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TEXAS GENERAL LAND OFFICE 

GARRY MAURO 
CO:tviMISSIONER MEMORANDUM 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: 

County: 

Clay Johnson 

REEVES 

Section: 35 Block: 56 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3/16 

Consideration 

Recommended: _:a~ 8-1'~ 
Not Recommended: ----
Comments: 

Lease Form 

Recommended: IM sHh·g 
Not Recommended: ----
Comments: 

Bonus/Acre 

Rental/ Acre 

DATE: 04-Aug-98 

Base File #: 152408 

Abstract: 5869 

$50.00 

$1.00 

Spencer Reid, Senior Deputy 

Recommended: $-= 
Not Recommended: 

Date: ~?jq k' 

----

Date: ------

Not Approved: ___ _ 
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TEXAS GENERAL LAND OFFICE 

GARRY MAURO 
CO:MMISSIONER :NfEMORANDUM 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: Clay Jolmson 

County: REEVES 

Section: 35 Block: 56 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3116 

Consideration 

Recommended: -~ 8 4 ·) 8 
Not Recommended: ----
Comments: 

Lease Form 

Recommended: ~~J-4 Y $-'/11/j 
Not Recommended: ___ _ 

Comments: 

Spencer Reid, Senior Deputy 

Recommended: ~ 

Not Recommended: ----

G 

Bonus/Acre 

Rental/ Acre 

Date: tb/qi 

Date: 

DATE: 04-Aug-98 

;II__. ;ooo( I 

Base File #: 152408 

Abstract: 5869 

$50.00 

$1.00 

- -----
Approve __ 'P-...L..--1--

Not Approved: ___ _ 
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General Laud Office 
Relloqulsbmot Ac:t Luse Form 
Revised, September 1997 

TillS AGREEMENT is made and entered into this_l_Lday of May 19_2!l, between the State ofTexas, acting by and through its 

-ag-en_t.~~~~~~w~a~-lL _tL _.ee~r~~C:::h~~a~r~J~e~s~~-Gu_..Lr~e~e~m~_a<:L _"n_-4-·~~d~e~_ac~. _..J...\-'=}..J..n!.-!;~f-0-;c,l,· .u.n-;::6~~H~~::.--~R..._~'-!ari;:..1,..... ~c:!..Lig.u?---36~8~P~§+y?!S:-J:~~t~ptJ-l-r.Lo4pJ.te:!...rL.J...t ~Y 
------------------------------------------~~~~----~~--~----------------------------------s~dagent 

(Give Permanent Address) 
herein referred to as the owner of the soil (whether one or more), and, _____ _,C;,..:L~A:-Y"":-::-'J:......:O-:HN..:.:....-=S'='O~N-=----=~T-:"------:==------
---------------------~2~0~3~W~e~s~t~~W~a~l~l~, ~S~U~i~t~e~8~0~0~-----~X~ 

Midland. TX 79701 
(Give Permanent Address) 

hereinafter called Lessee. 

I. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid., kept and performed by 
Lessee under this lease, the State of Texas acting by and through the owner of the soil. hereby grants, leases and lets unto Lessee, for the sole and only purpose of 
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other structures 
thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands situated in Reeves County, State 
ofTexas, to-wit: 

E/2 of Section 35, Block 56, P ublic School Land , Survey 

••• 
conta'lai?l&. • 3 20 acres, more or less. The bonus consideration paid for this lease is as follows: 

•••• • • • •• • 
• 

•••• • • •••• 
•••• • • • • • 

To the State of Texas: One Thou s and F our Hundred Thirty Nine and 9 1 /100-----
Dollars(S 1 . 439 9 1 ) 

Totheownerofthesoit: One Thousand Four Hundr e d Thirty Nine and 91/100-----
Dollars (S 1 , 4 3 9 , 9 1 ) 

Totalbonusconsideration:Two T~~usand E i ght Hundred Seventy N ine and 8 2/100--
Dollars (S 2 , 8 7 9 • ) . .. 

• • • 
The roM 1xmus consideration p~d represents a bonus of __ .::.F...:i:...;f=--=t~y~=-F-=o:..;u=r---'a=-n:..:-:::d'--0.::....:::0:..~./--=-1-;;0:-;0;o...----=-c-:-::----_-_-_-_-_-_-_-_-_-_-_-_-
-----------------'Dollars (S 54 . 0 0 ) per acre, on 5 3 , 3 3 net acres. 

2. TERM. Subject to the other provisions in this lease. this lease shall be for a term of F i V e ( 5 ) YearS from this date 
(herein called "primary term") and as long thereafter as oil and gas, or either of them, is produced in paying quantities from s~d land. 
As 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 of pocket operational expenses for the six months last past 

*See Exhibit "A" attached for Pd-U Delay_ Rental shown as Pa!agraph #40 

at or its successors (which shall continue as the depository regardless of ch n the ownership of 
s~d land), the amount specific w; in addition, Lessee shall pay or tender to the COMMJSSIONER OF THE GENERAL LAND E OF TilE STATE OF 
TEXAS, AT AUSTIN, TEXAS, a like s or before said date. Payments under this paragraph shall operate as a rental I cover the privilege of deferring 
the commencement of a well for one (I) year frO · date. Payments under this paragraph shall be in the followin 

To the owner of the soil: ____________ __::::,.....;;;::--------------:::;7".:::::.... __ -;-________________________________ __ 

Dollars (S ___________________ ...::::.."""'=:--?'~-------' 
TotheStateofTexas: _____________________ ~~~~~--------~------------------------------------

Dollars (S ________ ---::7""::::::__ ____ -=.......,_;::::-___J 

TotaiRental:--=~------------~~~--------------------~~~------------------------------------
Dollars (S. ____ 7"'c::::... _ ___________ ___J 

,--~ 

'd . . ' l -' \ 

True and Correct 
copy of 

Onginal fil ed in 
Reeves County 

Clerks Office 



4'. PRODUCTION ROYALTIES. Upon production of oil and/or gas. Lessee agrees to pay or cause to be paid one-half(l/2) of the royalty 
provided for in this lease to the Commissioner of the General Land Office of the State ofTexas, a1 Austin, Texas, and one-half(l/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 form at the 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, as hereinafter provided, shall be 

3 / 16 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 vcluc to t;c .-:!ctcrr.;incd :,y ! ) :tc !"oib>';e;t p;;stcd 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 market 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 
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 a! 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 writing by the royalty owners upon such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined 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 exuaction of 
gasoline, liquid hydrocarbons or other products) shall be 3 / 16 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 paid 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 14.65 pounds per square inch absolute, and the standard base temperature shal l 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 3 / 16 part of the residue gas and the liquid hydrocarbons exuacted 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 00%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing'to Lessee, whichever is the greater, of the 
total plant production ofliquid 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 (50%) or 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third 
party, the highest percent then being specified in processing agreements or conuacts in the industry), whichever is the greater. The respective royalties on residue gas 
and Of\li<»\id hydrocarbons shall be determined by I) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the 
gener.v w•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), 
which;" <;{ j s the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not 
been•wg~s~d . 

• 
• • • . (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from g_as !excepting liquid hydrocarbons) 

whether sai4 gas be "casinghead, • "dry, • or any other gas, by fractionating, burning or any other processing shall be _j / 16 part of the 
gross;· ~oduction of such products, or the market value thereof, a1 the option of the owner of the soil or the Commissioner of the General Land Office, such market . ,. 
vallf te oe41etermined 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 o! th•e average gross sale price of each product for the same month in which such products are produced; whichever is the greater. 

: • • • ~- MINIM UM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties 
paid uMe,. this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, 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 the 
preceding year. If Paragraph 3 o f th is lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shal l be one 
dollar (S 1.00) per acre. 

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to lime, 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 
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. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shal l 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 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 
format ion 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. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the 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 currently provide that royalty on oil is due 
and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production. and royalty on gas is due and 
must be' rece ived in the General Land Office on or before the 15th 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 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 value of the oil and gas. together with a copy of all documents, records or reportS confi rming the gr<ff Ef@dffi"\!(j· et!lm~ 

~v~-. . copy of 
~ . ·· ,, Original fi led in 

\. - Reeves County 
Clerks Office 



and market ~alue including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks, 
or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and 
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be 
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being 
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or 
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. 
In addition to a penalty, royalt.ies shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue. 
Affidavits and sut~porting docu.r:1er:~ whi=h = r::l! f:!e:! wl:en :!:!~ !hcl! L'lcur 11 penalty. in an amount set by the General Land Office administrative rule which is 
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as 
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law 
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of 
the royalty or to that portion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, CONTRACfS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with 
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under 
which gas is sold or processed and all subsequent agreemerns and amendments to such contracts within thirty (30) days after entering into or making such contracts, 
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless 
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said 
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and 
examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such 
written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion reports and 
plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or 
other fi lings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commiss ion or any other governmental 
agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of 
identifying wells, tank batteries or other associated improvements to the land must also include the word "State. • Lessee shall supply the General Land Office with 
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-<lescribed premises, which may be 
requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the 
bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of 
the lo~ o~e:ch survey on each well to the General Land Office within fifteen (1 5) days after the making of said survey. 

• • • 
• • • (C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when 

due . • flrc-!~alty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in the General 
Land Office~ 

• 
• • • • • \,1 . DRY HOLEICESSA TION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production 

of oil ~' l!s on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or 
gas ~pftl\; leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from 
dat~of col'hpletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next 
annual"llelay rental .ln the same manner .as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be 
cor4Jllitelf fDd abandoned, or the production of o il or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations 
until~~piration of the primary term: and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this 
lease by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of 
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the 
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto 
terminate. If at the expiration of the primary term or any time thereafter a shut-in o il or gas well is located on the leased premises, payments may be made in 
accordance with the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPlRA TION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said well or for 
drilling or reworking of any additional well are prosecuted in good faith and in· workmanlike manner without interruptions totaling more than sixty (60) days during 
any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or 
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, after 
once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within siXty (60) days 
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in workmanlike manner without 
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas. the lease shall remain in full force and 
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not 
terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease 
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions total ing more 
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in 
force and effect. a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack o f suitable 
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the ann ual rental provided in the 
lease, but not less than S I ,200 a year for each well capable of producing oil or gas in paying qu1111ti ties. If Paragraph 3 of this lease does not specify a delay rental 
amount, then for the purposes of this paragraph, the delay rental amount shall be one doll:lt (SI .OO) pe r acre. To be effective, each initial sh~-in oil or _g:y rJ)¥alty 

1 rue arm vorrect 
/ copy of 

I Original filed in 
, Reeves County 

Clerks Office 



must be paid on or before: {I) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days 
after Lessee completes a drill ing or reworking operation in accordance with the lease provisions: whichever date is latesL Such payment shall be made one-half ( 112) 
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 e nd 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. 

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and 
delivered in paying quantities from a well located within one thousand (I ,000) feet of the leased premises and completed in the same producing reservoir, or in any 
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective 
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for fou r more successive years by Lessee paying compensatory 
royalty at the royalty rate provided in the lease of the market 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 compensatory royalty is to be paid monthly, one-half(l/2) to the Commissioner of the 
General Land Office and one-half ( 112) to the owner of the soil, beginning on or before the last day of the month following the month in which the 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, Lessee shall pay an amount equal to the 
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in 
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset 
wells as provided in Texas Natural Resources Code 52.173; 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) years after the exriration date of the pri~ary or extended term it shall then terminate 
as to all of the leased premises, EXCEPT {I) 40 acres surrounding each oil well capable ofproducmg in paying quantities and 320 acres surrounding each gas well 
capable of producing in paying quantities (including a shut-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 52.15 1-
52. 153, 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 successor agency, or other governmental authority having jurisdiction. I fat any time after the effective 
dJ~.ofth.e panial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is 
theteaflitr 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 
PI~tion purposes. Notwithstanding the termination of this lease as to a ponion of the lands covered hereby. Lessee shall nevertheless continue to have the right o f 
in!fi';S t: and egress from the lands still subject to this lease for all purposes described in Paragraph I hereof, together with easements and rights-of-way for existing 
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph I hereof("the retained lands"), for access to and from the 
re~ lands and for the gathering or transponation of oil, gas and other minerals produced from the retained lands. 
• • •••• 
:lit , , fB) IIORI:6mrr.'d::. In the e•ent thi' lee:~e i' in force 1111cl e!feet !'no (2)) el!ffl after lhe eK!!iF&lieR !le1e eftl!e primBf)' er ellleReee tel'ltl it 3hllll hlrt.\er 

«:::-:::::!'!::~!:: (~~:: =:l!;;:;~:;:~::t=:!::;:~e:::=~:;:~;·:~::~;; :;:o::i:::::!::!i~ 16 f,\) 
~n#•ation fv• th i' lee:~e {a:~ 'pceified on par;e I he1eof} . lf,~eh lll'llOtlnt i3 pete, tl!islell!il skalllle iR fllree iiRil el're&t a& te &wek IIUJ!IF lleplfts, IIAil&eii 
~f'ion lhllll ee clelll)Ccl fo r llh lleclitionfll period oft nO (2:) )'Ctll'5 llfle 5819Rg tfleR!aftiF a& e il 9F ga& i& preilw;eil iA pa~•iAg 'fWaRiitil& fre111 &w;k iiUJ!IF iiiJ!IIi' 
~&"enil lly llii' lean 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall , as nearly as practical, be in the form of a square with 
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after panial 
termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or 
depths not retained hereunder. The recorded release, or a cenified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed 
by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases 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 and/or 
depths to be released hereunder and record such instrument 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 WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obl igation to protect 
the oil and gas under the above-described land from being drained. Lessee, sublessee, 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 to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
addition. if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being 
drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or 
wells upon the leased premises within I 00 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises stan producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the 
soil 's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his wrinen 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 MNEURE. If, after a good faith elTon, Lessee is prevented from complying with any express or implied covenant of this lease, from 
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by 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 fo r damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the 
payment of delay rentals in order to maintain this lease in effect during the primary t.crm in the absence of such drill ing or reworking operations or production of oil 
or gas. 
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend tille 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 mongage, taxes or other liens 
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments 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 interest is specified herein. then the royalties and renta.l herein provided to be paid to the owner.ofthe soil shall be paid to 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 shal l be likewise proportionately reduced. However, before i.essee adjusts the royalty or rental due to the Commissioner of 
the General Land Office. Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written Statement which explains the 
discrepancy between the interest pwportedly 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 lease, less the proportionate development and production 
cost allocable to such undivided interest. 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 (1116) 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 Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.151-52.154, 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 the total amount described herein. 
payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that 
payments determined on a 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. 

2 1. 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 irrigation purposes for waterflood operations 
without the prior consent of the owner of the soil. 

22. AUTHORIZED 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 DEPTH. 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 
wrl'tw:l'l,wl'lsent of the owner of the soil. 

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

foreg~ing, pollution of coastal wetlands, narural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent 
spill,aii·.seepage or ground wat"r contamination. In the event of pollution. Lessee shall use all means at its disposal to recaprure all escaped hydrocarbons or other 
poti~W~ and shal l be responsible for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits 
and tank batteries so as to protect livestock aga.inst loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shal l fill and level all 
si.:Shop~tS~d cellars and completely clean up the drilling site of all rubbish thc.reon. Lessee shall, while conducting operations on the leased premises, keep said 
p~misC: free 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 
cond:iion and contours as is practicable. Tanks and equipment will be kept painted and presentable. • •• • • • 

•• • • 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by 
Lessee on 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 unless the 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 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, fixrures, or easing which arc not timely removed by Lessee 
under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this 
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors 
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 pwpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Lessee 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 a conveyance. A total or partial assignment of this lease shall, to the extent of the interest 
assigned, relieve and discharge Lessee of all 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, aceording to the area of each, and failure by one or more of them to pay his share of 
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a 
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any 
prior assignee of the lease, including any liabil ities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMlT A TION. Norwithstanding 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 the General Land Office. this lease is void as of the time of assignment and the agency power. 
of the owner may be forfe ited 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 o f 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; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; 
<5> a partner or employee in a partnership which is the owner of the soil: True and Correct 
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver. or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or rela!ed to the owner of the soil by mamagc, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the owner of the soil 
and place of record a release or releases covering any portion or portions of the leased premises., and thereby sum:ndcr this lease as to such portion or portions, and be 
relieved of all subsequent obligations as to acreage sum:ndcred. If any part of this lease is properly sum:ndcred, the delay rental due under this lease shal l be reduced 
by the proportion that the surrendered ac;-c:age bc::rs to ~= ::cr:~e '"!tiel• >¥as r0v~rccil:>y thi~ lease imme_diately prior to such sum:ndcr; however, such release will 
not relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender o f such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. I fall or any part of this lease is assigned or released, such assignment or release must be recorded in 
the counly where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the Counly Clerk of the coun1y 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 and the rights and duties of the parties. Any collateral agreements concerning the 
deve lopment of oil and gas from the leased premises which are not contained in this lease render this lease invalid. 

3 1. FIDUCIARY DliTY. The owner of the soil owes the State a fiduciary duly 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 fai l 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 fai l to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Comm ission, or if 
Lessee should refuse the proper authorily access to the records pertaining to operations, or ifLessce 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 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 informed of the factS which authorize a 
forf~itu~, and when forfeited the area shall again be subject to lease under the tem\S of the Relinquishment Act. However, nothing herein shall be construed as 
wat"i"~ the automatic termination o f this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this 
lease ancf all rightS thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of futu re 
cot~toT~~ with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

~. . 
• 33. LI EN. 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 

b)lo l1lffl!ase to secure payment of all unpaid royally and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the 
Start~ ftfaddition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and securily 
i~~,~ T~ all 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 
pr'oceecft arc 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 
1¢55 ~ I-essor may suffer by reason o f Lessee's breach of any covenant or condition of this lease, whether express or implied. Thi.s lien and securily interest may be 
fo~elt>Jed with or without court proceedings in the manner provided in the Title I, 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 hereby 
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 at 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 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 tcffi\S 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 52.15 1-52.153. 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 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas 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 harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are 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 tcm\S 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 o f 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, 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 liabilily, including anomcys' 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 usc 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 teffi\S or provisions of this 
Agreement or any other act or omission 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 coMcction with the activities of Lessee, itS officers, 
employees, and agents as described above. EXCEPT AS OTHERW ISE EX PRESSLY LIMITED HEREIN. ALL OF THE INDEMNITY OBLIGATIONS 
AND\OR LIABILITIES ASSUMED UNDER Ti l E TERMS OF TillS AGREEMENT SIIALL BE WmiOUT LIMITS AND WITHOUT REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCL UDI G PRE-EXISTING COND ITIO S), STRICT LIABILITY, OR Til E NEGLIGENCE OF A Y PARTY 
OR PARTIES (fNCLUDlNG Ti l E NEGLIGE CE OF T ilE INDEMNIFI ED PARTY), WHETHER SUCH NEGLIGE CE BE SO¥fdgfN1td C 
CONCURRE T, ACfJVE. OR PASSIVE. ~~~t '<"+ a,, Orrect 
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36. ENVlRONM.ENrAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution o f 
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata. ambient a ir or any other environmental medium 
in, on, or under, the leased premises, by any waste, pollutant, or contaminant Lessee shall not bring or permit to remain on the leased premises any asbestos 
containing materials, explosives, toxic materials, or substances regulated as huardous wastes, huardous materials, huardous substances (as the term " Hazardous 
Substance" is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 960 I, et seq.), or toxic 
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 LIJe usual manner and quantities . L ESSEE'S VIOLA TIO OF TliE FOREGOING PROHIBITION 
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND 
DEFEND THE STATE OF TEXAS AND TliE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PE ALTI ES. 
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROHI BmON OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS 0 . 
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPA CY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONT AM INA TION AND DAMAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, 0 , UNDER, OR ABOUT THE LEASED PRE~IISES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS 
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BtiT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACfiONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTIIER ENVIRONMENTAL LAW OR REG ULATION. LESSEE SHALL 1M MEDIATELY GIVE THE STATE OF 
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPO 
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE 
HEREUNDER Sf.IALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLIC ABLE 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 o ther applicable statutes and amendments thereto, and if any provision in this lease does not conform to these statutes, the statutes will 
prevail over any nonconforming lease provisions. · . 

38. EXECUllON. This oil and gas lease must be signed and acknowledged by the Lessee before it is fil ed of record in the county records and in the 
General Land Office o f the State of Texas. Once the fil ing requirements found in Paragraph 39 of this lease have been satisfied, the effective date of this lease shall 
be the date fo und 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 
C¥:?'-IW'~y county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office. This lease is not 
efflctitl! until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Office in accordance with 
Tst.a:ta.Jural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or promtsed 
fo~ectAion of th is lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office . 

• 
•••• • • •••• 

•• •• • • • • • 
• 

• •• • • • •••• TITLE: ___ --:---::--:,........,rl--------

DATE:_~_-::::...._-J1..L--7 __ _ 

STATE5fF)EXAS 

BY: 1..UcL~' aJ. A,( aa A i1A 0~ BY:-:-:--::----:-----:---:---=----:-=----
Individually and as agent for the ofTcxas Wa 1 t e r Char 1 e s Individually and as agent for the State of Texas 

STATE OF TEXAS 

Gree ea li n hi s s ole a n d separte p r oper ty · 
Date· Date: _____ _ _______ ___ _ 

SS:f:t: 

.. 
BY:--:-:---:-:-----:----:-----:-:-----­
Individually and as agent for the State ofTexas 

Date: ________________ _ 

'I 

STATE OF TEXAS 

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

Date: _____________ ___ _ 
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·STATE OF __________ _ (CORPORATION ACKNOWLEDGMEN1) 

COUNTY OF _ _ ____________ __ 

BEFORE ME, the undersigned authority, on this day personally appeared, ______________________ _ 

known to me to be the person whose name is subscribed to the foregoing instrument. as, ___________________ of 

---------------------------,----,---,-~--:-:--'and acknowledged to me that he executed the same 
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. 

Given under my hand and seal of office this the ___ ___.:day of _____ _____ _, 19 ___ . 

Notary Public in and for----------

STATE OF _ _ _ _______ _ (CORPORATION ACKNOWLEDGMEN1) 

COUNTY OF ________________ __ 

BEFORE ME, the undersigned authority, on this day personally appeared ________________ ______ _ 

known to me to be the person whose name is subscribed to the foregoing instrument, as _ __________________ .of 

-:--:------,---:-:--:---:---:--- -:-:--:-----:-- -:-----::----:----:-:----::--::--:-:--and acknowledged to me that he executed the same 
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. ' 

Given under my hand and seal of office this the, ____ .day of ______ ___ _ _, 19 ___ . 

••• • • • ••• 
•••• • • • •• • 

STAT&OF ___ C~o~l~o~r~a~d~o~--------
•••• 

cothlnr-'F Pueblo 
•••• 

Notary Public in and for ____ _ ____ _ 

(JNDMDUAL ACKNOWLEDGMENl) 

: • .~efore me, the undersigned authority, on this day personally appeared Wait e r Ch a r 1 e s G r eema n , 
~ealing in his sole a nd separate prope r t y 

kna.vn tQ 111e 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 
con!~~w~n therein expressed. 

STATEOF ~ ~~ ".A{t.L.5 § /J~ COUNTYOF~t& 171( {j_-;J._ 
{INDIVIDUAL ACKNO'W1..EDGMENT) 

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 ___ _..g...__ _ __ day of ____ :IZ_....._::-'l,vY-<-~---------'' 19 __ 9,--=g __ _ 

oi~, MONICA MARLOWE 
~\ NOTARY PUBLIC 
. ~).. State of Texas t ·'t.csr.P comm. Exp. 10-3(}.99 

~,....¥ .. .., ·~"' · • • ...... . 

~m.MkM 
Notary Public in and for T ...(@..S 
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EXHIBIT "A" 

ATIACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED MAY 
II, 1998, BY AND BETWEEN WALTER CHARLES GREEMAN AS LESSOR, AND CLAY 
JOHNSON, AS LESSEE, AND COVERING THE E/2 OF SECTION 35, BLOCK 56, PUBLIC 
SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS. 

40. Notwithstanding anything to the contrary indicated in Paragraph Three (3) herein this Lease for 
all purposes shall be considered a fully Paid-Up Oil & Gas Lease. Said Delay Rentals have been paid in 
full with the Bonus Considerarion rendered herein. Delay Rental payment was based on a $1.00 per net 
minera l acre per year for Four (4) Years. Concluding a $4.00 per acre Pd-Up Rental Payment was made 
in advance for the Four (4) Year Period on the net mineral acres indicated in this Lease. 

/J~~g;~ 
WALTERCHARLESGREEMAN 
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Original filed in 
Reeves Coun.!Y,.... - ·­
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Central Land Officc 
Rcllnqulshmnt Act Ltuc Form 
Re•lud, Septc111bcr 1997 
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P a id-Up 
OJ LAND GAS LEASE 

THIS AGREEMENT b made and cntered into this_!2.__day of Ma Y 19__2!!_, between the Swe orTcus, acting by and through its 

agenL J e ri S mith McAlpine, dea l ingjg0~ef4 ~?,To~~g, sHarHry8~roperty 
- -------- -----------=-.:--==-:-:;:::=::;-----------------·said agent 

(Give Pennanent Address6 
herein refemd to as the owner of the so il (whether one or more), and, _ _ .-;C;;L;:.;.A;.:Y~,::J...::.;HN~:.OS:;.O;;.;,;N:..,-_-=---r-:---.,..,,..,----

2Q3 West Wal l. su it e 800 
Mldland . TX 7970 1 

(Give Pennanent Address) 
hereinafter called Lessee. 

XXI' 

I. GRANTING CL.AUSE. For and in consideratlon of the amounts sated below and of the covenants and agreements to be paid, kept and perfonncd by 
Lessee under this lease, the State ofT ens acting by and through the owner of the soil. hereby grants, leases and lets unto Lessee, for the sole and only purpose or 
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other structUreS 
thereon, to produce, save, take care of. treat and uanspon said products of the lease, the following lands situated in Reeves County, State 
ofTc.xas, to-wit: 

E/2 of Section 35, B l ock 56, Public Sch ool L and S urve y 

containln._g _ __,3~2_,.0:_ _ _ acres, more or less. The bonus consideration paid for thb lease Is as follows: 

To the swe ofTexas:_....!F~o~u~r---"T'-"h,!.:o~u_,s~a!..!n,!.:d~..,!,T..!.h!..!r...:e=.eE-.J.Hwu..,n..,d......,r_,.e..,d.__TJ...!!w_,.ew.n~t~c..vz._.Ea!..!.n~dL-.l.!O..\<O'..L/~1!..:0~0.=.::-=..:=.=.::. 
Dollan(S 4 . 320 00 ) 

To the owner of the soii:_!F~o,!.u~r,..,_T!c.h~o~u~s:!..a!:!.!!nL\:d~T.!.!ChL!r...!e=.es....!Hl!uou.~n.!.<dur...!e><-Yd"--'TL:w!!..!ie..tDut._yL..!!aL!n!.!d:L~O~O,L/L!l~O~O.J-=..::.:::.::.=-:::.::.. 
Dollan(S 4 , 320,00 ) 

Toutbonusconsidc111tion: Eight Thousand Six Hund red Fo rty and 00/100--- -
Dollan(S 8 . 6 4 0 00 ) 

The tout bonus considenuion paid represents a bonus of-:-::--:Fo--;i~fc.:t::-Y~...!F~o=u:..!r=---.:::a~n:.;d:::...._,O<.:O=/_,lo.;O~Oc,-,.,-=---------=-:.:-=-=--=-:.:-=-=--=-:.:-=-=--=-:.:-:_ 
_______________ ,Dollm (S 54 0 0 ) per acre, on 1 6 0 net acres. 

2. TERM. Subject to the other provisions In this lease, this lease shal l be for a tenn of F i ve ( 5 ) yearS from this date 
(herein called 'primary tenn") and as long thereafter as oil and gas, or either of them, is produoed in paying quantities from said land. 
AJ 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 of pocket ope111tional expenses for the six months last pasl 

*See Exhibit "A" a ttac h e d ~or Pd-Up Del a y R e nta l provision . sho~ h # 40. 
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4 PRODUCllON ROYALTIES. Upon production of oil and/or gas. Lessee agrees 10 pay or cause to be paid one-half(l/2) of the roy airy 
provided for in this lease 10 the Commissioner of the Gcnenl Land Offiee of the St&U of Texas, at Austin, Texas, and one-half(l/2) of such royalry 10 the owner of 
the soil: 

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

3 /1 6 part of the gross production or the nwket value thereof, at the option of the owner of the soil or the Commissioner of the 
General Land Offiee, such value 10 be detennined by I) the highest posted priee, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respectively, of alikerypc and graviry in the general area where produeed and when run, or 2) the highest marlcet priee thereof offered or paid in the 
general area where produced and when run, or 3) the gross proeecds of the sale thereof, whichever is the greater. LA:ssec agrees that before any gas produeed from the 
leased premises is sold, used or proeessed In a plant, it will be run free of cost to the royalry own en through an adequate oil and gas separator of conventionalrypc, or 
other equipment II least as efficient, so thll 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 may be waJVcd in "Tiling by the roy airy owne11 upon such tenns and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royall)' on any gas (including narcd gas), "hieh is defined as all hydrocazbons and gaseous substances not defined 
as oil in subpangraph (A) above, produeed from any well on said land (exeept as provided herein with respect to gas processed in a plant for the extraction of 
gasoline, liquid hydrocazbons or other produeu) shall be 3 / 1 6 part of the gross production or the market value thereof, at the option of the 
owner of the soil or the Commissionct of the Gcnenl Land Offiee, sueh value to be based on the highest marlcet priee paid or offered for gas of comparable quality in 
the genenlarea where produeed and when run, or the gross priee paid or offered 10 the produeer, whichever is the greater, provided that the maximum pressure base 
in measuring the gas under this lease shall not at any time cxeeed 14.6S pounds per square inch absolute, and the standard base temperature: shall be sixry (60) 
degrees Fahn:nheit, correction to be made for pressure according 10 Boyle's Law, and for specific graviry according to tests made by the Balanee Method or by the 
most approved method of testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Roy airy on any gas processed In a gasoline plant or other plant for the recovery of gasoline or other liqutd hydrocarbons 
shall be 3 / 16 part of the residue gas and the liquid hydrocarbons <Xtrlt ted Or the marlcct value thcn:Of, It the Option Of the 
owner of the soil or the Commissioner of the General Land Offiee. All royalties due herein shall be based on one hundred percent (1000!.) of the total plant 
production of residue gas attributable to gas produeed from this lease, and on fifty percent (SO"!.), or that percent accruing to LA:ssee, whichever is the greater, of the 
total plant production ofliquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons arc recovered from gas proeessed 
in a plant in which l.A:ssec (or its parent. subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydroearbons shall be fifty percent (SO"!.) or 
the highest percent accruing to a third party proeessing gas through such plant under a processing agreement negotiated at arm's length (or if then: Is no such third 
party, the highest pereent 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 qualiry in the 
general area, or 2) the gross priee paid or offered for such residue gas (or the weighted average gross selling priee fo r the respective grades ofliquid hydrocarbons). 
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not 
been proeessed. 

(D) OTiiER PRODUCTS. Royal l)' on carbon black, sulphur or any other products produced or manufactured from g_as {excepting liquid hydroearbons) 
whether said gas be ' casinghead," "dry," or any other gas, by fractionating, burning or any other processing shall be J/16 part of the 
gross production of such products, or the marlcet value thereof, 11 the option of the owner of the soil or the Commissioner of the General Land Office, such market 
value 10 be detennined as follows: I) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the 
basis of the average gross safe priee of each product for the same month in which such products are produced; whichever is the greater. 

5. MfNIMUM ROYALTY. During any year after the expi,.tion 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; otherwise, then: shall be due and payable on or 
before the last day of the month succeeding the annive11ary date of this lease a sum equal to the total annual n:ntalless the amount of royalties paid during the 
preceding year. If Paragraph 3 of this lease docs not specify a delay rental amount, then for the purposes of this pangraph, the delay rental amount shall be one 
dollar {S 1.00) per acre. 

6. ROYAL TV fN KIND. Notwithstanding any othc.r provision in this lease, at any time or from time 10 time, the owner of the soil or the Commissioner 
of the General Land Office may, at the option of eather, upon not less than sixry (60) days notice 10 the holder of the lease, requarc thll the payment of any royalties 
acauin& 10 such royal!)' owner undu this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office's right to talce its royalry an 
kind shall not diminish or negate the owner of the soil's or the Commissioner of the Gcnenl Land Office's rights or l.A:s.see's obligations. v.hcther cxpn:s.s or am plied. 
under this lease. 

7. NO DEDUCllONS. l.A:sscc agrees thai all royalties acenung under this lease (tncluding those paid in kind) shall be without deduction for the cost of 
producing, gathering, storing, scplr2!ing, tn:ating, dehydrating, compn:s.sing, processing, tT&nsporting, and otherwise making the oil, gas and other products 
hereunder ready for sale or use. LA:s.see agrees 10 compute and pay royalties on the gross value received, including any reimbursements for severance W<cs and 
production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proponionate 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 General Land Office, LA:s.scc may n:eyele gas for gas lift purposes on the leased premises or for injection into any oil or gas producang 
fonnation underlying the leased premises after the liquid hydrocazbons contalned in the gas have been removed; no royalties shall be payable on the recycled &as 
until it is produced and sold or used by l.A:s.see in a manner " hich entitles the royalry ownc1110 a royalry under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not talcen In kind shall be paid to the Commissioner of the General Land Offiee at Auston, 
T cx&S, in the following manner: 

Payment of royalry on production of oil and gas shall be as provided In the rules set forth in the Texas Register. Rules curn:ntly provide that roy airy on oil is due 
and mus t be received in the Gcnenl Land Office on or before: the Sth day of the second month sueeecding the month of production. and royalty on gas Is due and 
must.bo received in the General Land Office on or before the 15th day of the second month sueeecding 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 
aJI Oil and gas produced and the market value Of the oil and gas. together with I COpy Of all doeumcnts, reCOrds Or repons COnfinning the groSS productiOn, dispositiOn 
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and market value including gas meter n:adings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put Into pipelines, tanks, 
or pools and gas lines or gas storage, and any other n:ports or n:cords which the General Land Office may n:quire to verify the glOSS production, disposition and 
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royal ty payment shall be 
accompanied by a check stub, schedule, summary or other rcrnlttanoc advice showing by the assigned General Land Offioc loose number the amount of royalty being 
paid on each Jcosc. If Lessee pays his royalty on or befon: thiny (30) days after tbe royalty payment was due, then Lessee owes a penalty of 5% on the royalty or 
S25 .00, whichever 15 gn:ater. A royalty payment which 15 over thirty (30) days laiC shall accrue a penalty of 10"/o of the royalty due or S25.00 whichever 15 greater. 
In addition to a penalty, royalties shall accrue lntcTCSt at a rate of 12% per year; such Interest will begin accruing when the royalty b sixty (60) days overdue. 
Affidavits and supporting documents which an: not filed when due shall incur a penalty In an amount set by the General Land Office administrative rule which is 
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid os 
prescribed by the due dale provided hcn:in. Payment of the delinquency penalty shall in no way operate to prohibit the State's right offorfcitun: os provided by Jaw 
nor act to postpone the date on which royalties wen: originally due. The above penalty provisions shall not apply in cases of title dispuu: os to the State's portion of 
the royalty or to that portion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, COmRACTI> AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with 
its best possible estimate of oil and gas reserves underlying this Jeose or allocable to this lease and shall furnish said Commissioner with copies of all contracts under 
which gas is sold or processed and all subsequent agn:cmcms and amendmentS 10 such contraas within thirty (30) days after entering into or making such contractS, 
agreementS or amendmentS. Such contnctS and agn:cmcntS when n:ceivcd by the General Land Office shall be held in confidence by the General Land Offioc unless 
otherwise authorized by Lessee. All other contraas and recorcb pertaining to the production, transportation, sale and marketing of the oil and gas produced on said 
premises, including the books and accounts, receipts and discharges of all wells. tanks, pools, meu:n, and pipelines shall at all times be subject to Inspection and 
examination by the Commissioner of the General Land Office, the Anomcy General, the Governor, or the n:prcscntativc of any of them. 

(B) PERMITS, DRILLING RECORDS. Wrincn notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud dale, workovcr, rc<ntry, temporary abandonment or plug and abllltdonment of any well or wells. Such 
written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill . Copies of well teSts, completion n:ports and 
plugging reports shall be supplied to the Gencr.ll Land Office at the time they an: filed with the Tc.xos Railroad Commission. All applications, permitS, reports or 
other filings that reference this lease or any specific well on the leased prcmlsct and that arc submitted to the Texas Railroad Commission or any other governmental 
agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission rules. any signage on the leased pn:mises for the purpose of 
identifying wells, tank bancries or other associatcd improvements 10 the land must also include the word "Stat~:." Lessee shall supply the Genen.J Land Office with 
any recorcb, memoranda, accountS, reports, cuttings and cores, or other information n:Jative 10 the operation of the abovc-<lcscribed premises, which may be 
requcsu:d by the General Land Office, in add ilion to those hen: in expressly provided for. Lessee shal l have an electrical and/or radioactivity survey made on the 
bon:-holc section, from the bose of the surface casing to the total depth of well, of all wells drilled on the above described pn:mises and shall transmit a true copy of 
the log of each survey on each well to the General Land Office within fifteen ( 15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other mau:rials an: not filed in the General Land Office when 
due. The penalty for late filing shall be set by the Gencnal Land Office admint.trative rule which is effective on the date when the materials were due in the General 
Land Office. 

II. DRY HOLEICESSA TION OF PRODUCTION DURING PRIMARY TERM. If. during the primary u:rm hereof and prior 10 discovery and production 
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or 
gas from the leased pn:miscs such production then:ofshould cease from any cause, tht. lease shall not terminate If on or before the expiration of sixty (60) days from 
date of complction·of said dry hole or cessation of production Lessee commences additional drilling or rcworlcing operations thereon, or pays or tenders the next 
annual delay rental in the same manner as provided in this lease. If, during the last year o(the primary term or within sixty (60) days prior thereto, a dry hole be 
completed and abandoned, or the production of oil or gas should ceose for any cause, Lessee's rights shall n:main In full force and effect without further operations 
until the expiration of the primary term: and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this 
leosc by conducting additional drilling or reworlcing operations pursuant to Paragraph 13, using the expiration of the primary u:rm as the date of cessation of 
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed os a shut·in oil or gos well within the 
primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the 
expiration of sixty (60) days from the date of ~mplction of such shut·in oil or gas well and upon the failure to make such payment, this lease shall ipso facto 
terminate. !fat the expiration of the primary term or any time thereafter a shut·in oil or gas well is Jocau:d on the lcoscd premises. payments may be made in 
accordance with the shut-in provisions hereof. 

12. DRILLING AND REWOR.J<ING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or reworlcing operations thereon, this lease shall remain In force so long as operations on said well or for 
drilling or reworlcing of any additional well an: prosecuu:d in good faith and in-worlcmanlikc manner without inu:rruptions totaling mon: than sixty (60) days during 
any one such operation. and if they n:sult in the production of oil and/or gas, so long thcreaJ\er as oil and/or gos is produced in paying quantities from said land, or 
payment of shut-in oil or gas well royal ties or compensatory royalties Is made as provided in this lease. 

13. CESSATION. DRILLING. AND R.EWOR.J<ING. If. after the expiration of the primary term, production of oil or gos from the leased premisct, after 
once obtained, should cease from any cause, this lease shall not u:rminate if Lessee commcnoc.s additional drilling or n:worlclng operations within sixty (60) days 
after such cessation, and this lease shall remain In full force and effect for so long as such opcratlons ~ntinue in good faith and in worlcmanlil::e manner without 
interruptions totaling more than sixty (60) days. If such drilling or rcworlcing operations result in the production of oil or gas, the lease shall remain in full force and 
effect for so long as oil or gas is produced from the leased pn:mises In paying quantities or payment of shut-in oil or gos well royalties or payment of compensatory 
royalties is made as provided hcn:in or as provided by law. If the drill ing or n:worlcing operations result in the completion ofa well as a dry hole. the lease will not 
terminate if the Lessee ~mmcnccs additional drilling or n:working operations within sixty (60) days after the completion of the well as a dry hole. and this lease 
shoJI remain in effect so long as Lessee continues drilling or n:worlcing operations in good faith and in a worlcmartlikc manner without inu:rruptions totaling more 
than sixty (60) days. Lessee shall give written notice to the Gcner.ll Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragnph. "well" means any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. If, at any time aJ\er the expiration of the primary u:rm of a lease that, until being shut in, was being maintained in 
force and effect, a well capable of producing oil or gas In paying quantities is IOClltd on the leased pn:mises, but oil or gas is not being produced for Jack of suitable 
production facilities or Jack of a suitable market, then Lessee may pay as a shut· in oil or gas royalty an amount equal to double the annual n:ntal provided in the 
lease, but not less than S i ,200 a year for each well capable of producing oil or gas in paying quantities. If Pangraph 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 ($1.00) per acn:. To be effective, each initial shut-in oil or gas royalty 
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must be paid on or before: ( I) the expiration of the prii!W)' u:rm, (2) 60 days aller the Lessee ceases to produce oil or gas from the leased premises. or (3) 60 days 
aller Lessee completc.s a driJJlng or reworl:ing operation in accordance with the lease provisions; whichever date Is latest. Such payment shall be made one-half (112) 
to the Commissioner of the General Land Office and onc-half(l/2) to the owner of the soil. If the shut·in oil or gas royalty is paid, the lease shall be considered to be 
a producing lease and the payment shall cxt,nd 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, aller tha~ if no suitable production facilities or suitable market for the oil or gas cxisu. Lessee may extend the 
lease for four more successive periods of one (I) year by paying the same annount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and 
delivered in paying quantities from a weiiiOCAU:d within one thousand (I ,000) feet of the leased premises and completed in the same producing reservoir, or in any 
ea.se in which drainage is occurring. the right to continue to maintaln the ie&Se by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective 
for the remainder of the year for which the royalty has been paid. The Lessee may maintaln the lease for four more successive years by Lessee paying compensatory 
royalty at the royalty rate provided in the Jca.se of the market value of production from the well causing the drainage or which is compleu:d In the same producing 
reservoir and within one thousand (1,000) feCI of the leased premises. The compensatory royalty is to be paid monthly, one-half (112) to the Commissioner of the 
General Land Office and onc-half(l/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is 
produced from the well causing the drainage or that is compleu:d 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, Lcsscc shall pay an annount equal to the 
difference within thirtY (30) days from the end of the 12-month period. Compensatory royalty paymcnu which arc not timely paid will accrue penalty and interest in 
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset 
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissione(s written approval, the 
payment of compensatory royalties can suisfy the obligation to drill otrset wells. 

16. RET AfNED ACREAGE. Notwithstanding any provision of this lease co 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 nec:c"ary for the proper development of the leased pre miles and in merle: cling the production thereon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the cxriration date of the primary or extended term it shall then terminate 
as to all of the leased premises, EXCEPT (I) 40 acres surrounding each oil well capable of producmg in paying quantities and 320 acres surrounding each gas well 
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in 
continuous dril ling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151 -
52.153, 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 successor agency, or other governmental authority having jurisdiction. If at any time aller the effecti ve 
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells lOCAted thereon are reclassified so that Jess acreage is 
thereafter allocated to said well or wells for production purposes, this lease shal l thereupon terminate as to al l acreage not thereafter al located to said well or wells for 
production purposes. Notwithstanding the terminat ion of this lease as 10 a ponion of the lands covered hereby, Lessee shal l nevenhdess continue to have the right of 
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph I hereof, together with ease menu and righU-<If-way for existing 
roads, existing pipelines and other existing facilities on, over and across al l the lands described in Paragraph I hcreof ("thc retamed lands' ), for access to and from the 
retained lands and for the gathering or uan.sponation of oil, gas and other miner2ls produced from the retalncd lands. 

fBjiJQRfi!Qiffi'd:. ludiC Cltiil dtis lease is iu fvttc a11d effect tAO tij )CWS it."xi dtt cxpiiUbOii da!c ofdiC ptiiiiW) 01 cxtcudcd tCIIII idho<IJ fwd ttl 
Uqp'u • acto a'l d tpi~U "' hi' I 100 ru t lniB llstt telel ~ tptJz ~r-i lh~ ffteni, I:Au • ., .. , ., ih,u.s·) iA auh ell luau~ en llil&:&e :etein:d in Pmag.uuph 16 (1\ ) 
abo•c. unless oa 01 btf4:t ttTo (2:) ) CWS a:ftca the p:haw; 01 extended tc:m beJ3eo p8)3 M am tntrtl e~wiJ te eftt h~f (IQ) efll'le he '*' eP'i£irtal l) peb~ ae 
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(C) IDENTIFICATION AND FlUNG. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with 
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirtY (30) days after partial 
termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or 
depths not retained hereunder. The recorded release. or a cenificd copy of same, shall be tiled in the Gencr21 Land Office, accompanied by the filing fcc 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 releases 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 and/or 
depths 10 ~ released hereunder 1111d record lUCh iruU\Imcnt at lclScc's c~peruc in Lhc county or counties whert: the lease is located 1111d in the official records of the 
General Land Office and such designation shall be binding upon Lessee for all purposes. 

17. OFFSE.T WELLS. Neither the bonus, delay rentals, nor royaltles paid, or to be paid, under this lease shall re lieve Lessee of his obligation to protect 
the oil and gas under the above-described land from being drained. Lessee, sublessee. receiver or other agent in contrOl of the leased premises shall drill as many 
wells as the facu may justify and shall usc appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
addition. if oil and/or gas should be produced in commercial quantities within I ,000 feet of the leased premises, or in any ease where the leased premises is being 
drained by production of oil or gas, the Lessee, sublessee, 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 I ,000 feet of the leased premises stan producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the owne.r of the 
soil's agency righU to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his wrincn approval may the payment of 
compensatory royalty under applicable swutory parannetcrs satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, aller a good faith effon. Lessee is prcvcnt<:d from complying with any express or implied covenant of this lease, from 
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riou, strikes, acu 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 to comply with such covcnanu; additionally, this lease shall be cxt<:nded while Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from producing oil or gaJ from the leased premises. However, nothing in this paragraph shall suspend the 
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil 
or gas. 
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19. WARRANTY CLAUSE. The owner oflhc soil warranu and agrees to defend title to !he leased premises. If !he owner oflhe soil defaulu in 
paymcnu owed on !he leased premises, !hen Lessee may redeem lhe righu oflhe owner of lh~ soil in lhe leased premises by paying any mortgage,wes or olher liens 
on lhc leased premises. If Lessee mlll:es paymenu on behalf of the owner of the soil under thts paragraph, Lessee may recover the cost of these paymcnu from the 
rental and royalties due lhe owner oflhe soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. lflhe owner oflhc soil owns less than lhe entire undivided surface estate in the above 
described land, whether or not Lessee's interest is specified herein. !hen lhc royalties and rental herein provided to be paid to lhe owner oflhe soil shall be paid to him 
in the proportion which his Interest bean to the entire undivided surface estate and lhe 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 L<5see adjusu the royalty or rental due to lhe Commissioner of 
lhe General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a wrinen Statement which explains lhe 
discrepancy between lhe Interest purportedly leased under this lease and the actual Interest owned by the owner oflhe soil. The Commissioner of the General Land 
Office shall be paid the value oflhe whole production allocable to any undivided Interest not covered by a lease. less lhe proportionate development and producrion 
cost allocable to such undivided intercsL However, in no event shall !he Commissioner of the General Land Offiee receive as a royalty on the gross production 
allocable to the undivided In terest not leased an amount less than the value of one-slxteenlh (Ill 6) of such gross production. 

(D) REDUCTION OF PAYMEl'ITS. If, during tne primary term, a portion oflhc land covered by this lease is included wilhin the boundaries 
of a pooled unit that has been approved by lhe School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.15 1·52.1 S4. or 
if, at any time afler the expintion of the primary term or the extended term. this lease coven a lesser number of acres !han the total amount described herein, 
paymenu that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, re leased, surrendered, or olherwise severed, so that 
paymenu determined on a per acre basis under lhe terms of this lease during the primary term shall be calculated based upon the number of acres ouuidc the 
boundaries of a pooled uni~ or, if after lhc expintion 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 foropentions under !his lease except wa1er from wells or 
tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suit.able for livestock or irrigation purposes for watcrflood opentions 
wilhout lhe prior consent of the owner of the soil. 

22. AUTI-IORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by iu operations to all personal property, improvemenu, 
livestock and crops on said land. 

23. PIPELINE DEPTI-1. When requested by the owner of the soil , Lessee shall bury iu pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled nean:r than two hundred (200) feet to any house or barn now on said premises wi thout the 
wrinen consent of the owner of the soli. 

2S. POLLUTION. In developing this an: a. Lessee shall use lhe highest degree of care and all proper safeguards to prevent pollution. Wilhout limiting the 
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent 
spillage, seepage or around wat•r contaminalion. In lhe event of pollution, Lessee shall we all means at iu disposal to recapture all escaped hydrocarbons or other 
pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and maintain fences around iu slush, sump, and drainage piu 
and tank baneries so as to protect livestock against lou, damage or Injury; and upon completion or abandonment of any well or wells, Lessec shall fill and level all 
slush piu and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said 
premises free of all rubbish, cans, bonles, paper cups or garbage, and upon completion of opera! ions shall restore the surface of the land to as near iu original 
condition and contours as Is pnetieable. Tanks and equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations In this paragnph, Lessee shall have the right to remove machinery and fixtures placed by 
Lessee on the leased premises, including the right to draw and remove easing, wilhin one hundred twenty (120) days aflcr the expintion or the termination of this 
lease unless the owner of lhe soil gnnu Lessee an extension of this 120-<lly period. However, Lessee may not remove easing from any well capable of produeins oil 
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until aflcr thirty (30) days written notice to the Commissioner of the General 
Land Office and to lhe owner oflhe soil. The owner oflhe soil shall become lhe owner of any machinery, fixtures, or casing which an: not timely removed by Lessee 
under the terms of !his paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained In this paragnph and Paragraph 29 oflhis lease, lhe righu and estates of eilher party to !his 
lease may be assigned, In whole or In p~ and the provisions of !his lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors 
and assigns. However, a change or division In ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the righu, privileges 
and estates of Lessee, Impair lhe 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 allcr the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Lessee wilh satlsfacrory written evidence of lhe change in ownenhip, including the original recorded munlmenu of title (or a 
cenified copy of such original) when lhc ownership changed because of 1 conveyance. A total or partial assignment of this lease shall, to lhe extent of the interest 
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease Is assigned In iu entirety as to only part oflhe acreage, the right and 
option to pay rentals shall be apportioned as between the severai ownen ntably, according to the an: a of each, and failure by one or more of them to pay his share of 
the rental shall not affect this lease on the part of the land upon which pro rata rentals arc timely pald or tendered; however, iflhe assignor or assignee does not file a 
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall t<rminate for failure to pay the entire rental due 
under P11agnph 3. Every assignee shall succeed to all righu and be subjecrto ali obligations, liabilities, and penalties owed to the State by the original lessee or any 
prtor assignee oflhe lco.sc, including any liabilities to the State for unpaid royalties. 

(D) ASSIGNMENT LIMITATION. Notwilhstanding any provision In Pangraph 27(a), iflhe Owner of the soil acquires lhls lease In whole or in pan by 
assignment without !he prior written approval of the Commissioner oflhe Gcnerai Land Office. thiJ lease is void as of the time of assignment and the agency po"'er 
oflhe owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to lhe owner of the soil if the assignee is: 

(I) a nominee of the owner of the soil; 
(2) 1 corporation or subsidiary in which lhe owner of the soil is a principal stoCkholder or Is an employee of such 1 corporation or subsidoary; 
(3) a partnership in which the owner of the soil is a partner or Is an employee of such a partnership; 
(4) a principal stockholder or employee of the corpontion which is the owner oflhe soil; 
(S) a partner or employee in a partnership which is the owner of the soil; 
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(6) a fiduciary for the owner of the soil: including but not limited to a guardian, truStee, executor, adminisuator. receiver. or conservator for the 
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 paragnph and Paragnph 29, Lessee may at any time execute and deliver to the owner of the soil 
and place of record a release or releases covering any portion or ponions of the leased premises, and thereby surrender this lease as to such ponion or portions, and be 

rel ieved of all subsequent obligations as to acreage surrendered. I( any pan of this lease is properly surrendered, the delay rental due under this lease shall be reduced 
by the proponion that the surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender, however, such release will 
not relieve Lessee ofo.ny liabilities which may have accrued under this lease prior to the sum:nder of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If al l or any pan of this lease is assigned or released, such assignment or release mwt 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, mwt be filed in the General Land Office within 90 days of the last execution date aecompanied 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 peruining to the lease of the above-described land have been included in this instrument. including the 
statement of the uue consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral agreements concerning the 
development of oil and gas from the leased premises which are not contained in this lease render this lease invalid. 

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and mwt 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 
inltrcsts 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thiny days after it becomes due, or if Lessee or an authorized 
agent should knowingly make any false n:tum 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 requin:d by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail to file repons in the manner 
required by law or fail to comply with rules and regulations promulgotcd by the General Land Office, the School Land Board, or the Railroad Commission, or if 
Lessee should refuse the proper authority aceelS to the records pertaining to operations. or if Lessee or an authorized agent should knowingly foil or refwe 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 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 suffleien~y informed of the faets which authorize a 
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Rel inquishment Atl However, nothing herein shall be construed as 
waiving the automatic termination of this lease by operation oflaw 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. 

33. LIEN. In accordance with Texas Natural Resources Code S2.136, the State shall have a first lien upon all oil and gas produced from the area covered 
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By ac:.:eplatlce of this lease, Le5See grants the 
State, in addition to the lien provided by Texas Natural Resources Code S2.136 and any other applicable starutory lien, an express contracrual 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 sale of such leased minerals, whether such 
proceeds are held by Lessee or by a third pany, 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 secun: 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 n:ason 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 coun proceedings in the manner provided in the Ti~e I, Chapter 9 of the Texas Bwiness and Commerce Code. Le5See agrees that the 
Commissioner may requin: Lessee to execute and n:cord such Instruments as may be n:asonably necessary to aelcnowledge, attach or perfect this lien. Le5Sce hereby 
represents that there are no prior or superior liens arising from and relating to Le5See's activities upon the above-described propeny or from Lessee's acquisition of 
this lease. Should the Commissioner at any time determine that this representation is not tnJe, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLfNG. Lessee Is hereby granted the right to pool or unitize the royalty inten:st of the owner of the soil under this lease with any other leasehold 
or mineral intereSt Cor the explor.otion, development and production of oil or gas or either of them upon the same l<rrns 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 Stale under this lease pursuant to Texas Natural Resources 
Code Sl. ISI-Sl. IS3. The owner of the soil agrees that the inclwion of this provision in this iease satisfies the execution requirements Staled In Texas Natural 
Resources Code S2.1 S2. 

3S. INDEMNITY. Lessee hereby releases and discharges the State of Text.s aEd the owner of the soil, their officer1, employees, par1ner1, 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 harm, for which n:covery of damages Is sough~ including, but not limited 10, all losses and expenses which are cawed by the 
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or n:sulting from. the operations of or for Lessee on the leased premises 
hereunder, or !hat may arise out or or be occasioned by Le5Sce's breach of any of the 1<rms or provisions of this Agreement, or by any other negligent or slric~y liable 
act or omission of Lessee. Further, Le5See 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 sueeesson or assigns, against any and all claims, liabilities, losses, dama&es, actions, personal injury {including death), 
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, conuact, or strict liability, including attorneys' fees and 
other legal expenses, including those related to environmental haurds. on the leased pn:mises or in any way n:lated to Le5See's failure to comply with any and all 
environmental laws; those arising from or in any way related co Lessee's operauons or any other of Lessee's activities on the leased premises; those arising from 
Lessee's we 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 om is~ ion of Les.scc, its directors, officcn. employees, pa.nncrs, agents, eontractors, subcontractors, guests, invitees, and their respective 
successors and assigns. Each assignee of this Agreement. or an interest then:in. agrees to be liable for, exone.rate, 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 COMcction with lhc activities of Lessee, its officers. 
employees, and agents u described above. E.XCEPT AS OTIIERWISE EXPRESSLY LIMITED II ERE IN, ALL OFTIU: INDE!IINITY OBLIGATIONS 
AND\OR LIABILITIES ASSUMED UNDER TI-lE TERMS OF TillS AGREEMENT SHALL BE WTn!OUT LIMITS AND WTn!OUT REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLUDING PR£-E.XISTING CO,..,'DmONS), STRlCT LIABILITY, OR TilE NEGLIGENCE OF ANY PARTY 
OR PARTIES (INCLUDING TilE NEGLIGENCE OF THE INDEI'INIFIED PARTY), WHETiiER SUOi NEGLIGENCE BE SOLE, JOINT, 
CONCURRENT. ACTIVE, OR PASSIVE. 
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36. ENVIRONMENTAL HAZARDS. l..c.sscc shall usc the highest degree of care and all reasonable safeguards 10 prevent contamination or pollution of 
any cnvironmcnlal medium. including soil. surface wat<rt, groundwater, sediments. and surface or subsurface strata. ambient air or any other cnvironmcnlal medium 
in. on. or under, the leased premises. by any wiSlc, pollutant. 0t conwninanl U=c shall not bring or pennitto remain on the leased prcmi~ any asbestos 
containing male rials. explosives. toxic materials, or substances regulated as haurdous wastes, hazardous materials, hazardous substances (as the tcnn "Haurdous 
Substance" is defined in the Comprehensive Environmcnlal Response, Compensation and Liability Act (CERCLA). 42 U.S.C. Sections 9601, ct seq.). or toxic 
substances under any federal, state, or local law or regulation ("Hazardous Materials"), except ordinary products commonly used in coMection with oil and gas 
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLA TTON OF TilE FOREGOING PROHIBmON 
SHAll CONSTITUTE A MATERIAL BREAO{ AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY,IIOLD HARMLESS AND 
DEFEND TJ{E STATE OF TEXAS AND TI!E OWNER OF TilE SOlL FROM AND AGAINST ANY CLAIMS, DAMAG ES. JUDGMENTS. PENALTIES. 
LIA BILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF Til£ FOREGOING PROIIIBmON OR (II) TI!E PRESENCE. RELEASE. OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON. 
UNDER. OR ABOUT TI~E LEASED PREMISES DURING LESSEE'S OCCUPANCY OR COl'<IROL OF Tl{£ LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER COIITAMlNATION AND DMIAG£ CAUSED BY Til £ 
PRESE.'ICE OR RELEASE OF ANY HAZARDOUS MATERIAlS IN, ON, UNDER. OR ABOUT TI!E LEASED PRE~IISES DURING LESSEE'S 
OCCUPANCY OF TI!E LEASED PREMISES IN CONFORJ\1ANCE Wml TI!E REQUlREMEr-ITS OF APPLICABLE LAW. TI!IS 
INDEMNIFICATION AND ASSUMPTION StiALLAPPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUAI'o'T TO CERCLA OR ANY OTIIER ENVIRONMENTAL LAW OR REGULA TTON. LESSEE SIIALL IMMEDIATELY GIVE Til£ STATE OF 
TEXAS AND TI{E OWNER OFTI!E SO!L WRilTEN NOTICE OF ANY BREAOI OR SUSPECTED BREACH OF TillS PARAGRAPH, UPON 
LEARNING OF TilE PRESENCE OF ANY I!AZ.ARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO IIAZARDOUS ~IATERIALS WIIJOI ~lAY AFFECT TilE LEASED PREMISES. THE OBLIGATIONS OF LESSEE 
HEREUNDER SIIALL SURVIVE TI!E EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON. OF TillS 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 not confonn to these statutes, the statutes will 
prevail over any nonconforming lease provisions. 

38. EXECUTlON. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record '" the county records and in the 
General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satosfied, the etfccuve date of this lease shall 
be the date found on Page I. 

39. LEASE FILING Pu.,uontlO Chapter 9 of the Texas Business and Commer<:e Code, this lease must be filed of record in the office of the County 
Clerk in any county in which al l or any pan of the leased premises is located. and certified copies !hereof must be foled in the General Land Office. This lease is not 
effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Office in accordance with 
Texas Natural Resourecs Code 52. 183 Additionally. this lease shall not be binding upon the Swc unless it reeues the actual and w e consideration paid or promised 
for exccuuon of this lease. The bonus due the State and the prescribed filing fcc shall accompany such certified copy to the General Land Office 

BY: CEAY JOHNSON 

T!TLE: ____ -.,-,.-.,.......-------

DATE:_~~-0:'-'-V.-'-~-w ___ _ 

STATE OF TEXAS 

BY:-:-:----::---:-----:----:--::-- -:::- --­
Individuolly and as agent for the State ofTcxas 

Date: ________________ --: 

J, 

STATE OF TEXAS 

BY: 
lndi'"'vi:-;d-ual-::-ly-an--:d-as-ag-e-n-t f<:-o-r -:-th-e-::S:-ta-te-o'"'f::T:-c-x_as ____ _ 

sepa r te p r operty 
Date: _ _____________ __ -:-

STATE OF TEXAS 

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

Date: ________________ _ 
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STATE OF ____________________ __ (CORPORATION ACKNOWLEDGMENl) 

CO~ OF ________________ __ 

BEFORE ME, the undenlgned authority, on this day pononally eppoarod, ________________________ _ __ 

known 10 me 10 be the ponon whose name is subscribed 10 the forogolng Instrument. es. _____________________ ,of 

-:--c-----:----:-:--:--,c--:----:--:--:-----:-----c----:---;--:---:-;--;--;:--;-;-'and ecknowledged 10 me the! he executed the semc 
for the purposes and consldenuion !heroin expressed, in the cepatity s1a1ed, andes the eel and deed of said corporation. 

Given under my hand and seal of office this the. _______ .day or _____________ __. 19 ___ . 

Nolary Public in and for-------------

STATE OF ____________________ _ (CORPORATION ACKNOWLEDGMENl) 

CO~ OF __________________ __ 

BEFORE ME, the undersigned authoril)', on this day porsonally appcarod _________________________________ _ 

known 10 me 10 be the person whose neme is subscribed 10 the foregoing instrument. es ___________________________ ,of 

-:--:------,-------,-,--,---:--:----:--:--:----:---:-----,--:----,-;--:--:---:-:'-and acknowledged 10 me that he excculed the seme 
for the purposes and consideration !heroin expressed, in the capacity slaled. and es the ael and deed of said corporation. 

Given under my hand and seal of office this the _______ ,day of ___________ __, 19 ___ . 

STATEOF _ _,=r:===:~"'~"""--'-------­
CO~OF_~~~~R~·ceL&~~)~-----

Nolary Public in and for------------

(INDIVIDUAL ACKNOWLEDGMENl) 

Before me, the undersigned authoril)', on this day porsonally appoarod Jeri Smith Me A 1 Pine , 
dealin~ in h er sole a nd separte property 

known 10 me 10 be the porsons whose nemcs aro subscribed 10 the foregoing instrument. and acknowledged 10 me that they executed the same for the purposes and 
c.onsidcr&tion therein expressed. 

f'OLLVc KINGSiON 
No·ory Public 
Slc'e of Texas 

~·~ · 'r· Co:-rm'ssio:'l E.xc!res 

STATEOF~~~~=.~~"-~~~~•J-u.ly-2•8_ . • 200~1~~--~ (INDIVIDUAL ACKNOWLEDGMENl) 

Beforo me, the undersigned authoril)', on this day personally appoarod. ____ _::(_::::...:..l ..::~~~.\--\::..::O:.M~u....::S~Cl~V\_J..... ___ __ __ 
known 10 me 10 be the porsons whose nemes arc subscribed 10 the foregoing Instrument. and acknowledged 10 me thai they executed the same for the purposes and 
consideration therein expressed. 

Given under my hand and seal of office this thc, ___ ....:3=--:\:.._ ___ day of t'Yl ~ . 19__,.9g,_____ 
~~ 
Nolllry Public in and for ~U-6" 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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EXHIBIT II A ... 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED MAY 
II, 1998, BY AND BETWEEN JERI SMITH MCALPINE AS LESSOR, AND CLAY JOHNSON, AS 
LESSEE, AND COVERING THE E/2 OF SECTION 35, BLOCK 56, PUBLIC SCHOOL LAND 

SURVEY, REEVES COUNTY, TEXAS. 

40. Notwithstanding anything to the contrary indicated in Paragraph Three (3) herein this Lease for 
all purposes shall be considered a fully Paid-Up Oil & Gas Lease. Said Delay Rentals have been paid in 
full with the Bonus Consideration tendered herein . Delay Rental payment was based on a $1.00 per net 
mineral acre per year for Four (4) Years. Concluding a $4.00 per acre Pd-Up Rental Payment was made 
in advance fo r the Four (4) Year Period on the net mineral acres indicated in this Lease. 

CERTIFIED TRUE AND C 
STATE OF TEXAS ORRECT COPY CERTIFICATE 
COUNTY OF REEVES 
The. above and foregoing is a full I 
ongmal record now '" my lawful' c~~c:;;.d correct photographiC copy of the 
flfed/rec~rded J1l the publiC records ol and posSess•on, as lhe sa~ 
PAG~ THRU ~ 4_ my olfice. found 11 VOL. S .c::z 
~~--, ... ., 
~ :t E "'~\ f hereby cerllfied on &.:: /_/-9£ 

f::: ~j DIANNE 0. FLOREZ, COUNTY CLERK 
~¥ REEVES COUNTY, TEXAS 

o BYU6L7>20:2« c2~ 
([ DEPUTY 

FILE NO. 1614 
'.NY PROV!SfOIJ HEiltfll YiHICH RESTRICT~ Tt'E $'.~ RWUJ.. 
!JR US£ i)f Ill[ ~(~(Q'!J! ~· D'J.> PW :;;·,, ,·: ~~ '"'Or C;..tOS 
(qllt.•~EI~''I.I,tJr '•Qii ::~t.rc·,~r. • <;.t','(p.rru ' ' l · 
I.A·.' - ' -

FilED FOR RECORD ON THE. _ _ ....:9:....::TH::.!:!...=-..___ DAY OF JUNE -----!~~----A.D. 1998 AT 10 : 24 AM 

DULY .RECORDED ON THE 1OTH _ 

BY&au)uu /t/2/L. 
DAY OF JUNE 2 00 ----..:~~----A.D . 1998 AT : P M 

DEPUTY DIANNE o. FLOREZ. COUNTY CLERK 

REEVES COUNTY • TEXAS 

~I I> ·-
True and Correct 

copy of 
Original filed in 
Reeves County 
Clerks Office 
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General Laod Office 
Relinquish mot Ac:t Lease Form 
Revised, September 1997 

Paid-Up 
OIL AND GAS LEASE 

TinS AGREEMENT is made and entered into this 11 day of MaY 19 ___2_!L between the Stat.e of Texas, acting by and through its 
~en~·----~T~~==m=m~y~~J~o~G~r~e~em==a~n~,~d~e~a~l~l~n~q~~i~n~~h~e~r~s~o~1~e~a~n~d~s~e~p~a~r~a~t~e~p~r~o~p~e~r~t~y ______ __ 
----------------------------------------~of Box 8 , Toyah, TX 79785 
---------------------:-:::---=----:-:~-:------------------'said agent 

(Give Permanent Address) 
herein referred to as the owner of the soil (whether one or more), and. ___ "'"~Cr?L"A"'"Y"'TT"J::-::O::-HN;---.S-;-O~N-.--...,.~..--=---,.,""'..----

203 West Wall , Suite 800 
Midland TX 79701 

X~ 

(Give Permanent Address) 
hereinafter called Lessee. 

I. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid., kept and performed by 
Lessee under this lease, the State of Texas acting by and through the owner of the soil. hereby grants, leases and lets unto Lessee, for the sole and only purpose of 
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other structures 
thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands situated in Reeves County, State 
ofTexas, to-wit: 

E / 2 o f Sectio n 35 , Block 56, Public Scho ol Land Survey 

confR'!i"!.--...:3:;..2:::::.....:0 _ __ acres, more or Jess. The bonus consideration paid for this lease is as follows: 
••• 
•••• • • • •• • 
• 

•••• • • •••• 
•• •• • • • . 

• 

To theState ofTexas:One Thousand Fou r Hundred Thi rty N ine and 91/100------
Dollars (S 1 , 4 3 9 • 9 1 ) 

Tothe owner ofthesoii :One Thousand Four Hundred Thi rt y N ine and 91/100-----
Dollars (S 1 , 4 3 9 • 91 ) 

Totalbonusconsideration: Two Thousand E ight Hundred Seventy N i ne and 82/100--
Dollars (S 2 , 8 7 9 • 8 2 ) 

• •• 
_n_~_~_W_~_n_us_co_ns_i_de_ratJ_·o_n_p_ai_d_re_p_res_en_ts_a_boO:~:[-:(S,_---;.~~~:-'~"-6~6:--'F......,.o'""u~r"":)-pe_..a....,rn .... ac ... ~-._,oO...._n~g~§;-:'-§~3~§:---;-e-~-a~-r~-s-~----__;-..:.-'-'-=-=--=-~-

2. TERM. Subject to the other provisions in this leas~. this lease shall be for a term of Five ( 5 ) Yea r S from 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. 
As 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 of pocket operational expenses for the six months last past. 

* See Exhib it "A" attac hed f o r Pd-Up Delay Rental provisio n sho wn as Pa~agraph #40 

at or its successors (which shall continue as the depository regardless of c in the ownership of 
said land), the amount specific w; in addition. Lessee shall pay or tender to the COMMJSSIONER OF TifE GENERAL CE OF THE STATE OF 
TEXAS, AT AUSTIN, TEXAS, a likes or before said date. Payments under this p~h shall operate as a rental 
the commencement of a well for one (1) year frO · d date. Payments under this paragraph shall be in the follow· 

To the owner of the soil:. ______ ......:::::.....,=-------::r~--:------------------
Dollars (S ___________ ~......,--:;:1""'""=------' 

TotheStateofTexas: ____________________ ~~~:::......~--------~----------------------------------
Dollars (S _______________ ---::,........,:::::......--------==......_~---J 

TotaiRentai:~=------------~~~----------------------~~~--------------------------------Dollars (S _______ -c::::>"""""e:::::::.. _______________________ ___.J 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



4. PRODUcnON ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half(l/2) of the royalty 
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-hal f ( 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 form at the mouth of the well and also as all 
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run thro ugh a separator or other equipment, as hereinafter provided, shall be 

3 I 16 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 determined by l) :he ::ig.'lcst j>C.; t;::! price, jjl<:.i p;-c;;JiUr.l, 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 marli:et 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 
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 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 separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined 
as o il 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 3 I 16 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 marli:et price paid or offered for gas of comparable quality 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 
in me.asuring the gas under this lease shall not at 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 3/16 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 shal l be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on tiny percent (SO%), or that percent accruing \o Lessee, whichever is the greater, of 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 tiny percent (50%) or 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third 
party, the highest percent then being specified in 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 average gross selling price for the respective grades ofliquid hydrocarbons), 
whi~~~et,,. i'$ the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not 
been fl"' ssed. 

0 • 0 
•• 0 

• (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) 
whetilif~id gas be "casinghead," "dry," or any other gas, by fractionating, burning or any other processing shall be 3116 part of the 
gro~w"~.tction of such products, or the marli:et value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such market 
valy~ to.~ 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 
ba$ 1M ~ct average gross sale price of each product for the same month in which such products arc produced; whichever is the greater. 

• • •• S. MINIM UM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royal ties 
pa~.'!ld~rothis lease in no event shall be less than an amount equal to the total armual delay rental herein provided; otherwise, 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 armual rental less the amount of royalties paid during the 
preceding year. If Paragraph 3 of this lease does 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 acre. 

6. ROYALTY 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 holder 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 shal l 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. 

7. NO DEDUcnONS. Lessee agrees that all royalties accru ing 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 related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shal l be payable on any gas as may represent this lease's propon ionate 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. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the 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 fonh in the Texas Register. Rules currently provide that royalty on oil is due 
and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production. and royalty on gas is due and 
must be received in the General Land Office on or before the 15th day of the second month sueeeeding the month of production, accompanied by the affidavit of the 
owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposition of 
all o il and gas produced and the market value of the oi l and gas. together with a copy of all documents, records or repons confirming the gross production, disposition 



and market value including gas meter readings, pipeline rccc:ipts, gas line rccc:ipts and other checlcs or memoranda of amount produced and put into pipelines, tanks, 
or pools and gas Jines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and 
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be 
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being 
paid on each lease. If Lessee pays his royalty on or before thirty (30) days afu:r the royalty payment was due, then Lessee owes a penalty of5% on the royalty or 
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. 
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which arc not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is 
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as 
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law 
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of 
the royalty or to that portion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTIIER RECORDS. Lessee shall annually furnish the Commissionerofthe General Land Office with 
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under 
which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after entering into or making such contracts, 
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General land Office unless 
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said 
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and 
examination by the Commissioner of the General land Office, the Atto rney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such 
written notice to the General land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion reports and 
plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or 
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other governmental 
agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of 
identifying wells, tank batteries or other associated improvements to the land must also include the word "State. • Lessee shall supply the General Land Office with 
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be 
requested by the General land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the 
bore-hole section, from the base of the surface casing to the total depth ofwell, of all wells drilled on the above described premises and shall transmit a true copy of 
the log of each survey on each well to the General Land Office within fifteen (15) days after the making of said survey . 

• 00 

• • • 
o • • (C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not fil ed in the General Land Office when 

due• o~nalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in the General 
Lan~ .. Fr.oe . 

• 
• • o • II . DRY HOLEICESSA TION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production 

of oil 4.11 als on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or 
gu froVlolhe leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from 
dale Iff ~ftlpletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next 
annu~ delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be 
CQITlpl~ and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations 
url'tiJ~c-.~piration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this 
lease by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of 
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the 
expiration of sixty (60) days from the date of completion of such shut-in o il or gas well and upon the failure to make such payment, this lease shall ipso facto 
terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in 
accordance with the shut-in provisions hereof. 

12. DRILLJNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said well or for 
drilling or reworking of any additional well are prosecuted in good faith and in· workmanlike manner without interruptions totaling more than sixty (60) days during 
any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or 
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, afu:r the expiration of the primary term, production of oil or gas from the leased premises, after 
once obtained, should cease from any cause, lhis lease shal l not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days 
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in workmanlike manner without 
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and 
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by law. If the drilling o r reworking operations result in the completion of a well as a dry hole, the lease will not 
terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease 
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more 
than sixty (60) days. Lessee shall give written no tice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in 
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but o il or gas is not being produced for lack of suitable 
production facilities o r lack of a suitable market, then Lessee may pay as a shut-in o il or gas royalty an amount equal to double the annual rental provided in the 
lease, but not less than Sl ,200 a year for each well capable of producing o il or gas in paying quantities. 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 (SI.OO) per acre. To be effective each initial sf'l'li~OMffcJW~ t 

~~ ~ c 
t:-~~~- copy of 
• • Original fi led in 
"$~ ".. R C ~ .. ~$ ·-=',- eeves ounty 

Clerks Office 



must be paid on or before: (I) the expiration of the primary tenn, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days 
after Lessee completes a drilling or reworldng operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (112) 
to the Commissioner of the General Land Office and one-half(l/2) 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 
tease 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. 

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment oflhc shuL-in oil ur g~ 1oyalty, uii or gas is sold and 
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any 
ease in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective 
for the remainder of the year for which the royalty has been pa.id. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory 
royalty at the royalty rate provided in the lease of the market 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 compensatory royalty is to be paid monthly, onc-half(l/2) to the Commissioner of the 
General Land Office and one-half ( 112) to the owner of the soil, beginning on or before the last day of 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 produc ing 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, Lessee shall pay an amount equal to the 
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in 
accordance wilh Paragraph 9 of this lease. None ofthese provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset 
wells as provided in Texas Natural Resources Code 52.173; 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) years after the exriration date of the primary or extended term it shall then terminate 
as to all of the leased premises, EXCEPT (I) 40 acres surrounding each oil well capable of producmg in paying quantities and 320 acres surrounding each gas well 
capable of producing in paying quantities (including a shut-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 52.15 1-
52.153, 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 oflhe Railroad Commission of Texas, or any successor agency, o r olher governmental authority having jurisdiction. !fat any time after the effective 
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon arc reclassified so that less acreage is 
thereaftor.e.Jlocated 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 
pro~IIIC~¥15 purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby. Lessee shall nevertheless continue to have the right of 
ingrei•IOoand egress from the lands st ill subject to this lease for all purposes described in Paragraph I hereof, together with casements and rights-of-way for existing 
roaa-~~isCng pipel ines and other existing facilities on, over and across all the lands described in Paragraph I hereof ("the retained lands"), for access to and from the 
retainq,:ilands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands . 

•••• 
, • li e • ~) IIOR£0~1TAL. 111 lite eo e111 !hi3 lee3e il ill feree &Ad e!feet P.'<'B (;!) yeBP.i after tile eKpi.ratieR date eftlle pFim~· er enteR lied teAR it shell ~l!r'Jier 

• te1 ;;n~r;e3 to ell depth! belo" 199 feet belo" the total depth drilled ~erein~~fter "aeeper deJ!Ilts") iR eaeh "'ellleellfea e11 eereege reEfli11e6 i11 Pl!letrBJ'h 16 (A) 
rat· .. wt*&& 9R er IIefer• 1>1'9 (:!) ye&Ri aft•r !he J!RRI~' Bf llitiR~eiiiiRR be&&ll pa~·& aR a.JI:I911RI cqualle 9RI ~alf(l Q) eflheii9Rii& eFigiRally paid 1118 

&IIR&i~·~ali9R re~ this Inn (ali &pllliiled 9R page I heree~. lfSIIIiR aRIBIIAI i& paid, Ill is Inn &Rail be iA fg~;· aRd IIItiil a& 19 &IIIlA liii)!IF lil)!tM. llfUisai8 I 
''JZIIiA\'~BR shall lie ilelayeil fer &II adEiitieR&l J!lfied efwte (l) )'la.Ri aRII&e IBASilioFCa.tlcr a~: eil er su is pn~duccd iR pay iRS qYantitil£ li:lllf! &YiiR dnpe~ deplhs 
w•;~:~~j tlai3)Ce3C. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with 
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial 
termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description 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 fai ls or refuses to execute and record such release or releases 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 wrin.en instrument the acreage and/or 
depths to be released hereunder and record such instrument 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 WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect 
the oil and gas under the above-described land from being drained. Lessee, sublessee. 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 to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
addition, if oil and/or gas should be produced in commercial quantities within I ,000 feet of the leased premises, or in any ease where the leased premises is being 
drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well o r 
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 quantities and shall prosecute such drilling with diligence. Failure to satisfy the starutory offset obligation may subject this lease and the owner of the 
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable starutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MNEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from 
conducting drilling operations on the leased premises. or from producing oil or gas from the leased premises by 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 shal l be suspended and Lessee 
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from producing oi l or gas from the leased premises. However, nothing in this paragraph shall suspend the 
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil 
or gas. 
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend 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 mongage, taxes or other liens 
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph. Lessee may recover the cost of these payments from the 
rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soi l owns less than the entire undivided surface estate in the above 
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be pald to the owner of the soil shal l be paid to 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 o f 
the General Land Office. Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the 
discrepancy between the interest pwportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land 
Office shall be pald the val ue of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production 
cost allocable to such undivided interest. 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 Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.15 1-52.1 54, 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 the total amount described herein. 
payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that 
payments determined on a 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 usc potable water or water suitable for livestock or irrigation pwposes for waterflood operations 
without the prior consent of the owner of the soil. 

22. AliTHORIZED 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 DEPTH. When requested by the owner of the soil , Lessee shall bury its pipelines below plow depth. 

24. WELL LOCATION LIMlT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on sald premises without the 
writtCJl c;.o.nsent of the owner of the soil. 

• • • • •• 25. POLLUTION. In developing this area. Lessee shall usc the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
forogor~7 rollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent 
spilla"g~. seepage or ground wat~r contamination. In the event of pollution, Lessee shall usc all means at its disposal to recapture all escaped hydrocarbons or other 
polluw11 and shall be responsible for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits 
an~ tan~ 8aneries so as 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"P.fs"and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said 
prell,~ ~e 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 
corfditiorfand contours as is practicable. Tanks and equipment will be kept painted and presentable . 

• 
Z • •• )6. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by 

Lesste M the leased premises, including the right to draw and remove casing, within one hundred twenty ( 120) days after the expiration or the termination o f this 
lease unless the 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 gas in paying quantities. Additionally, Lessee may not draw and remove casing unti l 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 no t timely removed by Lessee 
under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either pany to this 
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors 
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 elTectiveness 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 after the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Lessee 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 a conveyance. A total or partial assignment of this lease shall, to the extent of the interest 
assigned, relieve and discharge Lessee of all 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 fa ilure by one or more of them to pay his share of 
the rental shall no t affect this lease on the part of the land upon which pro rata rentals are 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 rental paying date, the entire lease shall terminate for failure to pay the entire rental due 
under Paragraph 3 . Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any 
prior assignee 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 Commissioner 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 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; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; 
(5) a partner o r employee in a partnership which is the owner or the soil: True and Correct 
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator. receiver. or conservator for the 
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 to 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 to 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 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 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 and the rights and duties of the parties. Any collateral agreements concerning the 
development o f o il and gas from the leased premises which are not contained in this lease render this lease invalid. 

31 . FIDUClARY DU1Y. 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 fai l 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 agern 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 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 informed of the facts which authorize a 
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as 
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this 
leas~~ I rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future 
co.,aJ~with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto . 

•••• • •• • :n. LI EN. In accordance with Texas Natural Resources Code 52.136, the State shall have a ftrst lien upon all oil and gas produced from the area covered 
by thi~ 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 the 
Statl~J'l f ddition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security 
inte~t in~lleased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
P~ie~s: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 
su~ Itasca 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 tessor 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 
forecrosed with or without court proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Ccfm111rsSW:lner may require Lessee to execute and record such instruments as may be reasonably necessary to ack.nowledge, attach or perfect this lien. Lessee hereby 
rep~e"n'ts that there are 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 at 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 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 terms 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 52.151-52.1 53. 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 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas 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 
hann, including environmental hann, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are 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 strictiy liable 
act or omission of Lessee. Further, Lessee hereby agrees to be l iable 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, liabil ities, 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 fai lure to comply with any and all 
environmental laws; those arising from or in any way related t.o 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 o mis5ion of Lessee, its directors, officers. employees, partners. agents, contractors, subcontractors, guests, invitees, and thetr respective 
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold hannless 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 office rs. 
employees. and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDE~INITY OBLIGATIO S 
AND\OR LIABILITI ES ASSUMED UN DER THE TERMS OF TillS AGREEMEI"'T HALL BE WITHOtiT LIMITS AND WmiOtiT REGARD TO 
TilE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXIST! G CO DITIO S), STRJCf LIABILITY, OR THE NEGLIGE CE OF A Y PARTY 
OR PARTI ES (INCLUDI G TilE EGLIGE CE OF Tl-fE r DEMNIFIED PARTY), WIIETIIER SUCII NEGLIGE 'CE BE SOLE, JOINf, 
CONCURRE T , ACflVE, OR PASSIVE. 
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36. ENVIRONMENTAL HAZARDS. wsec shall usc the highest degree of care and all reasonable safeguards to prevent contamination or pollution of 
any cnvironmcnt:al 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 leased premises, by any waste, pollutant, or contaminant. w scc shall not bring or permit to remain on the leased premises any asbestos 
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term " Hazardous 
Substance" is defined in the Comprehensive Environment:al Response, Compensation and Liabilily Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic 
substances under any federal , state, or local law or regulation ("Hazardous Materials"), except ordinary products commonly used in connection with o il and gas 
exploration and development operaticns and stored i:l tl:e usu~ m?.!'-'!':f ~tl'l f!llanriri"s LF$SEE'S VIOLA T.ION OF THE FOREGOING PROHIBITIO 
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND 
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES. 
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING Otrr OF (I) A 
VIOLATION OF THE FOREGOING PROHIBmON OR (In THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON. 
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANC Y 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 MATERIALS IN, ON, UNDER, OR ABOtrrTHE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PREMISES IN CONFORMANCE WITH THE REQUffiEMENTS OF APPLICABLE LAW. THIS 
INDEMNIFICA TJON AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACfiONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF 
TEXAS AA'D THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECfED BREACH OFTHJS PARAGRAPH, UPO 
LEARNING OF TilE PRESENCE OF ANY HAZARDOUS MA TERJALS, OR UPO RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL S URVIVE TilE 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 othe r applicable statutes and amendments thereto, and if any provision in this lease does not conform to these statutes, the statutes will 
prevail over any nonconforming lease p rovisions. 

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is fil ed of record in the coun1y records and in the 
General Land Office of the State ofTexas. Once the fil ing requirements found in Paragraph 39 of this lease have been satisfied, the e ffective 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 fil ed of record in the office of the County 
Cler~in.IVlY counly in which all or any part of the leased premises is located, and certified copies thereof must be fi led in the General Land Office. This lease is not 
effe~~~ 11~i l a certified copy of this lease (which is made and certified by the Counly Clerk from his records) is filed in the General Land Office in accordance with 
Texl!i l'!Mural Resources Code 52. 183. Additional ly, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised 
fortJ~ctlti~n of this lease. The bonus due the State and the prescribed fil ing fee shall accompany such certified copy to the General Land Office . 

• 
•••• • • •••• 

•• •• • • • • • 
• 

• •• • • • •••• 
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TITLE: ____ -:-....-?r-------
DATE: _ _.:_~-=#:..._-.L..Io96£_ ___ _ 

STATE OF TEXAS 

BY:-,-------:---:-------­
a mmy J 0 G r eeman' Individual ly and as agent for the State ofTc:xas 
sepa r ate property 

Date: ________________ _ 

STATE OF TEXAS 

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

By:-:-:---::---:----::---:---:::-----:-=----­
Individually and as agent fo r the State of Texas 

Date: ________________ __ Date: ___ _ ____________ _ 
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' . 
~ATE OF ____________________ ___ (CORPORATION ACKNOWLEDGMENl) 

COUNTY OF ____________________ _ 

BEFORE ME, the undersigned authority, on this day personally appeared ___________ _____________ _ 

known to me to be the person whose name is subscribed to the foregoing instrument, as. _ __________ _ _ _____ ___:of 

-:--:------:---:-:--:--:----:---------,-----:--:---:------:-:---:--:---:--:--:and acknowledged to me that he executed the same 
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. 

Given under my hand and seal of office this the ___ _ .day of ____________ -' 19 __ . 

Notary Public in and for __________ _ 

STATE OF __________________ _ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ____________________ _ 

BEFORE ME, the undersigned authority, on this day personally appeared. _______________________ _ 

known to me to be the person whose name is subscribed to the foregoing instrument, as _____________ _ _______ o.f 

-:--.------:---:-:--:-:---:---:-----.------,----,--,----:----:---:-------:---:--:---:--:--'and acknowledged to me that he executed the same 
for the purposes and consideration therein expressed, in the capacity stated. and as the act and deed of said corporation. 

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

••• • • • • •• 

. ··=··c ~ STATe'OF •() Qy01 
• 

Ja 
co~~~ H c.... e v frA "' o 

•••• 

Notary Public in and for _________ _ 

(INDMDUAL ACKNOWLEDGMENT) 

: • •!efor;e me, th<; undersigned authority, on this day personally appeared Tammy J o G r e em an , 
• aec~ lnq 1n her s ole a n d sepa r ate pr operty 

known te 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 
consitleralien therein expressed. ~t 

• • • l .. 

• • • ~iven under my hand and seal of office this the ";} ~ day of 

C o~~\~~~ d""- E-~ \.V'1. f rav.. 
/ll o v~ ~ b"f! r I o,; 'L<xl f 

_J_t;;t-.e_ ~ 
No~~df~--------------

srATE OF Utts (INDMDUAL AC¥.NOWLEDGMENTj 

COUNTY OF {YJ l dr a tVA. 
Before me, the undersigned authority, on this day personally appeared. _ _ ____ L--'-/_u_~?-;;--'L.;x......_h--'-_tt.--=S=-0""-'h___: _ ___ _ 

lcnown to me to be the persons whose names are subscribed to the foregoing instrument, and aclcnowledged to me that they executed the same for the purposes and 
consideration therein expressed. 

Given under my hand and seal of office this the. __ _.Z.._ ___ d•y of ~,7/:.._ ____ . 

~~ MONICA MARLOWE 
(!~r~\ NOTARY PUBLIC 
\'f'~ .. ~/."'f State of Toxas 

1 ···ZOf5P Comm. Exp. 10-3 0-99 
j._ . .. .... . . .... . ........ .. .. ........ . 

Notary Public in and for £_.,t1(/LS 

True and Correct 
copy of 

Original filed in 
Reeves County 
Clerks Office 
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EXHIBIT ''A'' 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED MAY 
ll, 1998, BY AND BETWEEN TAMMY JO GREEMAN AS LESSO~ AND CLAY JOHNSON, AS 
LESSEE, AND COVERING THE E/2 OF SECTION 35, BLOCK 56, PUBLIC SCHOOL LAND 
SURVEY, REEVES COUNTY, TEXAS. 

40. Notwithstanding anything to the contrary indicated in Paragraph Three (3) herein th is Lease for 
all purposes shall be considered a fu lly Paid-Up Oi l & Gas Lease. Said Delay Rentals have been paid in 
fu ll with the Bonus Consideration tendered herein. Delay Rental payment was based on a $1.00 per net 
mineral acre per year for Four (4) Years. Concluding a $4.00 per acre Pd-Up Rental Payment was made 
in advance for the Four (4) Year Period on the net mineral acres indicated in this Lease. 
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CERTIFIED TRUE AND COfiRECT COPY C~RT~:ATE 
STATE OF TEXAS .t'i.le No . ,'\ 
COUNTY OF REEVES Filed : 6- 16-98 
The above and f01egoong tS a full . 1rue and c01rec1 p/lolographoc copy of lhe 
ong1nal recO(d now 1n my lawful custoay and possess1on, as the same 1s fi . . . . 
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True and Correct 
copy of 

Original tilad in _. 
Reeves County 
Clerks Office 
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General Land Office 
• Relinquishmnt Act Lease Form 

Revised, September 1997 

Paid-Up 
OIL AND GAS LEASE 

11-DS AGREEMENT is made and entered into this 11 day of May 19~ between the State ofTexas, acting by and through its 
agent, ___ .!.,!A~d~e~l~i:.!:a~G=r:...:e::..:e:::.m=a~n:.:...._::.B:..::u:..::r::..;r:::...=i:..:s~, ---=d:...:e::..:a=l...::l:...:n;-g~~l:-:n::---?ih~e:..:r=-m:::s:-:o:-:l;:.e,;:--....:a::..;n~d,....-:;s:...,e~p~anrntre--!:p'-.,;r=--::.o..!::p:....:e=-r=--=t..:!y'---

of Box 8, Toyah, TX 79785 -----------------------------------
----------------------:::::---:::-----:-;-:--;-----------------~said agent 

(Give Permanent Address) 
herein referred to as the owner of the soil (whether one or more), and ___ .;C;:..:;L~A~Y"=:::.J_,O~HN7""'-=-:S~OC.::N:'-:--~-;-;-----::;,..,.,.----

-----------------------------------------------------u2~0~3~W=e~s~t-AAW~a~l~l~A~S~U~i~t=e~8~0~0---------------~~ 
M1d1and TX t9701 

(Give Permanent Address) 
hereinafter called Lessee. 

I . GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and performed by 
Lessee under this lease, the State of Texas acting by and through the owner of the soil. hereby grants, leases and lets unto Lessee, for the sole and only purpose of 
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other structures 
thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands situated in Reeves County, State 
of Texas, to-wit: 

E / 2 of Section 35, Block 56 , Public School Land . Survey 

containin ... g _ ___,3=2,_,0,__ __ acres, more or less. The bonus consideration paid for this lease is as follows: 

• •• • • • • •• 
•••• • • • •• • 
• 

To the State ofTexas: One Thousand 
Dollars (S ],439 . 9] 

To the owner of the soil: One Thous and 
Dollars(S L4 3 9.91 

F QU.t: Hund r.: ed Thit:tY Ni n e a nd 
) 

Four H undred Thirty Ni n e a n d 
) 

9 1 L 100-----

91/100--- --

.... 
• • 

Totalbonusconsideration: T wo Thou san d E i ght H undr e d S e venty N i ne a n d 8 2 / 100--
Dollars (S 2 , 8 7 9 • 8 2 ) •••• 

•• •• 
Th¢ total ~nus consideration paid represents a bonus of.-:-:-_..;;F,....:l~· .=.f~t~Yf;:--..:.F....:o::...u=r:....__a::..:..;n:-=d::.__..::0_,0'-'/'--=1-;0:-:0~--=-;-:-::;----_-_-_-_-_-_-_-_-_-_-_-_-
_ ___...___ ____________ 0ollars (S 54 • 0 0 ) per acre, on 53 • 3 3 net acres. 

:. ::: ~- TERM. Subject to the other provisions in this lease, this lease shall be for a term of __ -:-F-:-i=-v7e:....__..!.( :-=5~) 7y_e::....:.a:..:r~s- from 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. 
As 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 of pocket operational expenses for the six months last past 

*S e Exhibit "A" attached for Pd-Up Delay_ Rental 

To the owner of the soii: _______ ~-.:::::--------::::.-"----:------------------
Dollars (S ___________ __;:.......,::::--:7""'"'-------' 

TotheStatcofTcxas: __________ ~~~~~~---~------------------
Dollars (S ________ ~....,::::. _____ ....;:::,.'""':::::_-' 

TotaiRentai: ________ _ ~~-----------~~~-----------------
Dollars (S _______ ~.::::::::. ________________________ _J 

True and Correct 
copy of 

Original filed in 
Reeves County 
Clerk~ Office 

#40 
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4. P.RODUCfiON ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-hal f (112) of the royalty 

provided for in this lease to the Ccmmissioner of the General Land Office of the State of Texas, at Austin, Texas, 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 form at the 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, as hereinafter provided, shall be 

3/16 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 determined by I) the highest peste:! p:ic:, ;:lu:: ;:rc::1!um, !farlj', c ffcrcd c r ~dd 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 market 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 
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 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 separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined 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 3/16 part of the gross production or the market value thereof, at the option of the 
owner of the soil or the Ccmmissioner 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 paid or offered to the producer, whichever is the greater; provided that the maximum pressure base 
in measuring the gas under this lease shal l not at any time exceed 14.65 pounds per sq uare 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 3/16 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. AJI royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of r~sidue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing 'to Lessee, whichever is the greater, of the 
total plant production ofliquid hydrocarbons anributable to the gas produced from this lease; provided that if liquid hydrocarbons are 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 (50%) or 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third 
party, the highest percent then being speci fied 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 l} 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 average gross selling price for the respective grades of liquid hydrocarbons), 
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not 
been processed . 

• •• 
• • • • • 1D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) 

wheW!a• SIIid gas be "casinghead," "dry," or any other gas, by fractionating, burning or any other processing shall be 3/16 part of the 
gro!!io~~d:Ction 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 IP be 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..qf~ average gross sale price of each product for the same month in which such products are produced; whichever is the greater. 

• • •••• 
• • • • 5. MfNIM UM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties 

pai4 ullde.this lease in no event shall be less than an amount equal to the total artnual delay rental herein provided; otherwise, there shall be due and payable on or 
before Jhe last day of the month succeeding the anniversary date of this lease a sum equal to the total artnual rental less the amount of royalties paid during the 
pre~dinj.Year. If Paragraph 3 of this lease does not specify a delay rental amount, then fo r the purposes of this paragraph, the delay rental amount shall be one 
dollv Ml: 1.00) per acre . . \ ...... 

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease , at any time or from time to time, the owner of the soil or the Ccmmissioner 
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 
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 Ccmmissioner of the General Land Office's rights or Lessee's obligations, whether express or implied, 
under this lease. 

7. NO DEDUCfiONS. Lessee agrees that 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 usc. 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 subj ect to the wrinen 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. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at Aus tin, 

Texas, in the fo llowing manner: 

Paymenl of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due 
and musl be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and 
must be rece ived in the General Land Office on or before the 15th day of the second month succeeding the month of production, accompanied by the affidavit of the 
owner, manager or o ther authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposition of 
al l oil and gas produced and the market value of the oil and gas. 1ogether with a copy o f all documents, records or reports confirm ing the gfFJ'EfctaRta"C!~ef 

~
,(.:Ji"re~ copy of 

:~\I'· Original filed in 
~(' l Reeves County 

~r,cc' Clarks Office 



\ . 
111d maricet value including gas meter readings, pipeline receipts, gas line receipts 111d other checlcs or memoranda of amount produced 111d put into pipelines, tanks, 
or pools and g~ lines or gas storage, and 111y other reports or records which the General Land Office may require to verify the gross production, disposition 111d 
maricet value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be 
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being 
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or 
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. 
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue. 
Affidavits and supponing documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is 
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as 
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law 
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in eases of title dispute as to the State's ponion of 
the royalty or to that portion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, CONTRAcrs AND OTiiER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with 
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under 
which gas is sold or processed and all subsequent agreemerrts and amendments to such contracts within thirty (30) days after entering into or making such contracts, 
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless 
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said 
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and 
examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such 
written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion reports and 
plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or 
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other governmental 
agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of 
identifying wells, tank batteries or other associated improvements to the land must also include the word "State. • Lessee shall supply the General Land Office with 
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be 
requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the 
bore-hole section, from the base of the surface easing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of 
the log of each survey on each well to the General Land Office within fifteen (15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when 
due. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in the General 

Land~fli~· 
• • • ••• 

• • • .11 . DRY HOLEJCESSA TION OF PRODUCTION DURING PRIMARY TERM. If. during the primary term hereof and prior to discovery and production 
of oil~~ zas:on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or 
gas from the leased premises such production thereof should cease from any cause, this lease shall no t terminate if on or before the expiration of sixty (60) days from 
date ofeompletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next 
ann..al3ela, rental ln the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be 
comprefe~·and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations 
unti,dte HJ¥ration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this 
leasl by cOnducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of 
product1on under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
pri~~~ hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the 
expir.ftlt>ftbfsixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto 
terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in 
accordance with the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPlRA TION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said well or for 
drilling or reworking of any additional well are prosecuted in good faith and in· workmanlike manner without interruptions totaling more than sixty (60) days during 
any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or 
payment of shut-in oil o r gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKING. If. after the expiration of the primary term, production of oil or gas from the leased premises, after 
once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days 
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in worbnanlike manner without 
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and 
effect for so long as oi l or gas is produced from the leased premises in paying quantities or payment of shut-in o il or gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not 
terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease 
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more 
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. If. at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in 
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable 
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the 
lease, but not less than S 1,200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease does not specify a delay rental 
amount, then for the purposes of this paragraph, the: delay rental amount shall be one dollar ($1.00) per acre. To be effective, each initial shut-in oil or gas roxal ty 

~ True and Correct 
(. J 'l' 

::~~".- copy of 
• .~~ .. • Onginal filed in 
'?.c'<sccv~ Reeves County 

Clerks Office 



must be paid on or before: ( I) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises. or (3) 60 days 
after Lc:ssel: completes a drilling or rewor1dng operation in accordance with the lease provisions: whichever date is latest. Such payment shall be made one-half (112) 
to the Commissioner of the General Land Office and one-half(l/2) 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 fo r 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. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and 
delivered in paying quantities from a wellloeated within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any 
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective 
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory 
royalty at the royalty rate provided in the lease of the market 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 compensatory royalty is to be paid monthly, one-half(l/2) to the Commissioner of the 
General Land Office and one-half(l/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the 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, Lessee shall pay an amount equal to the 
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in 
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset 
wells as provided in Texas Natural Resources Code 52.173; 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 we11s. 

16. RET AJNED 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) years after the exriration date of the primary or extended term it shall then terminate 
as to all of the leased premises, EXCEPT (I) 40 acres surrounding each oil well capable ofproducmg in paying quantities 'aJld 320 acres surrounding each gas well 
capable of producing in paying quantities (including a shut-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 52.151-
52.153, 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 successor agency, or other governmental authority having jurisdiction. If at any time after the effective 
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are 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 purposes. 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 the lands still subject to this lease for all purposes described in Paragraph I hereof, together with easements and rights-of-way for existing 
roa~s . nisting pipelines and other existing facilities on, over and across all the lands described in Paragraph I hereof ("the retained lands"), for access to and from the 
rellll11e~J!nds and for the gathering or transportation of oil, gas and other minerals produced from the retained lands . 

•••• • • • fD) HOP.LlOHf'Y. lA t.Rt I"IRI t.Ris ha&e i& iA Alr;e a.Ad clf.c;ccwo (l) ycaRO a.t\cr t.Rc cxpirarioA date oft.Rc priiRU)' or Cl(tcRded IIFIR it&klloll fwi'Wier 
termi~ete ~ 18 ell 8ep~3 bele II I ee feet below the to1111 eepth e,;llee EhereineAer "ileeJ!CF ileJ!Yl5") iR eaelt "'elllee&~ed en aereege relftinell in Pll!egtaph 16 (A) 
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• • 
• (C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical. be in the form of a square with 

th¢o.'~r~ted in the center thereof, o r such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial 
tenrr'rf'aTibn of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/o r 
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 releases 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 and/or 
depths to be released hereunder and record such instrument 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 WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect 
the oil and gas under the above-described land from being drained. Lessee, sublessee. 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 to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
addition, if oil and/or gas should be produced in commercial quantities within I ,000 feet of the leased premises, or in any case whe.re the leased premises is being 
drained by production of oil or gas, the Lessee, sublessee, 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 I 00 days after the draining well or wells or the well or wells completed within I ,000 feet of the leased premises start producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the 
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General 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 o r wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from 
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by 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 to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented. by any such cause, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the 
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking o perations or production o f oil 
or gas. 
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19. 'wARRANTY CLAUSE. The owner of the soil warrants 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, t.axes or other liens 
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the 
rental and royalties due the owner of the soil. 

20. (A) PROPORllONA TE 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 interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid to him 
in the proponion which his interest bears to the entire undivided surface estate and the royalties and rental herein provitlect to be :'llin rn th,. Comm•ssi~!!er cf!.~e 
General Land Office of the State of Texas shall be likewise proponionately reduced. However, before i...essee adjusts the royalty or rental due to the Commissioner of 
the General Land Office. Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the 
discrepancy between the interest purponedly 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 lease, less the proportionate development and production 
cost allocable to such undivided interest. 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 ofone·sixteenth (1116) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during lhe primary term, a ponion of the land covered by this lease is included within the boundaries 
o f 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. 15 1·52. 154, 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 the total amount described herein. 
payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that 
payments determined o n a 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 irrigation purposes for waterflood operations 
without the prior consent of the owner of the soil. 

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

23 . PIPELfNE DEPTI!. When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth. 

24 . WELL LOCA llON 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 o wner of the soil. 

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
fore,oi~ pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment faci lities sufficient to prevent 
spiM~• ~~page or ground wav·r contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture al l escaped hydrocarbons or other 
pollu.~tl"d shall be responsible for all damage to public and private propenies. Lessee shall build and maintain fences around its slush, sump, and drainage pits 
an~~lf bf1eries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shal l fil l and level all 
slush Qits and cell ars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said 
premis"es free 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 
conodttro~ •a.~d contours as is practicable. Tanks and equipment will be kept painted and presentable . 

••• • 
: • • • • 46. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by 

Les!ee on•the leased premises, including the right to draw and remove casing, within o ne hundred twenty (120) days after the expiration or the termination of this 
lease uflless the owner o f 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~&\ ftt•~ying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General 
LandU!l\ee and to the owner of the soil. The owner of the soil shal l become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee 
under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this 
lease may be assigned, in whole or in part., and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors 
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 o f Lessee, impair the effectiveness of any payment made by Lessee or impair the e ffectiveness 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 thiny (30) days after the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a 
cenified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest 
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only pan of the acreage, the right and 
option to pay rentals shall be appon .ioned 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 pan of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee docs not fi le a 
cenified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due 
under Paragraph 3. Every assignee shal l succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the origi nal lessee or any 
prior assignee 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 pan by 
assignment without the prior written approval of the Commissioner 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 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; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil ; 
(5) a partner or employee in a partnership which is the owner of the soil ; 
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{6) a fiduc iary for the owner of the soil; including but not limited to a guardian. trustee, executor, administrator, receiver. or conservator for the 
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 to the owner of the soil 
and pl ace of record a release or releases covering any pon ion or pon ions of the leased premises, and thereby surrender this lease as to such ponion or ponions, and be 
relieved of all subsequent obligations as to acreage surrendered. If any pan of this lease is properly surrendered, the delay rental due under this lease shall be reduced 
by the propon ion that the surrendered acreage bears to 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 prinr to the ~urrender of ~·•ch ac~agr. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any pan 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 cenificd 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 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 and the rights and duties of the parties. Any collateral agreements concerning the 
development of oil and gas from the leased premises which are not contained in this lease render this lease invalid. 

3 1. FIDUCIARY DliTY. The owner of the soil owes the State a fiduciary duty and must ful ly 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 thiny days after it becomes due, or if Lessee or an authorized 
agent should knowingly make any false return or false repon concerning production or drill ing, or if Lessee shal l fai l 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 penaining to ope rations, or if Lessee or an authorized agent•should knowingly fai l or refuse to give 
correct information to the proper authori ty, 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 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 informed of the facts which authorize a 
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment AcL However, nothing herein shall be construed as 
waiving the automatic termination 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 al l 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. 

• • • 33. 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 ttyf I;~ to secure payment of al l unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the 
Stat~ ~!lddition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security 
i nt~,s.l'" IJI leased minerals in and eJttracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
procee~ arc 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 le.~~d 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 
los,-ihft.lAssor 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 
forecTose3 with or without coun proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Co~~;~er may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, anach or perfect this lien. Lessee hereby 
repr~sents• that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described propeny or from Lessee's acquisition of 
this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
her~n .• •• • 

•••• 
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 terms 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 52.15 1-52.153. 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 52. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas 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 harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the 
activities of Lessee, its office rs, 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. Funhcr, 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, 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, incl uding 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 om i s~ 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 TH E INDElviNITY OBLIGATIO S 
AND\OR L IABILITIES ASSUMED UNDER Til E T ER..,tS OF TillS AG REEMENT SHALL BE WmiOtrr LIMITS AND W ITHOliT REGARD TO 
TiiE CAUSE O R CAUSES TilER EOF (EXCLUDING PRE-EXISTrNG CONDITIONS), STRICf LIA BILITY, OR Til E NEG LIGENCE OF ANY PARTY 
OR PARTI ES (INCLUDING THE NEG LIGENCE OF T HE INDEI\-INIFIED PARTY), WIIETIIER SUCH NEGLIGENCE DE SOLE, J OINT, 
CONCURRENT, ACTIVE, OR PASSIVE. 
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J6. ENVIRONMEm AL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of 
any environmental medium, including soil, surface waters, groundwater, sediments. and surface or subsurface strata. ambient air or any other environmental medium 
in, on. or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos 
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term "Hazardous 
Substance" is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 960 I, et seq.), or toxic 
substances under any federal, state, or local law or regulation ("Hazardous Materials"), except ordinary products commonly used in connection with oil and gas 
c::..plc,.-;.;jou a.1.j development operations 3lld stored in the usual maiUler and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION 
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS A D 
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAlMS, DAMAGES, J UDGMENTS, PENALTI ES, 
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING O UT OF (I) A 
VIOLATION OF THE FOREGOING PRO HI BmON OR (lD THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS 0 , 
UNDER, OR ABOUT THE LEASED PREMISES DURlNG LESSEE'S OCCUPANCY OR CO!'ITROL 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 MATERIALS IN, ON, UNDER. OR ABOUT THE LEASED PRE~IISES DURING LESSEE'S 
OCCUPANCY OF THE LEASED P REMISES IN CONFORMANCE WITH THE REQU£REMENTS OF APPLICABLE LAW. THIS 
INDEMNJFICA T JON AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR R ESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF 
TEXAS AND THE OWNER OF TilE SOrL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF TillS PARAGRAPH, UPO 
LEARNlNG OF TilE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FRO M Al"'Y GOVERNMENTAL 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF T HIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions ofTexas Natural Resources Code 52.171 through 52.190, commonly known as the 
Relinquishment Act, and o ther applicable statutes and amendments thereto, and if any provision in this lease does not conform to these statutes, the statutes will 
prevail over any nonconforming lease provisions. 

38. EXEClJTlON. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the 
General Land Office of the State ofTexas. 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 
Clerk in any county in which all or any part of the leased premises is located. and certified copies thereof must be filed in the General Land Office . This lease is not 
effective until a certified copy of this lease (which is made and certified 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 actual and true consideration paid o r promised 
fo' '\att~~on of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office . 

• •• 
••• • • • • •• • 
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TITLE: ____ ---:---=-.4---- - ---
- DATE:. _ __:_~--=:;i!__:.·%-=--Y ___ _ 

STATE OF TEXAS STATE OF TEXAS 

BY: / ~. ~12Ll2 ~~ 'BY:-----:---~--o------
lndividually and as agent for the State ofTexasAd e"rfa G reema n Individually and as agent for the State ofT ex as 
Burr~, deali in her sole and separate property 

Date: Date: _ _ ________ _______ _ 

SS# 

BY: _____________ _ _ _ 

Individually and as agent for the State ofTexas 

Date: _ _ ___________ ____ _ 

• I 

STATE OF TEXAS 

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

Date: _ _ ___ ___________ _ 
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STATE OF ____________________ _ (CORPORATION ACKNOWLEDGMEN1) 

COUNTY OF __________________ __ 

BEFORE ME, the undersigned authority, on this day personally appeared, _____________________________________ ___ _ 

known to me to be the person whose name is subscribed to the foregoing instrument, as. _ ______________ __________ .of 

-:--:------:---:---------------,----,----,--:----:-:---::-:--:-~and acknowledged to me that he executed the same 
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. 

Given under my hand and seal of office this the ____ .day of _ ____ _____ _, 19 ___ . 

Notary Public in and for----------

STATE OF ____________________ _ (CORPORATION ACKNOWLEDGMEN1) 

COUNTY OF ____________________ _ 

BEFORE ME, the undersigned authority, on this day personally appeared. ___ _ _________ _________ _ 

known to me to be the person whose name is subscribed to the foregoing instrument, as. _ _________ _______ __ .of 

-:--.------:---:---:-:---:---:-----:-:--:-----:----:---::---:----:-:--::-:--:-~and acknowledged to me that he executed the same 
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. • 

Given under my hand and seal of office this the ____ day of _ ____ ___ __ -> 19 ___ . 

Notary Public in and fo r----------

(INDfVIDUAL ACKNOWLEDGMENT) 

• 
• • • e efore me, the undersigned authority, on this day personally appeared Ad e 1 i a G r e e m a n Bur .r i. s '""' _____ _ 

•Jleifli ng in her so l e a nd s eparat e prope r ty -·--------
known tOr; tO be the persons whose names are subscribed lO the foregoing instrument, and acknowledged to me that they exeCUI:d the same for the purposes and 
consi~~tlorl'therein expressed. A 

• • '-J' 

• Given under my hand and seal of office this the 
• •• • • • 

~ ~- dayof 

···c(i~~{ ~Sl<IV"' E ;yd! v~ h dv--.. 

./1/ OV(>u. b~ r /<.I; -:;_oa I 

(INDIVIDUAL ACKNOWLEDGMENr) STATE OF_"(2--=--ija.---L;;..-.S:----.---­

COUNTY OF-.~-o1.;.__,;_t_·d(_~.:....__---
Before me, the undersigned authority, on this day personally appeared _____ {//_ -=--tV;-=-t- J;...x...-'O=--h--.:./1....:....::S:::...._cr}1-'--'--- ----

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. __ _,~::._ _ _ _ day of 

Notary Public in and for 'i ~CiS 
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EXHIBIT II A II 

ATIACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED MAY 
I I, 1998, BY AND BETWEEN ADELIA GREEMAN BURRIS AS LESSOR, AND CLAY JOHNSON, 
AS LESSEE, AND COVERING THE E/2 OF SECTION 35, BLOCK 56, PUBLIC SCHOOL LAND 
SURVEY, REEVES COUNTY, TEXAS. 

40. Notwithstanding anything to the contrary indicated in Paragraph Three (3) herein this Lease for 
all purposes shall be considered a fully Paid-Up Oil & Gas Lease. Said Delay Rentals have been paid in 
full with the Bonus Consideration tendered here in. Delay Rental payment was based on a $1.00 per net 
mineral acre per year for Four (4) Years. Concluding a $4.00 per acre Pd-Up Rental Payment was made 
in advance for the Four (4) Year Period on the net mineral acres indicated in this Lease. 

/ ~&eem10/l?~ 
ADELIA GREEMAN BURRIS 

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS File No. Jry ~ -i 
COUNTY OF REEVES Filed: 6-16-98 
The above and foregoong IS a fut true and correc1 photographiC copy of the 
ongmal record now 1n my lawful custody and posseSSion, as the same IS 
fi~~~~~~~~~~~~~~xx~ 
~e recorded in the 
otf.u;ial public records . 
~·~·'-t , ••• ,. t"hereoycerufiedon _ 6-16-9.8-

l ., ':1-'t 
~:::, ~ ·fi.s DIANNE 0. FLOREZ, COUNTY CLERK 

~~;}:~~~ ..}~ ~' DEPUTY 

True and Correct 
copy of 

Original filed in 
Reeves Cour]t~ 

Clerks Office -• 
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I TrrAN REsoURcES. L.P. 

June 11 , 1998 

Mr. Drew Reid 
Texa General Land Office 
S tephen F. A ustin Building 
1700 Nor th Co ngress Avenue 
Austin, Texas 78701 

Re: Relinqui hment Act Oil and Gas Lease 
J eri Smith McAlpine, Agent for the State of Texa , Lessor 
Clay J ohnson, Lessee 
Reeves County. Texas 
Pat·agon Prospect 

Dear Mr. R eid : 

W ith refer ence to our previous conver ation pertaining to the captioned Oil and Ga Lea e, enclosed plea e find 
the following fo r your ftle and furth er handling: 

I. Certified copy of O il and Ga Lease da ted May II , 1998, between the tate of Texas, act ing by 
and through its Agent, J eri mith McAlpine, said Agent referred to a the owner o f the soil, and 
C lay John on, Le ee, covering E/2 of ection 35, Block 56, P L containing 320 acres in Reeves 
County, Texas, which has been duly filed and recorded in the Oil and Ga Lease Record of 
Reeves County, Texa . T itan Lea e No. TX299-389-095-00 l-OO. 

2. Tita n Reso urces, L.P. C heck No. 192 1 made payable to the order of Commissioner of the 
General Land Oflice of the tate ofT ex a in the amount of $4,320.00, representing payment in 
full of lease bonus consideration (1/2 due the ta te of Texa ) for the above mentioned Oil and 
Gas Lease. 

3. Titan Resources, L.P. C heck 1 o. 1920 made payable to the order of Commis ioner of the 
Genet·al Land O ffice of the tate of Texa in the amount of $125.00, representing the required 
processing and filin g fee for handling this matter. 

Please advise this office of the assigned Mineral umber for the encl osed lea e when it ha been proce sed and 
duly filed in your record . H additional information is req uired , plea e do not hesitate to contact the und er igned. 
Thank you for your continued cooperation and court esy in this ma tter. 

/gm/wb 
Enclosures 

Very truly yours, 

500 W. Texas • Sui te 500 • Midland, Texas 79701 • Fax: (915) 687-0192 • O ffice : (915) 682-6612 



~ -J /o~o ? I 
~r --~-~--~~~-----------

ITEM _ _ _../_.~~,.,.Q=--------ro ____________________ _ 

FROM ----r--:--:---::::7::,....__ ______ _ 
DATE -~t:;.....:.-1..:..../_-?~Y-· _____ _ 



PARAGON #299:Lease Bonus 

••• • • • • •• 
•••• • • • •• • 
• 

•••• • • •••• 
•• •• • • • • • 

• . . . 
• • • •••• 

Checking 

TITAN RESOURCES, L.P. 

Lease Bonus 

Payment in full of the 1/2 of lease bonus 
consideration due the State of Texas 
for Paid-Up Oil and Gas Lease dated 0511 1/98 
from the tate of Texas by Agent. 
Walter Charles Grecman, Lessor 
in favor of Clay Johnson. Lessee 
covering the E/2 of ection 35. Block 56, PSL, 
Reeves County, Texas. 

ACQUISIT\§):!:Mr~NER OF THE GENERAL LA D OFFICE 

PARAGON #299:Lease Bonus 

Checking Lease Bonus 

Payment in full of the 1/2 of lease bonus 
consideration due the tate of Texas 
for Paid-Up Oi l and Gas Lease dated 05111198 
from the tate of Texas by Agent. 
Walter Charles Greeman, Lessor 
in favor of Clay Johnson. Lessee 
covering the E/2 of Section 35, Block 56, PSL, 
Reeves County, Texas. 

6/26/98 

1,439.91 

6/26/98 001978 
1,439.91 

1.439.9 1 



'' ',,,. '''-'""'..., '""'' ' '·"-'""'' '- • ' 0 v 
~CQUISI~I8~~~l~K~~~ER OF Ti lE GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus Payment in full of the 1/2 of lease bonus 
considerat ion due the State 
of Texas for Oi l and Gas Lease dated 
05/ 11 /98 from the State ofTexas by Agent. 
Jeri Smith McAlpine, Lessors. 
in favor of Clay Johnson, Lessee, 
covering E/2 of Section 35. Block 56, 
PSL, Reeves County. Texas. 

6/9/98 

980538S1 
Checking 

... . . . 
••• 

TIT~e~SOURCES, L.P. 

Lease Bonus 

ACOlJJ:!IT:8ljr5fl\lll~~(j~ER OF Ti lE GENERAL LAND OFFICE 

"rARAGON #299:Lease Bonus .... • .... 
•• • . . . 
• •• 

• • • . . . 
•••• 

Checking Lease Bonus 

Payment in fu ll of the 112 of lease bonus 
consideration due the State 
of Texas for Oil and Gas Lease dated 
05/ 11/98 from the tate of Texas by Agent. 
Jeri Smith McAlpine, Lessors, 
in favor of Clay Johnson, Lessee, 
covering E/2 of Section 35, Block 56 . 
P L, Reeves County, Texas. 

6/9/98 

001921 
4,320.00 

;1() 

4,320.00 

001921 
4,320.00 

4,320.00 
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ACdUISIT'8~~1\!fi~~~~ER OF THE GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus 

••• • • • ... 
•••• • • • •• • 
• 

• •• • • • .... 
•• • • • • • . . 

• 
• •• • • • •••• 

Checking 

TITAN RESOURCES, L.P. 

Lease Bonus 

Payment in full of the 1/2 of lease bonus 
consideration due lhe State of Texas 
for Paid-Up Oil and Gas Lease dated 05/ 1 1/98 
from the State of Texas by Agent, 
Tammy Jo Greeman. Lessor 
in favor of Clay Johnson. Lessee 
covering the E/2 of Section 35, 
Block 56, PSL, Reeves County, Texas. 

ACQUISITI8~r5fl\llt~~(j~ER OF THE GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus 

, 
J _.: 

-· <-
D c 

.J 
0 

( .. t,v) 

tJ ' :: .. -- -' · l 

L- -) 

V' L-l 

Checking Lease Bonus 

Payment in full of the 1/2 of lease bonus 
consideration due the State of Texas 
for Paid-Up Oil and Gas Lease dated 05/1 1/98 
from the State of Texas by Agent. 
Tammy Jo Greeman, Lessor 
in favor of Clay Johnson, Lessee 
covering the E/2 of Section 35, 
Block 56, PSL, Reeves County, Texas. 

6/26/98 001999 
1.439.9 1 

f7o 

98 0547 '33 

K 1,439.9 1 

6/26/98 
001999 
1.439.9 1 

1,439.9 1 



PARAGON #299:Lease Bonus 

••• • • • . .. 
•••• . . . 
•• • 
• 

•••• . . 
•••• 

•• •• • • • • • 
• . .. 

• • • 
~Mc\ing 

TITAN RESOURCES, L.P. 

Lease Bonus 

Payment in full of the 1/2 of lease bonus 
consideration due the tate of Texas 
for Paid-Up Oil and Gas Lease dated 05/1 1/98 
from the State of Texas by Agent, 
Adelia Greeman Burris. Lessor 
in favor of Clay Johnson, Lessee 
covering the E/2 of 
Section 35, PSL, B 1 ock 56 , 
Reeves County. Texas . 

\10 

ACQUISITieeiM~§~/~~ER OF THE GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus 

Checking Lease Bonus 

Payment in fu ll of the 1/2 of lease bonus 
consideration due the tate of Texas 
for Paid-Up Oil and Gas Lease dated 05/11198 
from the State of Texas by Agent, 
Adelia Greeman Burris. Lessor 
in favor of Clay Johnson. Lessee 
covering the E/2 of 
Section 35, PSL, B 1 ock 56, 
Reeves County. Texas. 

6/26/98 001995 X 1.439.9 1 

98054 7 '~6 

1.439.9 1 

6/26/98 
001995 
1.439.91 

1,439.9 1 



I I I~~" I I&...-.._,_.._, I ~---1 L..ol . ~ 

ACQ~I~IT~t)~~~~~~~ER OF T HE GE ERAL LAND OFFICE 

PARAGON #299:G LO Filing & Processing Fees Payment in full of the filing and 
processing fees due the State 
of Texas for Oil and Gas Lease dated 
0511 1/98 from the State of Texas by Agent, 
Jeri Smith McAlpine. Lessors. 
in favor of Clay Johnson. Lessee, 
covering E/2 of Section 35, Block 56, 
PSL, Reeves County, Texas. 

6/9/98 

Checking GLO Filing and Processing Fees 98053850 
... . . . 

TITA~AESOURCES, L.P. 
ACel~JSI,.!@t!M~§~I~NER Of THE GENERAL LA D OFFICE 

•PARAGON #299:GLO Filing & Processing Fees Payment in full of the filing and 
processing fees due the tate •••• • .... .. . . . . .. 

. . . . . . .... 

Checking 

of Texas for Oil and Gas Lease dated 
05/11/98 from the State of Texas by Agent. 
Jeri Sm ith McAlpine. Lessors. 
in favor of Clay Johnson, Lessee. 
covering E/2 of Section 35, Block 56. 
P L, Reeves County. Texas. 

GLO Filing and Processing Fees 

6/9/98 

001920 
125.00 

!70 

X 125.00 

001920 
125.00 

125.00 
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RAL REVIEW SHffi 

Trii1S3Ctkl1 # 2661 

l.8sslr: Greeman, Walter Charles 

LBss8a: Clay Johnson 

LIASE IISCRFTION 

Bas8 Flo No Part 

Gookljst: 

l.8as8 Data: 

Acres: 

L. Collier 

5/11/98 

320 

sac. llodt Twp Strvay 

II 0 

C1111ty 
REEVES 152408 E/2 sl o , Ar 35 56 00 PUBLIC SCHOOL LAND 

Abst# 
5869 

TERMSDmRED TERMS RECOMMENIID 

PriiUI'y T 11'111: Is years PriiUI'y T ll'm Is years 

lknls/Ain: $50.00 lknls/Ain $50.00 

RBI"IWA!n: $1 .00 Rlllta/Ain $1 .00 

Roy~: 13/16 Roy~ 13/16 

COMPARISONS 

MF# l.8ssal Data lll'm Boous/Ac. Rlllta/Ac. Roy~ llstD:B 

I I I Last l.8as8 

I I IL 
I I II 
I I I 
I I I 

COOita1tJ: !Paid up rental. Tammy Jo Greeman, Adelia Greeman Burris. 

Tuesday,August04, 1998 



RAL REVIEW SHEET 

2494 L. Collier 

I..Bssm': McAlpine, Jeri Smith 5/11/98 ll 0 

Lossoa: Clay Johnson 320 

lfASE IISCRPTlON 

Clulty 

REEVES 

Base FIB No Part Sac. liD Twp Slrvoy 

TIRMS OFfERED 

Prmry T lll'llt 

BlnJs/Atn: 

Ramt/Atn: 

Roymty: 

COMPARIONS 

r.f# 

Is years 

13/16 

152408 E/2 

$50.00 

$1 .00 

35 56 00 PUBLIC SCHOOL LAND 

TIRMS RECOMMENIID 

Pltna'y T 11'111 Is years 

BlnJs/Ain $50.00 

Rlllta/ A~n $1 .00 

Roymty 13/16 

CooiiBJU: ~p rental. 
------------------------------------------------~ 

Tuesday,August04, 1998 

Abst# 
5869 





Texas General Land Office 
Garry Mauro, Commissioner 

September 17, 1998 

Titan Resources, L.P. 
500 W. Texas, Suite 500 
Midland, Texas 79701 

Attn: J. Robert Ready 

Re: Relinquishment Act Lease No. M-1 00091 
E/2 of Section 35, Bllc 56, PSL Survey 
Reeves County 

Dear Mr. Ready: 

Stephen F. Austin Bu1lding 
1700 North Congress Avenue 
Austin, Texas 78701 -1495 
(512) 463-5001 

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-1 00091. Please refer to this number 
in all future correspondence concerning the lease. 

Your remittance of$8,764.73, 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, , 

12:tcitu~~ 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

MT/DR 

Pnnled on recycled paper Wllh soybean onk 



19. J __ /!.:.t9~tJo79~/-:;:r------~F ~ 
ITEM __ _.l[.oj,ee.A./k.~~I!::.-------
TQ ____________________ ___ 

FROM ---9:--~/:--J=--~f.:;:::f'if-"' -----­
DATE-....!-~-~-~~--------


