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~03t1 
OIL AND GAS LEASE 

nus AGREEMENT is made llld cnl=d ln!O lhis 1st day of January 19~ between the State of Texas, acting by and tluough its 
agenl Irene Cupples, a married woman dealing'"li,her sole and separate property, and Irene Cupples, Independent 
Executrix of the Estate of Joe T. Rounsaville, dec 1 dof P. O. Box 1861, Pecos, Texas 79772 
-----------------------,::,---;:-----,-.,.,.--,------------------~'Said agent 

(Give Permanent Address) 
herein referred to u the owner of the soil (whether one or more), and, _ _:C:.:lc.:a:.,y~J:.::o::.h::.n:.::•:.::o::.nc_ _______________ _ 

~~..,,,..--,-.....----,-~..,,.-..,.,-----,"""--:-..,..,c:--,--::~~.,,.,-~,--~~~~~~~~~~~~~~~~~~~~~~~~~or 
310 West Texas Suite 808 Midland Texas 79701 

(Give Permanent Address) 
herein.aft.er called Lessee. 

I. GRANTING CLAUSE. For ond In coosidcration of the omounts stakd below llld of 1he covenants ond 1g1<Cmcnts IO be paid. kepi ond performed by 
l..essce under lhis lease, !he State ofTeus ..:ting by llld through lhc owner of the soil, hcn:by gronts, leases ond lets unlO Lessee, for 1he sole ond only pwposc of 
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations. telephone Jines and other structures 
thereon, to produce, save, take care of, treat and transpon said products of the lease, the following lands situated in Culberson County, State 

ofTexu, to-wit: 
Block 105 1 Public School Land Survey 
Section 5: All 
Section 8: All 
Section 17: All 
Section 18: All 
Section 19: All 

Refer to Exhibit "A", attached hereto and made a part hereoft for additional lease provisions. 
containing 3 1 200 acres. more or less. The bonus consideration paid for this lease is u follows: 

••• • • • • •• 
•••• • • • ••• 
• 

••• • • • •••• 
• 

Tolhcowncrofthesoil: Sixteen Thousand and no/100 1 s 
Dollan (S 1 , .oo I 

Totalbonusconsideration: . .,,;.T.;.h;.:i.;.r,;t"-y-·.:t".::o:...T:.:h.::o:.:u:.:s:.:•:.:n:.:d:....:•.::nc.:d:....cnc:o::./..:1.:0.:0_'.::• _____________________ _ 

Dollan (S,....::32:c,~::'..:.~----.JI 

The 10.1.TMN&S consideration paid represents a bonus of,...,,..,.;,l•:.n:;,,:•:::nc::d::....:n:.:oc,l.:1c,0:.::0c..'..:•c__....,. _____ ~=~----------
• Dollars(S,.!1"0.!:.0:::0e_ ______ _JI pcracre,on 3,200 ncllcrcs . 

• • : • • 2: TERM. Subject to the other provisions in this lease. this lease shall be for a 1erm of ff ve ( 5) years 6-om this date 
(herein called •primary term•) and as long thereafter as oil and gas. or either of them. is produced in paying quantities from said land. 
A3 used in this lease. the term •produced in paying quantities• means that the receipts from the sale or other authorized commercial use of the substance(s) covered 
exceed out or podtc:< opcntional expenses for 1he six months las! past. 

3. DELAY R.ENTALS. If no well is c:ommenced on the leased premises on or before one (I) year from this date, this lease shall terminate, unless 
lpay ,tsn to.t,heownerof soilol,tohiscreditin 

c ~ - -u ~~ 
It or its successors (which shall continue as the depository regardless of changes in the ownership of 
Aid land), 1he omoun specified below; In odditioo, Lessee shall pay or lender IO 1he COMMISSIONER OF 11iE GENERAL LAND OFFICE OF 11iE STA TE OF 
TEXAS, AT AUSTIN. TEXAS, a like sum on or before said date. Payments under this paragraph shall operate 11.1 a rental and shall cover the privilege of dcfening 
the commencement of a well for one (I) year from said date. Payments under this paragraph shall be in the following amounts: 

Totheowncroflhesoil: One Thousand Six Hundred and no/100 1 s 

Dollars (S...:1:2,.::6::::0::;::::...~---~------~-~-J 
To the State of Texas: One Thousand Six Hundred and no/100' s 

Dollar>($ 1, , 0 
Total RenW: Three Thousand Two Hundred and no/100' s 

Dollars($ 3 1200.00 

In a like manner and upon like payments or tenders annually, the comrncnccmcnl of I well may be further ~fcrred for successive periods of one (I) year each during 
the primary term. All payments or tenders of rental to the owner oflhe soil may be made by check or sight draft of Lessee, or any assignee of this lease, and may be 
delivered on or before the rental paying date. If the bank designated in this paragnph (or its successor bank) should cease to cxisl suspend business. liquidate. fail or 
be succeeded by another bank, or for any rczon fail or refuse IO accept rental, Lessee shall not be held in dcf1Ult for failure to make such payments or tenders of 
rental until thirty (30) days after the owner of the soil shall deliver to Lcsscc a proper recordable instrument naming another bank as agent to receive such payments 

or tenders. 



- ·' . . 
4. PRODUCTION ROYALTIES. Upon produclion of oil and/or gas, Lessee agrees lo pay or cause to be paid onc·half(tn) of the royalty 

-.provided for in this lease to the Commissioner of the GcncraJ Land Office of the State of Texas, al Austin, Tcxa.s, and one-half (112) of such royalty to the owner of 
the soil: 

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

5/32 part of the gross production or the market value thcreoC at the option of the owner of the soil or the Commissioner of the 
Ocnenl Land Office, such value to be determined by I) 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 where produced and when run, or 2) the highest marlcct price thereof offered or paid in the 
general area where produced and when run., or 3) the gross proceeds of the sale thereof. whichever is the greater. Lessee agrees that before any gas produced from the 
kascd premises is sold, used or processed in a plant, it will be run free of cost to the royalty ownen through an adequate oil and gas separator of conventional type, or 
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recovered. The requirement that such gas be run 
through a scpantor or other equipment mny be waived in writing by the roynlty owners upon such terms and conditions as they prescribe. 

(B) NON PROCESSED OAS. Royalty on any gas (including Oan:d gas), which is defined as &II hydrocarbons and gaseous substances nol defined 
es oil in subpangraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of 
gasoline. liquid hydrocarbons or other products) shall be 5/32 part of the gross production or the market value thereof: at the option of the 
owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in 
the general area where produced and when run, or the gross price pnid or offered to the producer, whichever is the greater; provided that the maximum pressure base 
In measuring the gas under this lease shall not at any time exceed I 4.6S pounds per square inch absolute, and the standard bmc temperature shall be sixty (60) 
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for spee-ific gravity according to tests made by the Balance Method or by the 
most appro~ed method oflesting being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be 5/32 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof: at the option of the 
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (I 008/e) of the total plant 
production of residue gas attributable to gas produced from this lea.sc, and on fifty percent (SO-!.), or that percent accruing to Lessee, whichever is the greater, of the 
total plant production of liquid hydrocarbons attributable to the gas produced from this lea.sc; provided that if liquid hydrocarbons are recovered from gas processed 
in• plant in which Lessee (or its parent. subsidiary or affiliate) owns an interest. then the percentage applicable to liquid hydrocarbons shall be fifty percent (SO-I.) or 
the highest percent acauing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third 
party, the highest perc:cnt then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas 
and on liquid hydrocarbons shall be determined by I) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the 
general area, or 2) the gross price paid or offered for such residue gas (or the weighted aver.gc gross selling price for the respective grades of liquid hydrocarbons), 
whichever is the greater. In no event. however, shall the royalties paynble under this paragraph be less than the royalties which would have been due had the gas not 

been P'F.fd. 
• • • • •ct>) OTIIER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufncnucd from gas (excepting liquid hydrocarbons) 

whcthU Uc! ,:as be •CMinghead., • •dry,• or any olhcr gas, by fractionating. burning or any other processing shall be 5/32 part of the 
gross pMducflon of such products, or the market value thereof. at the option of the owner of the soil or the Commissioner of the General Land Office, such market 
value to !.c determined as follows: I) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the 
basis Z,f ait"ycnge gross sale price of each product for the same month in which such products an: produced; whichever is the greater . 

•••• 
~.• MINIMUM ROY AL 1Y. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties .... ,~ . . . . 

paid ulfder this lease 1n no event shall be less than an amount equal to the total aMual delay rental herein provided; otherwise, there shall be due and payable on or 
before the last day of the month succe.cding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the 
~!n..R: ymr. If Paragraph 3 of this lea.sc docs not specify a delay rental amount. then for the purposes of this paragraph, the delay rental amount shall be one 
doll; f.Sl~M per acre. 

6. ROY AL 1Y IN KIND. Notwithstanding any other provision in this lease, at any time or &om time to time,. the owner of the soil or the Commissioner 
of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any royalties 
acauing to such royalty owner under this lea.sc be made in kind. The owner of the soil's or the Commissioner of the Genen.l Land Office's right lO take iU royalty in 
kind shall not diminish or negate the owner of the soil's or the Commissioner of the Genen.l Land Office's rights or Lcsscc's obligations, whether express or implied, 
under this lease. 

7. NO DEDUCTIONS. Lessee agrees thlll all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of 
producing, gathering. storing, separating, treating, dehydrating. compressing. processing, transporting, and otherwise making the oil, gas and other products 
hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements for severance taxes and 
production rclaled costs. 

8. PLANf FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to 
process gas produced hereunder in any processing planL Notwithstanding any other provision of this lease, and subject to the written consent of the owner of the soil 
and the Commissioner of the Genera.I Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for injection inlo any oil or gas producing 
fonnation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; no royalties shall be payable on the recycled gas 
until it is produced and sold or used by Lessee in• manner which entitles the royaJty ownen to a royalty under this lea.sc. 

9. ROY ALTY PAYMENTS AND REPORTS. All royallies not taken in kind shall be paid 10 the Commissioner of the General Land Office at Austin, 
Tc:xns, in the following manner. 

p1ymenl of royalty on production of oil and gns shall be u provided in the rules set forth in the Texas Register. Rules C-Umntly provide that royalty on oil is due 
and must be received in the General Land Office on or before the Sth day of the second month succeeding the month of production. and royalty on gas is due and 
must be received ln the Genera.I Land Office on or before the I Sth day of the second month succeeding the month of production, accompanied by the affidavit of the 
owner, manager or olhcr authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposition of 
all oil and gas produced and the market vllue of the oil and gas, together with a copy of all documents, records or reports confirming the gross production, disposition 



- .. 

.,d mnet value Including ps merer t<adings, pipeline ,-1pcs, ps lille ,-ipis ond other cheda or memoranda of lfflOUIII produced ond put Into pipelines, llnks, 
• or pools llld ps lines or ps ""'- ond .,Yother reports or n,con1s "'11ch the Cleneral Lind Office may n,quito to Y<rify the gross produclion, disposition ond 

auirtet Yllue. In Ill.-. the authority of• IIWIOg<I' or ogent to IICt fur the Lessee hemn IIRISt be filed In the Ocnenl Lind Office. Each royllty poyment shlll be 
oecompaaied by odicct stub, schedule, IIUIMWY or othermnil!Bnce lldriee showing by the osslgned Ocnenl Lind Office 1eo,e nmnberthe llrftOIJllt of royllty being 
plld on eoch leose. lfLessec pays bis royllty on or before thirty (30) d1yufter the royllty poyment wa clue, then Lessee owes I penllty of 5% on the royllty or · 
$2.5.00, whlcheYcr Is greata. A royllty pl)'IIICIII which Is over thirty (30) days 101c shlll occrue • penllty of 10% of the royllty due or $2.5.00 whichever is greata. 
In llddition to I penllty, royllties shall llCCnle Interest 11 o nte of 12% per yeor; such Interest will begin ocauing when the royllty is sixty (60) days OYerdue. 
Affidaylts ond supporting documents which ore DOI filed wbea due shlll incur O pemlty in on IIIIOU!lt let by the Cleneral Lind Offke lldminis1Jl1ive rule which Is 
cffecmc on the dl1e when the oflidmts or supporting documents were due. The Lessec shill beor Ill rosponslbility fur paying or cousing royllties to be plld ., 
prescribed by the due dl1e pnmded herein. Pl)'IIICIII of the delinquency penllty shlll In no ""Y operate to prohibit the State's right offorfeiture., pnmded by law 
nor IICI to postpone the date on which royllties...,. orlglnllly due. The ll>ove pemlty provisioos shlll not opply in cases of title dispute., to the State's portion of 
the royllty or to !hit portion of the royllty in dispute as to fair marll:et Yllue. 

10. (A) RESERVES, CONTRACTS AND 011IER RECORDS. Lessee shlll onnullly furnish the Commissioner of the Genenl Land Office with 
Its best possible estimlk of oil m,d &IS rac:rvcs underlying this leose or lllocoble to this lease ond shlll furnish uld Commissioner with copies or Ill contracts under 
which gas is ,old or processed ond 111 subsequeot lgrcemenls ond 1111endments to such contracts within thirty (30) days ofter entering Into or malcing such eonlrl<:IS, 
ogr=nents or lllllelldments. SUch con1nlCtS m,d agreements when ,-lved by the Ocnenl Land Office shill be held In confidence by the Ocnenl Lond Office unlcs, 
otherwise outhorlzed by Lessee. All other oontracts ond records petUlnlng to the produclion, tnnspol1lllon, sole .,d mmetlng of the oll ond gas produced on said 
premises, including the boob ond oecounts, receipts ond discharges of Ill wells. llnks, pools, meters, ond pipelines shlll 11111 times be subject to Inspection ond 
cumln111on by the Commissioner of the Ocnenl Land Office, the Attorney Geoerll, the Clovcmor, or the rq,resenll1rle or ony of them. 

(B) PERMITS, DRlllJNO RECORDS. Writtta notice oflll opentlon.s on this leose shlll be submitt<d to the Commlssloneroflhc Genenl 
Lond Office by Lessee or operl1or live (S) days before spud dl1e, ....tOYer, re-ent,y, ~ ll>ondonment or plug ond ll>ondonment of ony ""II or wells. Such 
wnuen notice to the Generll Land Office shall include copies ofRailrood Commission forms for 1pplieotion to drlU. Copies of well !<SIS, completion reports ond 
plugging reports shlll be supplied to the Ocncra1 Lond Office 11 the time they ore filed with the Texas R.ailrood Commission. All opplieotions, pennilS, reports or 
other filings !hit rofen:ncc this lease or 111y specific ""II on the leased premises ond !hit ore submitted to the Teus Railroad Commission or ony other gOYeffllllCfltal 
ogency shill include the word •s111e• In the tide. Additionllly, In IICCXJrdonce with Railrood Commission rules, ony slgmgc on the leased premises for the putJ>OSe of 
ldentifyio& ...US, tonk blltaics or other IISSOCil1ed improY<fflCIIIS IO the 1ooc1 must ,wo include the word "S111e.• Lessee shlll supply the Geaenl Land Office with 
ony reconls, memon11da, IICCOUIIIS, reports, cuttings ond cores, or other infonnotion re111ive ID the opentioo of the llbove-described premises, which may be 
requested by the Gencnl Lind Office, la odditlon IO those heroin expressly pnmded for. Lessec shill have on electrieol ond/or rodioactivlty IIUrVey mode oo the 
-....olc-on, lrom the base of the surfaec cosing to the total clepdl of""I~ of Ill wells clrilled on the ll>ove clesaibed premises md shill trmsmlt • tn,e copy of 
the log of coch survey oo coch well ID the Ocnenl Lond Office within - (15) days ofter the mwng of uld ,un,ey. 

(q PENALTIES. Lessec shlll ineur • penllty whenever reports, cloaJmems or other ml1erllls .,. aot filed In the Ocnenl Lind Offi<>e when 
due. The pemlty fur IOlc liling shlll be IC! by the Ocnenl Land Office ldminls!nllve rule which is effeetiYe on the dl1e when the materials were due In the Ocnenl 
Land Ofll,!~ • 

• •• 
• • • :t,0 DRY HOLE/CESSATION OF PRODUCilON DURING PRIMARY TERM. If, during the primary tmn hereof ond prior to discovery 111d production 

of oll ol fas dh uld lond, Lessee should clrill • dry hole or holes thereon, or If during the primary tmn bercof ond ofter the discoYery ond IICtUII production of oil or 
p, liom- leased ......,.... such production thereof should ceose from IDY c:ouse, this lease shall not lernlinale If on or before the cxplrl1ion or sixty (60) days from 
dale <f 'll"'l>Leti<>" of uld dry hole or cessation of production Lessee eommenccs lldditionll clrilling orrewortdng opcntioos thereon, or pays ortenden the next 
.,. ... *1"7 reota! In the...,. mooacr os ptOYlded In this lease. u; during the 1111 yeor of the primary 1mn or within sixty (60) days prior theroto, • dry hole be 
compl<!ed OM ll>ondoned, or the production of oil or gos should ceose for ony c:ouse, Lessee~ rights shill remain In lull furec ond effect - lilrther opentlon.s 
until il. ~pinllon of the primary tam; ond lfLessec has not rosumed production in poylng quantities 11 the expintion of the primary term, Lessec may molnta!n this 
lusc by-,ducting odditionll clrilling or reworking opentions punuant to P1r1gBph 13, using the expir.iion of the primary 1mn os the dl1e of cess11ion of 
production .-hngnpb 13. Should the first well or ony 1Ubsequent well clrilled on the ll>OYe descnoed lond be completed os • shut-ln oil or gm well within the 
prlmuy ~f, Lessee may rosumc: pl)'IIICIII of the onnull reota! in the ame manner os pnmded heroin on or before the reota! poying dl1e following the 
c:xpintloo of sixty (60) days liom the dale of completion of such shut-In oil or gas well md upon the failun: ID malce such poymcn~ this lease shill Ipso facto 
1enninl1e. lf•the explntionofthe primay tormorony time thereofteruhut-ln oil orgas-11 is locoled on the leased premises, poymcnlS may be mode la 
occordonce with the shut-in ptOYisiom beroof. 

12. DRlllJNO AND REWORICINO AT EXPIRATION OF PRIMARY TERM. If, 11 the expirltion of the prinwy tmn, neither oil nor gas is being 
produced on sold lond, but Lessee Is then engaged In drilling or reworking opentions thereon, this leose shill romain In furec ID long IS opentions on said ...,11 or for 
drilling or re....tlng of ony lldditionol well .,. prosearted in good faith ond in workmonlilce monner without intcnuptlons totaling moro !hon sixty (60) days during 
ony one such _.;on. ..t if Ibey rault in the productioa of oil llld/or ps, ID loog theroofter os oil ond/or gas is produced In poylng quantities from nid lmd, or 
poymcnt of shut-in oil or gos well ,oyllties or compensatory royllties is mode u pnmded In this lease. 

13. CESSATION, DRIUJNO, AND REWORKING. II; after the explntion of the primary lffln, production of oil or g11 from the leased promises, ofter 
once obtained, should case liom ony c:ouse, this lease shlll not taminatc If Lessec oommcnces odditionll clrilllng or n:worldng opentions within sixty (60) days 
after such cessl1ion, md this leose shall romain In full furec md effect for so loog IS such opentions continue In good faith ond In worbnanlike 11111111er without 
lnttnuptions totaling more dwl sixty (60) days. If such drilling or reworking opentions rosult In the production of oil or gas, the lease shlll romain In lull furec md 
effect for so long IS oil or gos Is produced from the leased promises in Pl)'ing quantities or poyment of shut-in oil or gm well roylltics or poyment of compensatory 
roylldes is made IS provided herein or os provided by low. If the drilling or n:wortdng opentions result In the completion oh ,..II IS• dry hole, the lease will not 
tmnin11e if the Lessee commences oddidonal drilling or reworking opemions within sixty (60) days after the completion of the well IS I dry hole, ond this leue 
shall remain in effect ID loog a Lessec c:ootloues drilling or ......ting opentlons In good faith ond In • womnonlilce monner without lntemJptions totaling more 
than sixty (60) days. Lessee shlll give wriuen notice to the Genenl Land Offke within thirty (30) days of ony CCSlllion of production. 

14. SH\TT-OI ROYALTIES. For putp<>SeS of this plrlgBph, "well" meons ony well that has been 1SSlgned • well nwnber by the SUlte ogency hovlng 
jurisdietion OYer the production of oil llld gos. If, 11 ony time after the explntion of the primary tmn of• leosc thl1, until being shut In, was being maintained In 
force ..t effect, • well eopable of producing oU or ga in poying quontitics is loelted on the leased premises, but oil or ga is not being produced for lldc of 1Ultll>le 
production facilities or lack of o sultll>le nwlce~ then Lessee moy p,y os • shut~n oil or gu royllty on mnount equll to double the onnull rental provided In the 
lease, but not less !hon S 1,200 • yeor for ueh well c:opoble or producing oil or gu in poylng quontities. If PlrlgBph 3 of this leue does not specify I del1y rental 

· lfflOUII~ then for the putJ>OSeS of this p1ngroph, the del,y rental IIIIIOUl!t shall be one clollor (Sl.00) per ocn:. To be elfeetive, eoch lnitill shut-in oil or gas royllty 



- .·· 

must be paid on or before: (1) the expiration of the primary term. (2) 60 days after the Lessee ceases to produce oil or gas tiom the lea.scd premises, or (J) 60 days 
after Lessee completes a drilling or reworking operation in accordance with the lca.sc provisions; whichever date is latest. Such payment shall be made one-half ( In.) 
to the Commissioner of the General Land Office and one-half (112) to the owner of the soil. If the shut-in oil or gas royalty is paid. the lease shall be considered to be 
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term. or from the first day of the month 
following the month in which production ceased. and. after that,. if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the 
lease for four more successive periods of one (I) year by paying the same amount each year on or before the expiration of each shut-in year. 

IS. COMPENSATORY ROYALTIES. u: during the period the lease is kept in effect by payment of the shul·in oil or gas royalty, oil or gas is sold and 
delivered in paying quantities tiom a well located within one thomand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any 
case in which drainage is oc:cuning, the right to continue to maintain the lc&K by paying the shul·in oil or gas royalty shall ccaK, but the lea.sc shall remain effective 
for the remainder or the year for which the royalty bas been paid. The Lessee may maintain the lease for four more successive years by Lcsscc paying compensatory 
royalty at the royalty rate provided in the lease of the market value of production tiom the well causing the drainage or which is completed in the same producing 
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (In.) to the Commissioner of the 
General Land Office and one-half (1/2) to the owner of the soil, bcgiMing on or before the last day or the month following the month in which lhe oil or gas is 
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, l..csscc shaU pay an amount equal to the 
diffcn::ncc within thirty (30) days from the end of the 12-month period. Compensatory roya.lty payments which arc not timely paid will accrue penalty and interest in 
accordance with Paragraph 9 of this lea.sc. None of these provisions will relieve Lessee of the obligation of n::asonable development nor the obligation IO drill offset 
wells as provided in Texas Natural Resources Code S2.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or 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 thereon. 

(A) VERTICAL In the event this lease is in force and effect two (2) yean after the expiration date of the primary or extended ttnn it shall then ttnninate 
as to all of the leased premises, EXCEPT (I) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well 
capable of producing in paying quantities (including a shul-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in 
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.1 SI· 
52.1 SJ, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules 
and regulations of the Railroad Commission of Texas, or any suc:cessor agency, or other governmental authority having jurisdiction. If at any time after the effective 
date of the partial tennination provisions hereof. the applicable field rules arc changed or the well or wells located thereon arc reclassified so that less acreage is 
thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for 
production pwposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby. Lessee shall nevertheless continue to have the right of 
ingress 10 and egress from the lands still subject to this lease for all purposes described in P,ngnph 1 hereof. together with casements and rights-<>f·way for existing 
roadi,~'4g pipelines and other existing facilities on, over and across all the lands desaibcd in Paragraph 1 hereof ("the retained lands•), for access to and from the 

intd IMl.ds and for the gathering or transportation of oil, gas and other minerals produced tiom the retained lands . 

. ·c.· 
ttrmina1e: as to all dep o de th drilled (hereinafter •deeper dcpths1 in each well located aragraph 16 (A) 
abo"C, unless on or before two (2) years after the primary or exten e alf (112) of the bonus originally pajd as 

• 
• (S:') IOENTIFICA TION AND FJUNG. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the fonn of a square with 

the '4ft T~ted in lhe center thcrco~ or such other shape as may be 11pproved by the Commissioner of the General Land Office. Within thirty (30) days after partial 
tcnnination of this lease as provided herein, Lessee shall execute and n::cord a n::lea.sc or releases containing a satisfactory legal desaiption of the acreage and/or 
depths not retained hereunder. The recorded release. or a certified copy of same. shall be filed in the General Land Office, accompanied by the filing fee prescribed 
by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or n::leascs within ninety (90) 
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage M4te,. 

~o be released hereunder and record suc:h insuument at Lessee's expense in the county or counties where the lease is located and in the official records of the 
General Land Office and such designation shall be binding upon Lessee for all purposes. 

17. OFFSET WEUS. Neither the bonus. delay rentals, nor royalties paid. or to be paid. under this lease shall n::lieve Lessee of his obligation to protect 
the oil and gas under the above-described land from being drained. Lessee, sublcsscc, receiver or other agent in control of the leased premises shall drill as many 
wells as the facts may justify and shall use appropriate means and drill lO I depth necessary lO prevent undue drainage of oil and gas from the leased premises. In 
addition, if oil and/or gas should be produced in commercial quanlities wilhin 1.000 feet of the leased premises. or in any case where the leased pn::miscs ls being 
drained by production of oil or gas, the Lessee, sublesscc, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or 
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing 
in commercial quanlilies and shall prosecute such drilling with diligence. Failun:: to satisfy the statutory offset obligation may subject this lease and the owner of the 
soil's agency rights to forfcilurc. Only upon the detennination of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying wilh any express or implied covenant of this lease, from 
conducting drilling operations on the leased premises. or &om producing oil or gas tiom the leased premises by reason of war, rebellion, riots, strikes, acts of God, or 
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee 
shall not be liable for damages for failure 10 comply with such covenants; additionally, this lease shaJI be extended while Lcsscc is prevented, by any such cause, 
from conducting drilling and reworking operations or tiom producing oil or gas from the leased premises. However, nothing in this para.graph shall suspend the 
payment of delay rentals in order to maintain this lease in effect during the primary ttnn in the absence of such drilling or reworking opcntions or production of oil 
or gas. 



19. W AR.RANTY CLAUSE. The owner of the soil wamnts and agrees to defend title to the leased premises. If the owner of the soil defaults in 
payments owed on the leMed premises, then lessee may redeem the rights of the owner of the soil in the leased premises by paying any mongage, taxes or other liens 
on the leased premises. If Lessee makes payments on behalf or the owner of the soil under this paragraph, Lessee may recover the cost or these payments from the 
rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
described land. whether or not Lessee's inttrcst is specified herein. then the royalties and rcntaJ herein provided to be paid to the owner or the soil shall be paid to him 
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rcntaJ herein provided to be paid to the C.Omrnissioner of the 
General Land Office of the State of Texas shall be likewise proportiona1ely reduced. However, before Lessee adjusts the royalty or rental due 10 the Commissioner of 
the General Land Office, Lessee or his authorized represent.alive must submit to the C.Onunissioner of the General Land Office a written statement which explains the 
discrepancy between the int.crest purportedly letied under this lease and the actual interest owned by the owner of the soil. The C.Ommissioner of the General Land 
Office shall be paid the value of the whole production allocable co any undivided interest not covered by a lease, less the proportionate development and production 
cost allocable to such undivided intcrcsl However, in no event shall the C.Ommissioncr of the General Land Office receive a.s a royalty on the gross production 
aJlocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross production. 

(B) REOUcnON OF PAYMENTS. If. during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.1 Sl-52.154, or 
if, at any time after the expiration of the primary 1enn or the extended tenn. this lease covers a lesser number of acres than the total amount described herein, 
payments that are made on a per acre basis hereunder shall be reduced according CO the number of acres pooled. rcleascd. suncndercd. or otherwise severed, so that 
payments determined on • per acre basis under the tenns of this lease dwing the prima,y term shall be calculated based upon the number of acres outside the 
boundaries of a pooled unit. or, if after the expiration of the primary tenn. the number of acres actually retained and covered by this lease. 

21. USE OF WATER. Les.sec shall have the right to use waler produced on said land necessary for operations under this lease except water from wells or 
tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for waterflood operations 
without the prior consent of lhe owner of the soil. 

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

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

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

25. POLLIJTlON. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
foregpfng! kJlution of coastal wetlands. natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent 
spill~. Mpage or ground water contamination. In the event of pollution, Lessee shall use an means ll its disposal to recapture all escaped hydrocarbons or other 
poll~)14 shall be rcsponsit.,le for all damage to public and private properties. Lessee shall build and maintain fences around its slush. sump, and drainage pits 
and taftf batl:rics so IS to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all 
slush pi!S and cellan and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said 
prerrfstJ ~ of all rubbish, cans, bottles. paper cups or garbage, and upon completion of operations shall restore the surface of the land to u near its original 
conditldrP111~ contoun IS is practicable. Tanks and equipment will be kept painted and presentable . 

• •: • ·~- REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph. Lessee shall have the right to remove machinery and fixtures placed by 
Lessee en the leased premises. including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this 
lease uni~ owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil 
and i.l.!i?.U,ying quantities. Additionally, Lessee may not draw and remove casing until aft.er thirty (30) days written notice to the C.Ommissioner of the General 
Land Office and to the owner of the soil. The owner of the soil shaJI become the owner of any machinery, fixtures, or casing which an: not timely removed by Lessee 
under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions conWned in this paragraph and P~h 29 of this le&e, the rights and estates of either party IO this 
tc1SC may be assigned. in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, dcvisecs, legal representatives, successors 
and assigns. However,• change or division in ownership of the land. rentals, or royalties witl not enlarge the obligalions of Lessee, diminish the rights, privileges 
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
division in owner,hip oflhe land, rentals, or royalties shall bind Lcsscc for any purpose until thirty (30) days after the owner oflhe soil (or his heirs, devisees, lcgal 
representatives or assigns) furnishes the Lessee with satisfaccory written evidence of the change in ownership,_ including the original recorded muniments of title (or a 
certified copy of such originaJ) when the ownership changed because ofa conveyance. A total or partial assignment of this lease shall, to the extent of the interest 
assigned, relieve and discharge Lessee of aJI subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each. and failure by one or more of them to pay his share of 
the rental shall not affect this lease on the part oflhc land upon which pro rau rentals are timely paid or tendered; however, if the assignor or assignee docs not file a 
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure IO pay the entire rental due 
under Paragraph 3. Every assignee shall succeed IO all rights and be subject to aU obligations, liabilities, and penalties owed to the State by the origina1 lessee or any 
prior Msignec of the lease, including any liabilities to the State for unpaid royalties. 

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

(I) a nominee: of the owner of the soil; 
(2) 1 corporation or subsidiary In which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) 1 partnership in which the owner of the soil is I partner or is an employee of such I partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; 
(S) a partner or employee In a partnership which is the owner of the soil; 



(6) a fiduciary for the owner or the soil; including but not limited to a guardian, trustee, executor, administrator, receiver. or conservator ror the 
owner or the soil; or 
(7) a ramily member or the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver lo the owner of the soil 
and place of record a release or releases covering any portion or portions or lhe leased premises, and thereby surrender this lease as to such portion or portions, and be 
relieved of all subsequent obligations as to acreage surrtndered. If any part of this lease is properly sum:ndered, the delay rental due under this lease shall be reduced 
by the proportion that the surrendered acreage bcm to the acreage which wa.s covered by this lease immediately prior to such surrender; however, such release will 
not relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is a.ssigned or released. such assignment or release must be recorded in 
the county where the land is situated, and the recorded instrument. or a copy of the recorded instrument certified by the County Clerk of the county in which the 
instrument is recorded. must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fee. If any such 
assignment is not so filed. the rights acquired under this lease shall be subject to rorfciture at the option of the Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease or the above~escribed land have been included in this instrument, including the 
statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any c.ollateral agreements concerning the 
development of oil and gas from the leased premises which arc not contained in this lease render this lease invalid. 

31. FIDUClARY DlJfY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's interest in the leased 
premises. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State's interests before his personal 
interests. 

32. FORFEITIJRE. If Lessee shall fail or refuse to make the payment or any sum within thirty days after it becomes due, or if Lessee or an authorized 
agent should knowingly make any faJsc return or faJse report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or ir Lessee should rail to file reports in the manner 
required by law or fail to c.omply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission. or if 
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give 
correct information to the proper authority, or knowingly rail or refuse to furnish the General Land Office a correct log or any well, or irLessee shall knowingly 
violate any of the material provisions of this lease. or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights 
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently inrormed of the facts which authorize a 
forfeiture, and when forfeited the area shall again be subject lo lease under the tcnns of the Relinquishment Act However, nothing herein shall be construed as 
waiving the automatic tennination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this 
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future 
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

• • • •,,1. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered 
by thillclfe to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease. Lessee grants the 
Statt;.. ,if l<ft1,ition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security 
intcrcrt.,n aJll leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
procce~ are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of 
sucJCleastd ininerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or 
loss tJt.ft t..tssor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be 
foreiW~.d.':ith or without court proceedings in the manner provided In the Title I, Chapter 9 or the Texas Business and Commerce Code. Lessee agrees that the 
ComrflissioM:r may require Lessee to execute and record such instruments a.s may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby 
reprcsc.its that there arc no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of 
this lease. $hould the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited IS provided 
herei:.• ••: 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold 
or mineral interest for the exploration. development and production of oil or gas or either of them upon the same tcnns as shall be approved by the School Land 
Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources 
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Te,cas Natural 
Resources Code 52. 152. 

35. INOEMNl1Y. Lessee hereby releases and discharges the State of Texas aEd the owner of lhe soil, their offi~rs. employees, partners. agents, 
contractors. subcontractors, guests, invitees, and their respective succ:cssors and assigns, of and from all and any actions and causes or action of every nature, or other 
hum. including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which arc caused by the 
activities of Lessee, its officers. employees.. and agents arising out of. incidental to, or resulting from. the operations of or for Lessee on the leased premises 
hereunder, or that may uisc out of or be occasioned by Lessee's breach of any of the tenns or provisions of this Agreement, or by any other negligent or strictly liable 
act or omission of Lessee. Further, Lessee hereby agrees to be liable for. exonerate. indemnify, defend and hold harmless the State of Texas and the owner of the soil, 
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, pc:r5onal injury (including death), 
costs and expenses, or other hann for which recovery of damages is sought. under any theory including tort. contract, or strict liability, including attorneys' fees and 
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all 
environmental laws; those arising from or in any way related lo Lessee's operations or any other of Lessee's activities on the leased premises; those arising from 
Lessee's use of the surface or the leased premises; and those that may arise out of or be occasioned by Lessee's breach or any of the terms or provisions of this 
Agreement or any other act or omis!iion of Lessee, its directors, officers, employees. partner5, agents, contractors. subcontractors, guests. invitees, and their respective 
successors and assigns. Each assignee of this Agreement, or an interest therein. agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of 
Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with the activities or Lessee, its officers, 
employees, and ogents os described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS 
ANDIOR LIABILITIES ASSUMED UNDER TIIE TERMS OF TIIIS AGREEMENT SHALL BE wm1our LIMITS AND WITHOUT REGARD TO 
TIIE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY 
OR PARTIES (INCLUDING TIIE NEGLIGENCE OFTIIE INDEMNIFIED PARTY), WIIETIIER SUCH NEGLIGENCE BE SOLE, JOINT, 
CONCURRENT, ACTIVE, OR PASSIVE. 



36. ENVIRONMENT AL HAZARDS. Lessee shall use the highest degree of care and aJI reasonable safeguards lo prevent contaminalion or pollution of 
any environment.ti medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environment.al medium 
in, on. or under. the Jelled premises, by any waste. pollutant. or contaminant. Lessee shall nol bring or permil to remain on the lea.sed premises any asbestos 
containing ma1erials, explosives, toxic materials, or substances regulated IS hazardous wastes, hazardous materials, hazardous substances (as the tcnn .. Hazardous 
Substance" is defined in the Comprehensive Environmental Response, Compensation and Liability Ael (CERCLA), 42 U.S.C. Sections 960 I, cl seq.), or loxic 
substances under any federal, state, or local law or regulation \Hazardous Materials;, except ordinary products commonly used in connection with oil and gas 
exploration and development operations and stored in the usual manner and quantities. L~EE'S VIOLATION OF THE FOREGOlNG PROHIBITION 
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SIIALL INDEMNIFY, HDLD HARMLESS AND 
DEFEND THE STATE OF TEXAS AND TIIE OWNER OF TIIE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, 
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY IIAZARDOUS MATERIALS ON, 
UNDER. OR ABOUT TIIE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS ~IA TERIALS IN, ON, UNDER. OR ABOUT TIIE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH TIIE REQUIREMENTS OF APPLICABLE LAW. THIS 
INDEMNIFICATION AND ASSUMPTION SIIALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTIIER ENVIRONMENTAL LAW OR REGULATION. LESSEE SIIALL IMMEDIATELY GIVE THE STATE OF 
TEXAS AND TIIE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREAOI OR SUSPECTED BREACH OF TIIIS PARAGRAPH, UPON 
LEARNING OF TIIE PRESENCE OF ANY IIAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO IIAZARDOUS MATERIALS WIIIOI MAY AFFECT TIIE LEASED PREMISES. THE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE TIIE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly known as the 
Relinquishment Act. and other applicable statutes and amendments thereto, and if any provision in this lease docs nol confonn to these statutes, the statu1es will 
prevail over any nonconforming lease provisions. 

38. EXECUTION. This oil and gas lea.sc must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the 
Ocneral Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date of this lease shall 
be the date found on Page I. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County 
Oerk in any county in which all or any part of the leased premises is located, and c.crtified copies thcnofmust be filed in the General Land Office. This lease is not 
effective until a certified copy of this lease (which is made and c.crtified by the County Clerk from his records) is filed in the General Land Office in accordance with 
Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the aclual and true consideration paid or promised 
for c~r.~111of this lease. The bonus due the St.ate and the prescribed filing fee shall accompany such c.crtified copy to the General Land Office. 

·::;:: c!4;;Mpoll! 
LESSEE I • •• • • • •••• BY.: ____ C_l_a~y_J_o_hn_s_o_n _________ _ 

• •••••• • • TITLE:. ____ ~~~--+'------~ 
DATE.: __ ...,_r-,_f....:.f_-i_w ____ _ • 

• •••••• • • 
STA~OFTEXAS 

at::;-;he-h ~ - - f J 
lndividuaJly and as ag~ Irene Cupples, 
a married woman dealing in her sole and separate property 
Date,:_-----------------

STA TE OF TEXAS 

BY.: ________________ _ 

Individually and as agent for the State of Texas 

Date:: _________________ _ 

FTEXAS 

BY'_C::0.Jll!!::2:1.'-'-~--"""'42c1)1._LA..~~--c 
Irene Cupples, Independent 
Rounsaville, deceased 

Date.:_-----------------

ST A TE OF TEXAS 

BY.: ________________ _ 

Individually and IS agent for the State of Texas 

Date:. _________________ _ 



STATE OF __________ ~ (INDMDUAL ACKNOWLEDGMENT) 

COUNIYOF __________ _ 

Befo<e me, the und=igned authority, on this day pasonally appeared·-----------------------
tnowa ,o me IO be the pcnons whose names arc subscribed IO the fon:going insttumcti~ and acknowledged IO me lhll they ex""1Cd the same for the purposes and 
coosidenlion tha'cin expressed. 

Given under my band and seal of office this the·-------~ of ______________ ~ 19 ____ ~ 

Nowy Public In and for, _________ _ 

STATEOF_T_E_X_A_S ________ _ (INDMDUAL ACKNOWLEDGMENT) 

COUN'IY OF (1..,,_,;z '.? 

Before me, the undersigned authority, on this day pasonally appcuod, _ _;;C.;.1;.•Y'-'~:..:d:..:hc.n..:•..:o,;,;n _______________ _ 

tnowa to me to be the pcnons whose names arc subscribed IO the foregoing ~ and acknowledged IO me lhll they ex""1Cd the same for the purposes and 
consideration therein expressed. 

Oivcn under my hand and seal of office this the 

PATRICIA A. MATTA 

••• STA'ffi"Qi~"-T_E_X_AS _________ _ (INDMDUAL ACKNOWLEDGMENT) 

-••t• n 
COIJWTY dF V .._L-V-<. '.? -• • •• Beforcme.thcundcrsignedauthority,onthisdaypcrsonaJlyappearcd Irene Cupples, a married woman dealing in her 

•.:iq~e and separate property 
tnowa 10 Df to be the persons whose names are subsaibcd to the foregoing instrument. and acknowledged to me that they executed the same for the purposes and 
~an tha'cin expressed. 

STATEOF__!T=EX~A=Sc.....~~~~~~~~~~~ (INDMDUAL ACKNOWLEDGMENT) 

COUN'IYOF ~,<...S 

Before me, the undersigned authority, on this day personally appeared Irene Cupples, Independent Executrix of the 
Estate of Joe T. Rounsaville deceased 

tnowa IO me to be the pasons whose names arc subscribed to the foregoing instrumen~ and acl:nowtedgcd to me lhll they ex""1Cd the same for the purposes and 
consideration therein expressed. 

Given under my hand and sea! of office this the 

PATRICIA A. MATTA 
Notary Publlc 

STATE OF TEXAS 
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EXHIBIT"A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE 
DATED JANUARY 1, 1998, BY AND BElWEEN THE STATE OF TEXAS, ACTING BY AND THROUGH 

ITS AGENT, IRENE CUPPLES, AS LESSOR, AND CLAY JOHNSON, AS LESSEE 

1. If, at the expiration of the primary term hereof, this lease is being held by production or a shut-in well 
pursuant to the terms hereof, or Lessee is then engaged in operations on said land or on lands pooled 
therewith, or Lessee has completed a well as a dry hole or shall have commenced a well within 180 
days prior to the expiration of the primary term hereof, lessee agrees to commence a continuous 
drilling program on said lands, or on lands pooled therewith, within 180 days after the end of the 
primary term hereof or within 180 days after the completion of drilling operations being conducted on 
said land, or lands pooled therewith, at the end of the primary term hereof, whichever is the later date; 
and thereafter carry on the continuous drilling program until all proration units have been drilled, 
allowing not more than 180 days to elapse between the completion of one well and the 
commencement of the next succeeding well. Should Lessee fail to commence the continuous drilling 
program or subsequently default in the performance thereof, then in either event, this lease shall 
terminate as to all lands covered hereby, save and except for the proration units surrounding each 
well then producing, capable of producing or upon which operations are being conducted. The term 
"proration unit" as used in this paragraph means any acreage designated as a drilling unit or 
production unit in accordance with the rules of the Railroad Commission of the State of Texas. 
Further, the term "commencement" shall mean that point in time when the pertinent well is spudded 
and the term "completion" shall mean the date upon which the initial potential test report is filed with 
the Railroad Commission of the State of Texas, if a productive well, or the date of filing the plugging 
report with the commission, if a dry hole. Notwithstanding the termination of this lease as to a portion 
of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress to and 
egress from said land still subject to this lease for purposes described in paragraph 1 hereof, together 
with easements and rights of way for roads, pipelines and other facilities on, over and across all of the 
lands still subject to this lease and for the gathering or transportation of oil and gas produced from the 
retained lands. The sole liability or penalty for the failure of Lessee to drill any well or wells required or 
permitted in this lease shall be the termination or partial termination of Lessee's rights under the lease 
as provided above. 

In conducting such continuous drilling program, lessee shall be entitled to accumulate and later use 
time, if any, saved between wells, beginning with the second well under this continuous drilling 
program. If one well is commenced sooner than 180 days after the completion of the last preceding 
well, the portion of the prescribed 180 day period not used may be carried forward and added to the 
period between subsequent wells. 

2. Lessee shall pay to the owners of the surface estate, and such owne~s successors and assigns, a 
reasonable amount for all damages of every kind caused by operations conducted under or by 
authority of this lease. 

3. Lessee further agrees for himself, his successors and assigns, that it will maintain all drill sites and 
other portions of the surface of the above property used or occupied by Lessee, its successors and 
assigns, free and clear of weeds and noxious vegetation and trash, and will maintain the same in a 
reasonable manner so as to prevent additional damage to surface owne~s lands. Lessee agrees that 
it will keep location sites free and clear of all trash. 

4. It is further understood and agreed that any and all roads established by the Lessee hereunder shall 
be located as near as practical as agreed upon by and between Lessee and the surface owner. 

1 
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EXHIBIT "A" continued 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE 
DATED JANUARY 1, 1998, BY AND BElWEEN THE STATE OF TEXAS, ACTING BY AND THROUGH 

ITS AGENT, IRENE CUPPLES, AS LESSOR, AND CLAY JOHNSON, AS LESSEE 

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

6. Notwithstanding any of the other provisions hereof, this lease covers only oil, gas and associated 
hydrocarbons produced with oil and gas in liquid or gaseous form, as well as carbon dioxide, and all 
references to other minerals contained in this lease shall be deemed to refer only to such 
hydrocarbons and carbon dioxide, and not to any other minerals. 

7. In the event Lessee shall obtain full approval to plug and abandon any well drilled pursuant to the 
terms of this lease, in accordance with the terms of any operating agreement or other agreement 
pertaining to Lessee's operations on the leased premises, Lessor shall have the right and the option to 
take over such well for the sole purpose of recompleting such well as a water supply well. Should 
Lessor elect to take over any well pursuant to the terms of this paragraph, Lessor agrees to indemnify, 
defend and hold harmless Lessee from any and all liability, claims or causes of action, including 
attorney's fees, arising therefrom, and Lessor further agrees to execute a written agreement 
evidencing same upon request by Lessee . 

• ••1• • SIGNED FOR IDENTIFICATION: 
••• 
• 

• •• • • • •••• 

• 
• •••••• • • 

Individually and as t for the State of Texas, 
Irene Cupples, a married woman dealing in her 
sole and separate property, 

Individually and as a for the State of Texas, 
Irene Cupples, Independent Executrix of the 
Estate of Joe T. Rounsaville, deceased 

2 
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FILED FOR RECORD 

AT /;,lO O'CLOCK I 
ON THE /</fcAY OF -ldM.. 
A.O., 11..2i_. 

STATE OF TEXAS 
COUITTY OF CULBERSON 

M I hereby certify lhal this lnsttumenl was FILED on 
,,,. d-1e and at the time staml)9d fl.eon by me 
•nd ns duly RECORDED In the Volume and 
P•ge of the RKOrda 
of Culbef'Son County, Tex&L 

-v)· ~~k.'!!f~ -~-U1k. ~ • c~:,':s~~UNTY,TEUS 
COUNTY CLERK. Cll.BERSON COUNTY, TEXAS 

VOL ___ _ PAGE ___ _ 

RECOODED ____ _ 

THE STAT!!: OP TEXAS I 

COUNTTOPCULBERSON I LUodaUrla,a.rt,ttheCom,Camtb11md 
loroald c..mt,ud ijtai., doh.,..br-,,thol lha-.,110 .... m,j I, I 
~" O C • e,, ·s I ease _, __ _,fie.' L<---'-'-1-"----

rld ;,- fllod6,r_lo..,_lldo 1./4..,., ~(( . 
u..Z:£._,, ~ (Cl ~IL.~Cln\,O.No.. l!C' Q:i: T/ .tobe 

- .. the o !-£' -1 e;, a ;; -·., c.n-.. °""'""· 
'l'mL 

/c/µ{°CERTIP'Y~,..hudaadoffldal,..)f!Y••Horn.thla 
~-:..:,_c...:;;;.,._da,of ~ .19~ 

_ / ' /'/ _/, UNOA URIAS. COUNTY CUR!C 
BJ':?ftu& cc? {a 6 S-VLJ1Deputy, CULBF.RSON COUNTY. TEXAS. 
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November 21, 1997 

Texas General Land Office 
Stephen F. Austin Building 
1700 North Congress Ave. 
Austin, Texas 78701-1495 

Attn: Mr. Drew Reid 

Re: Approval of Oil and Gas L.:e::;as~e;,;-~=CllJl~ 
10, 320 acres, more or le , ulberson C nty, Texas 

Gentlemen: 

Clay Johnson, a lease broker performing work for Titan Resources, L.P ., has entered into agreement with 
Ir-ene Cupples, owner of the soil of certain Relinquishment Act lands in Culberson County, Texas. By this 
letter we describe the lease terms which have been negotiated and agreed to by the subject parties, and we 
~ubmit these terms for your approval. 

1 he parties have agreed to pay and/or accept bonus consideration in the amount of $10.00 per acre and 
delay rentals in the amount of $1.00 per acre per year, the total of such sums to be paid 1/2 to the State of 
I exas and I /2 to the owner of the soil. The primary term of the lease shall be 5 years. The royalty to be 
;,:i.id shall be a 1/8 part of the substances subject to the lease. The form of the lease is the September 1997 
Relinquishment Act Lease Form, as amended by certain changes to the form including a rider containing 
additional lease provisions. 

This transaction encompasses a total of I 0,320 acres, more or less, which lands shall be divided into 5 
separate leases, each covering the following described lands: 

LEASE 1 
Block I 07, Public School Land Survey 
Section 14: N/2 320 acres 
(bonus= 320 ac x $10/ac = $3,200 total; $1,600 owner of soil, $1,600 State of Texas 

LEASE 2 
Block I 04, Public School Land Survey 
Section 3: E/2 E/2 160 acres 
Section 10: E/2 E/2 160 acres 
Section 14: All 640 acres 
Section 15: E/2 E/2 E/2 80 acres 
(bonus= 1,400 ac x $10/ac = $10,400 total; $5,200 owner of soil, $5,200 State of Texas 

500 W. Texas • Suite 500 • Midland, Texas 79701 • Fax: (915) 687·0192 • Office: (915) 682·6612 
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Texas General Land Office 
November 21, 1997 

LEASE3 
Block 108, Public School Land Survey 
Section 22: All 640 acres 
Section 23: All 640 acres 
Section 24: All 640 acres 

Page2 

(bonus= 1,920 ac x $10/ac = $19,200 total; $9,600 owner of soil, $9,600 State of Texas 

LEASE4 
Block I 06, Public School Land Survey 
Section I 0: All 640 acres 
Section 15: All 640 acres 
Section 22: All 640 acres 
Block I 05, Public School Land Survey 
Section 3: All 640 acres 
Section I 0: All 640 acres 
(bonus= 3,200 ac x $10/ac = $32,000 total; $16,000 owner of soil, $16,000 State of Texas 

LEASES 
Block I 05, Public School Land Survey 
Section 5: All 640 acres 
Section 8: All 640 acres 
Section 17: All 640 acres 
Section 18: All 640 acres 
Section 19: All 640 acres 
Section 20: All 640 acres 
(bonus= 3,840 ac x $10/ac = $38,400 total; $19,200 owner of soil, $19,200 State of Texas 

TOTAL BONUS PAID FOR LEASES 1 THROUGH 5 
10,320 ac x $10/ac = $103,200 total; $51,600 payable to owner of soil, $51,600 payable to State of Texas 

Please review this agreement to lease at your earliest opportunity and advise of your acceptance. We 
appreciate your cooperation and prompt attention to this matter. Should you have any questions or 
comments, do not hesitate to contact me at (915) 682 6612; I will be happy to discuss them with you. 

Very truly yours, 

TIT AN RESOURCES, L. P. 

~ci1-
. Robert Ready 

Enclosures 

JRR:jb 
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I TITAN REsoURCES. L.P. 

J a nuaf") 15, 1998 

ommi ion er of the 
ener a l La nd ffi cc 

' teph cn F. u tin Bui ldin g 
1700 orth ongr c enuc 

u ·tin , T c. a · 7870 I 

ttn : Mr. Rob rt Hatter , Room 600 

Re: Rclinqui hment ct Oil and ;a Lea c da ted January I, 199 
Irene uppl , a m a rri ed , oma n d ea ling in her o le a nd epara tc 
property, a nd I ren upple , lndep nd nt 1 x cutrix of the • ta tc of J oe 

. Roun 'a ill e d c a ed , g nt for th ' t a te of T 
' tan R P. 

nt lcm n : 

W ith r efe r nc to our pre iou · corre pond nc a nd con er a tion perta in ing to the a ption d 
Oil a nd G a L ea c, enclo ed pica c find th fo llowing for ou r fil a nd fu rther ha nd ling: 

1. c rtified co p of Oil a nd a L a e dated J a nuary 1, 1998, b h een th , ta tc 
of T xa , ac tin g b and through it gent, Ir ne upplcs, a ma rri ed v o m an 
dealing in h r ole a nd ep a ratc prop r ty, a nd I rene upp lc , Ind pendent 
• xccutrix of the E tate of J oe T. Roun a ill e, d ccca cd , aid gent ref e r r d to 

a the own r of the oil, a nd Titan Re ource , L.P. , Le ·cc, cove rin g 200 acre!> 
in a ll o f ' cc. 5,8, 17,18, 19, Blk. 1 OS, P, , in ulbcr on oun ty, T xa , , hich has 
b n dul filed under lerl ' Fil umber 50367 to be r eco rd d in the O il and 
;a R cords of ulbcrson ounty, Te;\a . 

2. T itan Re ourc , .P. heel o. I 17 m ad e paya ble to the o rd er of 
ommi ion r of th ' en ra l a nd ffi cc of th : ta t o f T xa in th a m oun t 

of 16,000. 0, r ep re nting pa m ent in full of lea c bonu con idera tio n ( 1/2 d u 
the ' tate of exa ) for the a bo m ntion d i i and a L a . 

500 W. Texas • Suite 500 • Midland, Texas 79701 • Fax : (915) 687 0 192 • Office (915) 682 6612 
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Commissioner of the 
General Land Office 
page -2-
January 15, 1998 

3. Titan Resources, L.P. Check No. 1318 made payable to the order of 
Commissioner of the General Land Office of the State of Texas in the amount 
of $125.00, representing the required processing fee and filing fee for handling 
this matter. 

Verbal approval to the terms covered under the captioned lease was given on January 8, 1998, 
pursuant to our meeting with representatives of the General Land Office on January 6, 1998. 

Please advise this office of the assigned Mineral Number for the enclosed lease when it has 
been processed and duly filed in your records. If additional information is required, please 
do not hesitate to contact the undersigned. 

Thank you for your continued cooperation and courtesy in this matter. 

Very truly yours, 

/pb 

Enclosures 



TITAN RESOURCES, L.P V 
ACQUISITION CHECKING 

COMMISSIO LR Of T(I[ G£ l:RAL LAJ\0 or r ICI 
PARAGO 11299 Lease Bonus 

... . . . . . . .... 
• • • .. . 
... 
• • .... 
•liCd.. g . . 

URCES, LP 
SIT! N CHECKING 

Lease Bonus 

Lease Bonus due the Stale 
of Texas for Oil and Gas 
Lease dated U I o I % 
bem een the Stale of Texas. 
by Irene Cupples, a married 
\\Oman, dealing an her sole 
and separate property and 
as Independent Lxecutm 
of the £::state of Joe r 
Rounsa\ 1llc, deed . Agent, 
referred lo as O\Yner of the 
soil, as l.el>sOr, and Cla> 
Johnson. lessee CO\enng 
3200 acres an all of Sec . 
S,S,17.18.19. Bil.. 105, 
PS I , Culberson County, 
1 exas 

COt,..tMISSIONER or TIIE GE [ RAL LA Dor flCL 
PARAGON 11299 Lease Bonus 

I I 

Checking Lease Bonus 

Lease Bonus due the State 
ofTe,as for Oil and Gas 
l case dated 01 01 98 
bet,\een the State of Texas, 
by Irene Cupples, a married 
woman, dealing in her sole 
and separate properly and 
as Independent Lxecutnx 
of the l state of Joe r 
Rounsa\ Ille. deed , Agent, 
referred 10 as O\\ ner of the 
soil. as l essor, and C'la}" 
Johnson, l cssec. CO\cnng 
1200 acres an all of ':ice 
S,8,17 16. 19, Bil.. IOS 
PSL. Culberson C..ounl}' 
Texas 

01317 
1/ 14 C)S 

I 6,000.00 

980 

16,000.00 

001317 
I 1-1 % 

16,000.00 

16,000 00 



TITAN RESOURCES, LP ~ 
ACQUISITION CHECKING 

COM IISSIO £ R OF Tiii Gl ERAI LA D Of IICl 
PARAGO #299 Gl O hhng & Processing Fees r 1hng f cc and Processing Fee 

due the State of J e,as for 

. . . . . ... ... .. . . .. 
.. . . .... 

lltg 
• . 

URCES, LP 
lSITI N CHECKING 

011 and Gas Lease dated 
O I O I 98 between the State 
ofl e,as, by Irene Cupples, 
a married ,,oman, dealing 
in her sole and separate 
propeny and as Independent 
[ ,ccutn, of the [ state of Joe 
T Rounsa, Ille, deed , /\gent. 
referred to as o,, ncr ol the 
sod, as L cssor, and ( la) 
Johnson, l csscc co,cnng 
3200 acres in all of Sec 
5,b,17,1 ,19, Bit.. 105, 
PSI , Culberson County, 
1 c,as 

FI ling und Processing I- cc 

COMMISSIO IR OF Tfl[ GC CRAL. I.A DOH ICE 
PARAGON #299 C..LO r,hng & Processing f'ces I 1hng I cc and Processing Fee 

due the State of J c,us lor 

Checking 

Oil aml Gas L case d,ucd 
O I O I 98 between the State 
of I exas. b~ Irene Cupples, 
.i married woman. dealing 
in her sole and separate 
propcny und as Independent 
Lxecutn, of the btatc of Joe 
T Rounsa, die, deed !\gent, 
referred to as o,, ncr ol the 
soil. as l essor, and C'l.i} 
Johnson, Lessee, covering 
3200 acres in all or Sec 
5,8,17,16,19, Bit.. 105, 
PSI , Culberson County, 
I exas 

r, hng and Processing rec 

1/14 98 x~::.1s 
9802455 8 

125 ()() 

001318 
1/14 98 

125.00 

125 00 
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~~ Texas General Land Office 
Garry Mauro. Commissioner ' ~ 

June 24, 1998 

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

Re: RELINQUISHMENT ACT LEASE No. M-099034 
Sec.5, 8, 17, 18, 19 Blk. 105, PSL Survey 
3,200 Acres, Culberson County 

Dear Mr. Ready: 

Stephen F. Austin Building 
1700 North Congress Avenue 
Austin, Texas 78701·1495 
(512) 463-5001 

The certified copy of the Relinquishment Act lease covering the above referenced tract bas been 
approved and filed in our records under mineral file number M-099034. Please refer to this number 
in all future correspondence concerning the lease. 

Your remittance of$16,125.00, has been applied as the state's portion of the bonus, the processing 
fee and the filing fee. Please let me know if you should have any questions. 

Sincerely, (' 

D~~ ~:__) 

Minerals Leasing 
Energy Resources 
(512) 475-1534 

MT/DR 
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AMENDMENT TO OIL AND GAS LEASES 

---. 
STATE OF TEXAS 

COUNTY OF CULBERSON 

Owner Of The Soil: The State of Texas, acting by and through its agent, 
Irene Cupples, a married woman dealing in her sole and separate property, and 
Irene Cupples, Independent Executrix of the Estate of Joe T. Rounsaville, deceased 
P. 0. Box 1861, Pecos, Texas 79772-1861 

Lessee: Clay Johnson, 310 West Texas, Suite .808, Midland, Texas 7970 I 

WHEREAS, Owner Of The Soil and Lessee, each defined above, have entered into certain Oil and Gas 
Leases more particularly described below; and 

NOW, Owner Of The Soil and Lessee desire to amend the terms of each of the subject Oil and Gas 
Leases by deleting in its entirety the paragraph numbered 2 in Exhibit "A" attached to and made a part of 
each of the leases. For reference purposes, paragraph 2 in Exhibit "A" of the subject leases reads as 
follows: 

2. Lessee shall pay to the owners of the surface estate, and such owner's successors 
and assigns, a reasonable amount for all damages of every kind caused by 
operations conducted under or by authority of this lease. 

THEREFOR, in consideration of the mutual benefits realized by the parties hereto, the receipt and 
sufficiency of which is hereby acknowledged, Owner Of The Soil and Lessee do hereby amend each of 
the following described Oil and Gas Leases such that the paragraph numbered 2 in Exhibit "A" attached 
to and made a part of each of the leases is deleted in its entirety. 

OIL AND GAS LEASES: 

Lessor: 
Lessee: 
Lease Date: 
Lands: 

Lessor: 
Lessee: 
Lease Date: 
Lands: 

Lessor: 
Lessee: 
Lease Date: 
Lands: 

Owner Of The Soil 
Clay Johnson 
January I, 1998 
Block I 06, Public School Land Survey 
Section 3: N/2, Section 4: S/2, Section IO: All, Section 15: All, Section 22: All 
Block I 05, Public School Land Survey 
Section 3: All, Section I 0: All 
Culberson County, Texas 

Owner Of The Soil 
Clay Johnson 
January I, 1998 
Block I 05, Public School Land Survey 
Section 5: All, Section 8: All, Section 17: All, Section 18: All, Section 19: All 
Culberson County, Texas 

Owner Of The Soil 
Clay Johnson 
January I, 1998 
Block I 05, Public School Land Survey 
Section 20: All 
Block 66, Public School Land Survey 
Section I: All 
Block 99, Public School Land Survey 
Section 4: All, Section 5: All, Section 6: All 
Culberson County, Texas 



OIL AND GAS LEASES: continued 

Lessor: 
Lessee: 
Lease Date: 
Lands: 

Lessor: 
Lessee: 
Lease Date: 
Lands: 

Lessor: 
Lessee: 
Lease Date: 
Lands: 

Lessor: 
Lessee: 
Lease Date: 
Lands: 

Lessor: 
Lessee: 
Lease Date: 
Lands: 

Lessor: 
Lessee: 
Lease Date: 
Lands: 

Owner Of The Soil 
Clay Johnson 
January I, 1998 
Block 107. Public School Land Survey 
Section 14: N/2 
Culberson County, Texas 

Owner Of The Soil 
Clay Johnson 
January I, 1998 
Block I 04. Public School Land Survey 
Section 3: E/2 E/2, Section 10: All, Section 14: All, Section 15: E/2 E/2 E/2 
Culberson County, Texas 

Owner Of The Soil 
Clay Johnson 
January I, 1998 
Block 108. Public School Land Survey 
Section 8: All, Section 9: All, Section 10: All, Section 20: All 
Culberson County, Texas 

Owner Of The Soil 
Clay Johnson 
January I, 1998 
Block 108. Public School Land Survey 
Section 16: All, Section 17: E/2 and NW/4, Section 18: N/2, Section 19: N/2, 
Section 26: E/2, Section 27: All 
Culberson County, Texas 

Owner Of The Soil 
Clay Johnson 
January I, 1998 
Block 108, Public School Land Survey 
Section 21: All, Section 22: All, Section 23: All, Section 24: All 
Culberson County, Texas 

Owner Of The Soil 
Clay Johnson 
January I, 1998 
Block 42. Public School Land Survey 
Section 7: All, Section 8: All 
Block I 08, Public School Land Survey 
Section 15: All, Section 28: All 
Culberson County, Texas 

FURTHER, Owner Of The Soil and Lessee do hereby ratify and confirm each of the above Oil and Gas 
Leases, and all of the terms and provisions contained therein, except as said leases are amended by this 
instrument. 

IN WITNESS WHEREOF, this instrument has been executed on the dates reflected in the 
acknowledgments hereto, to be effective for all purposes as of January I, 1998. 

OWNER OF THE SOIL 

~~/ 
Individually and asage~o eStateofTexas, 
Irene Cupples, a married woman dealing in her 
sole and separate property 

Amendment to Oil and Gas Leases 
Effective January I, 1998 Page2 

Individually an;i;;;ag Ii the State of Texas, 
Irene Cupples, Independent Executrix of the 
Estate of Joe T. Rounsaville, deceased 

Irene Cupples, Owner Of The Soil 
Clay Johnson, Lessee 



I 

Clay Johnlon 

STATE OF TEXAS 

REJ;:"IIP 
COUNTY OF MIDLAND 

ACKNOWLEDGMENT 

This instrument was acknowledged before me on this 1/ flt. day of February, 1998, by Clay Johnson. 

Notary Public 

ACKNOWLEDGMENT 

STATE OF TEXAS 

COUNTY OF RE/ii/ES 

Before me, the undersigned authority, on this day personally appeared Irene Cupples, a married woman 
dealing in her sole and separate property, and Irene Cupples, Independent Executrix of the Estate of Joe 
T. Rounsaville, deceased, known to me to be the persons whose names are subscribed to the foregoing 
instrument, and acknowledged to me that they executed the same for the purposes and consideration 
therein expressed. 

Given under my hand and seal of office this the f ffi_day of February, 1998. 

L{LJ~ "$,J,l!.t\; \ 
• / .,-,,_i\.. .• j ALVESI.il T ii.r!IN 
~·-.•---.l ,: , Notary Public, State ot T-exe.JJ 

''~f 11<-·., My Conun.l.~slon Expires Dec 15, 1& 9 J' 

Amendment to Oil and Gas Leases 
Effective January I, 1998 

Notary Public in and for the State of Texas 

Page3 
Irene Cupples, Owner Of The Soil 

Clay Johnson, Lessee 



I 



~ , 
Lease Number Book/Vol Page Entry Councy I Pari•h Scace 

T~299-109-016-000-00 76 583 50405 CULBERSON TEXAE 

Lease Name : I Cupples I I . : State of Texas, et al, Irene Cupples, I Lease Date I 01/01/98 

Legal De•cription 

BLOCK 105, PUBLIC SCHOOL LANO SURVEY 

SECTION 5 ALL 

SECTION 8: ALL 

SECTION 17: ALL 

SECTION 18: ALL 

SECTION 19: ALL 

... . . • 
0

SPECT TX299 - PARAGON INDIAN/ST/ FF Cs Etl M :J :.! l I 
• • . • ! - ... 

P yee(aJ Accounc Number I AIIIOunt 

~ . . / 1600.00 e of Texas 

\'Z-\ <"", •• ~ ral Land Office 
1 00 N . c~p.gress Avenue 
~u in , TX 78701 . .. . ... .. .. 

• . 
RN - Period Beg . 01/01/1999 DELAY RENTAL CHECK~ 100128 

J 
INSTRUCTIONS TO OEII09 ITORY: You have been designated as depository (or che above described payment Please credit the proceeds 
thereo f to the·part¥l!S named and 1n the amounts indicated Should any d1f(1culty of any nature arise, DO NOT RETURN our check, but 
make the deposit t~, he credit of the party named 1n a special account, and advise us as soon aa poss1ble for further 1nstruct1ons. 

J9020657 100128 



... . . . .. . . ... . . • • • • •• 

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



Leaoe Number .· ,ok./V• • Page Entry Counc:y I Panah tat 

TX299-109-0 16-000-00 76 583 50 405 CULBERSON TX 

Ll!lHI Name> I Cuppl es I I . : State o f Texas , et al t Irene Cupples , I Lease 0..t• I 01/01/98 

Legal D 11cnptu,.i 

BLOCK 105 PUBLIC SCHOOL !...AND SURVEY 

SECTION 5 ALL 

SECTION 8 ALL 

SECTION 17 ALI, 

SECTION 18 ALL ' 
SECTION 19 ALL ·1 ?Qi!-- ..... . ( f 
bu,.,. Amcnrlment Rec-o,d11LI n 02 18 1998/76/772/50~73 

I ,+k.A ~eSDurlQ__.., • . . 
L? .. . .... . . : .. 

l2l . 
• • . . • . • .. 

S'fJ-, p CT TX299 - PARAGON INDI AN/ST/FED ~ li :,/I WT f ., i . .. . 
Pav: . Account Nu...., r lltn<'>u.nt 

• 
• •• 

lOX1600 . oo Stale. o f Te xas ...... 
1 La nd Off ice Ge er 

1700 N. Cong r ess Aven ue 
Austin , TX 78701 

.,,,...- ----v 
RENTAL~ CHECK# RN - Period Beg . Ol/Ol/20QO DELAY 100800 

./ 
INSTRUCTIONS TO UEPOSITORY You have been t.les1gnated as t.lepoa1tory t th, ,1t:,ove deoc-1lbed p,yment Please c,ed1t the 11rocee<1s 
the1eof to the pnuea named and in the .1mounts indicated Should my chfficulty cf any natuxe 11r1se. 00 NOT RETURN ou1 check., llut 
make the 1!epcs1t to thl" cred!L of the party named 1n II special account, 11ni! advis,. uo as soon as possible for tutther 1netr11ctione 

100800 



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

'-N 
"' 

_ }1FO<JU'3)/ 
Rental Pavrnent 

~--. _,___1!Za-



Check # 101855 
Property Id / MMS Eff. Date Recording Information State County/ Parish 

TX299 109-016 000 00 01/01/ 1998 02/ 18/98 BK 76 PG 583 ENTRY 50405 Texas Culberson 
M •l')Ql-1 

Property Name / Lessor 

State of Texas, acting by and through ,ts agent, Irene Cupples, a marned woman dealing ,n her sole and separate property, and Irene Cupples, 

Independent Executnx of the Estate of Joe T Rounsaville, dec'd. 

Property Legal Description 

BLOCK 105, PUBLIC SCHOOL LAND SURVEY 
SEcnON 5· All 
SEcnON 8• All 
SEcnON 17: All 
SEcnON 18: All 
SEcnON 19: All 01017925 

Culberson : Amendment Recordat1on. 02-18 l 998/ 76/ 772/50473 

Payee Name & Address SSN/ Tax Id Number 

Slate of Texas, acting by and through Ule Comm1ss1oner of the General Land Office 
I 700 N Congress Avenue Federal Tax Withheld 
Austin, TX 7370 ~ 0.00 

Account Number 

Total Bank Charges 
0.00 

Payment Per iod Payment Amount Bank Service Property Property 

Due Date (in months) Description Due Charges Sub-Type Sub-Id . . 

01/01/2001 12 DELAY RENTAL 1600.00 0.00 :····--
LEASE NO. 50367 .. • . . . .. 

I I 0.00 0.00 . . . ······ • 
I I 0.00 0.00 .. . 

• . . .. . 
• 

I I 0.00 0.00 • --. . . . 
\~ .... . . ...... 

I I 0.00 0.00 I 

Pl>. o -F' ~£0Llfl. l 6 S. Xi ft; {X) , «) 
Instructions to depository: you have been designated as depository for the above described payment(s) Please credit the proceeds' the~f to the parties 
named and ,n the amounts 1nd1cated. Should any difficulty arise, make the deposit ,n a special account, and contact us 1mmed1atf<J ~ 1 Q 18 5 5 



. . . . . : . . . . . : . . . . . . . . . . . : : : : . . . . .. : ... . . ·.· ... . . ·.· . 



Check # 9900499 
Property Id / MMS Eft. Dc1te Record ing Informat ion State County/ Parish 

TX299· 109·016·000·00 01/01/1998 02/18/98 BK 76 PG 583 ENTRY 50405 Texas Culberson 

.( .M <l'lQ,}1 .J ,:n-l - -

Property Name / Lessor 
State of Texas, acting by and through its agent, Irene CUpples, a mamed woman dealing 1n her sole and separate property, and Irene Cupples, 

Independent Executnx of the Estate of Joe T. Rounsaville, dec'd. 

Property Legal Description 

BLOCK 105, PUBLIC SCHOOL LAND SURVEY / SECTION 5: ALL ·fe,(,r~ RQ.~o'-A rc...es SECTION 8: ALL Lt SECTION 17: ALL x / low 00 SECTION 18: ALL 
~ 

SECTION 19: ALL 

02014228 
Culberson: Amendment Recordallon 02· 18· 1998/76/772/504 73 I~ I 

Payee Name & Address SSN/ Tax Id Number 

State of Texas, acting by and through lhe Comm1ss1oner of the General Land Office 
1700 N. Congress Avenue Federal Tax W ithheld 
Austin, TX 78701 0.00 

Account Number 

Total Bank Charges 
0.00 

Payment Period Payment Amount Bank Service Property Property • 
Due Date (1n months) Description Due Charges Sub-Type Sub-Id • • 

01/01/2002 12 DELAY RENTAL 1600.00 0.00 .. 
LEASE NO. 50367 . 

I I 0.00 0.00 . ··-i . - 0 ,., -- ... 
I I 0.00 0.00 - 9 .-1.J . 

.. .-, If 1 . 
- ••• • 41 - r-, -

I I 0.00 0.00 " 
__, 

r., . 
c :E - ;···· 
- - " .... 

I I 0.00 0.00 N r, 
(..J l.J 

' 
Instructions to depository: you have been designated as depository for the above descnbed payment(s). Please credit the proceeds tl,ig-e t:f 4~ 
named and 1n the amounts 1nd1cated. Should any difficulty anse, make the deposit in a speoal account, and contact us 1mmed1ately. · J J 

. 
•••• 

.. 
. .. 
. • . • 
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