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- producing reservein from wiich gas is being sold and duinered und whieh i

) B S S U T ST S SR > S LAY o ',/_' -
s OIL 4ND GAS LEASE B8 romis

(Cip, 232, 4st Leg., RS, 1929 Chap. 17, 42d Leg., R.S. 1931; Lnap,

..o AD, 19 68. by and beiween the Siate

3 - » . . 3 -~ 1
and entesed jate in dnplicate on this 13tk dov ol ...

ey the Cammissioncr of the General Land Office, designated as Lessor, yader
er 222 ol the Gn-xc..ﬂ Lavs of the State of Texas, passed by tho Fortpfirst Legistature ot its
2 73' Yo a's Civil Statater, and in pursuance of the award made by the Board for Lease of

suxe 4 19.88

of . . Br ergevilan, Okliolonz, T s e designated a3 Lessoe,
WITNESSETH:

i The Lessor, in consideration of the payment by Lessee of the sum of § 10, 000..Q0 ..., the receipt whereof is acknowledged,
and of the royzlics, covenants, stipuletions, and conditions contsined, und hereby agreed to be pald, observed, and petformed by the Lessee, does
herehy dr'riu‘, s, lease, and let uato the Lessee the land deseribed below, for ﬁ\c yeas from the dave hereof, said period being the primary
term of the luu‘.. and 2s long thercafter 29 oil or zas is produced in paying i d bject to such conditions as are hercinalter set
out, for tic sol> and only purpose of prospeciing and drill ling for, wnd producxn. oil and/or gas that mny be found and produced from said lands,
comprising u part of the Permuneat University Fund, to wit:

Trazec 45

" Past

Univeryity 320,350 Ward

e/2 L .18

i Section Block i Crantee Acres County
|

| :

i i

2. 1 at the expirating of the primary ttem oil o zas in paying quantities shall not have been produced from the premises, this Jease shall

t ¢; provided, b oe, the term or 1ife of this lease may he extended unider one or more of the following conditions:

{a) In the event production of oil or gos on the leased promises, ufier once obiained, shall cease for any cause within aixiy (60) days hefore
the expiration o tiwe primary term of this lcuc or af any time or times thereaftor, this luase shall not terminate if the Lesssa commences additiozal
deilling or reworking operations within sixiy (60) days after weh cessation, nnd this Joase shall remain in fuil force ond eflect so long as such
operations continuc iz good faith and in workmanlike thout § ling more than sixty {60) days during any one such op-
eration; gad if such drilling or reworking operations result in dn. "rodnctim of oil or gas, this lease shall remain in full force snd effect so long
3 oil or gas j5 produced in paying quantitiss or payment of shut-in gas well zoyalties or compensatory royalties is made as hersinafter provided.

(b) If u: the explrntlon of the pnmary term or et any pime therealicr, there is located on the leased premises a well or wells capable of pro-
ducing £as in pavine rantitics and sack pes is not produzed for lack of a suitable market and this lesse is not boing ocherwise maintained in
foree a. e sy pay a3 covalty Twelve Thindeed Dolloes ($1,200) per annum for cach well on this lease capable of producing gas in

Ty ing

14 e gudmary teon hag expired, within sixty (60) ulays ufter the Locea coases 10 produce wns from sueh well or wu.s; and
i such pesnivnz fs male, this Iease shall be idcsed to be a producing Juase ond such shut-in gas well royalty paymeut shall extend the term
o’“f' “tesse for a pect .od of ane (1) year from the end of the primary I«.m or from the first day of the month next succeeding the month in which
produriion ceasad; and thereafter if no saizable markes for sueh gas exists, the Lossoe may extend this Jease for two (2) additional and successive
periads of ane (1) year each by the payment of a like sum of money each year on or before the explration of the ded torm, Provided, how-
ever, that if, whil: this lease is being mainiained in force and effest by payment of such shut-in gas well royalty, gas should be sold and delivered
in peying quaniities from & well situated within one thausand (1,000 feet of the leased promises and complated in 1he seme producing Teservpit
ticte drainsze is occurring, the right to further extend this lease by such shut-in gas well royalty payments shall cease, but this lease
furce &nd cifcet for the remainder of the cuzvent one {1} year period for which the shut-in gas well royalty has been paid, and
for an addizions! gosiod not 10 exceed a combined total of three (3} ycars from the expiration of the primary term or from the first day of the
month rext succceding the month in which production ccaied by paymeat Ly the Lessce of compensatory royalty, at the royalty cate provided for
in this University lease as would be dve on an equivalent amount of like auality zas prodnced and delivered from the well complcted in the same
wated within one thonsand (1,000} feat of, or draining, the leased
ch ekut-in zas well is & d, such pensalory royslty 1o be paid thly 10 the Commissi of the General Land Ofice at
Austin, Texaz, be snning on of before the 205 doy of the month next susceeding the moath in which such gos ix sold and dolivered from the well
situated wil thousare (1,008) feet of, or dreiiinp, the leasad pre-iizox snd complesed in the same producing reservoiv; provided, further,
that {n the even: such compensatory royaltics paid in any twelve (12) month perind ate in & sum less than the snnual shut-in gas well royaltics
pravided for in this section, the Lessce shall pay an additional sura of money equal 1o the difference within thirty {30) days irom the end of such
twelve (12) mocth seriod; provided, fusiher, that nothing lLerein shiall relieve the Lessce of the obligation of ble d f , or of the
oblizetion to dsil of'wx wells as required by Section 12 of -Article 26332, Y.C.5.

premises on v

(¢) If, az tie expiration of the p;
but drifling o: ..

: of wil tnd/or gas lias not heen obtained in paying quantitics on the Jesied premives

zaed ol s-arkmanlike manner, the Lewseo may, on or heinrs the expiration
« Coamni <ioner for a thirty {80} day estenzioa of this Jease, sush aj
50/1»0 Dullacs (57.30) per acre for each nexe in the lease, and thie Commissiones shail i
e and afier the c\-)ir'u.»m of the primary term and #o long shereaiter a9 oif or gas ic
; . <o Jong a3 such deilling operations we heing condueted ia ‘.;um
on and p:n) eat during any th (203 uay extendit per.od for un additional extension of thirty (30) d..)s rot to enversd
drad eizhty {180) days; peavided, howaver, Lessee may, w0 Jong a3 such drilling operations ace being conduvied in good
n to the Conunissioner, on or Lefore the expirution of the initial extended period of one hundved eighiy { lSDI duys for
az ed : bundred cighty (180) (I.A)i such uppbcmmn to he panied by a p of Filty Dollars \Sao,bﬂ) pes ocre fo?
each aci= aner shall, i wriiing, fitend this bezee for an additionsl one hundred eighty (1903 day pesiod fom on o
tito expiration nf the initial extonded period of one Lundred eizhiy (18U) duys, and so Joag thereafier as oil or gas is pmdnced ia paying gna-m...s
from the prem nrovided, fursher, that this lezse shell not be extesded for more than 2 total of three hundred sixty (360) days from and afies
the expiration oi li.e primary rerey unless productios in paying Guantities has been obiained

At ia ting Geraseal :
wpanled 2-) a p.um.-n' of Seven

writing ¢
A""d“'
faith, make fhe
a com:an".u totsl of are hun

szt 10 b ot 1 the Canais-ioner of the General Land Ofice at Austin, Toxow, prior to the expiration of the pr:nmfy_

Siot/s -9

.’V,

-
hebind




i it bydrocarbons produced in a liguid furm et the mouth of the well and alse all con-
s ni v thioush o separatar or other equip , a5 hercinafter provided,
Le based on the hiziiest posied price, plus pramium, if any, ofered
¢, 0 wtirer Nquid bydeocariong, ree ;.}. ol a like type sad gravity in the general mrea, or the prevailing
rencral area, o the proceeds of the sale thereol, whickever is the greatest, Lensea agroca that before any gas produced
aing Bedd recorerable in commercial quantitics by separator on the lcass, is sold, used or
i be rua shron i s separator of conventional type or other equipment at least ax ellicient to the
e «wrch means will be ceeovercd. Upon' writlen consent of Lessor the requiremcnt that
ray be waived upon snch terms and conditions as preserilicd by Leasor.

T .
y on oif, whoick 2 as inchy
e oty Hauid Diydvocarions weewveved fron: ol or &
of th2 gioss production, Said value «

bans and gaseous subdances not defincd as oil in subparagraph (a) above, pro-
> ior purpescs which are not cxempted from royalty payments { exeem as provided herein
for the extraction of ga<oline, liquid hydrocarbans or other prod 1/6th.....

s2+: shall the royalty be based on a price of less than the lngllul warlﬁct price paid or
SeneT: o vmd or aiferel] to the producer, whichever is the greater; pravided that the maximum ban pressure
wader <t shall net at any time exceed 1163 pounds’ per square inch abss! and the Jard nhase tem-
sixty (60) egrees Falrenhoit, eorrection to be made for pressure according to Boyle's Law, and for specific gravity accarding
Ly the Balanes Method.

{50 AsTovaily an oy
i y well 2nd solll
W0 2y procvssed in

of the g

A, 07 (‘lc bt
Jease co

o kﬂ TG

() A rayaity on any gas, ns berein defined, pmcwcd for the recosery of gasoline or other liquid hydrocarbons, ... myiis ‘! . vereneeoenne Of the
value of the zas processed. Lessow agrees thot the value of such processed zas shall be the value of the liquid hyd b {romm, plus
oa¢ hue r... Fee cent (10050} of thie valuc of this lease’s proportionate share (being that portion returnable to xhh lease} of the residue lold fron the
plant, The State’s voy a!ty shall be pmd on the basis of the average alling price of residus gas and the respective grades of liquid hydrocarbons, F.O0.B.
at the plant in which said gas is used for fhie same month in which the gas was delivered, provided that the price shali not be Jess than the average of
prices Guoted in ane or more of the leading periodicals of the industry for simblar grades of liquid hydrocarbons and residue gas in the texitory, or
the price aeeruing 1o the Lessee, whichever is the greater. The value of all liquid hydrocarbons shall be determined as follows:

(1} Oa 1l basis of $0% of the value of the liguid hydrocarbon content of the gas as determined at the welihead by the split-stream method
of teating or the most spproved method of testing being used by the industry at the time of testing, or

{2) That per cent of the value of Jiquid hydrocarben content of the gas which accrues to the Lessee, or
{3) 33% of the value of liquid hydrocachons actually recovered, or
{4) Tha: per ceat of the value of the Jigquid hydiaearbons actually recovered which accrues to the Lessee;

whichever is the greatest.

(d) As a royalty on carbon black, sulphur or any other prod produced or t J from gas (excepting liquid llldmrbou)
whether said gas be “casinghead,” “dry” or any other yau, by fractionating, bumning or any other processing, the value of - 1i6th
part of the production used or disposed of by sale or otherwise by Lessee, the value to be determined as follows:

(1) On tie basis of the average sale price of the predict, F.O.B. ot the plant for the sam.: month in which the production is secured, or
(2) Gn the Lasis of the average price received by the seller for any of tha by-products at the point of delivery, or

(3} On the basis of the average of prices quoted in one or more of the leading periodicals of the industry for similar grades of said products
in the ieeritory;

whichever iy tise nreatest,

(¢) No ro)ally shait be payalile on zus used by Lessce for operations on the leased premises. No royalty shall be payablo on any gos as may
reprosent [ ¢ 5 properticnate share of an)' fuel used in compressing such gas or as fuel in any processing plant or other facility. Subj’«:t 10 the
congrik i sitinan of the: Bourd {or Teas: of University Lands, Jesade may inject gos inta any oil or pas producing formation
sl grambran after 1l Baied hydeocarbons eontained in the gan have been renaved, and no royaltica shall he payalle on the gas
sk timg s hie sne may dwerealtee b gradoeal aml s6dd or ased by Losses i such manney as 10 eatitle Lessor to a royalty
s peyalty previsions of this hase,

50 injec
All‘.q:ﬂ:-m o

(f) Lersne sxzecos to use reasonable diligence to prevent the underground or above ground waste of vil or gas and, to aveid ke physical waste
of zas prosiuced from the leased premives, Lesee shall either market said gas or use same beneficially in operations on the leased premises, Com-
mencing sis months from the date of initial produciion hereunder, if waste of gas oceurs by blowing, flaring, release, venting, escape or otherwise,
Lessce shall pay Lessor & royalty of .....1. /0.t h .. of the market value thereof, or in the event that thers may not be a market for such gas, the
royalty skall be based on tha market value of gas of a comparable quality in the closest vicinity where there is a matket for such gas, but in no event
shall such value he less than . ... 1.4 ¢ per M.C.F.

.year from _the date of this lease, and on the same date of cach of the follomng ears daring the life of this lease, the Lessce shall pay

ioner of the Geaceal Land Office, Austin, Texas, an annual rental of $.2 6 f...... per acre, payable each year in advance, unless

Moya‘.n.s prid to and recoived in the Genesal Land Office Irom this lease during the mccdmg year shall equal or exceed the amount of the
. nnnu-l rntal m_Lm\.nl in which la'lcr cr_event, no annual reatal will be due op the rental date immediately following such royalty payments.

"5 AN l’O)J!lles shall be paid to ) the C Commissianer of the General Land Office at Austin, Texas, during the lifo of thia Jease, on or before the
20th day of rach sucecading month, for the manth in which tlw: oil and/or gas was produced, and shall be accompanied by a sworn statement of
the owner, manz wr, ot otiur cuthorized agzent, showing the gross amount of oil produced since the last report, end the amount of all dry gas,
residue as, easinghend gas, and other products *mn.uce«l thcuhom, sold, or used for the 1{ of gasnline, and the ket value of the
oil, d‘y 0z, vesidun fas, casinghead gas, and other products prod herefrom, her with l copy of all daily gauges of tanks, muter readings,
pipeding

2, gosdine receipts, and other cheks and da of the duced and put into pipe lines, tanks, or pools, and gas

lines o7 oo <lavagze. In all casca the authority of a manager or agent to act for the Lessee hercin must be filed at the General Lond OBce for the
Boazd far Leuse 6f Univensity Lands.
aohs and ascounts, reesipts, aad discha: ,n of all wells, tanks, pool=, meters, pipe lines, and sll and other d Ini
isn, transpostation, sale, eud marke of the 0il and gus proditee) on said premises shall av all times be subject to h.s.p-.chon and
inatica b/ ¢:o Comemissioner of the Cenerat Lend Oifice, the Attorney ), the Gi , any ber of the Board of Regents of The
Tunan, of the represcntntive of eny of the.
is lense to the contrary, after a well producing, or ble of producing, oil or gos has been completed
»nml mgm«s. l«-.-«» s‘m.l excreise the dilinence of a reasonably nm.lcm opcrator in drillm-' lu:h adduloml well or wells as may be
nent of the based premises and in marketing the p

'cquan-,.y prazeet the oil and gus undes the above-deserilad land [rom dratnaze from adjscent lands or leaves, including
Y :i;y la.u.‘ le ..n.d at a lusser roya’ty, The Lesrce <hall drill as many wells as she facts justify, and to the depth ot depths
om sich adjacent lands or leases. Neilher the bonus, sanusl rentals, nor royaltics paid or to be
=3 herein expressed,

[
peid hers

9. 17 175 eace shall b fordaited or tonminated for any cazse, tue Lessee shall noy, in any cvent, be permitted to remove the casing or any past
af the equiprient from uny produciaz, dry, or abandoned wi'l or wells without the writien comsent of the Board for Lease oi University Lands or
tharized iepvoaentative; nor ahels Losiee, witheut the written conseat of +3id Board or its authorised representative, srmove frvm the leased

premises B enang or aey other egilipment, matesic), machinery, appliances or properly owned by the Lesses and used by the Lessee in the

Avalwe

— gost Image
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tien of oif o7 2as there 3, until all dry or abandoned wells have been plu, 1o the satislaction of ths Railread Com-
slushy er el pits have boen propecly filled and all broken or di d Jumber, machinery, or dcbris shall have
satisfaetion of »aid Boaed or its anthorized representative.

well 67 walls ina thy above-deseribed premives, written notice thercof shall be filed
or b oad, secen,aied By a plat of said premises showing the location of such well

5 al Land Ofice for the Paund for Loiee of Univensity Londs, the loggs of all wells drilled upon the above
A thinty (37 days afiar completion in the cune of producing wells, and within thirty (30) Jays after abondonment in

e el oFice of Tha University of Texas ot Midh.nd, Texas, or such other office as the Board for Lease may designate
formation Aled with the Texas Raiflroad G ission which pertain to operati

ey made of the burehole section, from the base of the surlface casing ta the total depth
aad shall trunsmit a true copy ol the Jog of each survey 1o the field ofics of The Uni-
o+ Board for Lease may designate in writing to the Lessce, within fifteen (15) days after
s s Jorated in Loving, Ward or Winkler Countics, the Leasce shall have a radioastivily
o0 Srem the hase -7 e surface pipe to the total depth of the well of the first well drilled in the nbove-deseribed
W on sk other wells an the aame premiscs, as the Leasor shall direct, and shiall transmit o true copy of the log of such survey to the
caated within Bfween (13) days after making of such survey,

of waii, of
versty of T

survey

premi
-

ofire L

daefare i this section o

() Fie ieosen heein ancee, insofar as powible, to supply said Boand with any reconds, memaramia, accounts, reports, cuttings and cores,
or athee informatin velative to the apeation of e alovedewribed premise that el Boanl may request, in addition to these hervin espressly

pravidded for.

11 In deilling wells all waterbearing strata shail be noteid by Levecs in the log and the Lessor rescrves the right o require that 3ll or any
part of the easing shall be left in. any noaproductive well when Lestor decms it necessary to preserve or mointain said well or wells for water. For
such casing left In wells, the Lessor shall pay to the Lessee the bly catis | salvage value thereof.

12, (2) Luiseo shall have the right to vsc a3 much of the suzface of the land as shall be reasonably necessary for the full exercise and enjoyment
of the oil and gas righta and interesis herchy sranted in aid Jand, including the right to use fres af cost water found and produced or impounded
by Lessee on said jand for its own opesaiions shuereon, except water from wells or tanks of Lessor or its surfuco lessees; also the right to Jay and
maintain gethering lines, erect and maintain telephone and telearaph lines on this lease, pull rods, and other appli and equi 4
{or the operation of wells thereon; aléo the right of ingrese and egress and ho right of way to any point of operations under conditions of least
injury ond i ience to the pant of the suzface. AH casuments not pertaining solely to this lease may be issued by the Board of Regents of
The Univessity of Texas,

(b) Lessee ohall build sad miaiutain fenars arviad it o)+, siond, s Glainege pits end tank baiteries 50 as to protect Hvestock against loss,
damage, or injury; and Gpon completion or nhaad of any well or wells Lessee shall 1] and level off all sluah pits and collars and completely
elean up the drilling site of olt rubbish thercon, Lessos alsa shall crect, at o distance not to exceed twenty-five (25) feet from each well on the

" premises covered by this lease, a lezible sign on which shail be stated the name of op , the lease designation and the well number. Where two
or more wells on the same lease ar where wells on twa or more leases are conaocted to the sams tank batiery, whether by individual flow line
tions direct to the tank or tanks or by use of o wultiple header sysiem, each Lina between each well and such tank or header shall be legibly identified
at all times, either by e fismly stiacked tag or plate or an identificztion properly painted on sucn line at a distance not 10 exceed thres (3} fect from
such tank or header conacction, Suid signs, tags, plates or other identification markers shall be maintained in a legible condition throughout the

term of this lease. .

13. The State shall have a £rst lien upon all oil and zos produced upon the above premises, and upon all rigs, tonks, pipe lnes, telephono lines,
and machinery and appliances owned by Lesses used in the production and handling of oi! and gas produced therefrom, to secure any smount due
from the Lessce herein and to secuse the performance of any of the provisions contained in thia lease contract.

14, Ii Lessee shall fail or refuse to make the payment of any sum duc by the provisions of this lease, either as rental or royalty on the produc-
tion, within thirty (20) days after same shall become due, or il the Lessee or hisx authorized sgent should make any false report ov falso retnrn
conceriing production, reyalty, or drilling, or if Lesece shall fuil or refuse to drill any offset well or wella in good foith, os requived herein, or if
the Lessec or bis agent should refuse the proper authorlty access to the records and other data pertaining to the operations under the aloresaid Act,
or if the Lessee, or kis authorized agent, should fail or refuse to give corrcct information to the proper nuthorities, or fail or refuse to furnish the
cuttings or carcs of any well upon demand, or fait or refuse to furnish the log of any well within thirty (30) days after production is found in
painz quantitics therein or the well is sbandoned, or if any of the material terms of this lease shall be violated, this leasc shalk be subject to
forfeiture by the Board for Lease of University Lands by an_order entezed upon tho minutes of the Board reciting the facts constituting the default
and declaring :he forfeiture. The Board may, if ft s0 d ines, have suit inatisuted for forfeiturs through the Atterney General of the State. Upon
proper showinz by the Lessee, within thirty (30} days after the declaration of forfeiture, this lease may, ot the discretion of the Beasd and upon
such terms 25 it may prescribe, be reinstated. In case of violations Ly the Lessoe of the provisions of this lease, the remedy of the State by forfeiture
shall not be the exclusive remedy, but a suit for damages or specific performance, or both, may be instituted,

15. The assizamnens of the rizhts sequired under this leasc shall be guverned by the provisions of existing law providing that all rights scquived
may be assigned in quantitics of not Jess than forty acees, unlexs there Le less than forty acres remaining in sny survey, in which case such lesser
arca may be el mvi. AN assignments shall be fled in the ¢ormty or countics in which the area is situated and 8 certificd copy of the sisignment
shail be filed in the Genesal Land Office within onc hundred (1003 days after the date of the first acknowledgment thereol, icd by ten
cents (10¢) per acre transfer feo for the gross acres assignod and the required y filing fee of the General Lond Office. If not so filed and

payments son. v, the assiznment shall he ineflecine.

16. All rlits to any whole Jease and to any assigned portion f may be relinquished 3o the State at any time by having an instrument of
relinguishmen: recorded in the county or countica in which the land is situatod and a certificd copy of the relinquishment filed in the Genera! Land
Office, aecompanicd by 3 Ore Dollar (§1.00) relinquishment feo for cach area relinquished snd any additionsl statutory ﬁlintg {ea required by the

3 b

Generzl Land Ofice. Such asix or relinquist shall not relicve the lease owner of any past due obligations th y
or Jmpair the Lessor’s lien herein provided for, .

17, The wrenials, cundition:, and opicr Brads contained hroia shall cxend 10 and be binding upon tho heirs, execulora, administrators,
succensors, or wvizns of tho Leacce herein,

In Tretisiony VIILKGO., withess the sigaature of the {camisioner of 1he Geoyfal Tond Olice this 52550, day of ... Sune -y

AD,15CG. L

£~ . ™%
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OIL AND GAS LEASE Form 14

(Chap. 282, 41st Leg., R.S. 1929; Chap.174, 42d Leg., R.S. 1931; Chap.
148, 45th Leg., R.S. 1937; Chap. 179, 54th Leg., R.S. 1955; and
Chaps. 94 and 245, 55th Leg., R.S. 1957)

_ 62230

This lease, made and entered into in duplicate on this 1380 day of June .» AD, 19!!., by and between the State

of Texas, acting by and through Jtll!“ﬂpll, the Commissioner of the General Land Office, designated as Lessor, under
authority and by virtue of the provisions of Chapter 282 of the General Laws of the State of Texas, passed by the Forty-first Legislature at its
Regular Session, as amended, codified as Article 2603a, Vernon’s Civil Statutes, and in pursuance of the award made by the Board for Lease of

University Lands on the l”h ..... day of ....‘an. . , AD, 19“, to ..

of "'tl“v‘l‘.lekl.h“ s . designated as Lessee,
WITNESSETH:
1. The Lessor, in consideration of the payment by Lessee of the sum of $10.°°°,°Q, the receipt whereof is acknowledged,

and of the royalties, covenants, stipulations, and conditions contained, and hereby agreed to be paid, observed, and performed by the Lessee, does
hereby demise, grant, lease, and let unto the Lessee the land described below, for five years irom the date hereof, said period being the primary
term of the lease, and as long thereafter as oil or gas is produced in paying quantities thereunder, subject to such conditions as are hereinafter set
out, for the sole and only purpose of prospecting and drilling for, and producing oil and/or gas that may be found and produced from said lands,
comprising a part of the Permanent University Fund, to wit:

Tract 83

Part Section Block Grantee Acres County

R/2 i1 18 University 320,350 Warxd

2. If at the expiration of the primary term oil or gas in paying quantities shall not have been produced from the premises, this lease shall
terminate; provided, however, the term or life of this lease may be extended under one or more of the following conditions:

(a) In the event production of oil or gas on the leased premises, after once obtained, shall cease for anycause within sixty (60) days before
the expiration of the primary term of this lease or at any time or times thereafter, this lease shall not terminate if the Lessee commences additional
drilling or reworking operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect so long as such
operations continue in good faith and in workmanlike manner, without interruptions totaling more than sixty (60) days during any one such op-
eration; and if such drilling or reworking operations result in the production of oil or gas, this lease shall remain in full force and effect so long
as oil or gas is produced in paying quantities or payment of shut-in gas well royalties or compensatory royalties is made as hereinafter provided.

(b) If at the expiration of the primary term or at any time thereafter, there is located on the leased premises a well or wells capable of pro-
ducing gas in paying quantities and such gas is not produced for lack of a suitable market and this lease is not being otherwise maintained in
force and effect, the Lessee may pay as royalty Twelve Hundred Dollars ($1,200) per annum for each well on this lease capable of producing gas in
paying quantities, such payment to be made to the Commissioner of the General Land Office at Austin, Texas, prior to the expiration of the primary
term of the lease, or if the primary term has expired, within sixty {60) days after the Lessee ceases to produce gas from such well or wells; and
if such payment is made, this lease shall be considered to be a producing lease and such shut-in gas well royalty payment shall extend the term
of this lease for a period of one (1) year from the end of the primary term or from the first day of the month next succeeding the month in which
production ceased; and thereafter if no suitable market for such gas exists, the Lessee may extend this lease for two (2) additional and successive
periods of one (1) year each by the payment of a like sum of money each year on or before the expiration of the extended term. Provided, how-
ever, that if, while this lease is being maintained in force and effect by payment of such shut-in gas well royalty, gas should be sold and delivered
in paying quantities from a well situated within one thousand (1,000} feet of the leased premises and completed in the same producing reservoir
or in any case where drainage is occurring, the right to further extend this lease by such shut-in gas well royalty payments shall cease, but this lease
shall remain in force and effect for the remainder of the current one (1) year period for which the shut-in gas well royalty has been paid, and
for an additional period not to exceed a combined total of three (3) years from the expiration of the primary term or from the first day of the
month next succeeding the month in which production ceased by payment by the Lessee of compensatory royalty, at the royalty rate provided for
in this University lease as would be due on an equivalent amount of like quality gas produced and delivered from the well completed in the same
producing reservoir from which gas is being sold and delivered and which is situated within one thousand (1,000) feet of, or draining, the leased
premises on which shut-in gas well is situated, such compensatory royalty to be paid monthly to the Commissioner of the General Land Office at
Austin, Texas, beginning on or before the 20th day of the month next succeeding the month in which such gas is sold and delivered from the well
situated within one thousand (1,000) feet of, or draining, the leased premises and completed in the same producing reservoir; provided, further,
that in the event such compensatory royalties paid in any twelve (12) month period are in a sum less than the annual shut-in gas well royalties
provided for in this section, the Lessee shall pay an additional sum of money equal to the difference within thirty (30) days from the end of such
twelve (12) month period; provided, further, that nothing herein shall relieve the Lessee of the obligation of reasonable development, or of the
obligation to drill offset wells as required by Section 12 of Article 2603z, V.C.S.

(c) If, at the expiration of the primary term, production of oil and/or gas has not been obtained in paying quantities on the leased premises
but drilling operations are being conducted thereon in good faith and in good and workmanlike manner, the Lessee may, on or before the expiration
of the primary term, file in the General Land Office, written application to the Commissioner for a thirty (30) day extension of this lease, such ap-
plication to be accompanied by a payment of Seven and 50/100 Dollars ($7.50) per acre for each acre in the lease, and the Commissioner shall in
writing extend this lease for a thirty (30) day period from and after the expiration of the primary term and so long thereafter as oil or gas is
produced in paying quantities from the premises; provided, that the Lessee may, so long as such drilling operations are being conducted in good
faith, make like application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days not to exceed
a combined total of one hundred eighty (180) days; provided, however, Lessee may, so long as such drilling operations are being conducted in good
faith, make written application to the Commissioner, on or before the expiration of the initial extended period of one hundred eighty (180) days for
an additional extension of one hundred eighty (180) days, such application to be accompanied by a payment of Fifty Dollars ($50.00) per acre for
each acre in the lease, and the Commissioner shall, in writing, extend this lease for an additional one hundred eighty (180) day period from and after
the expiration of the initial extended period of one hundred eighty (180) days, and so long thereafter as oil or gas is produced in paying quantities
from the premises; provided, further, that this lease shall not be extended for more than a total of three hundred sixty (360) days from and after
the expiration of the primary term unless production in paying quantities has been obtained.



3. Lessee agrees to pay or cause to be paid during the term hereof:

(a) As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all con-
deniati, disgllate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided,
AJ6th part of the value of the gross production, Said value shall be based on the highest posted price, plus premium, if any, offered
or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and gravity in the general area, or the prevailing
market price thereof in the general area, or the proceeds of the sale thereof, whichever is the greatest. Lessee agrees that before any gas produced
from the land hereby leased, containing liquid hydrocarbons, recoverable in commercial quantities by separator on the lease, is sold, used or
processed in a plant, it will be run through an adequate oil and gas separator of conventional type or other equipment at least as efficient to the
end that all liquid hydrocarbons recoverable from the gas by such means will be recovered. Upon written consent of Lessor the requirement that
such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prescribed by Lessor.

(b) As royalty on any gas, which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (a) abeve, pro-
duced from any well and sold by Lessee, or used by Lessee for purposes which are not exempted from royalty payments (except as provided herein
with respect to gas processed in a plant on a percentage basis for the extraction of gasoline, liquid hydrocarbons or other products) ,1[.&‘ ........
of the value of the gross production, but in no event shall the royalty be based on a price of less than the highest market price paid or
offered for gas in the general area, or the price paid or offered to the producer, whichever is the greater; provided that the maximum base pressure
in measuring the gas under this lease contract shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base tem-
perature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according
to test made by the Balance Method.

(c) As royalty on any gas, as herein defined, processed for the recovery of gasoline or other liquid hydrocarbons, ll‘ﬁh of the
value of the gas processed. Lessee agrees that the value of such processed gas shall be the value of the liquid hydrocarbons recovered therefrom, plus
one hundred per cent (100%) of the value of this lease’s proportionate share (being that portion returnable to this lease) of the residue sold from the
plant. The State’s royalty shall be paid on the basis of the average selling price of residue gas and the respective grades of liquid hydrocarbons, ¥.0.B.
at the plant in which said gas is used for the same month in which the gas was delivered, provided that the price shall not be less than the average of
prices quoted in one or more of the leading periodicals of the industry for similar grades of liquid hydrocarbons and residue gas in the territory, or
the price accruing to the Lessee, whichever is the greater. The value of all lquid hydrocarbons shall be determined as follows:

(1) On the basis of 50% of the value of the liquid hydrocarbon content of the gas as determined at the wellhead by the split-stream method
of testing or the most approved method of testing being used by the industry at the time of testing, or

(2) That per cent of the value of liquid hydrocarbon content of the gas which accrues to the Lessee, or
(3) 50% of the value of liquid hydrecarbons actually recovered, or
(4) That per cent of the value of the liquid hydrocarbons actually recovered which accrues to the Lessee;

whichever is the greatest.

(d) As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting lignid )ydrocarbons)
whether said gas be “casinghead,” “dry” or any other gas, by fractionating, burning or any other processing, the value of ... L/6th..
part of the production used or disposed of by sale or otherwise by Lessee, the value to be determined as follows:

(1) On the basis of the average sale price of the product, F.Q.B. at the plant for the same month in which the production is secured, or
(2) On the basis of the average price received by the seller for any of the by-products at the point of delivery, or

(3) On the basis of the average of prices quoted in one or more of the leading periodicals of the industry for similar grades of said products
in the territory;

whichever is the greatest.

(e) No royalty shall be payable on gas used by Lessee for operations on the leased premises. No royalty shall be payable on any gas as may
represent Lessee’s proportionate share of any fuel used in compressing such gas or as fuel in any processing plant or other facility. Subject to the
consent in writing of the Chairman of the Board for Lease of University Lands, Lessee may inject gas into any oil or gas producing formation
underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed, and no royalties shall be payable on the gas
so injected until such time as the same may thereaiter be produced and sold or used by Lessee in such manner as to entitle Lessor to a royalty
thereon under the royalty provisions of this lease.

(f) Lessee agrees to use reasonable diligence to prevent the underground or above ground waste of oil or gas and, to avoid the physical waste
of gas produced from the leased premises, Lessee shall either market said gas or use same beneficially in operations on the leased premises. Com-
mencing six months from the date of initial production hereunder, if waste of gas occurs by blowing, flaring, release, venting, escape or otherwise,
Lessee shall pay Lessor a royalty of .. ... ll‘th of the market value thereof, or in the event that there may not be a market for such gas, the
royalty shall be based on the market value of gas of a comparable quality in the closest vicinity where there is a market for such gas, but in no event
shall such value be less than 1‘1& per M.C.F.

4, One year from the date of this lease, and on the same date of each of the following years during the life of this lease, the Lessee shall pay
to the Commissioner of the General Land Office, Austin, Texas, an annual rental of $. 4.4 8% per acre, payable each year in advance, unless
the royalties paid to and received in the General Land Office from this lease during the preceding year shall equal or exceed the amount of the
annual rental payment; in which latter event, no annual rental will be due on the rental date immediately following such royalty payments.

5. Al royalties shall be paid to the Commissioner of the General Land Office at Austin, Texas, during the life of this lease, on or before the
20th day of each succeeding month, for the month in which the oil and/or gas was produced, and shall be accompanied by a sworn statement of
the owner, manager, or other authorized agent, showing the gross amount of oil produced since the last report, and the smount of all dry gas,
residue gas, casinghead gas, and other products produced therefrom, sold, or used for the manufacture of gasoline, and the market value of the
oil, dry gas, residue gas, casinghead gas, and other products produced therefrom, together with a copy of all daily gauges of tanks, meter readings,
pipe-line receipts, gas-line receipts, and other checks and memoranda of the amounts produced and put into pipe lines, tanks, or pools, and gas
lines or gas storage. In all cases the authority of a manager or agent to act for the Lessee herein must be filed at the General Land Office for the
Board for Lease of University Lands.

6. The books and accounts, receipts, and discharges of all wells, tanks, pools, meters, pipe lines, and all contracts and other records pertaining
to the production, transportation, sale, and marketing of the oil and gas produced on said premises shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attorney General, the Governor, any member of the Board of Regents of The
University of Texas, or the representative of any of them.

7. Notwithstanding any provision of this lease to the contrary, after a well producing, or capable of producing, oil or gas has been completed
on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be
reasonably necessary for the proper development of the leased premises and in marketing the production therefrom.

8. The Lessee shall adequately protect the oil and gas under the above-described land from drainage from adjacent lands or leases, including
non-University lands or University lands leased at a lesser royalty. The Lessee shall drill as many wells as the facts justify, and to the depth or depths
necessary for effective protection against drainage from such adjacent lands or leases. Neither the bonus, annual rentals, nor royalties paid or to be
paid hereunder shall relieve Lessee from the obligations herein expressed.

9. If this lease shall be forfeited or terminated for any cause, the Lessee shall not, in any event, be permitted to remove the casing or any part
of the equipment from any producing, dry, or abandoned well or wells without the written consent of the Board for Lease of University Lands or
its authorized representative; nor shall Lessee, without the written consent of said Board or its authorized representative, remove from the leased
premises the casing or any other equipment, material, machinery, appliances or property owned by the Lessee and used by the Lessee in the
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development and production of oil or gas therefrom, until all dry or abandoned wells have been plugged to the satisfaction of the Railroad Com-
mission of Texas and until all slush or refuse pits have been properly filled and all broken or discarded lumber, machinery, or debris shall have
been removed from the premises to the satisfaction of said Board or its authorized representative.

10. Whenever the Lessee commences the drilling of any well or wells upon the above-described premises, written notice thereof shall be filed
at the General Land Office for the Board for Lease of University Lands, accompanied by a plat of said premises showing the location of such well
or wells, Lessee shall file at the General Land Office for the Board for Lease of University Lands, the logs of all wells drilled upon the above
described premises, within thirty (30) days after completion in the case of producing wells, and within thirty (30) days after abandonment in
the case of dry holes.

(a) Lessee shall file at the field office of The University of Texas at Midland, Texas, or such other office as the Board for Lease may designate
in writing to the Lessee, carbon copies of all forms and other information filed with the Texas Railroad Commission which pertain to operations
of this lease within five (5) days after said filing with the Commission.

(b) Lessee shall have an electric or radioactivity survey made of the bore-hole section, from the base of the surface casing to the total depth
of well, of all wells drilled on the above-described premises and shall transmit a true copy of the log of each survey to the field office of The Uni-
versity of Texas at Midland, Texas, or such other office as Board for Lease may designate in writing to the Lessee, within fifteen (15) days after
the making of said survey. If the ahove.described premises are located in Loving, Ward or Winkler Counties, the Lessee shall have a radioactivity
survey made of the bore-hole section from the base of the surface pipe to the total depth of the well of the first well drilled in the above-described
premises, and on such other wells on the same premises, as the Lessor shall direct, and shall transmit & true copy of the log of such survey to the
office hereinbefore in this section designated within fifteen (15) days after making of such survey.

(c) The Lessee herein agrees, insofar as possible, to supply said Board with any records, memoranda, accounts, reports, cuttings and cores,
or other information relative to the operation of the above-described premises, that such Board may request, in addition to those herein expressly

provided for.

11. In drilling wells all water-bearing strata shall be noted by Lessee in the log and the Lessor reserves the right to require that all or any
part of the casing shall be left in any nonproductive well when Lessor deems it necessary to preserve or maintain said well or wells for water. For
such casing left in wells, the Lessor shall pay to the Lessee the reasonably estimated salvage value thereof.

12. (a) Lessee shall have the right to use as much of the surface of the land as shall be reasonably necessary for the full exercise and enjoyment
of the oil and gas rights and interests hereby granted in said land, including the right to use free of cost water found and produced or impounded
by Lessee on said land for its own operations thereon, except water from wells or tanks of Lessor or its surface lessees; also the right to lay and
maintain gathering lines, erect and maintain telephone and telegraph lines on this lease, pull rods, and other appliances and equipment necessary
for the operation of wells thereon; also the right of ingress and egress and the right of way to any point of operations under conditions of least
injury and inconvenience to the occupant of the surface. All easements not pertaining solely to this lease may be issued by the Board of Regents of
The University of Texas.

(b) Lessee shall build and maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss,
damage, or injury; and upon completion or abandonment of any well or wells Lessee shall fill and leve!l off all slush pits and cellars and completely
clean up the drilling site of all rubbish thereon. Lessee also shall erect, at a distance not to exceed twenty-five (25) feet from each well on the
premises covered by this lease, a legible sign on which shall be stated the name of operator, the lease designation and the well number. Where two
or more wells on the same lease or where wells on two or more leases are connected to the same tank battery, whether by individual flow line connec-
tions direct to the tank or tanks or by use of a multiple header system, each line between each well and such tank or header shall be legibly identified
at all times, either by a firmly attached tag or plate or an identification properly painted on such line at a distance not to exceed three (3) feet from
such tank or header connection. Said signs, tags, plates or other identification markers shall be maintained in a legible condition throughout the

term of this lease.

13. The State shall have a first lien upon all oil and gas produced upon the above premises, and upon all rigs, tanks, pipe lines, telephone lines,
and machinery and appliances owned by Lessee used in the production and handling of oil and gas produced therefrom, to secure any amount due
from the Lessee herein and to secure the performance of any of the provisions contained in this lease contract.

14. 1f Lessee shall fail or refuse to make the payment of any sum due by the provisions of this lease, either as rental or royalty on the produc-
tion, within thirty (30) days after same shall become due, or if the Lessee or his authorized agent shonld mzake any false report or false return
concerning production, royalty, or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith, as required herein, or if
the Lessee or his agent should refuse the proper authority access to the records and other data pertaining to the operations under the aforesaid Act,
or if the Lessee, or his authorized agent, should fail or refuse to give correct information to the proper authorities, or fail or refuse te furnish the
cuttings or cores of any well upon demand, or fail or refuse to furnish the log of any well within thirty (30) days after production is found in
paying quantities therein or the well is abandoned, or if any of the material terms of this lease shall be violated, this lease shall be subject to
forfeiture by the Board for Lease of University Lands by an order entered upon the minutes of the Board reciting the facts constituting the default
and declaring the forfeiture. The Board may, if it so determines, have suit instituted for forfeiture through the Attorney General of the State. Upon
proper showing by the Lessee, within thirty (30) days after the declaration of forfeiture, this lease may, at the discretion of the Board and upon
such terms as it may prescribe, be reinstated. In case of violations by the Lessee of the provisions of this lease, the remedy of the State by forfeiture
shall not be the exclusive remedy, but a suit for damages or specific performance, or both, may be instituted.

15. The assignment of the rights acquired under this lease shall be governed by the provisions of existing law providing that all rights acquired
may be assigned in quantities of not less than forty acres, unless there be less than forty acres remaining in any survey, in which case such lesser
area may be assigned. All assignments shall be filed in the county or counties in which the area is situated and a certified copy of the assignment
shall be filed in the General Land Office within one hundred {100} days after the date of the first acknowledgment thereof, accompanied by ten
cents (10¢) per acre transfer fee for the gross acres assigned and the required statutory filing fee of the General Land Office. If not so filed and

payments so made, the assignment shall be ineffective.

16. Al rights to any whole lease and to any assigned portion thereof may be relinquished to the State at any time by having an instrument of
relinquishment recorded in the county or counties in which the land is situated and a certified copy of the relinquishment filed in the General Land
Office, accompanied by a One Dollar ($1.00) relinquishment fee for each area relinquished and any additional statutory filing fee required by the
General Land Office. Such assignment or relinquishment shall not relieve the lease owner of any past due obligations theretofore accrued thereon,
or impair the Lessor’s lien herein provided for.

17. The covenants, conditions, and agreements contained herein shall extend to and be binding upon the heirs, executors, administrators,
successors, or assigns of the Lessee herein.

AD, 1988 ORIGINAL SIGNED
JERRY SADLER
JERRY SAPLER, Commissioner, General Land Office of Texas
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