.; no royalties shall be pay:l.ble on ~e recycled gas 
until it is produc:d md sold or used by Lessee in a manner whic !'l e:1tit.les the: royalty owne:s to a royalty undc: this leJ.Se. 

9. ROYALTY? A YMENTS A."'D REPORTS. All royalties no t talcen in k ind shall be paid to the Commiss ione r o f t.'le Genc:al LJnd Offic: ll Austin. 
Texas, in the following manner. 

P1yment of royalty o n produc:ion of oil and gas shall l:e J.S prov:dcd in the rules set fo r--"1 in the Te:c:u Regis!!:~. Rul es c um: ntly provide t.i a.t royalty _on oil is due 
md mLUt be re:::ived in the General L.md Office o n o r be fore :he 5th day o f the second month succ.-:: ding t."le rr.onth o f proc!uc:.ion. m d royJ.!ty on g:u IS c!~: :lr.d 
m ust be rccdve::t in the Gene:-al Land O ffice on or be!"or.: the l~ th day o f the se cond mont."l suc::e: ding the mont."l o f produc:.ion, ac::cmpm ic:d by ~':c .lffid1vit ~~ the f 
ownc:, mOl/lager o r other au!horiz:d ag::Jt. compl:tcd in Lie form :md m3tlncr pr.:sc:ribed by the G:::~cr:tl Llnd Offi~ m d show:ng the g;oss amcunt md d:si'~51 11~n- 0 

-II ' I d ,. • L "th f "I d !.$ ds - - ... • oL ~ oc•'cn. dJS00SIUC 0 ..u OJ an gas pro duced and the: mJ.tkct v:tlue o t the oal J.nd gas. tcg: :..er WI :1 ccpy o JJ ocurr.c:'l 'rccor o r re ,..or..s ~n>~nnm;; .... : ~rt,J8'-~ ·,·u ~yQrreCt 
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'· .. . ' . 
8lld nwket value includin& &as meter n:adings. pipeline n:~Xipts., ps line n:ceipts and other checla oc memoranda o(amouot produced and put into pipelines, WU::s. 
or pools and cas lines or &as storqc. and 811Y other n:ports or reeonh which the Gcncnl Land Offic;e may n:quire to verify the ~u production. disposition and 

' market value. In all cases the authority o( a mmqer or qent to act (or the Lessee ben:iD mast be filed in the GeDCnl Und Offia:. Eacll royalty payment sbJJ be 
~mpanied by a check: nub, sdledwe, summary oc ocher rc:znia.ance advice sho_will& by the asipd Geuc:n1 Lmd Office lease number the amoWJt of royalty bciq 
p&ld on each lease. If Lessee pays his royalty on oc bcfon: lh1rty (30) days after the royalty paymcmwas due, then Lessee awes a penalty oCS% on the royalty Or 
ru.oo, whichever is pear.er. A royalty paymeztt which is over ttUrty (30) days late shall 8CClUC a pcua1ty o( 10% of the royalty due or $25.00 whicllcoter is cr=er. 
In addition to a penalty, royalti= siWJ acaue intc:n::st ill a rille o( 12% per year, sudl 1zu=at will bqja accruill& when the royalty is sixty (60) days overdue. 
Affilfavia and supporun1 doc:umcnts which are DOt filed when due siW) incur a penalty ia 1D lmOIIIIt set by tbe General Land Offic;c: administrative rule which is 
effective: on the cUll: when the affidzvits or supportin& do~ were due. The Lessee shall bear an responsibility Cor payiD& or causin& royaltl= to be paid as 
prescribed by the clue da1l: provided hcn:ia. Paymc:Dt of the delioqaeocy penalty shall iD 110 w-zy opcnte to proh.ibit the Slate's riiht oCforCei1nn: as providc4 by 1nr 
nor aa to postpone the~ on which royalti= were cri&inally due. Tbe above penalty provisions sha1J aot apply iD cases of title disputt as to the Stille's ponioa o( 
the royalty or to tbill portico of the royalty in dispuzl: as to Cair IIWicet value. 

10. (A) RESERVES, COl'ITRACTS AND 0'1lffiR RECORDS. l.essce shall ammally lbmisb tbe Commi.s:s.ioner of the General Land Office: 'lfitb 
its best pouible c:stimatc o( oil aad ps reserves uoderlyiac this lease oc allocable to this lease and sha1J furnish said Commissioner with copi= o( all contncu lllldcr 
which cas is sold oc proc:cs.sed and all subsequent ~ and unendmcnts to such c:omrxts witbiD thirty (30) days alter emerio& inro or malcin& such cocuracts, 
acrc:ements or ameudments. Such coruncts and agreezncn~S when rcc:cived by the General Land Office shall be bdd iD coo.fidc:zK:c by the General I...aad Office lllllcss 
otherwise: authormd by Lessee.. All other contrai:U and rc:c:ords pc:rtai~ to the production. transportation, sale and ~ o( the oilmd cas produced oa said 
premises, incJudinc the books and acc:ount:s. n:c:cipts md d.iscbarg= ol all weJ1.s, tank:s. pools, meters, and pipclloes shalliC an times be subject to inspcl:tion and 
ex.aminat.ion by the Commissioner o( the General Land Office, the AUomc:y General, the Govemor, or the n:pn:sc:ntative o( any of them. . 

(B) PERMITS, DRn..LING RECORDS. Wriacn ootic:c: of all operations on this lc:asc: shan be submiul:d to the Commissioner of the: Gcnc:ral 
Lmd Offic:c: by Lessee or openror five (S) days before: spud dale. woclcover, re-cnay, tcnporary abandonmc:nt or pluc and abandonment of any wc:D or wells.. . Such 
written ootic:c: to the General Land Office shall iDclude copies o(R.ulroad Commission Corms for application to drill Copi= of well tats, completion rc:pons and 
plugcing rc:poru shall be supplied to the General Land Offic:c: ill the time they arc: filed with the Texas Railroad Commission. All applications. permits, reports or 
other tilinp that rc:fc:n:nc:c: th.U lease oc any specific well on the: leased pn:mises and !hal an: submitted 10 ~Texas !Uilroad axnmission or my other covemmc:nw 
agency shall include: the word "Stale" in the title. Additionally, iD a.ceordanc:c: with Railroad Commission rulc:s, any si~ on the: lc:ascd premises for the: purpose of 
idcnti(yinc well5, tanlc baueri= or other associated improvements to the Wid must also include the word "Sun:. • Lessee shall supply the Gcnaal Land Office with 
any records, memormda, &ea~uots., rc:pons, cuainp md cor=, or other information relative to the operillion o(the above-described pn:misc:s. which may be 
n:qucsted by the Gcncnl Land Office, in addition to those bc:n:in expressly provided (or. Lessee sJWl line m electrical and/or racfioaaivity survey made oa the 
bore-hole: section. from the: base: o(the sW'face casing 10 the: lOW dc:pth of well, of all wc:ll.s drilled on the above described premises and shall transmit a true: copy oC 
the log of each suncy on each well to the General Land Offic:c: within fifteen (15) dayl zfta-the making o(said survey. 

1 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials an: not tiled in the General Land Offia: wbc:n 
due. The penalty for late filing shall be sc:t by the General Land Offic:c: administrative rule which is c:ffc:ctivc: on the date when the materials wen: due in the General 
Land Office. 

• • • • • ~ 1. DRY HOLEICESSA TION OF PRODUCTION DURlNG PRIMARY TERM. U: during the primary tam hc:m>f a:nd prior to discovery and production 
of oit off,u on said land, Lessee should drill a dry hole or holes thereon. o r if during the primary t.cnu ben:of and after the discovery and aaual production of oil or 
gasjfdtG ltv: leased pn:mis= such production thcn:o( should c:c:asc from any cause, this lease shall not t.ermina1c: if on or be(orc the cxpir.uion of sixty (60) days O.,m 
date fltcontplc:tion of said dry hole: or ccssa.tion of production Lessee commc:nc= additional drilling or reworlc.in& opc:rillions thcrc:o~ or pays or tenders the: next 
annuaJodelay n:nbl in the same manner as provided in this lease. u; during the last year of the primary tl:ml or within sixty (60) days prior thereto, a dry bole be 
comp(ell4 ;and abandoned, or the production of oil or ps should cease for any cause, L:ssc:e's rights shall remain in full (oro: and effect without further operations 
unu,O..Pirillion o(the primary tum; and if Lessee has not rc:swnc:d production in paying qu;antities at the expiration of the primary tenn, Lessee: may maintlin this 
lease by COIIduc:ting additional drilling or reworking operations pursuant to Paragraph 13, usin& the expiration of the primary tcnn as the dille of cessation of 
pro3~Mo~dc:r Paragraph 13. Should the: fun well or any subsequent well drilled on the above desc:nDc:d land be completed as a shut-in oil or gas well 'lrithin the 
prima.li' term herc:of; ~may resume payment of !be annual rental in the same manner as provided ben:in on or befon: the rc:ntd paying da1l: following the 
expiration QC sixty (60) days from the date o( completion o( such shut-iD oil or gas well and upon the: failun: to malc.c such payment. this !case: shall ipso f3c:to 
tc:nflft\~ ,Cat the expiration o(tbe primary tmn or any time thc:rcafter a shut-in oil or &as well is located on the leased premises, payments may be made in 
ac:c:ordan~ w ith the shut-in provisions hen:o!. 

•••••• . . . . 
12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. U: at the cxpir.uion o(tbe primary te:m, neither oil nor gas is being 

produced on said lane!. but Lessee is then engaged in drilling or n:worlc.ing opc:r.uions then:on. this lease shall remain in force so long as oper.~tions on said wc:ll ~r for 
drilling or rcwooong of any additional well arc: prosecuted in good faith and in-worlananlilcc: manner without intcmJptions totaling mon: than sixty (60) days dunng 
any one: such opcr.uion. and if they result in the production o( oil and/or gas, so long thereafter as oil and/or gas is produc:c:d in p:rying quantities from said land. or 
payment of shut-in oil or gas well royalti= or compensatory royalti= is made: as provided in this lease. 

13. CESSATION, DRII..LING, AND REWORKING. u; aftcT the expiration of the primary tenn, production of oil or gas from the lc:asc:d pn:mises, &fttr 
once obtained, should c:c:ase from any cause, this lease: shall not terminate if Lessee commences additiooal drill in& or rcworiting opcntions within sixty (60) days 
after such cessation, and this lc:asc shall remain in full (orc:c: and etfc:ct for so long as such opcntions continue in good faith and in worlcman.lilcc manner without 
interruptions towing mon: than sixty (60) days. If such drilling or reworking operations rc:sult in the production of oil or gas, the lease shall n:main in full forte and 
effect for so long as oil or gas is produc:c:d from the leased premisCl in paying quantities or payment of shut-in oil or gas well royalties or payment of compcnsaUlry 
royalties is made as provided hc:n:in or as provided by Jaw. lfthc: drilling or n:woridng operations result in the completion of a well as a dry hole, the: tease: will not 
terminate: if the Lcs.sc:e commences additional drilling or n:worlc:ing operations within sixty (60) days after the completion of the well as a dry hole, and this lease 
shall n:main in c:ffc:ct so long as Lessee ccntinues drilling or n::worlcing o perations in good faith and in a. worlcmanlike manner without intcmJptions tolaling more: 
than sixty (60) days. Lessee shall give written notic:c: to the General Land Offic:c: within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYALTIES. For purpoSCl of this paragraph. •well" mc:3JlS any well that bas been assigned a well number by the state agency ~vi~g 
jurisdiction over the production of oil and gas. If, a1 any time: after the: expiration of the primary term of a lease that, until being shut in, was being mainwned .lll 
force and c:tfect. a well c:~pablc: of producing oil or gas in paying quantities is loc:u.cd oo the: leased pn:miscs, but oil or gas is not being produced for laclc of su1table 
production facilities or lack: of a suitable: market. then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the: annual rcnlal provided in the: 
lease, but not less than Sl,200 a year for each well capable o f producing o il or gas in paying quantities. lfPt~ts:;rl!ll'h 3 efthil lc:119c deCl net 'puir;,· a del•y rx:nUII 
~QilRI.c "'"' fo r the purposes of this paragraph. the delay rental amount shall be one dollar (S 1.00) per acre:. To be effect ive:, each initial shut-in oil or gas royalty 
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must be pald on or before:: (1) the cxpintioa of !be primary t=n, (2) 60 days attcr the Lessee c:cases to produce oil or cas from the: Jc:ascd premises. or (J) 60 days 
after Lc:ssc:c: ~~pletcs a drilllnc or R'W'Oikinc opcntion iD x:cordaoec: with the: lc:asc provisions; whichever date is latc:st. Such payment slall be: aw1c: ooc:-half(l/2) 
to the: C~mmwaoDet of the GeucnJ l.mcl Office and ooc:-hall(l/2) to lbc: OWDcr of the: soil. If the shut-ill oil or~ royalty is paid, the lease: shall be: c:oasldc:red to be: 
a prod~CUIC lease and the payment shall c:xt.cDd the: lam of the lease for a period ofooc yar from the end of the pnmary tam. or from the first day of the month , 
!ollowmc the month iD which production ~ llld, a1tc:r thai. if no Sllitable production faca1itics or ~itablc: awkc:t for the oil or cas exists, l..c:$see nay atcld the 
lease for four D\91'C suec.esslve periods of one (1) yur by payinc the same amounl c:ach yar oo oc bcfurc !be cxpintiou of c:Kh shut-in )"C#. 

15. COMPENSATORY ROYALllES. 1.( durin& the period tbc lease Is lcqlt in effect by payment of the shut-in oil or &as royalty, oil or cas is sold and 
deliv~d ~ pa~c quantities from a weD loc:at.c:d withiD oac tbousaod (1,000) feet of the: leased prc:misa md complc:tc:d in tbc: same producin& rc:savoir, or iu my 
case ID Wflach dnifta&e a oc:curri.o&, the ri&JU to c:ootiouc to maintaJ4 the: lc:asc: by paylnC the shut-in oil Of ps royalty shall eease. but the lease shall n:maiG effcc:tivc. 
for the remainder of tbc: yev for whkh tbc royalty bas been paid. The Lcssc:e may nWntai.a tbc: kasc: foe four more: succe:s.sive yean by Lessee payinc ~ 
royalty at the royalty rate provided iD tbc lease of the marU1 value of production from tbe wdJ C311Sinc !be dniDage or wb.icb is completed iD tbe same ~ 
rc:suvoir and wil.b.in ooe thousaud (1,000) feet oftbe Jc:ascd premisc:s. lbe cocnpens3Ull)' royalty is to be: paid monthly, oae-half(l/2) to the Commissioner of the 
Gencnl Land Office and onc-half(IJ2) to the ownet of the soil. bqinoiac ou or bc:fon: the last day oftbc month foUowiDc the month iD which the: oil or psis 
produced from the well causinc the draia2cc or that Is complc!l:d in lhc: same: produciuc rc:servqir and localr:d withiD ooe thousand ( 1.000) feet of the leased praoisc:s_ 
If the c:ompensalOiy royalty paid iD Ia)' 12-tDODth period is iD an amount lc:ss thaD tbe annual shut-in oil or cas royalty, I..c:ssee shall~ m amouat equal to tbe 
di1rcreoce within thirty (30) days 6-om the end oftbe 12-mooth pc:riod. Compensatory royalty payments which .-e oot timely paid will acaue penalty and uu~ iD 
~ce with Par.qr.~pb 9 of this lease.. Noae of these provisions wm rdieve Lessee of the obliplioa ofreasoaa.blc: development nor the obliptioo to drill offset 
wells as provided iD Texas Natural R.c:soar1:c:s Code 52..173; however. It the: detcminatioo of the Commissioner, and with the Commissioner's wri!I.Cn approval, the 
payment of compensatory royalties c:a sansty !be obliption to drill of!lct wells. . 

16. RETAINED ACREAGE.. Notwithstanding any provisioo of this lease to the cootr.uy, after a well producing or capable of producing oil or ps hzs 
been comple11:11 on the leased premises, Lessee slaU c:xm:ise the diligCDce of a reasonably pnldent o~ iD drilling such additional weU or wells as may be: 
reasonably necessary for the proper development of the leased prcmisc:s md in markctinc the production thereon. 

(A) VERTICAL Ia the event this lease is in force and effect two (2) yean after the c:q:'ir.ltioo date of the primary or c:xtJ:nded tam it .sbll then ~ennin:ue 
as to all of the leasc:d premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing iD payioc quantities and 320 ac:es surrounding ad! ps well 
capable of producing in paying quantities (ancludinc a shut-in oil or cas well as provided in Pangn.pb 1-4 berc:ot), or a well upon which I.a.sce is then engaged in 
continuous driJling or reworking operations. or (2) the number of acres included iD a prodll(;ing pooled ~mit pursuant to Texas Natural Resources Code ~2.1 51-
52.153, or (J) such greater or lc:sser number of aac:s as may then be: allocated for production purposes to a proration unit for cacl! such producing well under the rules 
and regulations of the Railroad Commissioa oCTc:xas, or arry successor agency, or other govemrn=tal :wlhority having jurisdiction. lf a.t any time a.ftu the effective 
date of the partial tamination provisions bereo( the applicable field rules~ changed or the :Neil or wc:lls IOC3tcd lbcreoo arc: rec:lassified so thxlcss ac:rcate is 
therc.aftu allocated 10 S&id well or wells for production purposes. this le:asc shall thereupon temUna.tc as to all acreage not th=ftcr alloear.ed to said wcU or wells for 
production purposes. Notwithstanding the tcnnination of this lease as to a portion of the lands covered hereby. Lc:ssc:c shall ncvenhclcss continue to have !he right of 
ing:rcs3 to and egress from the lands still subjca to this lc:ase for all purposes described in Par:lgra.pb 1 bcrco( together with casements and rights--of-way for existing 
roads, q~tinc pipelines and other existing facilities on, over and across all the lands described in Paragraph I hereof \the retaincrl lands"), for access to and from the 
rcuta.~J~ and for the g.atherinc or transportation of oil. gas and other minerals produced from the retained lands. . .. . . • • fl> HORlZOI'IT AL. Ia the event this lease: is in force and ctrca two (2) years a1tct the e:xpintion date of the primary or c:xtended tam it sbaJJ furtha 
tennirJte as to all dcpth.s below I 00 feet below the total depth driliC1i {hereinaftt:r "deeper dcpthsj in each wcU IOC31cd on acreage retained in P~h 16 (A) 
abovc,•unlc:ss on or before two (2) yearl ~the priawy or c:xta~dcd tam Lessee pays an amount equal to ooe-half(112) of the bonus originally paid as 
co~i~Qn for this lease (as specified on page 1 bcrcot). If such amount is paid. this lc:ase shall be in fo!Q: and cffca as to such deeper deptlu, and said 
tennil\flfob shall be delayed for an additional period of two (2) years 111d so lone thcrca&r '!5 oil or gas is produced in paying quantities from such deeper depths 
covw~~¥Shis lease. . . 

(C) IDENTIFICATION AND FllJNG. The: surfal:e aaage retained hereunder as to each weD shall, as nearly as practical. be in the form of a square with 
the wcll looated in the center therco( or sueh other shape as may be: approved by the Commissioner of the General Land Office. Within thirty (JO) days alter paltW 
terrn,:Mo~fthis lease as provided bcrcin, Lc:ssc:e shall execute and rteord a release or releases cootainin& a sxisfactory legal description of the a=ge and/or 
depths not .uined hereunder. lbe recorded release. or a certified copy of nmc. shall be filcrl in the Genc:nl Land Office. accompanied by the filing fee prescribed 
by ~~~~~Land Office rules in effect oo the c!.atc the release is filed. If Lessee fails or refuses to execute and record such release or releases within ainc:ty (90) 
days after being requested to do so by the General Land Office. then !he Commissioncl" a.t his sole disa-ction may designa1e by wria.cn insaurncnt the aange and/or 
depths to be: released hereunder and record such instrument at Lessee's ~pcrue in the county or counties wbac the lease is located and iD the official records of !he 
General Land Office and such designation shall be: binding upon Lc:ssc:e for all pwposcs. 

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royaltie.s paid, or to be: paid. u.ndc:r Ibis lease shall relieve Lc:ssc:c onus obligation to pro teet 
the oil and gas under the above<iiescribc:d land from being dnincd. Lessee, sublc::ssc:e. receivc:r or other agent in corurol of the leased premises shall drill as ro.any 
wells as the faas may justify and shall use appropriacc 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 &as should be produced in conunc:rcial quantities within 1,000 feet of the leased premises, or in any c:ue where the leased premises is being 
drained by production of oil or gas. the L.cs.sec. Sllblc:ssee. receivc:r 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 dnining well or wells or the well or wells completed within 1,000 fec:t of the leased premises start prodll(;ang 
in commercial qu:mtities and shall prosecute suc:h drilling with diligence. Failure to satisfy the sta.tutory offset obligation may subject this lease and the owner of the 
soil's agency rightS to forfeiture. Only upon the determination oflhe Commissioner of the General Land Office and with his written approval may the p~ymrnt of 
compensatory royalty under applicable starutory parametcn satisfy the obligation to drill an offset well or wells required Wider this paragraph. 

18. FORCE MAJEURE. lf, alter a good faith effort. Lessee is prevented frum complying with any ~press or implied covenant of this lease, frum 
conducting drilling opcr:ll.ions on the lusc:d premises, or from producing oil or gas from the leased premises by reason ofwu. rebellion, riots, strilccs, acu of God. or 
any valid order, rule or regulation of government authority, then while so prcvcnt.c:d, Lessee's obligation 10 comply with suc:h covenant shOlll be: suspended and lc$sec 
shaJI not be liable for damages for failure 10 comply with suc:h covenants; additionally, thiJ lease shall be ~tended while Lessee is prevent.c:d. by any such C3USe, 
from conducting drilling and reworlcing opc.ra.tions or from producing oil or gas frum the lc:ued premises. However, nothing in this p11r3.gr.1ph shall swpcnd the . 
pay ment of delay rentals in order to maintain this lease in effect during the prim ill)' term in the absence of such drilling or reworking operations or production of 011 

..,· 

or gas. 
True and Correct 

copy of 
Original filed In 
Reeves County - ~ ,. __ 



. . . 
r 

19. WARRANTY CLAUSE. 'The O'lmCr o(ltlc soU warrants and agrees to defend title to the l~d premises. If the owner of the soU defaults in 
payments owed on the leased pn:miscs, then Lcs.sc.c ~redeem the rights of the owner of the soil in the kased premises by pay inc any mortpgc.l&ltcs or other li 
on the leased premises. If Lessee malcc:s payments on behalf of the owner of the soil uoder this paragraph, Lcsscc may rccova the cost of these payments from 1hc cn.s 
rental and royalties due the owner of the soil. 

. 20. (A) PROPORTIONATE REDUcnON CLAUSE. If the owner of the soil owns less t.hm tbc: entire undivided surface estate Ia tbc above 
~~d land, whether or not Lc:sscc's inleTCSt is specilied hemn. then the royalties and rental ~in provided to be paid to tbc: owner of the soil shall be ;l~:1·- l1iiu 
U1 the proportion which IUs iDIUeSt bean to tbc: entire undivided surface esw.e and the royalties and renul bc:rein provided to be paid to the Commi.s:sioncr of~ 
Gcncn.l Land Office of the Slate: ofTcxas shall be likewise proportionately reduced. However. befun: Lessee adjusts the royalty or rental due to the Commissioocr of 
the Gcncr&l Land Office. Lessee or IUs authorized rqm:se.nu.tive must submit to the Commissionc:r of the Geucra1 Land Office a written st3temcnt which explains the 
discn:panq between the ~tac:st purportedly leased under this lease and the acruaJ iD=c:st OWDCd by the owoa of the soil. The Commissioner of the Gcncrat laQd 
Office shall be paid the value oflbc whole production &lloeable to my undivided iatcn:st oot c:ovcn:d by a tease. lc:s:s the proportionate development and ProductioG 
c:ost &IIOQble to such undivided iDten:st. Ho~. in DO event shall the Commissioner of the Gcnc:nl Land Office receive as a royalty on the gross production 
allocable to the undivided incac:st not leased an amount less than the value of one·sixn:cnth (1116) of such p-ass. production. 

(B) REDUcnON OF PA YMENI'S. I~ during the primary term, a portion of the land covaed by this lease is included within the boundaries 
of a pooled unit !hal has been approved by the School Land Board and the owner of the soil in acc::ordaocewith Narur&l Resources Code Sections S2.1Sl-S2.1S4, or 
it at any time after the expindon of the primary tcnn or the extended term. this lease covers a lesser number of acn:s than the total amount described bcn:in.. 
paymcuts ~ arc made on a pa Kn: basis hereunder shall be reduced ac:cordin& to the number of a.c:n:s pooled, released, surrcndcn:d, or ochcrwisc severed, so lhU 
paymeqts dctcnnined oa a per ac= basis under the terms of this lease durin& the primary term shall be c&lc:ulc:d based upoa the 1111mbc:r of acn:s outside the 
boundaries of a pooled unit. or, if after the expiration of the primaly term. the number of acn:s a.dU&lJy rc:taiued and covered by this lease. · 

2 I. USE OF WATER. Lcs.sec shall have the right to use water produced on said land =saty for opcntions uoder this lease except watu from wells 01 
tanks of the owner of the soil; provided, bowever, Lessee shall oot use potable water 01 water suitable for livcsuxk or irricatioa pwposcs for wau:rflood operations 
without the prior consent of the OWIIct of the soil 

22. Atll1i0RlZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its opcntions to all pe=aal property, improvements, 
livc:stoclt and crops on said land. 

23. PIPELINE DEPTIL Wbal requested by the ownCT of the soil, Less" shall bwy its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be clrillcd neacer than two hundred (200) feet to my house or baro now on said premises without the 
written consent of the owner of the soil. 

25. POLLUTION. In developing this area, Lessee sh.&IJ use the highest degree of e:u-e and all proper safeguards to prevent pollution. Without limiting the 
foregoing, pollution of coastal ~!lands, n.atural watcrw:1ys. riv= and impounded Wlller shall be prcvcntc4 by the usc of containment facllitic:s sufficient 10 prevent 
spillllfc· seepage or ground wat~r contamination. Ia the event of pollution. Lessee shall usc all means at its disposal 10 n:c:apnue all escaped hydroarbons or other 
pollvtu{ :n, shall be responsible for all damage to public; and priv:tte properties. Lessee shall build and maintain fences around its slush. .rump, and dr:linagc pits 
and ta\k"b\acrics so as 10 protect livcstoclc against loss, damage or injury; and upon completion or abmdonmcnt of any well or ~II$, Lessee shall fill and l~v~ all 
stw; ,~ IQif ecllars and completely clc:m up the drilling site of all rubbish thc.reon. Lessee shall. while conducting opcr.u.ions on the leased prcmlse.s. kee-p said 
prcml!!l ~of all rubbish. c:aas. bottles. paper cups or prllagc. and upon completion of operations shall reston: the S\llfau of the land to as near its original 
c:onditien and con10un as is pnaicable. Tania ;sod equipment will be kept painted and pn::scnt<lblc. 

•••• 
• • • • -2•6. REMOVAL OF EQUJPMENr. Subject to limitatlons in this para.gr.apb.. Lc:ssce shall have the right to remove machinery and fJ.Xturcs placed by 

Lessee on~ leased premises, including the right to draw and remove casing. within one huridrcd twenty (120) da~ aftu the expi.ratioo or the termination of this 
lease ~~e owner of the soil grants Lessee an extension of this I2CH!ay period. However. Lessee may not remove easing from any well c:3pablc of producing oil 
and gas.in paying quantities.. Additionally, Lessee may not draw and remove easing until after thilty (30) days written notice to the Commis.sionerofthe General 
Land Offiec.and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures.. or c:asing which an: not timely n:moved by Lessee 
und~!~~ of this pangnph. 

• •! • • -JQ. (A) ASSIGNMENTS. Under the conditions contained in this para.gr.aph and Paragr;1ph 29 of this lease, the rights and cst:aLc:s of either pany 10 this 
lease may be assigned, in whole or in part, and the provisions of this lease shall extend 10 and be binding upon their be irs, devisees, legal reprc.scnwivcs, succ:essol3 
and assigns. However, a change or division in ownership of the land, renuls, or royalties will aot enlarge the obligations of Lessee. diminish the rights. privikge3 
and CSUtc$ of Lessee. impair the effectiveness of any payment made by Lessee or impair the etrcetivcncs.s of any act performed by Lessee. And no change or 
division in ownmhip of the land. rentals, or royalties shall bind Lessee for any purpose until thirty (30) days ilft.c:r the owner of the soil (or his heirs, devisees, legal 
tepn:3enu.tivcs or assigns) furnishes the Lessee with satisfactory written evidence of the change ia owne13hip, including the original recorded munimcnts of title (or a 
ecnified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the intuest 
auigncd, relieve and discharge Lessee of all subsequent obligations under this lease. If this lca.sc is assigned in its entirety as to only part of the acrc3&C. the right and 
option to pay rentals shall be apportioned as between the several ownen ratably, aceording to the area of each. and failure by one or more of them to pay his shan: of 
the rental shall not Ufcct this lease on the pan of the land upon which pro rata rentals arc timely paid or tendered; however, if the assignor or assignee docs not tile a 
cenificd copy of such assignment in the General L3nd Office before the next rental paying date, the entire lease sh.&IJ tcnninat.e for failure to pay the entire rental due 
under Paragraph J . Every assignee shall succeed 10 &II rights and be subject to all obligations. liabilities. and penalties owed 10 the Sta.tc by the original lessee or any 
prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Norwith.stlnding any provision in P;u-agr.sph 27(a), if the owner of the soil acquires this lease ia whole or in part by 
assignment without the prior written approval of the Commissiona of the General U.Od Office. this lease is void as of the time of assignment and the agency power 
of the owner may be forfeited by the Commissioner. An assignment will be treated as if it wen: made 10 the owner of the soil if the assignee is: 

(I) a nominee of t.he 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 partnership in which the: owner of the soil is a partner or is an employee ofsllch a partnership; 
(4) a principal stoclcholda or employee of the corporation which is the owner of the soil; 

(5) a partner or employee in a pannmhip which is the owner of the soil; Jrue and eeHOOt 
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(6) ~fiduciary foe' the owner oftbe soil; lncludin& but IIOC lim.itl:d 10 a guudian. lrUStl:c, exeanor, ad.lninistntor, receiver, or con.scrv&lef for the 
O'lmer of the soil; or 
(7) 1 Wl1ily member of the owner of the soil or related to the owner of the soil by m.urlagc, blood, or adoptioa. . 

2!. RELEASES. Under tbe conditions contained in this parqnph and ~h 29,Lcs=: m.y a.t any time c:x.ccutl: md deliver to the owner o( lbc soil · 
and place of record a release or releases covering any portion or portions of the leased premises. and thereby Sl.llTCDdcr this lezse as 10 such portion or portions, and be 
rel_!cved of all subsequent obliptions as 10 acrea&e surrendered. Ihny part of this lease is properly SW1'e1)cfercd, the delay reo~ due under this lca1'" VIal! ~ :::dl:~d 
by the proportion that the surrendered acreage bears 10 the acreage which was covered by this lease immediately prior 10 such surrender; however, such releue will 
not relieve Lessee of any liabilities which may have acaued under this lease prior to the Slln'CDder of such acreage. 

29. FILING~ ASSIGNMENrS AND RELEASES. If all or any part of this lease is mip!ed or released. such mi~t or release must be rceordcd iD 
the county where the land is siD.Jalcd, md the recorded instnmlent. or a copy of the recorded instrument certified by the c-nty O .erlc of the county iD which the 
insuument is recorded, must be filed in the Gcncnl Land Office within 90 days of the last exccutioa date accompanied by the praaibed filing fee. If any such 
assipunentis not so tiled, the rights ~d UDder this tease shall be subject to Corfeiturc at the option of the Commissioacr of the General Lmd Office. 

30. DISCLOSURE CLAUSE. A1J provisions pertaining to the lease of the abovc-dc:saibed land have been iududcd in this Instrument. iududinc the 
m•emcnt of the true eonsiclention to be paid fur the execution of this lease and the ripa llld diztics of die parties. ADy collateral agrccmcnts ennc:craing the 
dcvdopment of oil aad ps fiom the leased premises which are not contained iD this lease render this lease iDvalid. 

31. FIDUCIARY DUlY. The owner o(tbe soil owes the State a tiducl.ary duty and umst fully disclose my facts affecting the: State's interest in the leased 
premises. When the intcrcsu of the owner of the soil conflict with those of the State. the owner of the soil is oblipn:d 10 put the State's in.tc:rcsts before his penoaal 
interests. 

32. FORFEI11JRE. lfl.e:uee slu.ll fail or refuse to malc.c the payment of my sum within thirty days aftrr it becomes due, or if Lessee or an autJ\oriz:d 
agent should lcnowingly malce any false return or false report coocxming production or drill inc, oc it Lessee shall fall or refuse 10 drill any offset well or wells in zood 
faith as required by law and the rules and regulations adoptl:d by the Commissioner of the General Land Office, or if Lessee should fa.il10 file reports in the manner 
required by law or fail to comply with rules md regulations promulgated by the: Genc:ral Land Office, the School Land Board. or the Railroad Commission. or if 
Lessee should refuse the proper authority ~=to the records pertaining 10 opc:ntioos, or ifl.e$sce or an authorized agent should knowingly faiJ or refuse to pvc 
com:a information 10 the proper authority, or knowingly fail or refuse to furnish the General Land Office a com:a log of any well, or ifLc:s.see shalllcnowin&Jy 
violate my of the material provisions of this le~ or if this lease is assigned and the aslignmc:nt is DOt filed iD the General Land Office as required by law, !be rights 
acquired under this lease shall be subject to furfeinlre by the Commissioner, and he shall forfeit same wben sufficiently informed of the faas which authoiize a 
forfcitun:. and when forfcitl:d tbe area shall again be subjcc:t 10 lease under tbe tams of the: Rclinquisluncnt Act. However, nothing herein shall be construed as 
waiving the automatic tenn.ination of this lease by opcr.Won oflaw or by reason ofMJY special limitation arisiug hereunder. Forfeitures may be set aside and this 
lease and all righiS thereunder reinstated before the rights of another intervene upon .sailifactory rndence to the Commissioner of the Genc:ral Land Office of fut~U'e 
compliance with the provisions of the law and of this lease and the rules and rcguia.tions tlw auy be adoptl:d relative hereto. 

• .)3. UEN. In accordance with Texas Natur.ll Rcsow=s Code 52.136, tbc Sl3le sb.aJI have a tim lien upon all oil and gas produced from the area covrn:d 
by tltis k:asao10 secure payment of all unpaid royalty and other sums of money that may become due under Ibis lease. By acceptance of this lease, Lessee grants the 
State, t, :Jdition to the lie!! provided by Texas Natural Resources Code ~2.136 and liJY oth;r applicable statutory lieu, an cxpi"CSl contra.l;tUallicn on and security 
in~,;~ leased minerals in and extr.~ett:d from the leased premises. all proceeds which may xc:rue to Lessee from the sale of such leased miucnls. whether such 
procel~ artheld by Lessee or by a third party, and all fixtureS on and improvements 10 the leased premises used in toMec:tion with the production or processing of 
such lelsed mioc:rals in order 10 secure the paymc:nt of all royalties or other amounts due or 10 become due under this lease and to =payment of any damages or 
loss~ t.~or may suffer by reason of Lessee's bn:.ach of any covenant or condition of Ibis IC3SC. whether express or implied. This lien and security intcrc:st may be 
forecleM~th or without court proceedings in the manner provi~ in tbe Title I, Chapt1:r 9 of the Texas Business and Commen:e Code. Lessee agrees that the 
Conw~J'\rf:r may require Lessee to c:xccute and record such instruments as may be n:casomibly ac:eess:uy 10 ~knowledge., alt3l:h or pcrfea this lien. Lessee hereby 
rcprcstnts tttllt there an: no prior or superior liens arising from and relating to Lessee's activities upon the: above.cfcsaibcd property or from Lessee's ~quisition of 
this leu:. Should the: Commissioner at any time det.enninc that this rcprcscnta.tion is not true, thc:n the Commissioner may declare this lease forfcitl:d as provided 
hcn:in. • •••••• • • 

34. POOLING. Lessee is hereby granted the right 10 pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold 
or mT~ 1lcercst feu- the exploration. development and production of oil or ps or either o f them upon the same tcnns as shall be a:pproved by the School Land 
Board and the Commissioner of the General Land Office for the pooling or unitizing of the: interest of the Sw.c under this lease p~tto Texas NaDJ:ral Resources 
Code S2.1S l·S2.\S3_ The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requircmeniS stated in Texas Natur.J! 
Resources Code ~2.152. 

JS. INDEMNITY. Lessee hereby releases and discharges the Stale ofTexas aEd the owner of the soil, their officers, employees. panncrs. agents, 
contrac:tors. subcontractors. guests, invitl:es, and their respective successors and wigns. of and from all and any JCtions and causes of action of every nature, or other 
lwrn. inc:luding environmental harm. for which recovery of damages is sought, including. but not limited to, all losses and expenses wbic:h are caused by the 
activities of Lessee., its officers, employees, and agents arising out of; incidental to, or resulting from, tbc operations of or fur Lessee on the leased premises 
hcn:under, or that may arise out of or be occasioned by Lessee's breach of any of the tl:rmS or provisions of this Agreement, or by any other negligent or stric:tly liable 
act or omission of Lessee. Further, Lessee hereby agrees to be liable for. exonerate, indemnify, defend and bold lwmlcss the Sw.c of Texas and the owner of tbc soil. 
their officers, employees and agents, their successors or assigns, against any and all claims. liabilities, lossc:s. damages, JCtions, personal injwy (including dca.th), 
costs and expenses, or other barm for which recovery of damages is sought, under any theory iucluding tort, contract, or sttic:t liability, including attorneys' fees and 
other legal expenses, including those related to environmental hazards, on tbc leased premises or in any w:ry relatl:d to Lessee's failure to comply with any and all 
environmental laws; those arising from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from 
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agrc:cmcnt or any olhcr act or omisSion of Lessee, its d.ircctors, officers, employees, parmen, agents, cootraetors, subcontractors, guests, invit.ees, and lheir rtspcctive 
suc~ssors and assigns. Each assignee of thi.s Agreement, or an inlcrest therein. agrees to be liable for, exonerate, indemnify, defend and hold harmless the Stale of 
Tex:as and the owner of the soil, their offi~rs. employees. and agents in the same manner provided above in C:OMection wi th the activities of lessee, iiS officers, 
employees, :111d agents a.s described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE Ii"'o1>Ei\INITY OBLIGATIONS 
AND\OR LIABILITIES ASSUMED UNDER THE TER.."\15 OF THIS AGREEMENT SHALL BE WrniOUT LIMITS A.'o1> wrrnour REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE·EXISTI'NG CONDmONS), STRlCT LIABILITY, OR THE NEGLIGENCE OF ANY PA RTY 
OR PARTIES (INCL UDING THE NEGLIGENCE OF THE INDEMNIFlED PARTY), WHETHER SUCH NEGLIGE~CE BE SOLE, JOINT, 
coNCURRENT, ACTIVE, o R PASSIVE. True and Correet 
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. J6. ENVIRONMENTAL HAZARDS. l.es:3ee shall use the highest de~e of e.are and all reasonable safepard.s to pi'C'Vctlt eonwni!Wion or poUution r · 

~Y envuonmenw medium, Jneludin& soil. surface wuen. lfOundwuer, sediments, and surface oc subsurfaec stnta. ambient air or my other envinnunenlaJ lllCdi~ _ 
m. on, or under, the leased premises, by aay wane, poiJgunc, or contaminant. Lessee shall not brin& or permit to remain on the leased premises any &sbatos 
ccnta.inina m.a.tcria1s. explosives. toxic: mau:riaJs. or substances reJU)3.ted as ha:z3rdous wastes. ha:zardous IIWaials. hazardous substmccs (as tbc: tam '"lhz.vdollS 
Substance~ is defined in the ComprehcnsiYC Environmental Rc3ponse, Compensation and Liability Act (CERCLA), 42 U.S.C.. Sectioas 9601, ct.seq_). onoxic 
subsun~ under any fedr:raJ. state. or loc:al law or retUfallon ("'Hnardous Muc:rials"), except ordinary produc:ts c:oavnoaly used in coiiiiCCtloa -.with oil and &as 
cxplorUJon and development opcfations and noted in du: usualawu= and qumtities. LESSEE'S VIOLATION OF THE FOREGOING PRORmmON 
SHALL CONSTITUTE A MATDUAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY. HOLD HAR.\ILESS AND 
DEFEND TilE STATE OF TE:US A. "''D THE OWNER OF 111E son. FROM AND AGAINST ANY Cl.A.Dl.S. DA.\f.AGES. JUDGMENT'S. PENALTIEs. 
LIABJLrrn:.s, AND CQSTS (INCLUDING REASONABLE A TTORl'oiEYS' FEES AND COURT COSTS) CAUSED BY OR ARlSING OUT OF (I) A 
VIOLATION OF mE FOREGOING PROmBmON OR (D) nn: P.RESENCE, R.EI..EASE. OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON 
1JNDER., OR ABOUT THE LEASED PRE.\fJSES DURING LESSEE'S OCCUPA.."o/CY OR CONIXOL OF THE LEASED PREMlSES. LESsEE SILU.L • 
CLEAN UP, REMOVE, RE..'\lEDY AA'D REP AIR A.""lY SOIL OR GROUND WATER CONTA.'rONA TIONA. "ooD DA.'"GE CAUSED BY TB:E 
PRES&"o/CE OR RELE.\SE OF ANY BA.ZARDOUS MA TElUALS IN, ON, UNDER. OR ABOUT 11IE LEASED PRE."\ USES DURING LESsEE•s 
OCCUPANCY OF THE LEASED l'RDflSES IN CONFORMANCE WITH nn: REQUIR.E.'\iENI'S OF APPUCAliLE LAW_ TillS 
INDEMNIFICATION A."oo'D ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, UABILITY FOR RESPONSE ACTIONS VNDERTAKE:'4 
PUR.SUANr TO CERCI.A OR ANY OTHER ENVIRONMENTAL LAW OR REGUlATION. LESSEE SHALL IMliEDlATD. Y GIVE 1lfE STATE OF 
TEXAS AND THE OWNER OF THE son. WRITrEN NOTICE OF ANY BREACH OR SUSPECI'ED BREACH OF THIS PARAGRAPH. uPON 
LLAR..~ING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS. OR UPON RECEIVING A NOTICE FROM A.""lY GOVDNME'.-rAL · 
AGENCY PE.RTAL'IING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBUGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER ITR.\ONATION. FOR ANY REASON. OF 11IIS AGREL\fD'IT. 

37_ APPUCABLE LAW_ This lease is issued under the provisioos ofTexasNarun.l R.csourccs Code 52.171 throup 52.190. commonly lr::nowa u the 
Relinquishment Act. and other applicable lU1UtC:S aDd amendments thcmo, and if any provisioa in this lease docs DOt c:onfonn w these JUn~tes. the SW:Ub:S will 
prevail over any nonc:onforminaleasc: proYisioas.. 

J8. EXECUTION. This oil and gas lease must be ligncd and ac:Jcnowledged by the L=e before it is filed of record iJ1 tbe county records and in the 
General L3nd Office of the SWc ofTex.as.. Ooc:c the filinc requirements found in P:~tagTaph 39 of this lease have beea sarisfied. the e1fec:tive cW: oftbis lease shall 
be the d3.te found on Page 1. · · 

.. 
39. LEASE FILING_ Pursuani to Oupter 9 of the Texas Busineu and Cor:nmace Code. this lease must be filed ofn:cord in the office oftl1e County 

Ocrk in any county in which all or any pan of the leased premises is IOC3ted. and certified copies thereof must be filed in the Gcner.U Land Office. This l=e is not 
effective until a ccrtilied copy of this lease (which is made and certified by rile County Cleri: from his records) is filed in the General Land Office in :u:conbnce with 
Texas Narur.ll Resources Code 52.1&:1. Additionally, this lease shall not be binding upon the St:w: unlCS!I it recites the KtUal and true comidcr.uion p:lid o r promised 
for execution of this le:l.Sc. The bonus due the Stow: and the _pn:.scibed til in' fe: shall accompany suc:h catified copy to the Gcner.ll Land Office.. . 

* See Exhibit "A" attached for additional lease provisions. 

:~;;:; ~~~~~ 
•••• • • •••• TITLE:·------~~~~>d~~---------

DATE:. _ ____:/ 2J~--=~=---..!-7c;_:d:___ ___ _ • •••••• • • 

as agent for the SLiW: of Texas 

J.J. Meek~r, I! dividua11y 
Date: / li-1-9~ 

STATE OF TEXAS 

BY:-:----:-:----:------..,....-.,.-:----:=-------­
lndividually and as :~gent for the State ofTc:x.u 

Tax ID:!f: 
0~=-----------------~-------------

STATE OF TEXAS 

BY:.~~--~----~~~--~~-------­
Individual.ly and as agent for the St:ltc ofTexas 
SS# 
0~=·--------------------

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



STATE OF ____________________ __ 
(CORPORATION ACXNOWl..E:DGMENn 

COUNTY OF ____________________ _ 

BEFORE ME. die undetsip!Cd authority, oa this clay pmocaDy ~--------------~----
known tO me to be the pasco wbosc JWDC is subscribed to the r~coiD& instramcat. u. ____________________ .oc 

Given under my band md .seaJ of office this tbc. _____ d.ay of __________ _,· 19 __ • 

NoUry Public: ill aad fiw _________ _ 

STATE OF State of C8\\fOtrna (CORPORATION ACICNOWl..EOGMENI) 

r.nunty of san 01ego 
COUNTY OF"'_~-------------------

BEFORE ME. !he undcrsienecf aumority, oa this day pasoaally appeat'Cd Robert W. Debo1 t 

knowu to me to be !he pcrsoll whose IS3mC is subscribed to the foRJOin& instnmleDt, as. ______ _.p...,ri..IOe;.;;s;a..l.&. • .l.ldue-..n~.~..~.ot..._ ________ oc 

;:"::-7::-:-::=:~::-:--;-M:..e:..e-.-:-k:..e-.r_7I:..n--:-v_e,;,__:.s...:t...:m_e~n:-t--:-s..:'--I-:-n:-c-:-.-:--:---;--:-::--:---:-;-:-:;-:~:::;-~md aclalowlcdied to me !hal be c:xc~d tbc same 
for the purpos= and ccnsidc:ruioa tbcrei.D expressed, iD the ~ty ~d. md as tbc ;acr and deed of said .a:~rpor.u:ioa. 

G;•~"""amylun4..,<c>Jorom~...,.,.L ~ dzyoC 0~ . ~ 

ST ~af C al!fomls 

co•'-'~ of San Diego 
~~-, 

•• • 

Jj e 0 e A.A>n~~~A-"'1 --""'~=....;::;· ;..-:;;;~-<-~--=.;;.....,o,""""".......,;....__-
J . "'.~:. ... ELSIE COSTA [ 
~ :" . A. •· COMM. # 1039622 - N •~~ Publ' c: Ul. and l<..r "'"t" Of ""A'IIfom'~ ~ ; ..:~':_· ·A: Notary Public - Colifomlo ~ o-; 1 

w _ __..ro ... o ........ P:..:~va==~1""=--
z . ·-~ ~ ': SAN DIEGO COUNlY ~ .County Of San Diego 
~ My Comm. Expires MAR 27. 1999 { 

Joooovos tS••ijl oQQ{ (INDIVIDUAL ACXNOWI.EDGMEND 

• Be: fore me. the: undersigned authority, 00 this day pcnonally appc.:ll1:d __ J_._J_. _M_e_e_k_e_r....;, __ I_n_d_i_v_1_· _d_u_a_1_l...:Y:...... ___ _ 

• ···-·· • • 
Notary Public in and for State of CaUiomti 

eounty of San Diego 
(INDIVIDUAL ACJOIOWLEDGMENT) 

lcnown to me to be the pc:~ons whose aamcs aR subscribed 10 the: forc:zoing instrument. and acl:::!owlcdgcd to me: that thc:y executed the: s;unc: for the purposes and 
considc:r.uion thc:Rin expressed. 

Given under my hand and sc3l of ofl!c:c this thc: ___ {l ____ day of OUIZJhvL 19 92 
~??L~ 

-~-/?--/~ 
Noi.Jl)' Public in and 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 Meeker Investments, Inc., by 

Robert W. Debolt, President and J. J. Meeker, Individually, as 
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 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. 

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, shall not erect any buildings or houses on the leased premises and that 
only those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of 

•: ~leased premises. 

f··~ 
7~ .. ~olwithstanding 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 
.. • -itl~riting if fresh water is encountered during drilling, or if a fresh water fonnation is penetrated . ..... 

&!i:•Is~ee further agrees to maintain all drill sites and other portions uf 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 
da~age to owner of the soi l's other land and crops . ... , .. 

• • 
9-. ... lJ~~n written demand by owner of the soil, Lessee shall bui ld and maintain fences around its slush, sump and drainage pits and 

• ta~ 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 ro 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. 

12. Les see agrees to notify owner of the soil prior to drilling any well and upon compl etion 
or plugging of any well. Owner of the soi l can make reasonable inqu iri es with Lessee 
regarding drilling informat i on . 

True and 6or-r-est 
copy of 

Original filed in 
Reeves County 

Clerks Office .. ........,.. 



••• • • • •• • 
., •• l . . . 

• • • 

•••• . .. 
•••• 

• ....... 
• • 

• ....... 
• • 



General Land Office 
Re.Jiaquisbmnr Act Lea.sc Form 
Revbed, September 1997 

on. AND GAS LEASE 

nns AGREEMENT is made and entered into this 19 day of August 19~ betw~ the SUl.e ofTex.as, actin& by and through its 
agent. Julian Wade Meeker, DanierHill Kee~er and I.ayrence Rj 11 Meeker, 

Trustees uwo J. R. Meeker for Lifet1me Benefit of I .. R Meeker 
6300 Bjd~Jea Place. Sujte 1008. Fort Worth, Texas 76116 ~d~~t 

(Give Pc:nnancnt Address) 
hen:io referred to as the owner of the soil (wbcthcr onc: or more). and._--lC~l...lia~y~o..,.,,-.JA.;o~b~n~sL.J.oLinu....-=---:---:---::--:::-;::--------

203 W. Wal 1 . Snt j e 800 of 
Midland. Texas 7Q7Ql 

(Give Patnancnt Addre:ss) 
hereinafter called Lessee. 

l. GRANTING CLAUSE. For md in consideration of the amounts .stated below llld of the coven;mts llld agreements to be paid. kept llld performed by 
Lessee under this lease, the Sbl.e ofTc::x.as acting by and through the owner of the soil. bcteby &rantS. leases and lets unto Lessee, for the sole and only purpo$C of 
prospecting and drilling for and producing oil and gas.. laying pipe Jines, building tanks. stxlring oil and building power stations, telephone line.s and other strutture.s 
thcn:on, to produce, save, tala: care o( treat and tnasport said producu of the lease, the following land.s situated in Reeves County, Stak 
ofTcxas, to-wit: 

The South 245 acres of Section 44, Block 56, PSL Survey • 

. .. . 
co~11N._• __ ....:2::.4~5:.._ __ a.crcs, more or less. The bonus consideration paid for this I= is as follows: 

•••• • • • •• • 
• .... . . 

•••• 
• •••••• • • 

• 

TotheStateofTex.as: Two Thousand Forty-one and 75/100- - -------------------
Doll ars (.S 2 , 0 4 1 , 7 5 ) 

T o the o~croftbe soil: Two Thousand Forty-one and 75/100--------------------
Dollan (S 2 , 0 4 1 • 7 5 ) 

T otal bonuscocsidaatioo: Fou r Thousand E ighty-three and 50/100--------------­
Doll:JTS (S• _ _:4"!_Lt ~~...!-=~---

• •••••• 
The lt)taJ benus considcr.uion paid represents a bonus o(,_~FL...~iuf~...~ott.Jy~-'~aun.~.;d~L-....IN.s.O~.L.~/:...1.1....1.00u.O.~.=.-=..::-=-=-c.::-:.:-;:.:::-c.::-~.:;:.:::;.,-=..::-:.:-=-=-c.::-:.:-=-:.==..:::.==..:: 

• Dollars($ 50.00 } peracn:, oc 81 , 67naaac:s. 
• • 

2. TER..\.1. Subject to the o ther provisions in this leas~. this,lcase sh:UI be for a tum of Five ( 5) years frOm this date 
(hc!'1:in called "prim:uy tem1) :llld as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. 
As used in this lease, ~e term 'produced in paying quantities" means tlu1 the receipts from the sale or other authoriud cornmcn:ial usc of the substance(s) covered 
exceed out of pocket operational expcmcs for the six months last past. 

3. Delay Rentals· I foil or gas in paying quantities is not being produced from the premises on the first anmversary date of this Lease and there ~re then no dnlling 
operations being conducted on the prem1ses, then this lease shall terminate unless, on or before such anniversary date, Lessee shall pay, v, d1rectly to the O\\ner 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 m 
the amount specified m the fo llowing schedule muh1plied by the number of acres then covered by this lease, ''h1ch payment. when timely made, shall continue this lease for 
a period of one ( I) add111onal year. In ltke manner and upon payment of the amounts set out tn the following schedule, this lease may be further continue for successi\e one­
year periods during the primary term of this lease provided that payment is made on or before the anni,·ersary date 

Anniversarv Date D~lav Rental per Acre 
~m S 100 
Second S 1 00 
Third S 16.67 
Founh S 16 67 

True and 6orrest 
copy of 

Original filed in 
Reeves County 

Clerks Office 



I 

. 4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agre.es to pay or cause to be paid onc-half(l/2) of the royalty 
prov1ded for in this lease to the Com.atissioner of the General Land Offi~ of the Swe of Texas, at Au.stin, Texa5, and one-half(l/2) of such royalty to the owner of 
the soil: 

(A) O!.L Royalty payable on oil, which is defined as including all hydrocarbons produ~d in a liquid form at the mouth of the well and also as all 
condensate, distillate, and other liquid hydro<:arbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be 

3/16 \ part of the gross production or the market value theteo( at the option of the owner of the soil or the Commissioner of the 
General Land Offi~. such value to be detc:nnined by 1) the highest posted price, pi u.s premium, if aoy, offered or paid for oil, condensate. distillate, or other liquid 
hydro<:arbons, respectively, of a like type and gravity in the general area when: produ~ and when nm, or 2) the highest marlc.et pri~ thcn:or offc:rcd or paid in the 
gencnl area where produ~d and when run, or 3) the gross proceeds of the sale thc:reo( whichever Is the greater. Lessee agrees that before any gas produ~d from the 
leased premises is sold, used or pro=ed in a plant, it will be run free of cost to the royalty owners through an arlequat.c oil and gas sep~r of conventional type; or 
other equipment at least as efficient, so tha1 all liquid hydrocarbons recoverable from the gas by such means will be recovered. The requirctnent that such gas be run 
through a separ.uor or other ~uipment may be waived in writing by the royalty owners upon sUch tcmu and conditions as they prescn"be. 

(B) NON PROCESSED GAS. Royalty on any gas ("mcluding flared gas), which is defmed as all hydrocarbons and gaseous substances not defmed 
as oil in subparagraph (A) above, produ~d from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of 
gasoline, liquid hydrocarbons or othc:r products) shall be 3/J 6 parr of the uoss production or the marlcet value thereof, at the option of the 
owner of the soil or the Cornmissionc::- of the General Land Office, such value to be based on the hig.hc:st m~t price paid or offered for gas of comparable quality in 
the general area where produ~d and when run, or the gross price paid or offered to the produ~r. whichever is the greater; provided that the maximum pressure base 
in measuring the gas under this lease shall not at any time ex~d 14.65 pounds per square inch absol~ and the standard base temperature shal.1 be sixty (60) 
degrees Fahrenheit, correction to be made for pressure =rding to Boyle's Law, and for specmc gr.rvity according to tests made by the Balan~ Method or by the 
most approved method of testing being used by the industty at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or o ther liquid hydrocarbons 
shall be 3/16 part of the residue gas and the liquid hydrocarbons exlr.lcted or the marlcct value thereof: at the option of the 
owner of the soil or the Commissioner of the General Land Office:. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production ofn:sidue gas attributable to gas produ~d from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the ~r. of the 
total plant production ofliquid hydrocarbons attributable to the gas produ~d from this lease; provided that ifliquid hydrocarbons are recovered from gas processed 
in a plant in which Lessee (or its parent, subsidiary or affil iate) owns an interest, then the pe~ntage applicable to liquid hydrocartons shall be fifty pe~nt (500/o) or 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third 
party, the highest percent then being specified in pro=ing agreements or contracts in the industry), whichever is the g:reater. The respective royalties on residue gas 
an~ •n ·~~id hydrocarbons shall be determined by I) the highest m:lrlcet pri~ paid or offered for any gas (or liquid hydrocarbons) of companble quality in the 
genC4-n.vea. or 2) the gross pri~ paid or offered for such residue gas (or the weighted ;rverage gross selling price fo r the respective grades of liquid hy~ns), 
whi~"IIQf is the greater. In no event, howevc:r, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not 
bedl.Ar3c4sed. 

• 
• •• • (D) OTiiER PRODUCTS. Royalty on carbon black, sulphur or :my other products produ~d or manufacrurcd from ps (au:pcing liquid hydrocarbons) 

wh~~i·~sjfl:i g as be "casinghead,· "dry,· or any other gas, by fractionating. burning or lnY other pi"OC=ssing shall be · 3/J 6 parfof the 
gross prod~ction of such products, or the market value ther::ot; ai the option of the owner of the soil or the Commissioner of the General Land Office, such market 
val-IOobeedetermined as follows: I) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the 
basis•of the• average gross sale pri~ of each product for the same month in which such products are produ~d; whichever is the greater. ~ 

• 
5~)1 • • • •• ~- MJNlMUM ROY ALll'. During any year after the expir:uion of the primary tenn of this lease, if this lease is maintained by production, the royalties 

paid l!.nderthis lease in no eventshaJI be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and payable on or 
~~ bef~Jil~l)st day of the month suc~eding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the 
~" pre~ing 'fear. lfPzrrag~aph 3 of this IC:1Je doe3 not lpeeif) a dele) reniB!aMewfl'o ~.A fo r the purposes of this paragraph, the delay rental amount shall be one 

dollar (SI.OO) per acre. 

6. ROYALTY IN KINO. Notwithstanding any other provision in this le:J.Se, at any time or from time to time, the owner of the soil or the Commissioner 
of the General Land Offi~ may, at the option of either, upon not less than sixty (60) days ooti~ to the: holder of the lease, require that the payment of any royalties 
accruing to such royaJty owner under this lease be marle in kind. The owner of the: :soil's or the: Commissioner of the Gener.ll Lmd Offi~'s right to take its royalty in 
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Offi~'s rights or Lessee's obligations, whether express or implied.. 
under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accn.~ing under this lease (including those paid in kind) shall be ~thout deduction for the cost of 
producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise maJc.ing the oil, gas and other products 
hereunder rearly for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements fo r severan~ taxes and 
production related costs. 

8. PLANT FUEL Ai'ID RECYCLED GAS. No royalty shaJI be payable on any gas as ma.y represent this lease's proponionate share of any fuel u.sed t.o 
process gas produced hereunder in any processing planL Notwithsunding any other provision of this le:ue , and subject to the written consent of the owner o f the soil 
and the Commissioner o f the General Llnd Offi~. Lessee rTUY recycle gas fo r gas lift purposes on the le:ued premises or for injection into any oil or gas producing 
formation underly ing the leased premises after the liquid hydrocarbons contained in the gas have been removed; no royalties shall be payable on the recycled gas 
until it is produced and so ld or u.sed by Lessee in a manner which entitles the royaJty owners to a royalty under this lease. 

9 . R OYALTY PAYMENTS AND REPORTS. All roy alties no t taken in k ind shaJI be paid to the Commissioner o f the General Lmd Office ;U Austin, 
Te:oc::u, in the following manner: 

Payment of royalty on production of oil and gas shall be as prov ided in the rules set forth in the Tcx:u Register. Rul es currently provide: that royalty on oi l is due 
and must be received in the General Land Offi~ on or before the 5th day of the second month succ..-eding the month of production, and royalty on gas is due and 
must be received in the <ft neral Land Offi~ on or before the I 5th day of the second month suc~eding the month of production, accompanied by the a.ffidJvit of the 
owner, manager or other authorized agent, completed in the fonn and manner prescribed by the General Llnd Offi~ and showing the gross amount and disp?siti~n. of 
aJI oil and gas produced and the market value of the oil and gas, together with a copy of al l documents, records or reports con tinning the gross production, d•spos won 



T'rue aAd 6orrect 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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and market value .including gas meter readings. pipclioc receipts, 1as line receipt.s and other cbecla or mc:moraDd.a of 3m0UDt produced and ~ut inro pipelines, tanks.. 
or pools and gas hnes or &as stonce, and lilY other repons or =rd.s which !he Gcncnl Laod Offic:e m.zy require to verify the gross produeuoa. disposition ~d 

' market value. In all cases the authority of a m&~~qU or agent to 8Ct for the Lessee beteiD must be filed iD the Gcncnl Und Office. Exh royalty Pl)'mcnt siWI be 
accompanied by a dledc stub. schedule, summary or ocher rcznittaDc:c advice sbowiug by tbe assigned Gcuetal Uad Office lease a umber the amouat of royalty be" 
paid oa cadlleasi: If Lessee pays his royifty oo or before thirty (30) days after the royalty paymcutwa due. mea Lessee owes a penalty ofS% oa the roy.~ty or Ul& 
$25.00, whichever is P"C*r. A royalty payment wtUch is over thiny (30) days late shall &a:n~e a pauJty of 10% of !he royalty due or S25.00 w~ is~ 
In addition to a penalty, 1'0)'3lties sbaJ1 ac:aue interest at a rate of 12-h per yur; sucll inll:n:Sl will tqiD acaumg wbea the royalty is sixty (60) <1ay3 overdue.. • 
Alfidavits and supportinc documents wbich an: DOt tiled when due sball incur a penalty iD m amo• set by tbc Gen.cral Land Office administrative rule whicb is 
effective on the dE when the affidavits or supportinc doc:umcnts ~ due. The: Lessee sba1l bear all responsibility for payinc or c:ausin& royalties 10 be paid as 
prccribed by the due d.a!z: provided ben: in. hymeat oftbc deliDqac:DC:)' penalty shall iD no wzy operE to prohibit the State's rieht of forfeitwe as provided by law 
nor act to postpoae !be: dm: oo which 1'0)'3lties wen: oril(in.ally due. The above penalty provisioos shallaot apply iD cases of tide dispute as to the State's ponioa of 
the royalty or 10 that portioa oftbc royalty in dispute as 10 f2ir mada:t value. 

10. (A) RESERVES, CONTRACTS AND 6'mER RECORDS. Lessee sba1l ammally tUmish the Commissioner of the Gcncn.l Land Office with 
its best possible estimate of oil aad ps rescna 1111dertyin& this lease 01 allocable ID this lease aad shall finish said Commissioner wim copies o( all coatnas lllldcr 
which ps is ~d or processed mel all subscqaalt acrecznaJtS and amendments to sueb coacrxts wilhiD thirty (30) days after cntcrin& lato or making such caarncts, 
acr=ments or amc:adments. Svcb coatracts mel acrcemems wbeD n:c:cived by the Geoetall..aDd Office shall be bdd ill confidc!KC by the General Laad Office lmlcss 
otbcrwise autbori:zcd by Lessee.. All oCbcr c:ouaa::ts aad reeotds pc:naini:nc to tbc productioa. tnasporu.tion, sale and markding of the oil and ps produced oa said 
pn:nUses, inc:luding the books and IIXOUilts, receipts and cfi.sclw"g-c:s ol all wells. taD1cs, pools, mctcn, aod pipcllilcs shall • an times be subject to iaspcctioa aAd 
examination by tbc Commissioner of the Genet21 Land Office, the Attorney Geuc:nl, the GoYCrDOr, or the rcprcsentatiYe of my of tbc:m.. 

(B) PERMITS, DRILUNG RECORDS. Wriaal ootice of all opc:r3lions oa this lease shall be submial:d to the Commissioner oflhe General 
Land Offic:e by Lessee or opcruor five (S) ct.ys before spud dare, woncovcr, ~. temporary :abandonmcut or plu& ;and abandonment of my well or ~Is. . Such 
written ootice to the General Land Office shall iDc:Jude copies ofiUilroad Commissioa forms for applicalion 10 drill Copies of well tats, completion reports and 
pluging rcporu shall be supplied ro the General Land Office at the time they are filed with the Tens !Uilroad Commission. All applic:ations, permits, reports or 
other fi.linp that reference this lease or any spec:ific: wen on the leased premises md. tba are submi~ to the Texas IUilroad Commission or any other govemmentaJ 
agcnc:y shall include the word "Stale" iD tbe title.. Additionally, in KCOrdance with lUilroad Commission niles, ;any signa.&e on the leased pn:mises for the pwpose of 
identifying wells, tank baaeries or other associated improvemcnt.s to the bzld must also include the word ·s~. • Lessee sball supply the GenenJ Urid qmce with 
any records, memoranda. acc:ounts, reporu, c:uttinp and cores, or other infonnatioo relative to tbe operuion of the above-dcsc:ribc4 pn:miscs, which m&y be 
requested by the General Land Office, ia additioa to !bose herein expressly provided fot". Lessee shall bave an eJecaical and/or radioac:tivity survey made oolhe 
bore-hole section, from tbe base of the surface c:asinc to the total depth of well, ohll wells drilled oo the above dcsaibed premises md shall transmit a true copy of 
!he log of each survey oa each well to the GencnJ Land Oflic:e withiD f~ (IS) days after the making of said SUIYey . 

• •• 
• • • • • • (C) PENAL TIES. Lessee shall inc:ur a penalty whenever reports, doc:uments or other materials an: not filed in the Gencnl Land Office whca 

due. )HJ1Cf1alty for late filing shall be: set by the General Land Office administratiYe rule wbich is effective on the date when the materials were due iD the General 
t.an.t.Clt!iCf . 

• 11 . DRY HOLE/CESSATION OF PRODUcnON DURJNG PRIMARY TERM. U: during the primary tam hereof and prior to discovery and production 
ofo61•oe,.•p. on said land, Lessee should drill a dry hole or holes thereon, or if during the primary tcna hereof and after the discovery ;and actual production of oil or.. 
gas frt>Ttt t1te leased premises suc:h produc:tioo thereof should cease from any cause, this I= shall DO( tctmina1c if on or before the expiration of sixty (60) days from 
dau:.~lction of said dry hole or CCSS2tion of production Lessee commences additioaal drilling or reworking opc:ra.tions thereon, or pays or tendcrs the ac:xt 

annufl del~ rental iD the same IIWUIQ" as provided in this lease.. U: during the last year of the primary tam or with.ia sixty (60) days prior thcrd.O, a dry hole be 
compl&d and abandoned, or the production of oil or ps should c:ease for any c;ausc, l.cs.s='s rights shall remain in full fora: and effect without furtbct opcrations­
unti' ~.C~~intion of the primary term; and if Lessee has not resumed produc:tion in p~ing quantities u the expiration of the prinwy tam, Lcs.s= may nWoCiia this 
lease ~y collduc:ting additional drilling or rcworlcing operations pwsuaot to P3ngraph 13, using the expiration of the primary term zs the dare of ccssa&ion of 
P~~~~ 1Jndct Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as ~shut-in oil or ps well within the 
pnmary tcnn bcrcot: Les:sce may resume paymcot of the aru:nw rental in the same manner as provided herein on or before the rental p~ying date following the 
expiration of sixty (60) days from the date of completion of such sbut-iD oil or gas well and upon the failure 10 maJc.c suc:h p'&)'mcnt, this IC3Se shall ipso f3dD 
tenniaatc. lf at the: expiration of the primary ~em Of" any time thc:rcaftc:r a sbut-in oil or gas well is located oa the leased prc:mi.se3, payments may be made in 
ac:cordancc with ~ sl}ut-in provisions hercoL 

12. DRILUNG AND REWORKING AT EXPIRATION OF PRIMARY TER.M U: at the expintion of the: primary tc:m, neither oil nor psis being 
produced on said land, but Lessee is then engaged in drilling or rcworlcing opc:r.Wons thereon. this lease shall remain in foro: so long as oper.uion.s on said well or for 
drilling or reworking of any additional well are prosecuted iD zood faith and in-worlananlike manner without iatctTUptions totaling more than sixty (60) days during 
any one suc:h oper.lrioa. ;and if they result in the production of oil and/or ras, so loog thc:reaft.et as oil and/or gas is produc:ed in p:sying quantities from said I :and. or 
payment of shut-ill oil or ps well royalties or compensatOry royalties is made as provided iD this lease . 

13. CESSATION. DRli.J..lNG. AND REWORKING. U: a.ft.cr the expiration of the primary tenn, production of oil or gas from the leased premises. after 
once obtained, should CZ~Se from any c:ausc:.. this lease sball not tcnninaic if Lessee commences additional drilling or rcwori::.ing opentions within sixty (60) days 
after such cessation, and this lease shall remain in full force md effect for so long as such operations continue in good faith and iD worlcmanlike manner without 
intcm~ptions totaling more than sixty (60) days. lf such drilling or reworlcing oper.uions 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 ro)'31tia or payment of compc:IUa!OI)' 
royalties is made as provided herein or as provided by law. lfthe drilling or reworlcing opcntion.s rc:.sult ia the completion of~ well as a dry hole, the lease will not 
terminate if the Lessee commences additional drilling or reworking operations within sixty (60) day3 after the completion of the: well as a dry hole, and this leJSe 
shall remain in effect so long as U:ssee continues drilling or reworking operations in good faith and in a worlcmanlilce manner without intcmJptions totaling more 
than sixty (60) <bys. Lcs.sce shall give written notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT -IN ROYAL TIES. For purposes of this pan.graptl, "well" me:ms any well that bas been assigned a. well number by the slate agency having 
jurisdiction over the production of oil and &as. If. a1 any time after the expiration of the primary term of a leJSe that. until being shut in, was being maintained in 
for~ and effect, a well capable of producing oil or gas in paying quantities is loc::ucd on the le:ucd premises, but oil or gas is not being produced for laclc of suiuble 
production facilitic.s or lack of a suitable marlc:et.. then Lessee may pay as a shut-in oil or gas royalty an :1mount equal to double the annual rental provided in the 
lease, but not less than Sl,200 a year for each well capable of producing o il or gas in paying quantities. -lrP~IIJ eflft~ lea51 .4ee!lllel Jpeeil) • ~elay rre.<al 
-1 ~~~' thea for the purposes of this paragraph. the delay renuJ amount shall be one: dollar (S 1.00) per ac~. To be effective:, c3A:h initial shut-in oil or gas royalcy 
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mL&St be paid on or befo~: (1) the cxpintioo oflbc primary cenn, (2) 60 days alta the Lessee c:c:ascs to produce oil or cas trom the leased premises. or (3) 60 days 
a&r Lessee: complct.cs a drillin& ot rcwofkin& opentioa In JjXQrdallcc with the: lease provisioas; whic:bc:vc.r diU is latest. Such payment shall be made ooc-half(l/2) 
ro lh.! Commissiooer of the Galcral Lmd otlicc and ooc-IWI(ll2) to the owner of the soil. If the shat-i.a oil Of' cas ~ty is paid, the lc:ue siWI be cocuidered to be 
a producinc lease and the payment shall extend the: tam of the: lease for a period of ooc ye:u from the c:nd of the primary tmn. or ti'om the first day of the: month 
folio wine the: month in wbic:b productio1l ceased. and, afta that, if t10 suitable production fxilitics or suitable: market for the: oil or ps exists, Lessee may extend the ' 
lease: for four mo~ sue«uivc: periods of one: (1) year by payiac the same &111011111 c:ach ye:u oa or before: the expiration of eac:b shut-in year. 

' IS. COMPENSATORY ROYALTIES. 1( durin& the: period the lease Is la:pt ia dfc:ct by payment of the shul-i.a oil Of' ps royalty, oil or psis sold and . 
deliv~d i.a payinc quantities trom a wdlloc:alcd withiA ooe tbous:aad (1,000) fi:ct of the leased pn:miSics md completed i.a the S3IDC ptoduciac reservoir. or ira aay 
case: i.a whic:b ~ is ~C. tbc ri&bt to cootiaue to maimaill the lease by ~~ the shat-i.a oil or ps royalty shall cease. but tbc lease shall ranam effcttivc. 
for the remainda of tbc year for whic:b lbc: royalty has bcal paid. The Lessee may m.ainWD tbc leue !Of' !out more successive years by Lc:ssec: payinc ~ 
royalty at the royalty nte provided ia lbc: lease of the mattct value ofproduc::tlon :from the well ausinc die dralnarc: otwb.icb is complc:ll:d In lbc: same produeinJ 
reservoir and within one lhousand (1,000} feet of the leased premises. Tbe compensaory royalty is to be paid moodily, oac-balf(l/2) to tbe Cocnmi.ssioac:r of the: 
General Land Office &Qd oae-half(l12) to die owner o!lbc: soU. bepmiac oa or befo~ tbe last day o!dlc month foUowinJ the month In which lbc: oil or psis 
produced trom the wc:U causinc the draiaacc or dl3l is c::ompletcd iD the same produc:.inc reservoir and loc:azcd witbi.a oae tboasand (1 .000) !cct o!tbe fease4 prcmisc:s. 
If the COmpensalOiy royalty paid iD aay 12-IDOIUh period is iD mamouat less tbm tbe amw.al shut-in oil or ps royalty,l.asee s!WJ pay m amouat equal to the 
diffueoc:e within ltUrty (30) days &ora tbc CDd of the 12-moalh period. Compcnsarory royalty paymc:m:s whic:b are oot timely paid wiD KCUC penalty llld iatercst in 
accordance with P~b 9 oftbis lease. Noac oftbc:sc ptOYisioas will relieve: Lc:s.see of the obliptioa of reasonable dcvdopment DOt !be obliplioo to drill offset 
wells as provided ia Texas Nanni Resoun:cs Code S2.173; bowc:vcr, a the dc:tamirwioo oftbe Commissioner, and with the Coaunissioner's wriac:n approval, the 
payment of compensatOry royalties call S3ds1'y lbc: obliptloo to drill olfscl wd1s.. 

16. RETAINED ACREAGE. Notwithswlding any prorisioa of this lease to the: co~. a&r a well producing ot Qpable of producing oil or ps 11.as 
beea completed oa !be leased premises. Lc:ssee s!WJ exercise the cfilic= of a reasonably prudent opentOr ia drilling such adcfuional wc:U or wells IS may be 
reasonably necessary Cot !be proper dcTc:lopment of the leased premises md in m.arlcetinc the: production thereon. 

(A) VERTICAL lo the: evens this lease: is iD force and etfcct two (2) years after the cq.-iralion daU of the primary or extended tam it shall «hea tenninare 
as to all of the: leased premises, EXCEPT (1) 40 aaes surroundin& eath oil well capable of producin~ in p3}'inJ quantities and 320 a.cn::s surroundin& exh ps well 
capable: ofproduc:ing in paying quantities (mc:ludinc a shut-ia oil oc JIS well IS provided ia Pangnph 1<4 bc:reof), or a well upon which Lc:ssec: is thea enpged in 
continuous drillinc Of' reworking openaoas. or (2) the numbc:rofacn:.s included in a producing pooled Wlit punlWit to Te:us Narural Resources Code S2.1 S l-
S2.1 SJ, or (3) suc:h pear.er or lesser number of aaes IS may thc:n be allocated for production purposes to a proration unit for cad! such producing well under the rules 
and regulations of the Railroad Coll'U!Ussion of Texas, or 3tl'f su=or acenc:y, or other govemmc:ntal authority having jurisdiction. If at any time after the effective 
da~ ollbc: partialtennination provisions hereof: the applicable field Nles are changed or the ~U or wells loc:ated thereoa are rec:lanified so tha.t less x:re.age is 
~alloc:atc:d to said well or wells for production purposes, this lase shall thc:reupoa terminate IS to all O!a'C3&C not thereafter alloc:ued to said well or wells for 
P~ll~n purposes. NotwithstandinJ the tennination of this lease IS to a portion of the lands covered hereby. Lessee shall nevertheless continue to have the right of 
i~ U(and egrcss from the lands still subject to this lease for all purposes described ia Paragraph I hereo( together with easements and rights-of-way for existing 
roads1 existing pipelines and other existing facilities em, over and ac:ross all the: lands described in Paragraph I hereof r the retained lands1, fur ac:c:ess to and from the 
~~e~Jands and for the gathering or transportation of oU. ps and othe:r miner.W produced from the retained lands. . . . 

••• • (B) HORlZONTAL lo the: evc:nt thls lease: is i.a fon:c and dfec:t two (2) ye3tS after the expiration date of the primary or extended term it shall further 
~All ls to all depths below I 00 feet below the cow depth drilled (hc:n:ina&:r "deeper depths1 io eaclt weD loc:atcd oa aaeage reia.ined io Paragraph 16 (A) 
a.bofe, un1ess on or befo~ two (2) years after the primary or extended term Lessee pays an amount equal to onc:-balf (l/2) of the bonus originally paid IS 

consi&ration for this lease (as spc:c:ilied 011 page I II= f). If suc:h amount is paid. this I= shall be in force and effect as to suc:b deeper depths. and said 
te~D shall be delayed for an additional period of two (2) years and so long thcre:afte:r as oil or gas is produced in paying quantities from suc:h deeper depths 
covarcd bf this lease. 

• •••••• • t(C) IDENTIFlCATION AND Fll.lNG. The surfal:c ~retained hereunder as to cad! well shall. as ne:uly IS practic:al. be in the form of a square wi!h 
the wellloc:ared in the center thereo~ or such otbe:r shape as may be approved by the Commissioner o f the General Land Office. Within thirty (30) daY' after partial 
tc~rnination of this lease as provided herein. Leslcc shall execute and m:ord a release o r releases cont:lin.ing a satisfactory legal description of the acreage md/or 
depths not retainc;d hereunder. 1lle recorded release. or a cxrtified copy of same. shall be filed in the Gcner.U Land Office. ac:companied by the: filing fee prescribed 
by the Gencl'31 Land Offic:e rules in effect on the: c!ale the release is filed. If Leslcc fails oc refuses to execute and record suc:h release: or releases witbia ainety (90) 
daY3 a1tc:r being requestc:d to do so by the General Land Office. then the Commissioocr 3t bis sole d iscretion may d~ignau: by wrilten instrument the ac:rnge and/or 
depths to be released hereunder and record suc:b insuurocnt at Lcsse:'s expense ia the county or counties wbe:re the lease is loc:at~:d and in the official records o f the 
Ga!eraJ Land Office and suc:b designation shall be binding upon Lessee for 311 purposes. 

17. OFFSET WELLS. Neither the bonus. delay ~tals. nor royalties paid. or 10 be paid. under this lease shall relieve Lessee of his obligation to proteCt 
the oil and cas under the above-described land from being ~d. Lc:ssec:, sublessee. receiver or o ther agent in control of the leased.premises shall drill as many 
wells as the facts may j ustify and shall usc appropriau: means and drill to a depth n=sary to prevent undue drainage of o il and gas from the leased premis~. In 
addition. if oil and/or gas should be: produced in commercial quantiti~ within 1.000 feet of the: le:ued premises, or in any c::J.Se where the leased premises is being 
drained by produc:tioo of oil or :as, the: Lessee, sublessee. receiver oc other agent in c:ontrol of the leased premises shall in good fai th begin the drilling of a well or 
wel ls upon the: leased premis~ within 100 days after the dra.ininc well or wells or the well or wells completed within 1,000 feet of the leased premises start producin& 
in commercial quantities and shall prosecute suc:b drilling with diligence. Failure to sa tisfy the: starutory offset obligation may subject this lease and the owner of the 
so il's agenc:y rights to forfei~. Only upon the determination of the Commissioner o f the General Land O ffice and with his wriaen approval may the payment of 
com pensatory roy alty under applicable st3.0Jtory parameterS satisfy the oblig3Lion to drill w offset well or wells required under this paragraph. 

. 
18. FO RCE MAJEURE. I( alter a good faith effort. Ul.sec is prevented from complying with wy express or implied covenant o f this leas.:. from 

con ducting drilling oper:11ions on the le:ued premises, or from producing oil or gas from lhe leased pmnises by reason of war, rebellion, riots, strikes, acts of God. or 
wy valid order. rule or regulation of government authority, then while: so prevented. Lessee's oblig:~tion to ~mply with suc:h covenant shall be suspended and Lessc:: 
shal l not be liable fo r damages for fai lure to comply with such ~vc:nants; additionally, this lease shall be extended while Lessee is prevented, by w y such c:ause, 
from conducting drill ing w d reworking operations or from producing oil or gilS from the leased pmnises. However, nothing in this paragraph shall suspc~d !he . 
p:1yment of delay rcnuls in order to maintain this lease in e ffc:c:t during the primary term in lhe absence of such drilling or reworicing operations or production of oal 
or gas. 
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19. WARRANrY CLAUSE. The owner of the soil warrants and agrees to defend tit!e ID the lcaud pmn.iscs. If the awnCT of the soiJ defaults in 
payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased prcuiscs by payloc any mortpgc,. ta:~cc:s or other r 
on the leased premises. If Lessee makes payments on behalf of the owner of the soiJ under this panuaph, Lc:ss.ee mzy ret4ver the CO$l of these payments 1n1cn rJ:Jc ~ 
rental and royalties due the owner of the soil -

20. (A} PROPORTIONATE REDUCTION CLAUSE. If the owner oflhe soil owns less thaD die entire undivided .sur&a: estate in the above 
described land, whether O( not Lc:s.see's interest is speQ.ficd herein, then lhe royalties and renal bc:rci.n ptoYided to be paid to the owner oflhe soil shall be paid 10 hiln 
in the proportion wbich JU1 intz:rcst bars to lhe entire uncfivided surface~ 1nd the royalties md rentalllac:in pro'ridcd to be paid ID the Commissiooer orrJ:Jc 
Geocnl Ulld Office of the State ofTexas shall be lilccwise proportionately reduced. Ho~. before Lessee adjusts the royalry oc rental du.c to the Commissioner of 
the GcncraJ Land Office. Lc:s:scc or his :wtborized rcprc:sc:Dtalive mu.st submit to the Commissioacr of the Gcacn1 Lad Offiee a written .stmmcnr which explains the 
dbcrcpaac:y betwe= the inlere3t purportedly leased under this lease aod the acrual iorctcst owned by the OWDCr oflbc soil The Commissioner of the General Uad 
Office shall be paid the value of tbc whole production allocable ID aoy uod.ivided incucst not CXlvercd by a lease. less the proportionate development aod productioa 
cost allocable to such undivided iDtercst. Ho~. in oo event sball tbc Commissioner of !be Gcnc:nJ Land Office receive as a royalty on the cross productjo0 
allocable to the undivided illtcrcst not leased m IIIIQWU ICSS than the nluc ofonc-sixlecnth (1116) of such cross-productioa. 

(B) REDUCTION OF PA YMEm"S. 1( durioc the primal)' emu. a portion of tbc land covered by this lease is included within the bouncbrics 
ofa pooled unit tbac has been approved by the Sc:bool Lmd Board and the owner of !he soil iD acc:ordaocewitb NIDlnl R.csourec:s Code Sel:tions S2..1SI-S2.1S4, or 
~ at any time alter the expiration of the primary tenD or the cxteoded tc:nn. this lease covers a lesser number of aaa tbaa the total amount described bereiA. 
paymcats that are made on a per Kl'C basis hereunder shall be reduced accord in& to the number of &er~:S pooled. released, surrendered. or otherwise severed, so lbt 
payments detcnnined on a per Kl'C basis under tbc tams of this lease durin& the primary term shall be calcul~d based upoa the amobc:r ofaac:s outside the. 
boundaries of a pooled unit. or, if after the expiration oftbc prinwy tcnn. the number ofaac:s aaually reWncd aod covered by this lease.. 

21. USE OF WATER. Lessee shall hzve the right to usc watc:t produced on said lalld nc=sary for opcratioos under this IC3Sc except water from wells or 
tanks of die owner or the soil; provided. bowevu, l.asce .shall not usc potable water or wa.tc:r suitable for livcstoc:lc or irrigation purposes for watutlood opcntions 
without die prior consent of the owner of the soil 

22. At.ITHORIZED DAMAGES. I.c:ssee sbaJI pay the ownCT o f the soil for damages c:a.uscd by its opcntions to all pCTSOnal propeny, improvements, 
livc:stoclc and crops on said land. 

23. PIPELINE DEPTH. When requested by the ownu of the soil. Lcss« shall bUl)' its pipelines below plow depth. 

24. WELL LOCA TlON LIMIT. No well sh3.11 be drilled oc3rcr than two hundred (200) feet to any house or bam now oo said premises without the 
wri~ tdh,1ent of the ownu or the soil 

••• 
• • • • f-5· POLLlJI10N. In developing this area. Lessee shall use the highest degree of can: and all proper safeguards to prevent pollution. Without funiting the 

fo~iHii. ,allution of C4asW wetlands. narural ~crways. rivers and impounded water shall be: ~cnttd by the: usc of contWunent fa.Cllitic:s sufficient to prevent 
sp illaga, seepage or ground wat~r c:ootamina.tion. In the event of pollution. Lessee shall usc all means at its disposal to recapture all escaped hydrocarbons orotha 
poll~ and shall be responsible Cor all damage to public and privuc properties. Lessee shall build and maintain fences around its slush. sump, and dr.linage pia 
and~~~crics so as to prottct livcstoc:lc against loss. damage or injury; and upon completion or abandonmcut of any well or wells. Lessee shall fi ll and le~l all 
slush pits~ cellars and t4mpletcly clc::lll up the drilling site of all rubbish thereon. Lc:.s5ec shall. while conducting operations on the leased premises, keep said 
prctl~~ of all rubbish, cans. bottles. paper cups or g:ubagc,. and upon completion or operatio ns shall restore the surface of the land to as near its original 
t4nditi~n and contours as is prxtic.ablc. Tanlcs and equipment will be Jccpt painted and ptCSCDtablc. 

• • • • .16. REMOVAL OF EQ UIPMENT. Subjc:et to limitations in this p~h, Less= shall have the right to remove machinery and fixturc:s placed by 
tess« on lite leased premises, including the right to draw and remove casing, within one hundred twatry (120) days alter the c:xpita.tioa or the lamination of this 
leas• ~e owner of the soil grants Lessee an extension of this 120-day period. However. Le:ssec may aot remove casing from my well apable of producinc oil 
and g!ls in p\ying quantities.. Additionally , Lessee may not draw and remove casing until aftu thirty (30) dzys writt.ca noti~ to the Commissionu of the Gencnl 
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures. or casing which are not timely removed by Lcsscc 
under the tcmu of this paragraph.. 

21. (A) ASSIGNMENTS. Under the t4nditions t4ntained in this paragraph and Pangraph 29 of this lease, the rights at~d csta.lcS of either party to this 
lease may be assigned, io whole or in pan. and the provisions of this lease shall cxttnd to and be: binding upon their heirs, devisees, legal rcprc:scnwivcs. suc:cesson 
and assigns. However, a change or division in ownership of the land. rcnl.als. or royalties will not enlarge the obligatiotU of Lessee. diminish the rights, privileges 
and estates of Lessee. impair the effectiveness of any payment made by Lessee or impair the etre d..ivenc:ss of any act perfonned by Lessee. And no change or 
div i.:s ion in ownership of the land. rentals. or royalties shall b ind Lessee fo r any purpose until thizty (30) days aft.cr the owner of the soil (or his bein, dcviscc:s, legal 
reprccnw.ivcs or assigns) fum~ the Lessee w ith satisfactOry written evidence of the change in ownership, including the original ~rded muniments of ti tle (or a 
certified copy of such original) when the ownership changed because of a conveyance. A total or partiaJ assignment o f this lease shalt, to the extent of the iotuCSt 
assigned, relieve and discharge Lessee of all subsequent obligations undCT this lease. If this lease is assigned in its entirety as to only part o f the acrc3gc, the right and 
option to pay rentals sh3.11 be apportioned as between the several owners ratably, 3.Ccording to the~ ofeacll, and f.ailurc by one or more of them to pay his share of 
the rental shall not affect this IC3Sc on the part o f the land upon which pro raU rentals arc timely paid or tendered ; however, if the assignor o r assignee docs not file a 
certified copy of such assignment in the General Land Offi~ befo re the next rental paying daLe. the entire lease shall taminatc for failure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subj ect to all obligations. liabilities.. and pcn3.1tics owed to the Sw.e by the original lessee or iiiiY 
prio r assignee of the Je:uc, including any liabil itie s to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithst:lnding any provision in P:u-agroph 27(a), if the owner of the soil acquires this le:l.Se in whole or in past by 
ass ignment without the prior wrinen approval o f the Convnissionu of the Gcner.!l Land Office. th is le:ue is void as of the time of assignme nt and the agency power 
of the owner may be forfe ited by the Commissioner. An a.ssignment will be treated a.s ifit were made to the owner of the soil if the assignee is: 

( I) a nominee of the owner of the soil; 
(2) a C4rporation or subsidiary in which the owner o f the soil is a principal Stockholder or is an employee of such a corporation or subsidiary; 
(J) a partnership in which the owner o f the soil is a partner or is an employee of such a partncnhip; 
(4) a principal stockholder o r employee of the corporation which is the owner of the soil; 
(S) a partner or employee in a partnenhip which is the owner of the soil; 
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(6) ~fiduciary fOf' the owner of the soil; including but DOt limited to a pardiall. tra:stce. exeanor. admilli.stn:or, ~iver, or conservator for the 
owner of the soil; or 
(7) a W:nily mcm.bcrcftt:~ owr.~:o!!h-: !Ci.l c: rd~:.:: ~ :l\= of !be sclJ.by marriage. blood, or adoption. 

23. RELEASES. Under the conditions contained in this paragraph md P3ragr.lpb 29, Lessee m.y at any time =te and deliver 10 the owner of tbc soil · 
and place of record a release or releases covering any portion or portions of the leased premises, aod lhc:rcby surrender this lease as to sucl1 ponlon or portiocs, and be 
relieved of all subseqUCll~ obligations as to IQ'Ca&C surrendered. I! any part of this lease is properly surrcudcrcd, the delay rental due under this lease shall be ~. 
by the proportion that the~\UT'CJldercd ~QQge bears to the acreage which W3S covered by this lease immedlatl:ly prior to such sum:ndu; however, such release will 
DOt relieve Lessee of any liabilities whJc:h may have accrued under this lease prior to lbc SIIIJ'CI1der of suc:h aaeagc. 

29. FU.ING OF ASSIGNMENTS AND R.EI..EASES. I! all or any part of this lease is assip:d or released, such assiz:nment or release lllust be~ in 
the cowty where the land is situazcd. and tbc recorded insttumcnt. or a copy of !be recorded instn:lmcn1 c:cnified by the County Oak of the county in which the 
insaumcnt is recorded. must be filed ill the General Land Offic;e within 90 days of tbe l&sr c:xceutioA dasl: ac1:0mpanjcd by the prescribed filing fcc. I! any suc1a 
assignment is not so filed. the rights acquired under this lease shall be sub~ to Cotfl:itutc at !he optioa oftbe Comrnissiooer oftbe Gcncral Land Office. 

30. DISCLOSURE CLAUSE. All provisions petuining to the lease of the abovc«saibcd land have been included ill this instrument. including the 
stalCment of the true consideration to be paid Cor the c:xecution of this lease IDd the ri&hts and duties of tbe patties. AzJy collar:enJ agreements concerning the 
devcloplllent of oil and gas from the leased pRD1iscs which are not contained in this lease render this lease invalid. 

31. FIDUCIARY DUlY. The owner oflbc: soil owes the State a fidu~ duty IDd J:J:Jmt IWiy disclose my facts affecting the State's interest in the leased 
premises. When the interests of the owner of the soil conflict with those of !be Stale, lbc owner of the soil is obligmd 10 put the State's interests before his peaoaaJ 
interests. 

32. FORFEITURE.. If Lessee slWJ fail or refuse to make the payment of my SUIII witbin thiny days alter ir becomes due, or if Lessee or an authoriz:d 
agent should knowingly make any false return or false report concerning productioo or drilling, or if Lessee shall fall or refuse to drill any offset well or wells in zood 
faith as required by law and the rules and regulations adopted by the Ccmmissioncr of the General Land Office, or ifL= 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 !Uilroad Commission, or if 
Less~ should refuse the proper authority acc;es:s to the records pertaining to opcn.tions. or if Lessee Of' an authorized agent should lcnowingly wl or retiJc to give 
com:ct information to the proper authority, or lcnowingly fa.i.J or refuse to furnish the Gc:nc:rall..lnd Office a correct Jog of any well. or ifl.asce shall knowingly 
violate any of the material provisions of this lease. or if this lease is assigned and the assignment is DOt filed in the General Lmd Office 3S required by law, the rights 
acquired under this lease shall be subject to forfeiCJ.re by the Commissioner, and he shall forfeit same wbc:n sufficicutly informcd of the facts which authorize a 
forfc itun:, and whcu forfeited the area shall again be subjca to lease under the ll::r'ln5 of the Relinquishment Act. However, nothing bc:rcin shall be construed as 
waj'f'lvt thf automatic temtiaation o( th.is lease by operation oflaw or by reason of any spcci;U limitation arising hereunder. Forfeitures may be set aside and this 
lc:lSe alld'all rights thereunder reinstatc:d before the rights of another intervene upon satisfactory evidence 10 the Ccnunissionc:r of the: General Land Offic;e of future 
coT'Ii~ with the provisions of the law illld of this lease and the rules and regulations tba1 mzy be adopced relative bcrcto. 

•• • 
• 33. UEN. In accordance with Tc:x.as Narural Resow= Code 52..136, the SI31C shall bave a tim lieu upon all oil and gas produced from the area covered 

by ~\ ~e to secure payment of all Wlpa.id royalty and other sums of money tba1 may become due under this lease. By acceptance of this lease. Lessc:c: grants the 
Sta~~tcfdition to the lien provided by Texas Narural Rcsourc:c:s Cede 52.136 and any other applicable swutory lien, an express contr.ICtUal lien on and security 
interest in tJI leased minerals in and cxtn<:tcd from the leased premises, all proc;ecds which may acaue to Lascc: from the sale of such leased minerals., whether such 
P~'C= held by Less~ or by a third pany, and all fi:xt= on and improvements to the leascd premises used in connection with the production or processing of 
such 1ctased minerals ia OC"der 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 ofLcssc:c:'s breach of any covc:n.ant or condition of this lease, whetbcr express or implied. This lic:n and security intcrcsl may be 
foreoiGI5•4 ~thor without court proc:eecfmgs ia the manner provided in the Tide 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the: 
Commissioner may require Lessee to c:xecua: and record such instruments as may be reasonably ac:cessar:Y 10 acknowledge. arta.ch or perfect this lic:n. Lessee: hereby 
rep~ Alar there are no prior or superior liens arising from and relating to l..es:scc's activities upon the above-described property or from Lessee's acquisition of 
this l!ase. ~ould the Ccmrnission« at any time determine that this represc:1113tion is not true, then tbe CcnunissiOilCr may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other lc:asc:hold 
or mineral interest for the exploration. development and production of oil or gas or either ofthcm upon the sm1e terms as shall be approved by the School Land 
Board and the Commissioner of the Gcnc:raJ Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas NaDlr.ll Resources 
Code 52.151-52.153. The owner of the soU agn:es that the inclusion of this provision in this lease satisfies tile cxca~tion rcquircmcnu Staled in Texas Natur.ll 
Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and dischatiCS the State ofTc:x.as aEd the owner of the soil, their officers. employees, partners, agents. 
contractors, subcontractors, guests, invitees, and their respective: successors and assigns. of and from all and any a.c:tions and causes of action of cvcrr nature. or other 
ham!, including environmental harm, for which recovery of damages is sought, including, but DOt limited to, all losses and expenses which are caused by the 
activities of Lessee, iu offic;ers, employees, and agents arising out of; incidental to, or resulting from, the operations of or for Lessee: on the leased premises 
hereunder, or !.haL 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 ncgligcut or strictly liable 
act or omission of Lessee. Further, Lessee: bcreby agrees to be liable for. exonerate, indemnify, defend and hold harmless tbe State ofTcxas 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 injwy (Including dca.th}, 
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 related to c:nvironmc:ntal hazards, on the: leased premises or in any w~ related to Lessee's failure: to comply with any and all 
environmental laws; those arising from or in any way related to Lessee's opcr3Lions or any othc:r of Lessee's activities on the lc:asc:d premises; those :!rising from 
Les.sc:c 's usc o f the surface of the leased premises; and those that may arise out of or be occasioned by U:s.sec's breach of any of the: terms or provisions of this 
Agrec:mc:nt or any other act or omisSion of Lessee:, its directors, officers, employees., partners, agcuts, contr.ICtOrs, subcontractors, guc:m, invitees, and their respective 
successors and assigns. Each assignee of this Agrcc:mc:nt, or an intc:rc:st therein. agrees to be liable for, exonc:ra.tc, indemnify, defend and hold harmless the State: of 
Tex:as and the ownc:r of the soil. thc:ir officers, employees, and agents in the: same ITWUlcr provided above in coMc:ction with the: a~ivities ofLessc:c:, its officers. 
employees. and agcnu as described above:. EXCEPT AS OTIIERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE Il"oollE~INITY OBLIGATIONS 
AND\OR LIABILITIES ASSUMED UNDER TilE TERMS OF TillS AGREEMEI~ SHALL BE WITHOUT LIMITS A.'fD Win! OUT REGARD T O 
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDmONS}, STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY 
OR PARTIES (INCLUDING TilE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, J OI:NT. 
CONCURRENT, ACTIVE, OR PASSIVE. 
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. 36. ENVIRONMENTAL HAZARDS. ~shall usc the highest de pee oC can: and all reasonable sate pard$ to prncnt con~on or poUution ~ · . 
any cnvlltlruncnta.l medium. including soil. surfac::e wucn, voundwucr. sediments, and surface or subslafacc stta1.1. ambient air or any other CDVironmcataJme~ _ 
ln. on. or under, the leased prcnilics, by any waste, poJIUW'I(, or contaminanL Lcs:see shall not brin& or permit to rcmaia on the leased prcmlscs any asbc:stos 
containing nwuials, explosives. toxic awcWs. «-SUbstances re&UJatcd as llazardous wasn:s. haz:udous IMtCria1s. hazardous substances (as the tenD ·!Vzudous 
Substance~ is defined in the ComprcheasiYe Euvironmcnw Rc$ponse, Compensation and Liability Aa (CERa..A). 42 U.S. C. Sections 9601, ct seq.). or roxie 
substanea under any federal. state. « local law or rqulation ("'Hzz:ardous ~'"). cxc:epc ordinary pn1duc:ts commonly used in cormedloa witb oil 3nd ps 
cxplora.tion and developiJICnt opentjons aDd stored iD tbc usual mmncr and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBffiON 
SHALL CONSTI111'Tl'A MATERIAL BREACll AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY. HOLD HAR.'\ILESS AND 
DEFEND THE STATE OF TEXAS .A."'D TBE OWNER OF THE SOU. FROM AND AGAINST ANY CI.An-15. D.A.~GES. JUDGM£Nrs. PL'IALtn:s. 
LIABILITIES, AND COSTS (INCLUDING R.EASONABU: ATTORl1{£YS' FEES AND COURT COSTS) CAUSED BY OR AR1SING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROB1BmON OR (D) THE PRESENCE, RELEASE. OR DISPOSAL OF .A.'fY HAZARDOUS MA"I'ERLU.s ON 
UNDER, OR ABOUT THE LEASED PRE.'\flSES DURING I.E.SSEE'S OCCUP .ANCY OR CONTROL OF THE LEASED PR.E.'tfiSES. LESSEE SILU.L • 
CLEAN UP, R.E.'\.fOVE, RE..'\fEDY AND REP AIR .A."'fY SOIL OR GROUND WA TEll CONT.A.'\IINATION A. "a> D.A.'\.fAGE CAUSED BY THE 
PRES~CE OR RELEASE OF ANY IIAZARDOUS MA TERLU.S IN, ON, UNDER. OR ABOUT THE l.EASD) PRE.'\ USES DURING LESSEE-S 
OCCUPANCY OF 11U: LEAsED PRDaSES IN CONFORMANCE WITlJ THE JU:QL'IRL\fENTS OF APPUCABLE U W. TliiS 
IM>EMNUlCATION A."m A.SSt1MPTION SHALL APPLY, BUT IS NOT LIMITED TO, UABn.ITY FOR RESPONSE ACTIONS UNDERTAI<E:'4 
PURSUANT TO CERCLA OR ANY O'TBE:R ENVIRONMENTAL LAW OR REGUlATION. LESSEE SHALL IM\IEDlATEL Y GIVE THE ST-ATE OF 
TI:."CAS AND TilE OWNER OF THE SOU. WRITrEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. UPON 
l.L\R."{ING OF THE PRESENCE OF ANY HAZ..UlDOUS MATERIALS. OR UPON RECEIVING A NOTICE FROM .A.VY G0~1..U. · 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WJDCH MAY AFFECT THE LE.ASED PR.E.'\.fiSES. THE OBUGA TIONS OF LEsSEE 
HEREUNDER SHALL SV'RVIVE THE EXPIRATION OR EAlU.IER TE.R.'IlNA TION. FOR ANY REASON, OF THIS AGlUL'\.fENT. 

37. APPUCABLE LAW. This lease is issued undct the provisions o(Tcxas Natural R..csourcc:s CQde 52.17llhrough 52.190, commonly kno~ u the 
R.clinquishment Act, and other applic:able staJUteS and amaldmcats theretO, and iC any provision in this lase does not conCorm to these SWUtes, tbe swutcs will 
prevail over ~ nonconforming lease proYisioas. 

38. EXEctrnON. This oil and J&S lease must be signed :md xknowledged by the Lessee before it is filed of record in the county records and ill me 
GcncnJ Land Office of the Swe oCTcxas.. Ooc:e the tiline requircmcna found in Par.sgraph 39 o(this lease have been satisfied, the clfeaive dale of tHis fuse shall 
be the date found on Pace I. · · 

39. LEASE FILING. Pursuant to 012ptc:r 9 o(the Texas Business and Commerce Code, this lease must be filed of record in the office of the County 
Oerlc in any county in wbic:h all or any part of the lc:1Sed premises is l<>Qted, and certilied copies thereof must be filed in the Gcncn! Land Office. This l= is not 
effeeti-until a certified copy of this lease (which is made and ccnified by the County Oerk from his m:ords) is filed in the General Land Office in accordance with 
Te!cJ"Waxtr.l.l Resources Code 52.1&3. Additionally, this lease shall not be binding upon the State unless it recites the aaual and true consider.ulon paid or premised 
Cor w;~oa of this lease. The bonus due the State and the prescribed tiling fc:: sh.all accomp;my such certified copy to the Gcner.U Land Office. 

*See·~xhibit "A" attached fa dditio al lease provisions, signatures and 
acknowledgments. ___-

•••• • • •••• 
• •••••• • • 

• 
• •••••• • • 
• •••••• • • 

ST .ATE OF TEXAS 

BY: 
Jndi-:vi:-:d-ual:-:1-:-y-an--:d-:-.as-ag_cn_t 7fo-r-:th-e_S,_wc--o-CT __ cxas _____ _ 

Date: _ ______ _________ _ 

STATE OF TEXAS 

BY:.-:-:---::----:-----:--:--:---~--------­
IndividuaJiy and as agent for the Swc ofTcxas 

Date: ___ _______________ _ 

STATE OF TEXAS 

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

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

STATE OF TEXAS 

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

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

True and Correct 
copy of . 

Original1iled In 
Reeves County 

Clerks Ottice 



STATE OF ___________________ ___ 
(CORPORATION ACKNOWl.EDGMENI) 

COUNTY OF ___________________ __ 

BEFORE ME. the WldcrsiiiJCd autbcrity, oa this day persouDy appc:arcd·-------------------
knowu to me to be tbe~ wbosc came is subsaibed to the fo.:e&aiD& insaumeDt. as. ____________________ ,oc 

Given UDder my lwld mel scaJ ofotl'icc this lhe. ______ .d.ay or __________ -J. 19 ___ • 

Nocary hbUc: ia Df for __________ _ 

STATE OF _____________________ _ 
(CORPORATION AClCNOWl.EDGMENT) 

COUNTY OF ___________________ _ 

BEFORE ME. the IIDdasiJDCd authority, oa Ibis day pc::301Wiy appared. ____________________ _ 

known to me to be the penoo wbose zwnc is subscribed to !he fore&aill& instrumcDt, as. ____________________ .oC 

111d adcnawledged to me tha.t be c:xccwd tbe sauw: 
";fo:-::r:-:th:;:-e-p""'"urpos---e:s-an-d-:-co-ns-:-:idcn.tioa;--"7.-th-:--c:re--:-ia-c:xp-re:ssc--d.-:-:-ia--:-th-e-ap-a-Cl7·ty-St31C--:d.-aa--:d:-as--:tbe;--xt--m-d7'de:cd-:--;-o-;f-saa7·d7'co-cporarion. ' 

Given under Ill)' hand aad sal ofot!icc Ibis lhe _____ d.ay of __________ -J 19 __ . 

••• • • • ••• 
•••• • • • •• • 

STA~OF _ _____________________ _ 

•••• c~~F __________ __ 

• 

Notary Public ill and fur _________ _ 

(INDCVIDUAL ACKNOWLEDGMENT) 

•: • • • ~cfore me, !be undersigned authority, oa this day p<nonally appcz1:d. _______________________ _ 

known 11:1 me to be the pcrsoru wbose aame:s an: subscribed to the foregoing instrument. md aclcnowledicd to me thal they c:x=tcd the same for the plllpOSCS and 
CXII\I~;n thercia expressed. 

• • 
•• • • .Ciivcn under my hand and sc:al of office this the _ ______ .day of ___ _ ___________ __. 19 ______ . 
• • 

Nouzy Publ ic: in and for __________ _ 

STATE OF ___________ _ (INDIVIDUAL ACKNOWLEDGMENt) 

COIDrrY OF ___________ _ 

Before me, the undenigned authority, on this day penonally 3J7PC3Rd _______________________ _ 

known to me to be the pcrsoru whose names an: subsc:ribed to the foi'Cloing instrument. and acknowledged to me that they executed the s;unc for the purposes and 
consideration therein expressed. 

Given under my hand and sc:al of off!a: this the _______ day of ________________ _,~ 19 _____ _ 

Nouzy Public: in and for __________ _ 

:-.. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



"EXHIBIT A" 

Attached to and made a pa r t of Oil and Gas Lease 
da ted ugust 19, 1998 by-and between Julian W ade Meeker , Daniel Hill Meeker and Lawrence 

Hill Meeker, Trustees UWO J . R. Meeker for Lifetime Benefi t 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 all rights granted to it herein with due regard for the rights of the owners of the surface. 

6. It is further agreed that Lessee, its successors and ass igns, shall not erect any buildings or houses on the leased 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 . 

• "Jt .• ·~otwithstanding any other provisions of this lease to the contrary, it is expressly understood and agreed that Lessee will not 
• • f>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 

• ••: tr. writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated. 
•• • 
• 8. •• L-essee further agrees to maintain all drill sites and other portions of the surface used or occupied by Lessee, its successors or 

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

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

• Li ssee shall fill 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 time of execution of this lease. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



STATE OF TEXAS § 

COUNTY OF 1ar'rl-\l\-\" § 

Before me, the undersigned authority, on this day personally appeared J ulian 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 for the puz::._s and consideration therein expressed. 

Given under my hand and seal this the /J day oft j~_k , 1998. 

~~~~0~~~~~~~~~~ 
. ;;.~"~'~;).. NAT ASHA J. LYMAN 

r~{:A\.;\?1 NOTARY PUBLIC 
~JAV..-i STATE OF TEXAS 
'~· ~"if,~ ··:? My Comm. Exp. 1 0·31·98 

t~ ,,"\'1"' 
~~~~~·~000~ 

STATEOFTE~ § 

COUNTY OF 'flll'(llht' § 

Before me, the unders igned 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 instrument, and 
acknowledged to me that they executed the same for thez:oses and consideration therein expressed. 

f~~~D~~~y._bap.cl.aM.s~~~:gus the 13 day of 1998. 

I -~<>''" '~":,~ N~\ I .•\SH,·\ J L't MAN jH • l> .. ,.,.< •• • '\'); ··t No-c_~lY PuEuc 
•• • ,,.I .--~ STA 1 t: OF Tt:XASJ 

• ~· : IJ;::~~~~~~-· l\1yComrn E;.rp , 10·3 1·9S 

• ~~O'"X>¢Qo00~ 

•••• 
•sT-'..fE OF TEXAS § 

• 
·eo•UNTY OF ~((~f\t § 

• 

STATE OF TEXAS § 

COUNTY OF MIDLAND § 

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

Given under my hand and seal this the __ 2_~-- day of 

Notary Public in and for 
True and Correct 

copy of 
Original filed in 
Reeves County 

Clerks Office 
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Ill AN Ht:::>UUHvt:::>, L.t"' V 

ACQUISITI8~rS1~~~j~~ER OF THE GENERAL LAND OFFICE II /2/9& 
PARAGON #299:Lease Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in full of I/2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 08/19/98 from the tate of Texas by Agent 
Windi Phillips 19&3 Trust, Philip J. 13oschetti & John L. 
Marion, Trustees, Lessor, in favor of Clay Johnson, 
Lessee, covering The S/245 ac. of Section 44. 
Block 56, PSL Survey, 
Reeves County, Texas. 

l(u 

ACQUISITI€~~~~~ER OF THE GENERAL LA D OFFICE 11 /2/9& 
PARAGON #299:Lease Bonus 

••• • • • 
1 n 
:~•;s: 
•• • •••• • • • • •• • •• • • ... ~ '. 

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

• • • •••••• • • 
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 
Windi Phillips 1983 Trust, Philip J. Boschetti & John L. 
Marion, Trustees, Lessor, in favor of Clay Johnson, 
Lessee, covering The S/245 ac. of Section 44, 
Block 56, PSL Survey, 
Reeves County. Texas . 

99014060 

~ 1,020.82 

002795 
1,020.82 

1,020.82 



1111\1'1 Nt>:>VU N vt>:>, L. t" . ~ 

ACQUISITION CHECKING 
COMM ISSIONER OF TilE GENERAL LAND OFFICE 1112/98 

PARAGON #299:Lease Bonus 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

Payment in full of 112 Lease Bonus Consideration due 
the tate of Texas for Oil & Gas Lease 
d~ecl 0:!1+9/98 from the State of Texas by Agent 
Meeker Investments, Inc., by Robert W. Debolt, 
President, & J.J . Meeker, Individually, Lessor, in favor 
of Clay Johnson, Lessee, covering the S/245 ac. of 

ection 44. Block 56, P L Survey, 
Reeves County. Texas. 

\1 

ACQU ISITI~~~ER OF T ilE GENERAL LAND OFFICE 
••• 

• .1·~~~GON #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 08/1 9/98 from the tate ofTexas by Agent 
Meeker Investments, Inc., by Robert W. Debolt . 
President, & J.J . Meeker, Individually, Lessor, in favor 
of Clay Johnson, Lessee, covering the /245 ac. of 

ection 44. Block 56, PSL Survey, 
Reeves County. Texas . 

11 /2/98 

002819 
2,041.75 

I 

~ 2,041.75 

002819 
2.041.75 

2,041. 75 



Ill f\1'1 M t::;:>VUM vt::;:>, L . t' . 

ACpUISITI8~~~~~~~~1ER OF THE GENERAL LAND OFFICE 

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 for Oil & Gas Lease 
dated 08119/98 from the State of Texas by Agent 
Julian Wade Meeker, Daniel Hill Meeker. & Lawrence 
Hill Meeker, Trustees UWO J.R. Meeker for 
li fetime benefit of L.H. Meeker, Lessor, in favor of 
Clay Johnson, Lessee, covering the S/245 ac. of 

ection 44, Block 56, PSL Survey, 
Reeves County, Texas. 

ACQUISITI~~\§~ER OF THE GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus 

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

• •• .. -.. 
• •Y .... 

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

Checking Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Oil & Gas Lease 
dated 0811 9/98 from the State of Texas by Agent 
Julian Wade Meeker. Daniel l-! ill Meeker, & Lawrence 
Hill Meeker, Trustees UWO J.R. Meeker for 
lifetime benefit of L.H. Meeker, Lessor, in favor of 
Clay Johnson. Lessee. covering the S/245 ac. of 
Section 44, Block 56, PSL Survey, 
Reeves County , Texas . 

11/2/98 

99014078 

• 
)(2,04 1.75 

11/2/98 002812 
2,041.75 

2,04 1.75 



••• ·· ... :·.: • ••• .... ··•::: • • •• • • 
• .. 

·--~ .,_ .... 
:···:· • • 

• 
:··:::. • •• • • 
: ~· ·.:: .. • • • • • 



Texas General 
Land Office 

David Dewhurst 
Commissioner 

Stephen F. Austin Building 

1700 North 
Congress Avenue 

Austin, Texas 
78701-1495 

512-463-5001 

August 18, 1999 

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

Re: RELINQUISHMENT ACT LEASE No. M-100249 
Sec. 44, Blk. 56, PSL Survey, 
245.00 ac./204. 17 net ac. 
Reeves County, Texas 

Dear Mr. Ready: 

The certified copy of the Relinquishment Act lease covering the above 
referenced tract has been approved and filed in our records under mineral file 
number M-100249. Please refer to this number in all future correspondence 
concerning the lease. 

Your remittance of$5,479.32, 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. 

5~(-j 
DrewReid 4 
Minerals Leasing 
Energy Resources 
(5 12) 475-1534 

MS/DR 





Lease Number Book/Vol Page Ent ry County I Pansh St a t e 

TX299 - 389-268-003 - 00 597 87 003122 REEVES TX 

Lease Name: I Meeker Inv : State of Texas, acting by and through 1 Lease Da te I 08/19/98 

Legal Descr1pt1on 

The South 245 ac r es sect1on 44, Block 56, PSL Survey 

PR.C~.:CT TX299 - PARAGON INDIAN/ST/FEq_ LSE n M-::..002~9 
•• • 

Pt~,s : ' Account Number Amount 

• 
S t:c:!~ . of Texas c a::::,)(4o . 84 
Ge•ne al Land Office 

~ an58b 9 1700 N. Congress Avenue 
~ ~ ._, 

Aus~ in , TX 78701 
••• • • • 

/d.! • •• 
~ --......_ 

RN - Period Beg . 0 8/19/19 9 r-tELA Y RENTAY CHECK ~ 100466 - -I NSTRUCTIONS TO DEPOS ITORY: You have been des.gnated as dep Slt• ry f~r the above descr1bed payment. Please cred1t the proceeds 
thereof to the part1es named and 1n the amounts lnd:cated Jhou>d any d1ff1culty o: any nature arise. or N?T RETURN our check. but 
make the deposlt to t he cred1t of the party named 1n a spec1al account, and adv1se us as soon as pnss1ble for further lnstruct : ons 

J dart R-esourceS L-P 

100466 



•••• • • • • • • 
•••• • • • • • • 

•• •• • • • • 

• 
•• • • • • •• • 



Lease Number Book/Vol Page Entry county I Parish St ate 

TX299-389-268-002-00 1 596 403 00 3 049 REEVES TX 

Lease Name: I L . H. MeekerJ state of TX, acting by and through I Lease Dace I 08/19/98 

Legal Descrip tion 

The Sout h 245 acres Secc1on 44, Block 56, PSL Survey 

•••• 9SU577~ 9 • . . •• • .... 
• • • •• • 

• 
• •• • 

P~OSPECT TX299 - PARAGON INDIANt ST/c FED-LSE# M-100249 
•• •• • -----• • Payi e( s ) Account Number Amount 

•• r 40.84 S ' a"tl & of Texas 
General Land Office 

\6\ 
1700 N . Congress Avenue 
Austin, TX 78701 

RN - Period Beg. 08/19/1999 DELAY RENTAL CHECK ~ 1 00 464 

INSTRUCTIONS TO DEPOSITORY: You have been des1gnated as depos1tory fo r the above descr 1bed payment:. Please cred11: t he proceeds 
t hereof to the parties named and 1n the amounts 1nd1cated . Should any d1ff1culty of any nature ar1se, DO NOT RETURN our check, but 
make the depos1t to the credlt of the party named 1n a spec1al account, and adv1se us as soon as possible for fur t her 1nscruct1ons. 

100464 



•••• • • • • • • 
•••• • • • • • • 

• 
•••• • • •••• 
•• •• • • • • • 

• 
•• • • ••• • 



• • • • Lease Number Book/Vel Page • • . Encry •: • • • • Councy I Pansh Scate • • • • • • 
• • • • • 

TX299-389-268-001-00 596 683 00 30 8LJ ••• •• •• REEVES TX 

Lease Name: I Phillips '83 Tr : State of Texas, acting by and I Lease Dace I 08/19/98 

Legal Descr iption 

The Souch 245 acres secc1on 44 , Block 56, PSL Survey 

99 0580 57 

PROSPECT TX299 - PARAGON INDIAN{ST/FED LSE# M-100249 

Payee(s) Accounc Number Amount 

State of Texas r 20.42 
General Land Off ice \~\ 1700 N . Congress Avenue 

~) 
Austin, TX 78701 

RN - Perio d Beg . 08/19 / 199 ( qtLAY RENTAL I CHECK ~ 10 0462 

"""vcnoNO TO O<romo"" 'oo >m booo do:!~" doo~ cOo •bo•o doooo>bod '"'""""' · "•••• mdio <"o ooomdo 
thereof to che parc1es named and 1n che amounts d1caced. Sh d any d1fficulty of any nature ar1se, DO NOT RETURN our check , but 
make the deposit to the credit of the party named i ~ ~nP~ account, and advise us as soon as possible for further instructions. 

100462 



1/ • • • • • • • • • • • • • • • • • • • • • •• •• • • • • • • •• •• • •• • 



Check # 101274 

I 
Property I d I MMS Eft. Date Recording Information State County I Parish 

TX2':1::l· 389· 268-00 1·00 0811911998 11109198 BK 596 PG 683 ENTRY 003080 TEXAS Reeves 
M-100249 

Property Name I Lessor 
State ofTexas, acting by and through its agent, Windi Phillips 1983 Trust, Philip J. Boschettl and John L. Marion, Co-Trustees 

Property Legal Description 
The South 245 acres Section 44, Block 56, PSL Survey 

nn 
~v 61398 

xao~~~ 
Payee Name & Address SSNITax IciiNumber 

State of Texas, acting by and through the 
Commissioner of the General Land Office Federal Tax Withheld 
1700 N. CongrP.so; Avenue 0.00 
Austin, TX 78701 

Account Number 

Total Bank Charges .... 0.00 
pcf~t Period Payment Amount Bank Service Property Property 
Du~lWe (in months) Description Due Charges Sub-Type Sub-Id 

o8T~iicro 12 Delay Rental 20.42 0.00 
• ..... . 

•I I • 0.00 0.00 

.lJ. 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 indicated. Should any difficulty anse, make the depos1t 1n a special account, and contact us 1mmed1atei'N ~ 1 Q 12 7 4 



•••• • 
• •• •• 
••••• 

• •••• 
• 

• • •• :·· . 
• 

•• • • • • ••• 



Check # 101276 
Property Id I MMS Eff. Date Recording Information State County/ Parish 

TX'i99-389-268-002-00 0811911998 11109198 BK 596 PG 403 ENTRY 003049 TEXAS Reeves 
M-100249 

c..... 
Property Name I Lessor 

State of Texas, acting by and through its agent, Julian Wade Meeker, Daniel Hill Meeker and Lawrence Hill Meeker, Trustees UWO J. R. Meeker for Ufetime 
Benefit of L. H. Meeker 

Property Legal Description 
The South 245 acres Section 44, Block 56, PSL Survey 

no 61382 'tL/ ,.., 
X lf/) 

Payee Name & Address SSNI 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 

Tota l Bank Charges 
0.00 

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

0811912000 12 Delay Rental 40.84 0.00 .... 
• • •••• 
•ll_ •• 0.00 0.00 

• 

·:·r: 0.00 0.00 

• ••• • 
I• I 0.00 0.00 
••• • • • • •• 
I I 0.00 0.00 

Instructions to depository: you have been des1gnated as depos1tory for the above descnbed payment(s). Please cred1t the proceeds thereof to the parties 
named and 1n the amounts ind1cated. Should any difficulty anse, make the deposit 1n a speoal account, and contact us 1mmed1ateiYN ~ 1 Q 12 7 6 



/I. 

•••• • • •••• .... 
• • •••• 

• 
: ..... 
• • 

• ••• • 
• 

•• • • • • •• • 



Check # 101278 
Property Id / MMS Eff. Date Recording Information State County /Parish 

._TX299· 389· 268·003-00 08/ 19/ 1998 11109198 BK 597 PG 87 ENTRY 003122 TEXAS Reeves 
M-100249 

l.. 
Property Name I Lessor 

State of Texas, actmg by and through its agent, Meeker Investments, Inc., by Robert W. Debolt, President and J. J. Meeker, IndiVIdually 

Property Legal Description 
The South 245 acres Section 44, Block 56, PSL Survey 

0 0 61384 
~L( 

;\ L/[1 
I 

Payee Name & 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 

PalUfleflt. Period Payment Amount Sank Service Property Property 
Duee&ft (in months) Description Due Charges Sub-Type Sub-Id 

081l$~M!l 12 Delay Rental 40.84 0.00 .... . 
• t •Je •• 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 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 deposit in a special account, and contact us 1mmediatei'N ~ 1 Q 12 7 8 



.. 

•••• • 
• • • •• 

••••• 
• •••• 

• 
• • •• :·· . 

• ••• • 
• 

•• • • • • ••• 


