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1. Yf7kze) g 244

1. Rule of Capture

- “The owner of a tract of land acquires title to the oil and gas which he produces
from wells drilled thereon, though it may be proved that part of such oil or gas
migrated from adjoining lands.” (Robert E. Hardwicke in The Rule of Capture and
its implications at Applied to Oil and Gas, 13 TEX. L. REV. 392, 393 (1935))

- WA 9

» 1 EXZRE o]%F3 ol / gasE AAEEEE HAHoRE MYS ] 2.
» Common law’d 15 EA| 9] AddAke] 7414 s EX|ol|A ol / gasE A4iksh= Al

- 9]
» Doctrine of Correlative Rights
(i) Right to be protected from negligent operations [Elliff v. Texon Drilling Co.,
146 Tex. 575 (1948) - blow out & A}#]

(ii) Stored gas
(iii ) Right to enjoin or seek damages for willful injury to reservoir

(iv) Duty to refrain from unlawful or wasteful production (well spacing -s°ll 3%+
A 2D

» Enhancedrecovery operations: &7 rule of captureQ] HE Hojd ZoZ Bl

2 =-(nuisance, trespass; Oklahoma=*, Arkansass*). %, drained party”} enhanced-

recovery program Frojol] &3k A3 A okS 74—roP°4 g=o] &3) program<

%9138 7 9ol &= nuisance T trespass M Y-S BHFdlA] FeviE AEE AL

(Railroad commission v. Manziel, 361 S.W.2d 560 (Tex. 1962)).

2. Non-Ownership and Ownership-in-Place Theories
- Non-ownership theory:
» Oklahoma, Louisianan, California, Wyoming -&
> AbdFAE AskAdol tidk dA A Alcorporeal) B E THAX
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- Ownership-in-place theory (absolute ownership theory)

=y

» Texas, New Mexico, Colorado, Kansas &
» AAAAE Aol ta AAH ALY F A,

- AFZFQ ZHoME Z FRAS VAR E oz oFE e
3. State Regulation

- Rule of capture®] #3l: overdrilling % overproduction©.2 <13} economic / physical
waste Ay

- g Ao, TexasT<2] 74-¢- well-spacing rules, prorationing rules, compulsory pooling
acts 7} =9 3.

0. A{7F2e @3 A

1. Mineral Interest

“Mineral deed” ol 9|3t EA] A~FHoZHE £ H, fee simple ownership.

Mineral interest owner= 4 f7F2~2 gA}, 7] 2 *3/*?—:} A+ dgE 2
= Geophysical trespassA 749

A4 MLsAY leaseE: FAE F 9L

LeaseE Ho& A9 =4 royalty, bonus 2 delay rentalsS & = S

2. Surface Interest
- Mineral interest7} ®2]® ©]|$9 EX AFAES 9H|d
3. Leasehold Interest (Working Interest / Operating Interest)

- LeaseE Ho wkE lessee”’} R sl HEl

- AR7t2E BAE IR 2 AL 5 e dYE Bty #4E ves BEE

- Fee simple determinable: (fee simple ownerships} ©2]) leaseAdl 2F =1 A3 Al
A5 F 5 (the possibility of reverter).

N

4. Royalty Interest

ogh

[e]

- 'IT
» Landowner’ s Royalty: lease A<k lessore] #&].

» Overriding Royalty: leaseAl ¢Fd lessee] d 2] =F-F carved out®l H&( “ORRI” ).
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» Non-participating Royalty: Mineral InterestZ FE] carved out® #z]( “NPRI” ).
LeaseE ¥-oJ&}7 1} bonusyt rentalsS FHT & ¢1e.

- Royalty owner+= RHE77} §l= §F, FA4kaHgross production)el] ok A1 &S XK

- Af7taE AL A g AN = Qe AEE BASHA] gom, vlEE ReekA] o

5. Production Payment

rr

- 9A Aabg(sum certain)g FHY £ J= A,

II. Oil and Gas Lease

1. Mineral Lease

- Standard lease formo] &A|38lA ow, nE A& “negotiable” 3t

- Lease= 11 Ed = EF3ta FEFA(transfer deed)oll A

- Lessees AHS ®HAL iR 2 A4 AR E 7FA| M, lessore royaltyE A F S
AgE 4.

2. Granting Clause

- Leasedl| o3&t Fo== el BHAL
- Leased substance ™ A]: coal-bed methane, helium, CO2 &
- Leased premises "HA|
» “Mother Hubbard” clause: 4&/FF2Jg 7|4l tinlgk coverall &%
Lessor Hfo] Q1Z/R4% EXE 347,
» Depth limitation
- Surface access / surface easement rights ™ A|
- Lessor7} €A% ddE FHR3E A9 £ D 9.
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<Form>
Lessor, in consideration of $ , receipt of which is hereby

acknowledged, in consideration of the royalties provided in this lease, and in consideration
of the agreement of Lessee contained in this lease, grants, leases, and lets exclusively
to Lessee for the purpose of investigating, exploring, prospecting, mining, and drilling
for and producing oil, gas, liquid hydrocarbons, and all associated substances, laying
pipelines, storing oil, building roads, tanks, power stations, telephone lines, and other
structures on and over and across all lands owned by Lessor adjacent or contiguous to
the leased land, to produce, save, take care of, treat, transport, and own the products,
and for the purpose of housing and otherwise caring for its employees, the following
described land in County, Texas: [insert
legal description of land].

In addition to the above described land, this lease applies to all land owned or claimed
by Lessor adjacent or contiguous to the above described land, whether it is the mentioned
survey or surveys or in adjacent surveys, although not included within the boundaries
of the land particularly described above. For the purpose of calculating rental payments
provided for in this lease, the land is estimated to comprise acres.

3. Habendum Clause

- Primary term: 43¢ 7|3t HA.
- Secondary term
» “for as long thereafter as oil or gas or other substances covered hereby are
produced in paying quantities from the leased premises or from lands pooled or
unitized therewith or otherwise maintained in effect pursuant to the provisions
hereof”
» Texase] ¢ ¢ 818 FF3HA Eole A F lease= A& FE5%E - marginal
welle] ¢ F9¢ 48 S+

- Production in Paying Quantities ( “PPQ” )
» Actual production (Texass= &) v. discovery (Oklahomas* &
» Lessee?] (royalty &-#] $) revenue”} operating costE Z3}3}+= 7 -9~ - pumping
cost, repairs, depreciation, severance taxes &< 3% ATk, drilling cost= 3Z 3%
A B
» Temporary Cessation Doctrine: marginal well®] 73

S QA Al Al Z=tho] 9)
7<%, “reasonably prudent operator” ]S =2 <33k,

rr
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<Form>

Subject to the other provisions of this agreement, this lease shall be for a term of
years from this date (called primary term in this lease), and as
long thereafter as oil or gas is produced from this land or land with which this land
is pooled.

4. Delay Rental Clause

- Lessee”} primary term &<t lesseeol| Al A7 H o2 AT FHE AFFOo=2H
lessee”} primary term &<F B-AFA (exploratory test wel)S Al S&lod of 3f= E-A| 2]

oRg BRalA % F YEE FE 23

“Unless” clause v. “Or” clause

» “Unless” clause: If operations for drilling are not commenced within one year
from the date of this lease, the lease shall terminate unless lessee pays delay
rentals of [ ] dollars to the lessor.”

= delay rentals V] Z| g Al, lease= A& T5H.

» “Or” clause: lessee7} AEE 7RAISEAY E==( “or” ) delay rentalss | F3t==
= delay rentals "] X FAl, lease= A5 FTEE A &1, lessores F4 ko] np&

4% forfeiture A5 /MAIE F 2

=

- B9 lease®] 7%, actual drilling= 87-8H#] &L AlFE 7} Al(commence) - A5+
b ARAor Adud A AY 5 - dke AL leases: AT T U5

<Form=>
["Unless” type provision]
If operations for the drilling of a well for oil or gas are not commenced on the land

on or before [time period, e.g., one year from the date of this
lease or [date]], this lease shall terminate as to both parties unless
the Lessee shall, on or before the last day of that period, pay or tender to Lessor the
sum of $ per acre for each acre of the land remaining subject
to this lease as delay rental deferring the commencement of drilling operations on the
land for an additional [number] month period. In like manner,

the commencement of drilling operations on the land may be further deferred for additional
[number] month periods by Lessee making or tendering a like
payment to Lessor on or before the last day of each such successive

[number] month period.
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[Drill or pay or forfeit]
Lessee agrees to commence operations for the drilling of a well on the leased premises
within months from this date or thereafter pay to Lessor, in
advance, a yearly rental of dollars; and if Lessee fails to either
commence operations or pay the rental, Lessor may declare this lease null and void on
written notice to Lessee.

5. Dry Hole Clause

primary term &<} rentale X F3le= 5o FYE

o
L

=] - =
2 3= %23},

Dry holeg A5 A%, &
3t leasew TRHA FE

<Form>
If, before discovery and production of oil, gas, or other hydrocarbons in paying quantities

on the above described land or on acreage pooled with the land, Lessee drills a dry hole
or holes on the land, this lease shall not terminate if Lessee commences additional drilling
or reworking operations or resumes the payment or tender of rentals on or before the
rental paying date next ensuing subsequent to the expiration of sixty (60) days from the
date of completion of a dry hole or cessation of production.

6. Operation Clause (Continuous Drilling Clause / Continuous Operations Clause)

il

- Primary term F& AlF el PPQ7} o] Fo A A &= ¢, €74 7IxF AL
drilling WA reworking 2] X1 =+= 52t lease’} TEHA FEF sl

b o

<Form>
If, at the the expiration of the primary term of this agreement, oil or gas is not being

produced on the land but Lessee is then engaged in drilling or reworking operations on
the land, or if after the expiration of the primary term production shall cease, this lease
shall nevertheless continue as long as the operations continue or additional operations
are being prosecuted. Additional operations shall be deemed permissible when not more
than 60 days have elapsed between abandonment of operations on one well and the
commencement of operations on another well. If oil or gas in paying quantities is then
discovered, this lease shall remain in force as long as oil or gas is being produced or
additional operations are being prosecuted.

196 [ 2013 oflXx| xtH Hx =2
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7. Shut-In Royalty Clause

- PPQ7} 715 3FA 7 available marketo] §lo} AJ4ko] o] Fox|A] k= %%(shut—in)
lessee”} lessorll Al shut-in royaltyg A5 2H4 lease’l TEF A &
Z3},

- ARG Tt Bl 284 pipeline FA.

- (delay rental?} v}zk7}A]2) shut-in royalty?] X5 o|F FelE FAHs= A=
7Hs ¢t

§

<Form>
While there is a gas well on this leasehold or on acreage pooled with it but gas is not

being used or sold, Lessee may pay as a royalty on or before
[e.g., 90 days after the date on which this well is shut in] a sum of
[e.g., $500 per year]. If this payment is made or tendered, this lease shall not terminate,
and it will be considered that gas is being produced from this lease in paying quantities.
Payments under this provision must be made in the manner specified in Paragraph
for the payment of delay rentals.

8. Cessation of Production Clause

- g Ygho] o] Foj oyt otk AR Aike] FHE g, 2748 713 Wl
7} drilling WA reworking 2 o] o] Fo] x4 lease”} %—EQ A REEF 3= =23
<Form>

If, after discovery and production of oil, gas, or any other hydrocarbon, production ceases
from any cause, other than those expressly set forth in paragraph
[force majeure clause], this lease shall not terminate if Lessee commences additional
drilling or reworking operations within sixty (60) days after production ceased or, if it
is within the primary term, commences or resumes the payment or tender of rentals or
commences operations for drilling or reworking on or before the rental paying date next
ensuing after the expiration of thirty (30) days from the date production ceased.

9. Pooling Clause

- Lesseed] thste] well-spacing ruleol] w2 drilling permitE ®7] ¢3¢ lease A&

2 A% EHY 5 U5 s AL Folse 23

- Pooling =& o] ¢l 4% lessee poold & A= ATo]

= 271 ©]39] leaseE FAISH] A= A4 A S-S sfoF 3
= THoF lessee”}t Y1 o) & poolingS 3 7, lesseer a9 lease K2 9] AJAreF 2B
th 3} royalty S lessoroll Al A F3to]ok &}
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- Pooling Z&°] = A%, 27] o]d9] leaseE FAI5H7] HslAet &A= pooled
unit 7F&H o= 1Fd A qE A|F/A4sIE H. 54, lessee= pooled unitol] A 2]
A akekol 3w #(surface acreage) Hl-& ol thgk royaltyﬁ lessorol| Al A|538HH .

- Pugh Clause: Lease H%]2] d X1t pooling ¥ 7%, pooling claused] = &3}
Um 2] 2R thaf A= poolinge] &Eo] MAEA] UEE = 2

<Form=>
Lessee, at [his or her or its] option, is given the right and power

to pool or combine the acreage covered by this lease, or any portion of this acreage,
as to oil or gas with any other land, lease, or leases in the immediate vicinity of this
lease to the extent stipulated in this lease, when in Lessee's judgment it is necessary
or advisable to do so in order properly to explore or to develop and operate the leased
premises in compliance with the spacing rules of the Railroad Commission of Texas or
other lawful authority, or when to do so would, in the judgment of lessee, promote the
conservation of oil and gas that may be produced from the premises.

Units pooled for oil under this lease shall not substantially exceed 160 acres each in
area, and units pooled for gas under this lease shall not substantially exceed 640 acres
each in area plus a tolerance of 10 percent of that acreage, provided that should

governmental authority having jurisdiction prescribe or permit the creation of units larger
than those specified, units thereafter created may conform substantially in size with those
larger units. Lessee under these provisions may pool or combine acreage covered by this
lease, or any portion of this acreage, as to oil or gas in any one or more strata.

The units formed by pooling as to any strata or stratum need not conform in size or
area with the unit or units into which the lease is pooled or combined as to any other
strata or stratum, and oil units need not conform as to area with gas units. The pooling
in one or more instances shall not exhaust the rights of Lessee to pool this lease or
portions of it into other units. Lessee shall file for record in the appropriate manner in
the county in which the leased land is located, an instrument describing and designating
the pooled acreage as a pooled unit. Lessee may exercise its pooling option after
commencing operations for or completing an oil or gas well on the leased premises, and
the pooled unit may include, but is not required to include, land or leases which a well
capable of producing oil or gas in paying quantities has previously been completed or
upon which operations for the drilling of a well for oil and gas have previously been
commenced.

Operations for drilling or for production of oil or gas from any part of the pooled unit
which includes all or a portion of the land covered by this lease, regardless of whether
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such operations for drilling were commenced or such production was secured before or
after the execution of this instrument or the instrument designating the pooled unit, shall
be considered as operations for drilling on or production of oil or gas from land covered
by this lease, whether or not the well or wells are located on the premises covered by
this lease, and the entire acreage constituting such unit or units, as to oil or gas, or either
of them as provided in this lease, shall be treated for all purposes, except the payment
of royalties on production from the pooled unit, as if the same were included in this
lease.

For the purpose of computing the royalties to which owners of royalties and payments
out of production shall be entitled on production of oil and or gas from the pooled unit,
there shall be allocated to the land covered by this lease and included in the unit, a
pro rata portion of the oil or gas produced from the pooled unit after deducting for that
used for operations on the pooled unit. This allocation shall be on an acreage basis i.e.,
there shall be allocated to the acreage covered by this lease and included in the pooled
unit that pro rata portion of the oil and or gas produced from the pooled unit which
the number of surface acres covered by this lease and included in the pooled unit bears
to the total number of surface acres included in the pooled unit. Royalties under this
lease shall be computed on the portion of this production, whether it be oil or gas, so
allocated to the land covered by this lease and included in the unit just as though this
production were from this land. The production from an oil well will be considered as
production from the lease or oil pooled unit from which it is producing and not as

production from a gas pooled unit and production from a gas well will be considered
as production from the lease or gas pooled unit from which it is producing and not as
production from an oil pooled unit.

10. Royalty Clause

- In kind / in cash &5 7}5. - B4, oil in kind2 #3}3 gas+ in cash® &g}

» “market value” , “market price” : (i) Texass - AA| Foj7}A3 F3Hs)H

’

] A QIZ AAE 71Eo 2 ol AVIAIS AAT Aol = nREA]
&), (i) Oklahoma=*, Louisianas*, Arkansass - (lessor¢} lesseeE cooperative

venture #AZ Hop AlFgdS 7IES T

» “proceeds” , “amount realized” : lessee’} AA|Z W FHS V|FOo0F T
)

Take-or-pay At#l ¢} #&, () TexasT - AAZ w& FHo] ofjgtal Ko} royalty
A Fo| 75 Bslx &L (i) Louisianas, Arkansass - take-or-payell wz} <=3

g =g thsi A = royalty A FoFE FHI

2013 ol 4X| At EHAH ==
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- Royalty 4H4
» Royalty interest+= &4 &AL 7 2 A4e] &S FEsHA &5 - 34 E7F
» A4k o]F o] H]&(post-production cost)= F3F:  cleaning, dehydration,

j

transportation, pipeline compression, severance taxes &

- (gt el fle 3D royalty WA H A lease’t Abs FREA S

<Form>
The royalties to be paid by Lessee on oil are [e.g., one-eighth] of

the oil produced and saved from the land. The oil is to be delivered at the wells or to
the credit of Lessor into the pipeline to which the wells may be connected. Lessee may
at any time purchase royalty oil in its possession, paying the market price for it that prevails
for the field where produced on the date of purchase.

The royalties to be paid by Lessee on gas, including casinghead gas or other gaseous
substances, produced from the land and sold or used off the premises or used on the premises
for the extraction of gasoline or other products, are the market value at the well of one-eighth
of the gas so sold or used, provided that for gas sold at the wells the royalty shall be
one-eighth of the amount realized from this sale.

11. Force Majeure Clause

- 213y =4,

<Form>
Should Lessee be prevented from complying with any express or implied covenant of this

lease, from conducting, drilling, or reworking operations on the premises or from producing
oil or gas from them by reason of scarcity of or inability to obtain or to use equipment
or material, or by operation of force majeure, any federal or state law or any order, rule,
or regulation of governmental authority, then while so prevented, Lessee's obligation to
comply with any of these covenants shall be suspended, and Lessee shall not be liable
in damages for failure to comply with them. This lease shall be extended so long as Lessee
is prevented by any such cause from conducting drilling or reworking operations on, or
from producing oil or gas from, the leased premises; and the time while Lessee is so
prevented shall not be counted against Lessee, notwithstanding anything to the contrary
in this lease.
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IV. Implied Covenants

” 71

1. “The Reasonably Prudent Operator

- AAA 71# (v. “fiduciary” , “the good faith operator” )

- Lessee”} reasonably prudent operator @ oh® FAF 243l A st oo & P&
st @tk Aol it lessor7b YE Y-S
= Z3l W7} lesseeol| Al profitable stk Ao 2] )
= A, A B AR BR8-S 2Iete 7RIS ASEHAl Rl 7 lesseecl Al

testZ $13F implied duty to drill& F3b5 A 42

2. Common Implied Covenants

- The covenant for reasonable development
» Oil WA gase] & 3 lessee= FElH oz /Nddd o771 &
» Ao T E operatorge] AlF/ AL A FE2E 4 o (Waseco Chemical
& Supply Co. v. Bayou State Oil Corp., 371 So.2d 305 (La.App.1979)).
» FE A FEY AFA G S leasedd] WAIFOEZHA FAIH ofF-F wiAT F U
(Gulf Production Co. v. Kishi, 203 S.W.2d 965 (Tex.Com.App.1937)).
» Best technologyE Ar&3ste] 3|+& Sthiststo] o

- The covenant to market
» Lessee= &4 713t 1H°ﬂ el A 7tde B o F5 FEh
» Gas well9] 74 ¢ FA4) =02 (=0 gas contract A2 2] #&7]3}, pipeline A% FA))
- Shut-in royalty A5 ﬁLX4 Tto 2 HjAE 4 gl
» () TexasT - “market value at the well” ol 2|3} royalty *| 5 A] implied covenant
to market& ¥iA| & & A& (i) OklahomaZ, Colorado3*, Arkansas3, KansasF
- o &3] x% 2=
3], Al Aol ik HAujA o Ha A+

Jlm

- The covenant to protect against drainage
» Drainage’} ¥t 3= 79 lesseer offset wellS A58 oFE Ros}
» Delay rental®] A5 TFATOZ AT 4 ¢l
» 971 (i) substantial drainage, (ii) probability of profit

- The covenant to further explore
» Lessee”} lease ¥-A W A] formation = w72z
= TexasF<¢} OklahomaF& R4 3}

il

2 AT 7T} QA
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V. Mineral estate £} surface estate

1. %¥7ke] A
- TexasE v &3 th49 F oA mineral estatex dominant estate ol &f 33}H,

surface estates= servient estateol 3l 3$Himplied easement).
7h2=o] &AL N F AARS 9fSte] FeEjA o s Fagh He WollA

- Lessee:= A+
surfaceE A7 o

S 2= [e)
Z o]8d F A5

2. Reasonable Accommodation Doctrine
- Lessee®] surface AF-89] lessore] 7] &A)3}= surface AF-&& 333HA it
(substantially interfere) T3k lease FA] Ulol| lessee?] ALE-& FFHA7]= tiQto]
A= A4, lessore] surface A8 F-83tofof 3t
3. 5y &)
2 712 AA

VI. Shale Gas &8 94

1. Lease A2/ EA] AZLH A3}
- Granting clause: depth limitation
Pugh clause (horizontal and vertical severance)
9] hydraulic fracturing 5+ = %)

- Pooling clause:
- Force majeure clause: Chesapeake At (45

2. Hydraulic Fracturing
- Coastal Oil & Gas Corp. v. Garza Energy Trust

» Garza”} Coastal2 “Jth = hydraulic fracturinge] (i) breach of implied covenant
to develop Garza’ s tract, (i) trespass (fracing®.2 <13+ drainage), (iii) breach

of implied covenant to protect against drainage, (iv) bad-faith pooling®ll 3l &glth+=

AR A4

P
=
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» Texas Supreme Court+= rule of captureel] w2} frackingel] W& drainages <3l =
AAsA] A=

= Garza+ (i) offset well A3, (i) lessee (Coasta)S 4t = implied covenant to
protect against drainage YWrg A2 @ A4, (i) pooling A<k, (v) forced
poolings &3 74| &S 4 AU

whA gk

i

» Trespassell | Fsl=A] oJFd HFAx= ¥
- [331] FPL Farming Ltd. V. Environmental Processing Systems, L.C.
» Wastewater injection trespass A}
» FPLS EPSE U2 3715 53 #4H ol wastewaterE FY3ste] FPL R
EA9] A5tE o]F5AIZl Aol physical trespassell 3l @d3tth= AFTE A A% EPS
+ Texas Commission on Environmental Quality (TCEQZ % &7}1&

53 ol
trespassol] i @stA] retha G

» Texas Supreme Court= T2 3715 W2 Ao 2 wAl EHLAS WA
 glga #AAE
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FJHLIC} British ColumbiaZ

I. 7§ }} British Columbias
1. Tenure

- &F# 2 Tenured| el
- BCF9 dd7t=Ad i FAFCrown)7E &/l AE.

- BCF A &F At AF 2 dA7t2A-d o tig tenure Al =+ Petroleum and
Natural Gas Act( “PNGA” )¢} Petroleum and Natural Gas Drilling Regulation( “ 4] 3=
47 )l wet FHEH U+
» BAEE ] & Hpermit): @A EAEHA FE.
» A|FH35|(drilling licence): A @ALES F2 3
» A4 lease

oBL

2l

2. Drilling Licence

> leaseZ & 7153

» Az FAPFaAE ot tale U AFEHAHe] FEsr] o Al A H 9
Ba7bsd& Brksked 71 sAu ol AlFH vk gle T-4(gas spacing
area)o| Al A 150mE Al S8k 72 AFE Ao ofF g

» B A Go| A A FHE 7t2A 9] dolol ue} leaseE ATE 5 = W3 A9
credits=7} 24 H.

3. Lease

- BAEES S7ekaL lease HAANA LA A WellA o] Hfu AA7b2akd
Aatel tie M Fosts L FES tenuredd.

- Leasew 7ty AlFHE e Ad =& AAYES T3t AST T+ U+
- Lease A|¥ oﬂuﬂx] E57F A3 AAVE2 79 AZMnatural gas spacing area

grid)2} "é‘ﬂﬁ o= dAsteof sy, leaseo] A olut FEjol] gt A2 A+
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(23)
PAID UP OIL AND GAS LEASE
PROD 88
THIS LEASE AGREEMENT is made as of the day of 20 between

as Lessor (whether one or more), and

, as Lessee. All printed portions of this lease were prepared by the
party hereinabove named as Lessee, but all other provisions (including the completion
of blank spaces) were prepared jointly by Lessor and Lessee.

Grant of Leased Premises. In consideration of a cash bonus in hand paid and
the covenants herein contained, Lessor hereby grants, leases and lets exclusively
to Lessee the following described land, hereinafter called leased premises (use
Exhibit “A” for long description):

in the County of , State of , containing
gross acres, more or less (including any interests therein
which Lessor may hereafter acquire by reversion, prescription or otherwise), for the
purpose of exploring for, developing, producing and marketing oil and gas, along
with all hydrocarbon and nonhydrocarbon substances produced in association
therewith (“Oil and Gas Substances”). The term “gas” as used herein includes helium,
carbon dioxide, gaseous sulfur compounds, methane produced from coal formations
and other commercial gases, as well as normal hydrocarbon gases. In addition to
the above-described land, this lease and the term “leased premises” also covers
accretions and any small strips or parcels of land now or hereafter owned by Lessor
which are contiguous or adjacent to the above-described land, and, in consideration
of the aforementioned cash bonus, Lessor agrees to execute at Lessee’s request
any additional or supplemental instruments for a more complete or accurate
description of the land so covered. For the purpose of determining the amount of
any payments based on acreage hereunder, the number of gross acres above
specified shall be deemed correct, whether actually more or less.

Ancillary Rights. The rights granted to Lessee hereunder shall include the right
of ingress and egress on the leased premises or lands pooled or unitized therewith,
along with such rights as may be reasonably necessary to conduct operations for
exploring, developing, producing and marketing Oil and Gas Substances, including
but not limited to geophysical operations, the drilling of wells, and the construction
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and use of roads, canals, pipelines, tanks, water wells, disposal wells, injection wells,
pits, electric and telephone lines, power stations, and other facilities deemed
necessary by Lessee to explore, discover, produce, store, treat and/or transport Oll
and Gas Substances and water produced from the leased premises or other lands
that share central facilities and are jointly operated with the leased premises for
gathering, treating, compression and water disposal. Lessee may use in such
operations, free of cost, any oil, gas, water and/or other substances produced on
the leased premises, except water from Lessor's wells or ponds. In exploring,
developing, producing or marketing from the leased premises or lands pooled or
unitized therewith, the ancillary rights granted herein shall apply (a) to the entire
leased premises, notwithstanding any partial release or other partial termination of
this lease; and (b) to any other lands in which Lessor now or hereafter has authority
to grant such rights in the vicinity of the leased premises or lands pooled or unitized
therewith. When requested by Lessor in writing, Lessee shall bury its pipelines below
ordinary plow depth on cultivated lands. No well shall be located less than 200 feet
from any house or barn now on the leased premises or other lands of Lessor used
by Lessee hereunder, without Lessor’'s consent, and Lessee shall pay for damage
caused by its operations to buildings and other improvements now on the leased
premises or such other lands, and to commercial timber and growing crops thereon.
Lessee shall have the right at any time to remove its fixtures, equipment and
materials, including well casing, from the leased premises or such other lands during
the term of this lease or within a reasonable time thereafter.

Term of Lease. This lease shall be in force for a primary term of _ years
from the date hereof, and for as long thereafter as oil or gas or other substances
covered hereby are produced in paying quantities from the leased premises or from
lands pooled or unitized therewith or this lease is otherwise maintained in effect
pursuant to the provisions hereof.

Operations. If Lessee drills a well which is incapable of producing in paying
guantities (hereinafter called “dry hole”) on the leased premises or lands pooled or
unitized therewith, or if all production (whether or not in paying quantities)
permanently ceases from any cause, including a revision of unit boundaries pursuant
to the provisions of this lease or the action of any governmental authority, then in
the event this lease is not otherwise being maintained in force it shall nevertheless
remain in force if Lessee commences further operations for reworking an existing
well or for drilling an additional well or for otherwise obtaining or restoring production
on the leased premises or lands pooled or unitized therewith within 90 days after
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completion of operations on such dry hole or within 90 days after such cessation
of all production. If after the primary term this lease is not otherwise being maintained
in force, but Lessee is then engaged in Operations, as defined below, this lease
shall remain in force so long as any one or more of such Operations are prosecuted
with no interruption of more than 90 consecutive days, and if any such Operations
result in the production of Oil and Gas Substances, as long thereafter as there is
production in paying quantities from the leased premises or lands pooled or unitized
therewith. After completion of a well capable of producing in paying quantities
hereunder, Lessee shall drill such additional wells on the leased premises or lands
pooled or unitized therewith as a reasonably prudent operator would drill under the
same or similar circumstances to (a) develop the leased premises as to reservoirs
then capable of producing in paying quantities on the leased premises or lands pooled
or unitized therewith, or (b) protect the leased premises from uncompensated
drainage by any well or wells located on other lands not pooled or unitized therewith.
There shall be no covenant to drill exploratory wells or any additional wells except
as expressly provided herein. As used herein, the term Operations shall mean any
activity conducted on or off the leased premises that is reasonably calculated to
obtain or restore production, including without limitation, (i) drilling or any act
preparatory to drilling (such as obtaining permits, surveying a drill site, staking a
drill site, building roads, clearing a drill site, or hauling equipment or supplies);
(i) reworking, plugging back, deepening, treating, stimulating, refitting, installing any
artificial lift or production-enhancement equipment or technique; (iii) constructing
facilities related to the production, treatment, transportation and marketing of
substances produced from the lease premises; (iv) contracting for marketing services
and sale of Oil and Gas Substances; and (v) construction of water disposal facilities
and the physical movement of water produced from the leased premises.

Shutin Royalty. If after the primary term one or more wells on the leased
premises or lands pooled or unitized therewith are capable of producing Oil and
Gas Substances in paying quantities, but such well or wells are either shut in or
production therefrom is not being sold by Lessee, such well or wells shall
nevertheless be deemed to be producing in paying quantities for the purpose of
maintaining this lease. If for a period of 90 consecutive days such well or wells are
shut in or production therefrom is not sold by Lessee, then Lessee shall pay an
aggregate shut-in royalty of one dollar per acre then covered by this lease. The
payment shall be made to Lessor on or before the first anniversary date of the lease
following the end of the 90day period and thereafter on or before each anniversary
while the well or wells are shut in or production therefrom is not being sold by Lessee;
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provided that if this lease is otherwise being maintained by operations under this
lease, or if production is being sold by Lessee from another well or wells on the
leased premises or lands pooled or unitized therewith, no shut-in royalty shall be
due until the first anniversary date of the lease following the end of the 90day period
after the end of the period next following the cessation of such operations or
production, as the case may be. Lessee’s failure to properly pay shutin royalty shall
render Lessee liable for the amount due, but shall not operate to terminate this lease.

Royalty Payment. For all Oil and Gas Substances that are physically produced
from the leased premises, or lands pooled, unitized or communitized therewith, and
sold, lessor shall receive as its royalty % of the sales proceeds actually
received by lessee or, if applicable, its affiliate, as a result of the first sale of the
affected production to an unaffiliated party, less this same percentage share of all
Post Production Costs and this same percentage share of all production, severance
and ad valorem taxes. As used in this provision, Post Production Costs shall mean
all costs actually incurred by lessee or its affiliate and all losses of produced volumes
whether by use as fuel, line loss, flaring, venting or otherwise from and after the
wellhead to the point of sale. These costs include without limitation, all costs of
gathering, marketing, compression, dehydration, transportation, removal of liquid or
gaseous substances or impurities from the affected production, and any other
treatment or processing required by the first unaffiliated party who purchases the
affected production. For royalty calculation purposes, lessee shall never be required
to adjust the sales proceeds to account for the purchaser's costs or charges
downstream of the point of sale.

Lessee or its affiliate shall have the right to construct, maintain and operate
any facilities providing some or all of the services identified as Post Production Costs.
If this occurs, the actual costs of such facilities shall be included in the Post
Production Costs as a per barrel or per mcf charge, as appropriate, calculated by
spreading the construction, maintenance and operating costs for such facilities over
the reasonably estimated total production volumes attributable to the well or wells
using such facilities.

If Lessee uses the Oil and Gas Substances (other than as fuel in connection
with the production and sale thereof) in lieu of receiving sale proceeds, the price
to be used under this provision shall be based upon arm's-length sale(s) to
unaffiliated parties for the applicable month that are obtainable, comparable in terms
of quality and quantity, and in closest proximity to the leased premises. Such
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comparable arm's-length sales price shall be less any Post Production Costs
applicable to the specific arms-length transaction that is utilized.

Pooling. Lessee shall have the right but not the obligation to pool all or any part
of the leased premises or interest therein with any other lands or interests, as to
any or all depths or zones, and as to any or all substances covered by this lease,
either before or after the commencement of drilling or production, whenever Lessee
deems it necessary or proper to do so in order to prudently develop or operate the
leased premises, whether or not similar pooling authority exists with respect to such
other lands or interests. The creation of a unit by such pooling shall be based on
the following criteria (hereinafter called “pooling criteria”): A unit for an oil well (other
than a horizontal completion) shall not exceed 40 acres plus a maximum acreage
tolerance of 10%, and for a gas well or a horizontal completion shall not exceed
640 acres plus a maximum acreage tolerance of 10%; provided that a larger unit
may be formed for an oil well or gas well or horizontal completion to conform to
any well spacing or density pattern that may be prescribed or permitted by any
governmental authority having jurisdiction to do so. For the purpose of the foregoing,
the terms “oil well” and “gas well” shall have the meanings prescribed by applicable
law or the appropriate governmental authority, or, if no definition is so prescribed,
“oil well” means a well with an initial gas-oil ratio of less than 100,000 cubic feet
per barrel and “gas well” means a well with an initial gas-oil ratio of 100,000 cubic
feet or more per barrel, based on a 24-hour production test conducted under normal
producing conditions using standard lease separator facilities or equivalent testing
equipment; and the term “horizontal completion” means a well in which the horizontal
component of the completion interval in the reservoir exceeds the vertical component
in such interval. In exercising its pooling rights hereunder, Lessee shall file of record
a written declaration describing the unit and stating the effective date of pooling.
Production, drilling or reworking operations anywhere on a unit which includes all
or any part of the leased premises shall be treated as if it were production, drilling
or reworking operations on the leased premises, except that the production on which
Lessor's royalty is calculated shall be that proportion of the total unit production which
the net acreage covered by this lease and included in the unit bears to the total
acreage in the unit, but only to the extent such proportion of unit production is sold
by Lessee. In the event a unit is formed hereunder before the unit well is drilled
and completed, so that the applicable pooling criteria are not yet known, the unit
shall be based on the pooling criteria Lessee expects in good faith to apply upon
completion of the well; provided that within a reasonable time after completion of
the well, the unit shall be revised if necessary to conform to the pooling criteria that
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actually exist. Pooling in one or more instances shall not exhaust Lessee’s pooling
rights hereunder, and Lessee shall have the recurring right but not the obligation
to revise any unit formed hereunder by expansion or contraction or both, either before
or after commencement of production, in order to conform to the well spacing or
density pattern prescribed or permitted by the governmental authority having
jurisdiction, or to conform to any productive acreage determination made by such
governmental authority. To revise a unit hereunder, Lessee shall file of record a
written declaration describing the revised unit and stating the effective date of
revision. To the extent any portion of the leased premises is included in or excluded
from the unit by virtue of such revision, the proportion of unit production on which
royalties are payable hereunder shall thereafter be adjusted accordingly.

Unitization. Lessee shall have the right but not the obligation to commit all or
any part of the leased premises or interest therein to one or more unit plans or
agreements for the cooperative development or operation of one or more oil and/or
gas reservoirs or portions thereof, if in lessee’s judgment such plan or agreement
will prevent waste and protect correlative rights, and if such plan or agreement is
approved by the federal, state or local governmental authority having jurisdiction.
When such a commitment is made, this lease shall be subject to the terms and
conditions of the unit plan or agreement, including any formula prescribed therein
for the allocation of production from a unit. Upon permanent cessation thereof,
Lessee may terminate the unit by filing of record a written declaration describing
the unit and stating the date of termination. Pooling hereunder shall not constitute
a cross-conveyance of interests.

Payment Reductions. If Lessor owns less than the full mineral estate in all or
any part of the leased premises, payment of royalties and shut-in royalties hereunder
shall be reduced as follows: royalties and shut-in royalties for any well on any part
of the leased premises or lands pooled therewith shall be reduced to the proportion
that Lessor’s interest in such part of the leased premises bears to the full mineral
estate in such part of the leased premises. To the extent any royalty or other payment
attributable to the mineral estate covered by this lease is payable to someone other
than Lessor, such royalty or other payment shall be deducted from the corresponding
amount otherwise payable to Lessor hereunder.

Ownership Changes. The interest of either Lessor or Lessee hereunder may be

assigned, devised or otherwise transferred in whole or in part, by area and/or by
depth or zone, and the rights and obligations of the parties hereunder shall extend
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to their respective heirs, devisees, executors, administrators, successors and assigns.
No change in Lessor's ownership shall have the effect of reducing the rights or
enlarging the obligations of Lessee hereunder, and no change in ownership shall
be binding on Lessee until 60 days after Lessee has been furnished the original
or duly authenticated copies of the documents establishing such change of ownership
to the satisfaction of Lessee or until Lessor has satisfied the notification requirements
contained in Lessee’s usual form of division order. In the event of the death of any
person entitled to shutin royalties hereunder, Lessee may pay or tender such shut-in
royalties to the credit of decedent or decedent’s estate. If at any time two or more
persons are entitled to shut-in royalties hereunder, Lessee may pay or tender such
shut-in royalties to such persons either jointly or separately in proportion to the interest
which each owns. If Lessee transfers its interest hereunder in whole or in part Lessee
shall be relieved of all obligations thereafter arising with respect to the transferred
interest, and failure of the transferee to satisfy such obligations with respect to the
transferred interest shall not affect the rights of Lessee with respect to any interest
not so transferred. If Lessee transfers a full or undivided interest in all or any portion
of the area covered by this lease, the obligation to pay or tender shut-in royalties
hereunder shall be divided between Lessee and the transferee in proportion to the
net acreage interest in this lease then held by each.

Release of Lease. Lessee may, at any time and from time to time, deliver to
Lessor or file of record a written release of this lease as to a full or undivided interest
in all or any portion of the area covered by this lease or any depths or zones
thereunder, and shall thereupon be relieved of all obligations thereafter arising with
respect to the interest so released. If Lessee releases less than all of the interest
or area covered hereby, Lessee’s obligation to pay or tender shut-in royalties shall
be proportionately reduced in accordance with the net acreage interest retained
hereunder.

Regulation and Delay. Lessee’s obligations under this lease, whether express
or implied, shall be subject to all applicable laws, rules, regulations and orders of
any governmental authority having jurisdiction, including restrictions on the drilling
and production of wells, and regulation of the price or transportation of oil, gas and
other substances covered hereby. When drilling, reworking, production or other
operations are prevented or delayed by such laws, rules, regulations or orders, or
by inability to obtain necessary permits, equipment, services, material, water,
electricity, fuel, access or easements, or by fire, flood, adverse weather conditions,
war, sabotage, rebellion, insurrection, riot, strike or labor disputes, or by inability to
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obtain a satisfactory market for production or failure of purchasers or carriers to take
or transport such production, or by any other cause not reasonably within Lessee’s
control, this lease shall not terminate because of such prevention or delay, and, at
Lessee’s option, the period of such prevention or delay shall be added to the term
hereof. Lessee shall not be liable for breach of any provisions or implied covenants
of this lease when drilling, production or other operations are so prevented or delayed.

Breach or Default. No litigation shall be initiated by Lessor for damages, forfeiture
or cancellation with respect to any breach or default by Lessee hereunder, for a
period of at least 90 days after Lessor has given Lessee written notice fully describing
the breach or default, and then only if Lessee fails to remedy the breach or default
within such period. In the event the matter is litigated and there is a final judicial
determination that a breach or default has occurred, this lease shall not be forfeited
or cancelled in whole or in part unless Lessee is given a reasonable time after said
judicial determination to remedy the breach or default and Lessee fails to do so.

Warranty of Title. Lessor hereby warrants and agrees to defend title conveyed
to Lessee hereunder, and agrees that Lessee at Lessee’s option may pay and
discharge any taxes, mortgages or liens existing, levied or assessed on or against
the leased premises. If Lessee exercises such option, Lessee shall be subrogated
to the rights of the party to whom payment is made, and, in addition to its other
rights, may reimburse itself out of any royalties or shut-in royalties otherwise payable
to Lessor hereunder. In the event Lessee is made aware of any claim inconsistent
with Lessor’s title, Lessee may suspend the payment of royalties and shut-in royalties
hereunder, without interest, until Lessee has been furnished satisfactory evidence
that such claim has been resolved.

Indemnity. Lessee will indemnify and hold Lessor, its officers, directors,
employees, agents, successors and assigns (hereafter collectively referred to as
“Indemnified Parties”) harmless from any and all claims, demands, suits, losses,
damages, and costs (including, without limitation, any attorney fees) incurred by the
Indemnified Parties which may be asserted against the Indemnified Parties by reason
of or which may arise out of or which may be related to Lessee’s activities on the
leased premises (including, without limitation, any claims by any owners or lessees
of minerals that Lessee’s operations hereunder are either illegal, unauthorized, or
constitute an improper interference with their rights).
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Other Provisions. Additional terms of this Lease are set forth on Exhibit A attached
hereto and incorporated herein by reference.

IN WITNESS WHEREOF, this lease is executed to be effective as of the date first
written above, but upon execution shall be binding on the signatory and the
signatory’s heirs, devisees, executors, administrators, successors and assigns,
whether or not this lease has been executed by all parties hereinabove named as

Lessor.
WITNESSES AND/OR ATTESTATIONS: LESSOR (WHETHER ONE OR MORE)  SS NO. OR TAX ID
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INDIVIDUAL
ACKNOWLEDGEMENTS (For use in all states)
STATE OF
) SS.
County of )
On this day of , 20 , before me, the undersigned

Notary Public in and for said county and state, personally appeared

known to me to be the person or persons whose names are
subscribed to the foregoing instrument, and acknowledged that the same was executed and
delivered as their free and voluntary act for the purposes therein set forth. In witness whereof
I hereunto set my hand and official seal as of the date hereinabove stated.

INDIVIDUAL
(For use in all states)

My Commission Expires

Notary Public

STATE OF )
) SS.
County of )
On this day of , 20 , before me, the undersigned

Notary Public in and for said county and state, personally appeared

known to me to be the person or persons whose names are
subscribed to the foregoing instrument, and acknowledged that the same was executed and
delivered as their free and voluntary act for the purposes therein set forth. In witness whereof
| hereunto set my hand and official seal as of the date hereinabove stated.

My Commission Expires

Notary Public
RECORDING INFORMATION

STATE OF )
) SS.
County of )
This instrument was filed for record on the  day of ,20 ,at  o'clock
__ M., and duly recorded in Book, Page ~ , of the
records of this office.

By

Clerk (or Deputy)
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