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OIL ANO AS LEASE 

(Give Permanent Address) 

t . GRANTING CLAUSE. For and in oorulde.ratlon of lhc amounts statGd below and of the covenants and agreements to be paid, ltept and performed by 
Lessee unda this~. lhc Si.te of Tex.as actlng by and through lhc owner of the soil. hereby grants, leases and lets unto Lessee, for the sole and ooly purpose of 
prospecdng and drilling for and producing o il and gas, laying pipe lines. building 1a11k:s, storing oil and building powCl stations, tclephonc lines and other structures 
thereon. 10 prodooc, save, tAlc:e care of, u,;at and tranSport sald products of the lease, the following lands situ&tcd in Cu 1 berson County, SCAie 

ofTcxas, c.o-wit: 
Block 52G Publi c School Land Survey 
Section 2: S/2 

Block 42j Public School Land S urvey 
Section 7: All 
Section 38: All 
Section 47: N/2 N/2 
Section 48: All 

Section 43: N/2 

Refer to Exhib i t "A", attac hed hereto and made a part hereof , for additional lease provision s . 
cont.a.ining 2 1720 acres, more or less. The bonus consideration paid for this lease ls as follows: 

• .. . • t housand four hundred and no/100 . .. To the S ta.tc ofTex.as . .... Dollan (S_ 20 1 . • . 
To the owner of the soil . Twenty thous and four hundred and no/100 .... Dollars (S 2 . 
Total bonus consideralion: thousand eight hundred and no/100 

Dollars (S 40 , ) . 
The I.OW b<xlus coosidcnLlon pa.id reprc:scnts a bonus o f_;...F.;..i -'-f ""te;;.e;;..n;.;....;a::..;n.:..;d::......;n.:..;oa.:./...;1...:0..:0c...'-=s'--------=--===------------

• • Dollars (S 15 1 00 ) per a.ere. on 2 1 720 nct acres. 

2 TERM. Subject 10 the other provisions in t.hls lease, this lease shall be fora tcnn of f Ive (5) yell rs from this due 
(herein cal led "primary t.cnn") and as long thercafl.cr as o il and gas, or eithe r of them. i.s produczd in paying quan1i1ics from said land 
A3 used In d:us lease. the 1e1m "produced in paying quantit.lcs" means that the rccc:ipts from lhc sale or other authorized commercial use of the subs1.1nce(s) covered 
cxccc,d out of pocket opcnllona.l expenses for the ,Ix months last past. 

J . DELAY RENTALS. lf no well ls convncnccd on the lused premises on or before one (I) year from this dlllC, this lease shall IUTTllnaLc, unless 
on or before such anniversary dale Lessee shall P•l'. or tender to the owner or the soil or to his credit in 
the Windthorst Na t i o nal Bank (c/o Brooks Ranc h Par nership , Account #000501032 1037) .no,.~ 
Ill P. O. Box 290 . Wjndthorst , Texo 76389 . orituu<xlc:ssors(whk hshall continueasthcdeposit.oryrcg.,.dleu o fchangcslntheowncrship of 
said land), the llfflOWl.t s:pcd.ficd below; In addition. Lc:ssc:,c shall pay or tender t0 the COMM1SSIONER QR, Tiffi GENERAL LAND O FFlCE O Tiffi ST A TEO 
TEXAS. AT AUSTIN. TEXAS, a like ,um oo or before s.ald da&.c. Payments wider this paragraph shall JpcraLC as• rental and shall cover the privilege o r dcfcning 
the commencemcnl of• well for one ( I) yur from said de.cc Payments under this pan.graph shall be in I.he following amounts 

To the owncr of the soil: One thousand three hundred sixty and no/ 100 

Dollars (S 1 1 360 . 00 ) 

To I.he S1.11G of Texas: One thousand three hundred s i xty and no/100 

Dollars (S ] ,360 · 00 ) 
Tolal Rcnllll. Two t ho u sand seven hundred twenty and no/100 

Dollars (S 2 1 720 . 00 ) 

In a like mannc.r and upon like payrncnts 01 tendcrs annu.ally, the commcncc:mcnt of a well may be further deferred for successive pcnods of one (I) yur each dunng 
the primary tctm. All payments or tenders of rental tO the owner of the soil may be made by check 01 sight draft o r Lessee, or any ass ignee of this lc.ase, and may be 
dclivc..-ed on or before the rental paying d&tc. If the bank dcsig,wcd In this paragraph (or its successor bank) should OC&SC tO exist., suspend busaness, liquldal.e, fall or 
be succocdcd by another bank,°' for any reason fai l or refuse to a.eccl)! rental, Lc:sscc shall not be held an default for failure tO malte such payrncnu or t.cndcrs of 
rental untll thirty (30) days after the owner of the soil shall dclivc.r tO Lcssoe I 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 to pay or cause to be paid one-half(lfl) or the royal()' 
provided for in this lease to the Commissioner or the General Land Office of the Stace or Texas. at Austin. Texas, and one-half (1/2) 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 the mouth or the well and also as all 

condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment. as hereinafter provided, shall be 
5/32 part of the gross production or the market value thereof, at the option of the owner or the soil or the Commissioner of the 

General 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, rcspoctively, of a like lypC and grnity in the general area where produced and when run. or 2) the highest market price thereof offered or paid in the 
general area where produced and when run, or 3) the gross proceeds of the sale thercot whichever is the greater. Lcsscc agrees that before any gas produced from the 
leased premises is sold. used or processed in a plant. it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional type, or 
other equipment al 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 separator or other equipment may be waived in Miting by the royalty owners upon such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including ftartd gas), which is defmcd as all hydrocarbons and gaseous substances not defined 
as oil in subparagraph (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 quali()' in 
the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base 
ln measuring the gas under this leasc shall not a1 any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) 
degrees Fahrenheit. correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the 

most approved method of testing 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 5/3 2 part of the residue gas and the liquid hydrocarbons extracted or the marlcet value thereof, at the option of the 
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100°.t.) of the total plant 
production of n:sidue gas attributable to gas produced from this lease. and on fifty percent (SO"/.), or that percent accruing to Lessee, whichever is the greater, or the 
total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons arc recovered from gas processed 
in a plant in which Lessee (or its parent. subsidiary or affiliate) owns an interest. then the percentage applicable to liquid hydrocarbons shall be fifty percent (5004) or 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or i(there is no such third 
party, the highest percent 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 detennined by I) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quaJity in the 
gcncnl area, or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), 
whichever is the greater. In no event, however, shall the royalties payable under Ulis paragraph be less than the royalties which would have been due had the g:v'ti!>rt • • 
been processed. • • • •••• • • • 

(D) OTIIER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbotls) •• 
whether said gas be •casinghead, • •dry,• or any other gas, by fractionating, burning or any other processing shall be 5/32 part ofthc.9 
gross production 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 m~: • 
vaJue to be determined as follows: I) on the basis of the highest market price or each product for the same month in which such product is produced, or 2) on the • • • • 
basis of the average gross sale price of each product for the same month in which such products arc produced; whichever is the greater. 

S. MrNIMUM ROY ALTY. During any year after the expiration of the primary tenn of this lease, if this lease is maintained by production, the royalties • 
paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; othCIWisc, there shall be due and payable on.or • • 
before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during tlie :. • • • 
preceding year. If Paragraph 3 of this lease docs not specify a delay rental amount. then for the purposes of this paragraph. the delay rental amount shall be one 
dollar (S 1.00) per am:. 

6. ROY AL TY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissioner 
of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the bolder of the lease, require that the payment of any royalties 
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office's right to take its royalty in 
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or implied. 
under this lease. 

1. NO DEDUCTIONS. Lessee agrees that aJI royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost or 
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 related costs. 

8. PLANT 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 plant. Notwithstanding any other provision of this lease, and subject to the written consent of the owner of the soil 
and.the Commissioner of the General Land Office. Lessee may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing 
formation 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 a manner which entitles the royalty owners to a royalty under this lease. 

9. ROY AL TY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of lhe General Land Office at Austin, 

Texas, in the following manner: 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules C\lrrcntly 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 sue<:eeding the month of production, and royalty on gas Is due and 
mU$1. be received in the General Land Office on or bcrorc the I Sth day of the second month succeeding the month of production, accompanied by the affidavit of the 
owner. manager or other authorized agent. completed in the fonn and manner prescribed by the General Land Office and showing the gross amount and disposition of 
all oil and gas produced and the market vaJue of the oil and gas, together with a copy or all documents, records or reports confirming the gross production, disposition 

• 



and marled value Including gas meta" retldings. pipeline: rcocipu., gas llnc: rcocipu and ocher chocb or memoranda of amount produood and put Into pipelines., tanlc:s. 
or pools and gas llnc:s or gas storage., and any other reports Of records which the Ocncta1 Land Offioc nwy require to vaify the gross production, dlsposilJoo and 
{Ml'lcct value. (n all cues the MJthority of I managct or agent to 8Cl foe the Lcs,ec herein must be filed In the Ocnctal Land Office. Each royalty payment shall be 
11CCOmp&111ed by a-check stub, schedule, IUIMWY or othcr ra:nluanoc .cMoc showing by the assigned Geocnl Land Office lease number the unount of royalty being 
paid on each lease:. lf t.essc,o pays his royalty on or before thlity (30) dayi af\c:r the royalty payment was due, then Lessee owes • pc:naJty of S% on the royalty or 
llS.00, whichever Is greater. A royalty payment which b over thirty (30) days lale shall acauc: • penalty of 10"-' of the royalty due or S25.00 whichever ls greater. 
In additJon to I penalty, royalties shall accrue Interest at a n1C of 12% per year, such intef'CSt will begin accruing when the royalty is sixty (60) days overdue. 
Affidavits and suppo,tlng docwncnts whJcb 1rt DOt filed wbcu due: shall Incur a penalty in an lmOWlt set by the Ocnctal Land Office admlnlstrstive ruk which ls 
effective on the date wheo the affidnits or supportinc documcms were due. The Lcs,cc shall bC8r all responsibility for paying or causing royaldcs to be paid IS 

prescribed by the due dale provided berdo.. hymen( of the dclloquc:ncy penalty shall lo oo way opcr'IIC to prohibit the Stal.e's right offorfeiture as provided by law 
nor ea to pos1pOOC the dale on which royalties were originally due. The above penalty provisions shall not apply in cases oftilJe dispule as to the Stal.e's portion of 
the royalty or to that portion of the royalty in dispute as IO fair mar1cct value. 

10. (A) RESERVES, CONTRACJ'S AND OTHER.RECORDS. Lessee shall annually furnish the Commissioner of1the GenaaJ Land Office with 
its best possible cstlmatc of oil and gas rcscncs underlying chis lease or allocable 10 this lease and shall furnish said Commissioner witll copies of all contnlCU under 
which gas ls sold or proocsscd and all subsequent agrccmcdtS and m:ncndmcnts to such oontracU witllin thirty (30) days after entering Into or malclng such oontJ-.cts, 
agteemcftlS or amendments. Such eontrlCU llld agrcaneotS when ~tved by the General Land Office lhall be held In confidence by t.hc Genaal Land Offioc unless 
otherwise authoriz.ed by Lcsscc.. All other contnlets and records pertaining IO the production. lr'aDSp()fUllon. sale and martceting of the oil and ga:s produced on said 
premises, including the boolcs and IIC()()U(llS, receipts and disdwgcs of all wells, t.ank:s, pools., meters, and plpctlnc:s lhall at all times be. subject IO lnspectJon and 
examination by the Commissioner oftlle General Land Office, tile Attorney General, the Oovcmor, « the represent.alive of any ofthcrn. 

(B) PERMITS, DRJLUNO RECORDS. Wriucn noc.lce of all operations on this lease shall be submitted IO tile Commissioner offhc General 
Land Office by Lcsscc or operat.or five (S) dayi before spud dale, wortr;over, ro-cnb)', tcmpO(VY abandonment or plug and ablndonment of any well or wells.. Such 
wriUGII notloc to the Gencral Land Office lhall Include copies of Railroad Commission forms for applle&tloo IO drill. Copies of well tests, completion reportS and 
plugglng reports lhall be suppl ied to the Ocnenl Land Office Ill the time they arc filed with tile Texas Railroad Commission. All applications, permits, reportS or 
other filings that refcrenoc thls lease°' any specific well oo the leased prcmJscs and that are submiued IO the Texas Railroad Commission or any other govcmmcntal 
agency shall Include the word ·swe• in the tilJe. Additiooally, in 8000rdancc witll Railroad Commission rules, any sigN&e on the leased premises for the purpose of 
identifying wells. llolc bau.crics or ocha assoclud lmprovancnts to the land must also include the word "Stile.• Lc:ssco shall supply the Genc:raJ Land Oflicc with 
any re.c,ords, memoranda., 8CCOUlltS, rq,oru. cuttings and cores. or other infommloo relative IO the operation of the above-described pn:miscs., which msy be 
requested by the Ocnenl Land Office, la addition to lbosc bacln expressly provided for. Lcsscc shall hsve III clcc:trical lllld/or radioactivity survey made on the 
bore-hole ICCl1oo, from the buc of the surfaoe casing to the total depch of well, of all wells drilled on the above described premises and shall lnnSmit a true copy of 
the log of each survey on eacb well to the Geoenl Land Office withi.o fifteen (IS) days aft.er the maldng of said survey. 

• • • (q PENALTIES. Lessee shall incur I penalty whenever reports, documents or other materials 1re not filed io the Gencnl Land Offl<lC when 
due:. -ft.c •pc:u1ty for lalC fiUng shall be set by the Ococral Land Office ~e rule wb.lch Is effective on the date when the materials were due In the Ocnctal 

Land Qfioc. . . . . 
• 11 . DRY HOLEJCESSA llON OF PROOUcnON DURING PRIMARY TERM. l( during the primary t.enn hereof and prior to discovery and production 

of oil °' 11¥41 wd land. Lessee should drill a dty bole or boles thereon. or if during the primary term hereof and aft.er the discovery and actual production of oil or 
gm &Qq,Ac leased premises IUCb produc:tioo cbercof should cease from any cause, this lease shall not terminate if on or before the expiration of sbey (60) days from 
dale of complct.ion of wd dty bole or CCSSllion of producdoa Lcsscc QOallDC(IOC$ additional drilling°' rewor1clng opcradoos thereon, or pays or tcndcts the next 
11111ual delay tc11tal In the - manner a:s provided lo dus lcae. l( during the last yar of the primary term or wltllln sixty (60) days prior thc:rclo, a dty hole be 
complc:eqS and abandoocd, or the production of oU or ps should oeuc: for may awsc, Lcsscc's rights sh.all remain In full force Ind effect without fwtbcr operations 
untll ~p:piption of the primary term; and if Lessee has noc resumed production in paying quanlillcs at the expiration of the primary 1crm, Lc:sscc may maintain this 
lease;~ ~ing additional drilling or rcwortdng opcntlons pursuant to Paragnph 13, using the cxpiratloo of the primary term IS the dale of cessation of 
producdon ~ P~ 13. Should the fant wel.1 or any subscquc:ot weU drilled on the above described land be completed IS • shut-in oil or gas well within the 
primary 1em1 bcrcoC L.eucc ffl8Y resume paymcot of the _.ua1 n:utal in the umc manocr as provided hercin on or before the rental paying dale following the 
expiration of aixly (60) days from the dale of complctloo of web abul-in oU or gas weU and upon the fallW'C to make such payment, thls lease shall Ipso ~ 
tcrmina&c. lf al the cxpiraljoo of the prbmry ICl1D or aoy time 1hcmaftu a shut-in oU or ps well ls located on the leased premises, payments may be made In 
11CCOrdanoc witb the shut-tn provisions bcrco( 

12. DRJUJNO AND REWORKING AT EXPlRAllON OF PRIMARY TERM. IC, al the expiration of the primary tem1., neither oU nor gas b being 
produocd oo wd land. but Lc:ssce ls then engaged ln drilling or n:wortcing operations thereon. this lease shall remain in force so long as operations on wd well or for 
drilling or rewortcing of any additional well 1re prosecuted in good faith and in wor1cmanlik:e manner without lntemJptioos totaling more than sixty (60) days during 
any one such opcralion. and If they tc:SUlt in the production of oU and/or gas, so long tbcreaftcr IS oil lllld/or gas Is produced in paying quantities from said land. or 
payment ofshut-io oil or gas wclJ royalties orcompcnsalOfy royalties is made as provided In this lease. 

13. CESSATION, ORIUJNO, AND REWORKING. l(, aft.er the expiration of the primary tarn, production of oil or gas from the leased premises, after 
once obtained., should oeasc: from any cause, thiJ lease shall DOt tcnninate If Lessee oommcoccs additional drilling or rcworldng opcral.ions within sixty (60) days 
af\c:r such ocssallon, and this lease shall remain in full force llld effoct for so long as IUCb opcntlons continue in good falth Mid io womnanlilcc l'TWUlCf" without 
Interruptions totaling more than sixty (60) days. If such drilling or n:wortcing opcntions result In the production of oil or gas, the lease shall remaln In full force and 
effect for so long IS oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalucs or payment of oompcnsatOry 

royalties Is made as provided herein or as provided by law. lf the drilling or rcworidng operations result In the completion of I well as a dty hole. t.hc lease will not 
tennina1e lftbe t.essc,o commcnca additional drilling or rcwor1clng operations within sixty (60) days aft.er the completion of the well a.s a dty hole, and this lease 
sh.all remain in effect so long IS Lcsscc continues drilling or rewor1d4g operations In good faith and In • wor1cmanlik:c m11111er without interruptions totaling more 
man sixty (60) days. t.essc,o shall give wriuen notloc IO the Ocnenl Land Office within thlity (30) days of any ccssalion of production. 

14. SHUT-IN ROY AL TIES. For purposes of Ibis pangntph, "well" means any well that has been assigned a well number by the statG agency turving 
Jurisdiction over the production of oU and gas. U: at .. y time after the cxplntion of the primary term of a lease that, until being shut in. was being malntalncd in 
force and effect.. a well capable of producing oil or gas In paying quantltk:s ls localCd on the leased premises, but oil or gas is oot bel.ng produced for lade of suitable 
production facilities or laclc of I suitable marlcct. then Lessee may pay as I shut-in oil or gas royalty an amount equal IO double the annual rental provided in the 
lease. but not lcu than SI .200 1 year for each well capable of producing oil or gas in paying quantities. If Paragraph J of this lease doc.snot specify• delay rental 
amount, then for the pull)Oses of thls pang.rapb. the delay rental unow:rt shall be one dollar (Sl.00) per acre. To be effective, each initial shut-in oil or gas royalty 



must be paid on or before (I) the exp1raoon of the pnmasy term, (2) 60 days a1\.a the Lcsscc ceases to produce 0 11 or gas from the leased premises. or()) 60 days 
after Lessee: compleics a drilling or reworking operation ,n accordance: with the lease provmoflS, whichever date 1s latest Such payment shall be made one-half(l/2) 
to the Commissioner of the General Land Office and one-half(l/2) t.o the owner of the soil lfthe shut-in 011 or gas royalty IS paid, the lease shall be considered to bc 
a producing lease and the payment shal I extend the ltml of the lease for a period of one year from the end of the pnmasy term. or from the fi11t day of the month 
following the month in which prodUCtJon ce.ued. and, after that. 1f no suitable production fac1llucs or su1llble market for the 011 or gas exists, Lessee may extend the: 
tease: for four more successive penodJ of one (I) year by paying the same amount each year on or before the tltp1rat1on of each shut-in )'tar 

l 5 COMPENSATORY ROY AL TIES If, dunng the period the lease is k:cpt in elTect by payment of the shuHn 011 or gas royalty, oil or gas ls sold and 
delivered in paying quanuties from a well located w1th1n one thousand (1,000) feet oft.he leased premises and completed in the same producing reservoir, or in any 
case 1n which drainage i.s occurring. the right lO continue t.o mainl&Jn the lease by paymg the shuHn oi l or gas royalty shall cease, but the lease shall remain elTectlve 
for the rc.malnder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more succc:ulve years by Lessee paying comperlSltory 
royalty 11 the royalty rate provided in lhc: lease of lhe marlcet value of production from 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 comperlSalOry royalty IS to be paid monthly, one-half(l/2) lO the Comm1u1oncr of the 
General Land Office and one-half(l/2) to the owner of the soil, beg1Mlng on or before the last day of the month following the month in which the 011 or gas 1s 
produced from lhe well causing the drainage or thll is eomplelcd 1n the same producing reservoir and located within one thousand (1 ,000) feet of the leased premises 
If the compcnsatOry royalry p11d in any 12-month pcnod u 1n III amount less lhan the annual shut-In oil or gas royalty, Lc:sscc: shall pay an amount equal to lhe 
dilTeru,cc within th1ny (30) days from the end ofthc: 12-month period ComperlSalory royalty payments which are not urncly p11d will accrue penalry and interest in 
accordance with Paragraph 9 of this lease: None of these prov1S1ons will relieve Lc:ssce of the obhgat1on of reasonable development nor the obllg111on to drill offset 
wells as provided m Texas Natural Resources Code 52.17), however, ll the determmauon of the Commissioner, and with the Comm1ss1oner's wntlen approval , the 
payment of compensatory royalues can sausfy the: obhgauon to dnll offset wells 

16. RETAINED ACREAGE. Notwllhsllllding any provision ofthlS lease to the conuvy, after a well producing or capable of producing 011 or gas has 
been completed on the leased premises, Lessee shall exercLSC lhe diligence of a reasonably prudent operator In drilling such additional well or wells as may be 
reasonably necessary for the proper devc:lopment of the leased premises and In marlceting the production thereon 

(A) VERTICAL. In the event th IS lease IS in force and effect two (2) years after the aplralion date of the pnmary or extended term It shall then terminate 
as IO all of the leased pre.mises, EXCEPT (I) 40 acres surrounding each oil well capable of producing in paying quantities and )20 acres surrounding each gas well 
capable of producing m paying quantiues (including a shut-In 011 or gas 'II.ell as provided m Paragraph 14 herco(), or a well upon which Lessc:c: is then engaged in 
continuous dnlhng or rewori(lna open.lions, or (2) the number of acres mcludcd in a producing pooled unit pW"Suant t.o Texas Nanni Resources Code 52 I 5 I · 
52 I 5), or()) such grea.ter or lesser number of acres u may then be al localed for production purposes to a proration unit for each such producing well under the rules 
and regulll lOflS of the R.allroad CommisslOll of Texas, or any successor agency, or other govemmc:nlal authority havingjurisdic:tion If at any t ime afler the effective 
d.i.c of the partial Lenninauon prov1S10ns hereof, the: appheable field rules are changed or the '11.tll or wells loca.ted thc:n:on are rcdass1fied so that less acreage 1s 
t.hc:rca1\e.r allocated to S1Jd well or wells for production purposes, this lease shall thereupon tenn1nlle as to all acreage not thereafler allocated to said 'II.tit or 'II.tits for 
produclion purposes. Notw1thstandmg the tenninauon ofth1s lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the r fit ~r. 
ing,css t.o and egress from the lands still subJect to this lease for all purposes described in Pangtaph I hereof, wgether with easements and righis-of-way for exisll Kg • 
roads, cx1sung p1pcllnes and other existing fac1hues on, over and across all the: lands dcsenbcd in Pangtaph I hcreof("thc retained lands"), for access 10 and frQlfi J}Tc:

0
• 

retained lands and for the gathenng or transportauo n of 011, gas and other minerals produced from the ret.ained lands • 

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

. ,. t--rJ1!(. LIU,R~ ·:t)c 
(C) ID Fl~ TION AND FILING The surface acreage retained hereunder as Lo each wells , as nC11Ily as pracucaJ , C. in the r{Jfof; square with 

the "'ell localed in the cenlCI theroo(, or such other shape as may be approved by the Commw,oncr of the General Land Office Within th1ny (JO) days after panial 
term1na11on ofthlS lease as provided herein, Les.sec shall execute and rccocd a release or releases conlAlning a satlsfaaory legal dcsc:npoon of the acrage and/or 
depths not reuuned hereunder The recorded release. or a certified copy of same, shall be filed in the General Land Office, accompanied by the fil ing fee prescribed 
by the General Land Office rules in effect on the date the release IS filed lf lcssec falls or refuses to execute and record such release or releases within ninety (90) 
days after being requested to do so by the Gcncral Land Office, then the Commissioner ll his sole discretion may des1gnlle by written 1nsll1Jmen1 the acreage ~ 
~ t.o be released hereunder and record such insuument ll Lessee's expense in the county or counties where the lease Is located and In the official records of the 
Gcncnl Land Office and such deslg.nalion shall be binding upon Lessee for all purposes 

17 OFFSET WEU..S Neither the bonus, delay renlals, nor royalties pa.id, or lO be paid, under this lease shall relieve Lcsscc ofh,s obligation 10 protect 
lhe 011 and gas under the above-desenbc:d land from bcing dn11ned Lessee:, sublessc:c, rcccaver or other agent in conlrol of the leased prermses shall dnll as many 
wells as the facts may justify and shall use appropnate mc:arLS and dnll to a depth nccc:ssary to prevent undue drainage of 011 and gas from the leased premises In 
add1uon, 1fo1I and/or gas should be produced in commercial quan1111es wnh1n 1,000 feet of the leased premises. or In any case where the lea.sc:d premises ls bcmg 
drained by produellOn of oil or gas, the Lessee. sublesscc:, receiver or other agent in conlrol of the leased premlSCS shall in good faith begin the dnlhng of a well or 
,,.,ells upon the: leased premlSCS within I 00 days after the draining well or wells or the 'II.Cit or wells completed within 1,000 feet of the leased premises start producing 
1n commercial quanuues and shall prosecute such dnlllng with diligence. F11lure lO satisfy the stalUlory offset obligation may subJtct this lease and the owner of the: 
soil's agency nghts to forfeiture . Only upon the detenninauon of the Comm1ss1oner of the GcncraJ Land Office and with his wrmen approval may the payment of 
compensatory royalty under applicable starulOry parameters sausfy the obhgauon to dnll an olTsc:t well or ,,.,ells required under this paragraph 

18 FORCE MAJEUR.E. If, after a good f11th effort. Lessee: is prevented from complying with any express or 1mphed covenant ofthls lease, from 
conducung dnlhng operll10flS on the leased premises, or from producing 011 or gas from the leased premises by reason of war, rebellion, riots, stnkes, acts of God, or 
any valid order, rule or regulation of government authonry, then while so prevented, Lessee's obllgauon t.o comply with such covenant shall be suspended and Lessee 
shall not be liable for damages for (allure to comply with such covenants: add1uonally, this lease shall be eXtendcd while Lessee IS pl'evenlcd, by any such cause, 
from conducting drilling and reworking opentioflS or from producing oil or gas from Lhe leased premises. However, nothing In this paragraph shall suspend lhe 
paymenl o f delay rentals in order t.o maintain this lease in clTect dunng the pnmary term In the absence of such drilling or reworking operauons or producuon of oil 
or gas 



19. WAR.RANTY CLAUSE. 1nc owner of lhe soil wamnts and agrees to defend title to the leased premises. If the owner of the soil defaults in 
payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other liens 
o"n the leased premises. If Lessee makes payments on behalf of the owner of the soil under lhis paragraph, Lessee may recover lhe cost of lhese payments from the 
rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUcnON CLAUSE. If the owner of the soil owns less than lhe entire undivided surface estate in the above 
described land, whether or not Lessee's lntercst ls specified herein. then the royalties and rental herein provided to be paid to the owner of the soil shall be paid lo him 
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the 
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of 
the General Land Office, Lessee or his authoriz.cd representative must submit to the Commissioner of the General Land Office a written statement which explains the 
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land 
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a le~. less the proponionatc development and production 
cost allocable to such undivided int.crest However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production 
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION 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 Lar,,d Board and the owner of the soil in accordance with Natural Resources Code Sections S2.IS 1-S2.IS41 or 
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than lhe total amount described herein, 
payments that arc made on a per aac basis hereunder shall be reduced according to the number of aacs pooled, released. surrendered. or otherwise severed, so that 
payments determined on I per acre basis under the terms of this lease during the primary 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 term, the number of acres actually retained and covered by this lease. 

21. USE OF WATER. Lessee shall have the right to use water 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 UTigation purposes for waterflood operations 
without lhe prior consent of the owner of the soil. 

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

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

24. WEll LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without the 
written 5"~inl of the owner of the soil. 

• • • 
• ~,. POLLtmON. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 

foregoi~\.;:,1i1ution of coastal wetlands, natunl waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent 
spillage: sccplge or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other 
pollutant•and 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 tank\llltrlcs so as to protect livestock against loss, damage or injury; and upon completion or abandorunc:nt of any well or wells, Lessee shall fill and level all 
slush Pl\1 Ind cellars and completely dean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said 
premises &cc of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original 
condition and contoun as is practicable. Tanks and equipment will be kept painted and presentable . 

• • • • • 2t. REMOVAL OF EQUIPMmf. Subject to limitations in this paragraph. Lessee shall have the right to remove machinery and fixtures placed by 
Lessee'On tllt lca.sed premises, including the right to draw and remove casing, within one hund~d twenty (120) days after the expiration or the tcnnination of this 
lease unless the owner of the soil gnnts Les.see an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil 
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General 
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee 
under the terms of this parqraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates ofcilher party to this 
lease may be assigned, in whole or in part, and lhe provisions of this lease shall extend to and be binding upon their heirs, devisces, legal representatives, succcsson 
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges 
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days aft.c:r the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Les.see with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a 
certified copy of such original) when the ownership changed because of• conveyance. A total or partial assignment of this lease shall, to the extent of the int.crest 
assigned, relieve and discharge Lessee of all subscquenl 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 lo pay his share of 
the rental shall not affect this lease on the put of the land upon which pro rata rcntaJs arc timely paid or tendered; however, if the assignor or assignee does not file a 
certified copy of such assignment in the General Land Office before the next rent.al paying date, the entire lease shall terminate for failure to pay the entire rental due 
undc:r Paragraph 3. Every assignee shall succccd to all rights and be subject to all obligations, liabilities, and penalties owc:d to the State by the original lessee or any 
prior assignee oflhe 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 Commissioner of lhe 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 treated as if it were made to the owner of the soil if the assignee is: 

(I) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
()) a partnership in which the owner of the soil is a 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 of the soil; including but not limited to• guardian, trustee, executor, administrator, receiver. or conservator for 1he 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph 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 of the leased premises, and thereby surrender this lease as to such portion or portions, and be 
relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced 
by the proportion that the surrendered acreage bears lo the acreage which was 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 assigned 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 Cleric 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 forfeiture at the option of the Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument, including the 
statement of the true consideration to be paid for the execution of this lease Jnd the rights and duties of the parties. Aily collateral agreements concerning the 
development of oil and gas from the leased premises which arc not contained in this lease render this lease inva1id. 

31. FJDUClARY DtrrY. 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. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized 
agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall 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 if Lessee should fail to file reports in the manner 
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if 
Lessee should refuse the proper authority 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 fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly 
violate any of the material provisions of this lca.sc, 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 informed of the facts which authorize a 
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Rclinquisluncnt Acl However, nothing herein shall be construed as 
waiving the automatic tcnnination of this lease by operation of law or by re a.son 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 rclative hereto. • •• • • • ••• 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shaJI have a first lien upon all oil and gas produced from the area cow:~:!•• 
by this lease 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 Die •• 
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security • 
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sa1e of such leased minerals, whether !t.fct• 
proceeds 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••• 
such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or 
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be 
foreclosed with or without court proceedings in the manner provided in the Title l, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the • 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee he~b¥ • • • 
represents 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. Should the Commissioner al any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royaJty 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 terms a.s sha11 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. t SJ. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural 
Resources Code 52.1 S2. 

35. INDEMNITY. Lessee hereby releases and discharges the State ofTcxa.s aEd the owner of the soil, their officers, employees, partners, agents, 
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other 
harm, including environmental hann, 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 arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable 
act or omission of Lessee. further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State ofTexa.s and the owner of the soil, 
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), 
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort. contract, or strict liability, including attorneys' fees and 
other legal expenses, including those 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 to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from 
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement or any other act or omis~ion of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective 
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, 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 of Lessee, its officers, 
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS 
ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF nus AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITV,OR THE NEGLIGENCE OF ANY PARTY 
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, 
CONCURRENT, ACTIVE, OR PASSIVE. 



37 APPLICABLE LAW This lease is issued under the provmons of Texas Narural Resources Code 52 171 through 52.190, commonly known as the 
Relinquishment Act.. and other applicable slllrutcs and amendmenlS thereto, and 1fany provmon an this lease docs not conform lo these sU1rutcs, the sllltutes will 
prevail over any nonconforming lease provisioiu 

38 EXECUTION This oil and gas lease must be signed and acknowledged by the Lessee before tt 1s filed of record in the county records and m the 
Genenil Land Office o f the SI.JI le of Texas Once the filing requiremenlS found m Paragraph 39 of this lease have been s111isfied, the effect.Ive date of this lease shall 
be the date found on Page I 

39 LEASE FIUNG Pursuant LO Chapter 9 of the Texas Bus mess and Commerce Code. this lease must be filed of record in the o flice of the County 
lcrlc jfl f"1 county in which all or any part of the leased premises is located, and ccn1fied copies thereof must be filed in the General Land Office This lease 1s no1 

e ffecti~ unc1T a cen lfied copy of this leasG (which ls made and cenified by the County Clerk from his records) 1s filed m the General Land Office in accordance with 
Te-xas ),/ellUuJ Resources Code 52 183 Add111onally, this lease shall not be bmdmg upon the SUlle unless ll recites lhe actual and true cons ideration p11d or promised 
for ex~ • tro r:of th1s lease. The bonus due the SI.Jlle and the prescribed filing fee shall accompany such cen1fied copy 10 the General Land Office 

.... 
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~r:&.~ 
lndivi 

7-1 an~~ n~r f Sr/ of Texas , 

Date._,_ ________ Y _______ _ 

Arthur Henwni 

I 

Conrady 

----------

OY L---Ac.J.-"""$:..!~~...:::.~:::2li._~ .~ 
as agent for !he State of Texas, He l e n Ann Henwni 

Date ---,i--~~-£.; _-__ q-!.._!:~----

STAT'MS/1::- ·~ 

BY ~ ~(; =----~ --'--'---
lnd1vduallyand.; agent '°'J;~o)T~ ~ane Conrady 

Date 01)/ 7 r __ _ 



STA TE OF TEXAS 

BY~~~ 
lndrv yandasntror the State or Teas. 
Jerry Vieth 

Date._ ) _ ... _/_:>_·-~--~'----

STATE OF TEXAS 

lndiv 
Joey 

Date:_-+/ _--__._(_.9_ ... _..9._.t..___ 

ST A TE OF TEXAS 

BY·/ ~~ &J 
Individually and as agent f0< the State orTexas. 
Adam Berend 

Date. ,;/; q/y r 

STATE OF TEXAS 

ev,~~{Jk-
lndivldltyd Aor ihestat rfexas. 
Ray Hoffman, Jr. 

ST A TE OF TEXAS 

BY / ~~t 
Individually and as agent for the Slate of Texas. 
Wade Schreiber 

Date. ,J/; f /.q ~ 

STATE OF TEXAS 

Date 

STATE OF TEXAS 

BY I d; rut a;olvumki) 
Individually and as agent for the State of Texas, 
Gail Schroeder 

Date. _ _._f_-_!_9_-~9'.~JY __ _ 

ST A TE OF TEXAS 

BY ./ ~)J74e lJ~ 
lndlvtdually and as agent for the State or Texas, 
Etta Mae Berend 

Date ; -/'i-1~ 

ST A TE OF TEXAS 

Date ) - J9 -9f 

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

• .... 

••• • • • •• 



STATE OF TEXAS (INDIVIDUA L ACKNOWLEDGMENT) 

COUNTY OF -~a.._....a .... h .......... f .... ( ____ _ 

BEFORE ME, Lhe undersigned authonty, on this day personally appeared Arthur Homml and Helen Ann Homml. husband and wife, 

known to me to be the persons whose names are subscnbed 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 or office this the day or January, 1998 

ni.llY CHILDS ii' 
1t ISSION EXPIRES 

April 4, 2000 ll 
STATE OF TEXAS 

COUNTY OF _ __._ft:.._._ccYi~ ...... e""-'r ___ _ 
(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared Roy Leo Conrady and Diano Conrady, 

husband and wife, known to me to be the persons whose names are subscnbed to the foregoing Instrument, and acknowledged to me that they 

executed Lhe same for Lhe purposes and consideration Lhereln expressed. 

Given under my hand and seal or office this Lhe d.D 'tB day of January, 1998 . 

. .. . . . 
••• .... . . . . 
• .... 

••Sf ATE OF TEXAS 

PATIY CHILDS 
MY COMMISSION EXPIRES 

Aprfl 4, 2000 

COUNTY OF _A ___ c_J,~.e~r ____ _ 
(INDIVIDUAL A CKNOWLEDGMENT) 

• . . BEFORE ME, the undersigned authonty, on Lhls day personally appeared Jorry Vieth and Margaret Vieth, husband and 

• w,te~known to me to be the persons whose names are subscnbed to the foregoing Instrument, and acknowledged to me that they executed the 

same f0< the purposes end consideration therein expressed 

STATE OF TEXAS 

Given under my hand and seal or office this the 

PATIY CHILDS 
MY COt,t,1ISSIOO EXPIRES 

April 4, 2000 

COUNTY OF -~a_(_~~P~C ____ _ 

day of January, 1998 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared Joey Schroeder and Gall Schroeder, husband 

and wife, 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 d C) '1:B 

PATIY CHILDS 
MY COt,'MiSSION EXPIRES 

April 4, 2(XX) 

day of January, 1998 



STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT) 

couNTY OF A ccJ1:e c 
~ 

BEFORE ME, the undersigned authority, on this day personalty appeared Adam Berend and Etta Mao Bcrcnd, husband and wife, 

known to me l o 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. 

ST A TE OF TEXAS 

Given under my hand and seal of office this the 

PATTY CHILDS 
MV CWMSSION EXPIRES 

Aprtl 4, 2000 

couNTY oF ~A-----'rcJi=---..... :e ...... r ___ _ 

day of January, 1998 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared Ray Hoffman, Jr. and Myra Hoffman, husband 

and wife, known to me to be the persons whose names are subsa1bed to the foregoing Instrument, and acknowledged lo me that they executed 

lhe same for the purposes and consideration therein expressed 

STATE OF TEXAS 

Given under my hand and seal or office this the 

PATTY CHILDS 
MV COt.t.flSSION EXPIRES 

April 4, 2000 

couNTY oF __._A-'-r ch,=--,; ...... e ...... r ___ _ 

day or January, 1998. 

(INDIVIDUAL ACKNOWLEDGMENT) 

. .. . . . 
•• • .... . . . . .. 

...... 
• •••• 

••• 
BEFORE ME, the undersigned authority. on this day personally appeared Wade Schreiber, a single man, known to ~lo • 

be the person whose name Is subscribed to the foregoing instrument, and acknowledged to me that he executed lhe same for the purposes and 

consideration therein expressed. 

Given under my hand and seal of office this the ~ 'tR 

PATTY CHILDS 
MV eot.t.11SSION EXPIRES 

Aprtl 4, 2000 

day of January, 1998 



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

EXHIBIT " A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE 
DATED JANUARY 15, 1998, BY AND BETWEEN THE STATE OF TEXAS, ACTING BY AND 

THROUGH ITS AGENT, ARTHUR HEMMI, ET AL, 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, al 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 producmg 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 pertineqt well is spudded 
and the term "completion" shall mean the date upon which the initial potential tes.t. report is filed with 
the Railroad Commission of the State of Texas, if a productive well, or the date of 1iliAg 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 lo 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 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 owner's lands. 

3. 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. 

4. 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 Rroduclifn .facilities or tank batteries shall be erected on the surface of the premises in 

question/~J-,)- ;j, lJ, 0 , ~/}; {J ;4,15,~ JI. . Yh . '1J · f · fl YJ1· Y. 
fl, /I f( /!. /2 ~c LJ c 



FILED FOR RE ORD 

AT f .' () 0 O'CLOCK • M 

ONTHE .;)'7 DAY OF r,, -~ 
A.O. 19 .1.f'.__. 

STATE OF TEXAS 
COUNTY OF CULBERSON 
I hlRby c:en,iy INl lhl1 lnsll'Ument WU ALEO on 
the data and at the lime 111mp..i hereon by ma 
end WU duly RECORDED In the Volume and 
Page ol the ___ __ R..:-
ol CuJbef'aon County, THaL 

i&::!!~ @)~rr:~ 
BY~~PVTY 

VOL PAGE 

RtCOflOEO ___ _ 

. . 
• • • 
•••• . . . ., 

..... 
• .... 

. . .. . . 
•• 



TIT AN RESOURCES, L P V .. . . . . 
ACQUISITION CHECKING 

co 1MISSIO rR Of TII E GE ERAI. I A DOI rlCE 
PARAGO 11299 l case Bonus 

Check mg l case Bonus 

Payment in full of the I 2 of 
l eusc Bonus due State of 
Texas for Oil und (,us I case 
dated O I I 'i 9!i from State of 
I c,as by ,\ gents. \nhur 
llemm1 and \\ tfe.llelen \nn 
l lc111m1 1:t ul. Lessors. in 

1,1\or of Clu:,, Johnson, 
I cssee, co,enng 2720 
acres mall cc 37. ,s, N 2 

2 Sec.47,ull Sec 4h 
Blk 42.P I . 2 Sec 42. 

2 Sec.4 '.Blk 52.P', I 
Culberson County, I e,as 

2 2 96 , 001398 

..,oJ27675 
f 20,400 (J() 

20,400 00 



TITAN RESOURCES, LP / 
ACQUISITION CHECKING 

C0tl.1MISSIO ER OF TII E GENl· RAL l AND 01 flCb 
PA RAGO 11299 GLO T'1hng & Processing recs f 1lmg Jnd Processing I ccs 

due the State of Tc\as 

Checking 

for Oil and Gas I case 
dated 01 15 98 from State of 
1 exas by Agents, Arthur 
llcmm1 and w1fc,llclcn Ann 
I lcmm1 ct al, Lessors, in 
fa\ or of la~ Johnson 
I c~scc, co\cnng 27:!0 
Jucs in all Sec l?,36,N 2 

2 Sec 47,all Sec 4 . 
Bil.. 42,PSI , S 2 Scc.42, 

2 Sec 43,Blk 52,PSl, 
Culberson Count~ lc\as 

F1hng and Processing recs 

212 98 

-uu27676 

001404 f "5 00 

125.00 



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

. . . ... 

I TITAN REsoURcES. L.P. 

Februa ry 2, 1998 

ommi ioner of the 
en ra l Land Office 

u tin Building 
ongre cnuc 

7 701 

ltn : Mr. Rob rt Hatter, Room 600 

Re: ct Oil and 1998 

entlemen : 

W ith refer n to our pr vio u corr pond nc and onv r ati n p rtaining to th caption d 
ii and a Lea , nclo d pica c find the follo, ing for our fil a nd furth er hand ling: 

I. rtifi ed cop of Oil a nd ca e dated January 15 199 , betwc n th ' ta t. 
of exa , acting b and through it g nt rthur H mmi a nd llcl n nn 
H mmi, hu band and, ifc; Ro Lee onrad a nd Diane onrad , hu band a nd 
v ife; J er ry Vieth a nd Margaret Vieth , hu b a nd a nd wife; Joe chroedcr a nd 
Gail chroeder , hu band and wife; dam Bcrend and tta Mac Ber end , 
hu •ba nd and, ife; Ra I Hoffman , Jr. a nd M ra Hoffma n, hu band a nd , if ; 
a nd Wade chrcibcr , a inglc m a n, aid gent referred to a the o, ner of th e 
oil, and T ita n Re ource , L.P., Le e , co ering 2720 acre in all c. 7, 8, n 
/2 c. 47, a ll c. 4 , Blk. 42, P L ; /2 c. 42, /2 c. 4 , Blk. 52, P , a ll 

ulber on oun ty T xa , which ha b n du l fil ed und r lerl ' Fi l 
umb r SOSSO to b re orded in th Oil and a R cor d of ulber on ounty , 

T e, a. 

2. Titan Re ourcc , .P. heck o. 1 9 made pa able to the ord r of 
ommi ioner of th en ral Land O ffi c of the tate ofTexa in th a m ount 

of 20,400.00, rep re en ting pa m ent in fu ll of lea e bonu con id ration (1 /2 due 
the tate o f Texa ) for the abo c mentioned ii and a Lea e. 

500 W Texas • Suite 500 • Midland, Texas 79701 • Fax (915) 687·0192 • Office (915) 682·6612 



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

. . . 

ommi ion r of th 
en rat Land Office 

pag -2-
Februar 2, 1998 

Titan Re ou rce , L .P. heel o. 1404 made pa 1ab le to the ord r of 
om mi ion er of the neral Land Office of the : tat of T xa in th amount 

of 125.00, r epr enting the required proce ing fee a nd filing fee for ha ndling 
thi ma tter. 

erbal appro al to the t rm co er d under th aptioned lea e ·wa gi n on January 8 199 
pur uant to our meeting , ith repr ntati c of th en rat Land ffi co n January 6, 199 

P l a e ad i c thi offic of the a igned M ineral umb r for th nclo cd I a e , hen it ha 
b en proce d a nd du l fil ed in our r cord . If additiona l in formation i r quir d , pl a c 
do not he itate to contact the under igned . 

T hanl ou for our continued coopera tion and courte in thi ma tter. 

Very tru l our , 

/ pb 

4 nclo urc 



• 
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-------------

GE ERAL LA D OFFI 'E 

GARRY ft1A RO 
OMMl JO ER 

DATE: 

T : 

FROM: 

UBJE T: 

Garry Mauro, Commissioner 
pencer Reid, enior Deputy 

Robert I latter, Director, Mineral Leasing 
Peter Boone, Chief Mineral Evaluator 

MEAf ORANDUM 

Cow1ty: CIA L Be:~ .so /\/ _________ ..........,. ______________ _ 
Description: _ S_'..;;;.~...;c.:;;....;;;.3_.,~ .... JL..~w,.._.e '(L...7.:..,-'(.&......;;;.8.,,.; ..... 'IL.,;;2+-''{ ...... 3"".~8_L...:l.._9'."-=2.,,...' ..:S;..;:2:c.,..,,-"-f'..=~ ... L-__ _ 
Applicant: ___ T __ 1_r~A_ll/ __ '...,J._~ __ .5a_u_1_g_~_c_~ ___ 1 __ ' _____ _ 
Consideration: _...;..!l..;..1..;;;.s,~._S_t 1_2..,..,,---'-#_,_~..,_1 _s._,_f..c;.3_'--=-------------

Consideration ~ 
Recommended: Y 3/JJh8 
Not Recommend: / 

-------
Comments: 

Form 
Recommended. · \~ ·~ 
Not Recommend: -------
Recommended, after technical changes: ________ _ 
Comments: 

pencer Reid, enior Deputy Date: / --------

Recommended: -$£. _ __....... ____ _ 
Not Recommend: 

Garry Mauro, ommissioner Date: / --------
Approved: _ _<5 _ _ ___ _ 
Not Approved : 



. ·. '. 



Texas General 
Land Office 

David Dewhurst 
Commissioner 

Stephen F Austin Building 

1700 North 
Congress Avenue 

Austin, Texas 
78701 -1495 

512-463-5001 

January 11, 1999 

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

Re: RELINQUISHMENT ACT LEASE NO. M-099038 
All of Sec. 37, All of Sec. 38, N/2 N/2 of Sec. 47, All of Sec. 48, 
Blk. 42, S/2 of Sec. 42, N/2 of Sec. 43, Blk. 52, PSL 
Culberson County 

Dear Mr. Ready: 

The certified copy of the Relinquishment Act Lease covering the above 
referenced tract has been approved and filed in our records under mineral file 
number M-099038. Please refer to this number in all future correspondence 
concerning the lease. 

Your remittance of $20,525.00, has been applied as the state's portion of the 
bonus, the processing fee and the filing fee Please let me know 1f you 
should have any questions. 

Sincerely, 

:=)~ ~-
Drew Reid 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

DR:MT:mrg 
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Lease Number e, ok/V, 1 Page Entry County I Pan•h State 

TX299-109-004 -000-00 76 725 50450 CULBERSON TEXAt 

Lease Name I Hemmi : State of Texas, et al (see Notes/Remarks) I L@aee Date I 01/15/98 

Legal Oeecription 

BLOCK 42 , Publ 1c School Land Survey 

S@ct1on 37· All 

Section 38 . All 

Section 47 . N/2 N/2 

Section 4 8 • ALL 

BLOCK 52, Public School Land Survey 

Section 4 2 1 S/2 

Section 4 3 : N/2 

... 
~~\ • • • . . . 

INDIAN/ST/FED LS f.: 11 p ECT TX299 - PARAGON M i ) . 1 --.. 
Payi!e (8 Account Number AinOunt , 
• • . r 1360.00 St~ ·e. of Texas 

G ~l L~nd Office 
170 N. Congress Avenue 
A ~ , TX 78701 . .. 

• ······ . • 

RN - Period Beg. 01/15/1999 DELAY RENTAL CHECK N 100116 

INSTRUCTIONS TO OE SlTORY You have been designated ae depo•itory fot the above de•ctibed payment . Please credit the proceeds 
thereof to the par&1ea named and in the amounts Indicated Should any difficulty of any nature arise, DO NOT RETURN our check, but 
make the deposit tdJt'he credit of the party named in a •pecial account, and advi•e ua a• soon a• poaeible for further 1netn.ictione 

100116 



JJJ~ //9'0 ff~ 
r2-F1·.s: --_/:?x?::~L. 

• •• • • • •• • ·r·· I •• • 
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Lease Number B Ok/Vol Page Entry County I ParUh t.ate 

TX299-109 004-000-00 76 725 50450 CULBERSON TX 

'"ABI' Na I Hemmi : State of Tex as , et al (see Notes/Remarks) I " e ~le I 01/15/98 

Legal Description 

B "K 42, Public Sc.hool Ldnd Survey 

Section 17 All 

Section 38 All 

SeCllOn 41 N/2 N/2 

se-t. r 18 ALL 1201.180 .... 
B ~ .. . •, ! \lbl ic School Land Survey 

• i,..- . .. " S/2 • . . 
f . • 4 J N/2 . 

\ IT0,,vv ~-e.~DL>-f"(e 6 .. . LP . . . . .. 
•• . 

l 'l \ . . . . .. 
PR SPECT TX299 - PARAGON INDIAN/ST/FED LS !\' "!Cl < >< J <iA--

.. .. . . . . - .. 
y • Account. Number AmOun:. . . 

State of Tex as ~x l360 . 00 
General Land Office 
1700 N . Congress Avenue 
Austin , TX 78701 

- RENT~ RN - Period Beg . Ol/15/2ct<Jl) DELAY C'HF.C • 100776 
. .-/ 

IN-.RUCTIONS TO DEPOSITORY You have been de111<Jnated ae depo111tory I , the above desc11bed p yrnent Please credit the proceerts 
thereof to •he parties named and in the amounts !ndic,ted Shr,ul 1 any ll!flc.ilty o! any na•u1e arlee, 00 NOT RETURN ou, check but 
make the deposit to the credit of the party named in a epec111l ,cc-ount, and advise us 11e soon ,e possible for further instruct tone 

100776 
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Check # 101831 
Property Id / MMS Eff. Date Recording Information State County / Parish 

TX299 109 004-00Q 00 01/15/1998 01/27/98 BK 76 PG 725 ENTRY 50450 Texas Culberson 

M lJ•J<Jli ,8 

Property Name I Lessor 

State of Texas, acting by and through its agent, Arthur Hemm1 and Helen Ann Hemm1, husband and wife; Roy Lee Conrady and Diane Conrady, husband 
and wife; Jerry Vieth and Margaret Vieth, husband and wife; Joey Schroeder and Gail Schroeder, husband and wife, Adam Berend and Etta Mae Berend, 
h..isband and wife; Ray Hoffman, Jr and Myra Hoffman, husband and wife, and Wade Schreiber, a smgle man 

Property Legal Description 

BLOCK 42, Pubhc School Land Survey 
Section 37 All 
Section 38: All 

{~ \ Section 47 : N/2 N/2 
Section 48: ALL 

.0qJ D11948 
BLOCK 52, Pubhc School Land Survey ~ \<300 Section 42 . S/2 

Section 43. N/ 2 
Pavee Name & Address SSN / Tax Id Number 

State of Texas, acting by and through the Comm1ss1oner of the General Land Office 
n .~ ongress Aven•Je Federal Tax Wi thheld 
Au [ , 78701 0.00 ..... .... . Account Number . ... Total Bank Charges . . . . . . 0.00 

· ~""ent Period Payment Amount Bank Service Property Property 

buet>ate (m months) Description Due Charges Sub-Type Sub·Id 

.Ql/ 15/2001 12 DELAY RENTAL 1360.00 0.00 . . . : 
· •••:I I 0.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

' 

I I 0.00 0.00 

Instructions to depository: you have been designated as deposttory for the above descnbed payment(s) Please credit the proceeds thereof to the parties 
named and 1n the amounts indicated Should any difficulty anse, make the depostt m a special account, and contact us 1mmed1atN ~ 1 Q 18 31 



. . . . . . . ~ ... . ... . . . . • ... • . . . • . . . ... . . . . . . . . . . . .. . . . • . • . .. . . . 



Check # 9900451 · 
Property I d I MMS Eff. Oat e Recording Information State County/ Parish 

TX299· 109·004· 000-00 01/15/1998 01/27/98 BK 76 PG 725 ENTRY 50450 Texas Culberson 

M 099038 

Property Name / Lessor 
State of Texas, acting by and through Its agent, Arthur Hemm, and Helen Ann Hemml, husband and wife; Roy Lee Conrady and Diane Conrady, husband 
and wife; Jerry Vlelh and Margaret Vieth, husband and wife; Joey Schroeder and Gail Schroeder, husband and wife; Adam Berend and Etta Mae Berend, 

husband and wife; Ray Hoffman, Jr. and Myra Hoffman, husband and wife, and Wade Schreiber, a single man 
Property Legal Description 

BLOCK 42, Public School Land Survey 
Section 37: All t . I ~I Section 38: All LP Section 47 : N/2 N/2 (X I ' s Section 48: ALL 

BLOCK 52, Public School Land Survey 02014224 x /3foo.o 
Section 42: S/2 
Section 43: N/2 

Pavee Nam e & Address SSN/ Tax Id Number 

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

Account Number 

Total Bank Charaes 
0.00 

Payment Period Payment Amount Bank Service Property Property 

Due Date (1n months) Description Due Charges Sub-Type Sub· ld • .. 
01/15/2002 12 DELAY RENTAL 1360.00 0.00 

. .. . . 
• r ~ 

I I 0.00 0.00 . - -

• ... 
• 

._., ,u :···· rT1 m ('"') ... 
I I 0.00 0.00 - (.) . 

- I t . . 
( -n - .... 

I I 0.00 0.00 I ...... .... 
'~? I i • : ... : . 

( l',"t ...jl 

I I 0.00 0.00 : O> 

Instructions to depository: you have been designated as depos1tory for the above descnbed payment(s). Please credit the proceeds th¥TW~t.e)t~ iwrties, 
named and In the amounts Indicated. Should any difficulty anse, make the depos1t 1n a special account, and contact us 1mmed1ately. ::1 ::1 U U 4- ::) J. 

• . 
• 



• • ·····: 
• •• • • • •• • 
• 

• • ·····! 
• ••• 
• • •• 

• 
•••• • • •••• 
• • ·····: 


