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UNDA Mc()()IIIAlO, COUNlY ClERK :z:Z&omJTY . 

OIL AND GAS LEASE 

THIS AGREEMEYI' is made and entered into this 5 t hoay of MaY 19~ betwee:1 the St:Uc of Texas, acting by md through iLS 
agent, E a st T exas C ompany, Inc . -;-a Geora 19 Corpora tjfn 
____ ________ __________ of P . 0 . Box 5 , Spokane, WA 99210-0057 
-----------------------------------------~--~-----~~~----------------------------------~s~dagent 

(Give Permanent Address) 
herein referred to as the owner of the soil {v. hether one or more), :md_C:;..::;l:..:a=""-y __ J::.....:o:..h:..:..:;n.:..s:::...:o:...:n;.:;_-----:-----::-:---::----------------
------------------------------------------~2~0L3~~W~. ~W~a~J~J~.~~~~I~l~j~t~e~~8~0~0L-______________________ ~X~ 

Midland, TX 79701 
(Give Permanent Address) 

hereina.fl.er called Lessee. 

I . GRANTING CLAUSE. For and in consider.~tion of the amounLS staLed below md of the covenantS md agreementS to be paid, kept and performed by 
Lessee under th is lease , the St:Ue of Texas acting by md through the owner of the soil. hereby gr:mLS, leases and leLS unto Lessee, for the sole and only purpose of 
prospecting and drilling for and producing oil and gas. laying pipe lines. building t.:lnks, storing oil and building power stations, t.clephone lines and other structures 
thereon, to produ~. save, take cJie of, creat md tr.lllspon said producLS of the lease, the following lands situated in Cu 1 b er Son County, State 
of Texas. to-wit: 

SE/4 o ~ Section 47, B lock 42 , Publ ic S c hool L a nd Survey 

••• 
ro. tainirig 16 o acres, more or less. The bonus consicer.~tion p~d for this lease is as follows: 

•••• • • • •• • 
• 

•••• • • •••• 
• •••••• • • 

• 
•••• • • • 

TotheSt3LCofTexas: Four thousand and 00/100------------------------- - -- - -
DoiiJIS (S 4 I 0 0 0 . 0 0 ) 

To the owner of the soil: F OU ~ 6BOU s?. nd 
DoiiJIS(S 4,000 . ) 

and 00/100 -

Tolal bonus conside:ation: E i ah t thousand and 00/1 00----------- -- --------
DoiiJIS{S 8 ,000 . 00 ) 

Tht roui ~nus consideration paid representS a bonus of-:-:---~F....;irf-?t<-:vk-~a~n!..!..!::d:...._..loO~Oi....£../::-'l....:O>Lio<O~-=-=--=-:..:-::...:;:-~-~-~-:..:-=-=--=-:..:-=-=-:...=..=-::...=..::..;:...=.-=..:=. 
-------------------------------Doll :u-s (S_....:S::...O.:....::•....:O::o...:::O'-------------') per acre, on 1 6 0 net acres. 

2. TE~\1. Sub; ect to the other provisions in this lease. this lease shall be for a term of Five ( 5 ) Years from this date 
(herein called "primary term") md as long thereafter as oil and gas. or either of them, is produ~d in paying quantities from said land. 
As used in this lease, the t.crm "produced in paying quantities" me:uu that the re::cipLS from the sale or other authorized commercial usc of the substan~(s) covered 
exceed out of pocket oper.~tional expe:ues for the sL'( months last pasL 

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (I) year from this dat.c, this lease shall terminate, unless 
on or before such m nive rsary date Lessee shall pay or te:1der to the owner of the soil or to his credit in 
the First Union Capital Management , One fjrst Union Center X~OC 
J4 C b a r 1 ott e , N C 2 8 2 8 8 1 1 6 d , or its successors (which shall continue as the depcsitory regJiciless of ci1angcs ir. the ownc:sh:p of 
sai d lmd), the amount specified below: in :uidition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LA..'ID OmCE OF THE STATE OF 
TEXAS. AT AUSTIN, TEXAS, 11 like sum on or before s~d date. Payn:cms under this paragr.~ph shall oper.ue as a rental and shall cover the privilege of deie:ring 
the commencement of a well for one (I) yeJI from said date. PaymcnLS uncer th1s paragr.~ph shall be in the following Jinoums: 

To the owner of the soil: E i ah t Y and 00/100--- ------------------------ - ----- - -

To the ~~f(~exas: :~t:~gh t Y and 00/100--- -----~------- -- - ---------- -- ---
Doll:u-s (S • 0 ) 

TotalRental : Qno !Jqndrod Sixt-y an'"' QQ /l QQ 
DoiiJIS(S l60 . 00 - ') 

In a like mmner and upon like paymcnLS or tende:-s annually. the commen~ment of a well may be further defem:d for successive periods of one (I) ycJI e:~ch during 
the primary term. All paymenLS or tenders of rental to the O"''Tler of the soil may be made by check or sight draft of Lessee, or any assignee of this lease, and ll':!Y be 
delivered on or before the rental paying date. If the bank design:ucd in this paragraph (or iLS successor bank) should cease to exist, suspend business, liquidate. fail or 
be succeeded by another bank, or for any reason fOI.il o r refuse to accept rental. Lessee shall not be held in default for f:ulure to make such paymcnlS or tenders of 
rental until thirty (30) days after the owne~ of the soil shall deliver to Lesse:: a proper recordable instrument nJining another bank as agent to re~ivc such payments 
or tenders. 



4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas. Lessee agrees to pay or cause to be paid one-half (112) of the royalty 
provided for in this !case to the Commissioner 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 hydroc3Ibons produced in a liquid form at the mouth of the well and also as all 
condensate, distill a~t, and other liquid hyd."1>Caa'bons recovered from oil or g:l!. :'.!n through a scpar:uor o r other equipment., as hereinafter provided, shall be 
___ 3 / 1 6 part of the gross production or the market v .llue thereof, at the o ption of the owne r of the soil or the Cor..missioner of the 
Gener~ Land Office, such value to be de~:mined by I) the highes t posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respc:tively, 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 an the 
general area where JXOduced 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 suld, used or processed in a plant, it will be run free of cost to the royalty owne:s through an adequate oil and gas separa10r of conventional type, or 
oii:e ·1uipment at least as efficient, so th.:u all liquid h~ ~roc3Ibons; ·. crable from the gas by such means will be rccovcre:l. T.1e requirement that such gas be run 
through a separator or other equipment may be waived an writing by the royalty O\lo'f!ers upon such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any g:J.S (including t13Ied gas), "' hich is defined as all hydroc3Ibons and gaseous substances not defined 
as oil.in s~bp:u-agl'3fh (A) a bove, produced from any well on said land (pce_pt as provided herein with respect tog~ processed in a plant for the extraction of 
gasoline. llqurd hydrocarbons or other products) shall be 3/l b part of the gross production or the m3Iket value thereof, at the option of the 
owner of the soil or the Commissioner of ii:e General Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in 
the general 3Iea 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 shall be sixty (60) 
degrees Fahrenheit, correction to be made !'or pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the 
most approved metlxld of testing be ing used by the indus tty 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 3 116 J:art ofL'le ~siduc gas and !he liqu:c! hyd;vc:~.-boll5 exuc;c:ed or the m3Iket v.Jue thereof, at the option o f the 
owner of the soil or the Commisstoner of :..'le Gene:::ll Land Office. All ro~ allies due hertin shall be based on one hur.o.!red percent (I 00%) of the total plant 
produc: ion of residue gas anribut.Jble to glS produced from this !elSe, and on fifty percent (50"o), or that percem Jcc:-u ing to Le!see. 'ol.hic~e,er is the gre:ucr, of the 
tot.ll plart produc:ion o f liquid hydroc3Ibcns anribut.:lble to L'- s produced from this lease; provided that if liquid hydroc3Ibons 3Ie re~overed from gas processed 
in a plant rn which Lessee (or its parent.. subsiciary or affiha· ns an interest, the:1 the percen .1ge applicable :o liquid hydroc.:ubons sh:!.ll be fi fty percent (50%) or 
the highest perce:u x c:-uing to :1 third ;:~ar.;.· processing gas tr. .n such plant under a processing agreement negotiated at arm's length (or if there is no such third 
party, the highes t percent then being SJ:eci:!ed in processing ag:eements or cvntrac:s in the industry), whichever is the greater. The rtspe::uve royal tie on residue gas 
and on liquid !rOC3Ibons shall be dete~ined by l) the highest market price paid o r offered for any gas (or liquid hydroc3Ibons) of comparable qualrty in the •• • 
ge:~eral area.. or - ) the gross price paid or offertd !'or such residue gas (or the weighted average gross selling price for the respectrve gra.•es of liquid hydroc3Ibeus) .• • • 
'Whic!l • e~ rs the gTClter. In no eve:~t. ho"' ever. shall the roya.l!:es pa)'able under this paragraph be less than the royalt.es whrch \lo OUid have bee:~ due had the g~ ~~t• 
been processed. : • • • • 

(D) OTHER PRODUCTS. Ro~ aJty on c3Ibon black, suiphur or any ot.lo)cr products produced or manufac:urd fro m !!lS (excepung liquid hydroc3Ibons)• 
whet.'ler said gas be ·casinghead,· "dry, • or any othe~ gas, by frac:ronating, bu-ning o r any other processing shall be U 16 p~r11fc• • 
gross production of such products, or the ~arket value thereof. at the opticn of the ovmer of the soil o r the C rnmissiorcr of L e; eral L...and Office, sue~ mar~ct • • 
value to be deter.nincd as follows: I ) on t.':e basis of the highest m3Iket price of each product fo r the same monL'l in " c:-t such ;:~roduct is produced, o r 2) on~ • • • 
basrs of the average gross sale price of eac;, product for the same month in which such products are ;:~roduced; .,., hicheve~ is the greater. • • 

• 
5. Mr.-.:I.Mt.;M ROYALTY. Dt..rng any year after the expiration of the primary term of this lease, if this lease is maint.Jined by production. the royjlt~! • • 

paid under this lease in no event shall be le.ss than an amount equal to the total annual delay rental he~e = :~ provided; otherwise, there shall be due and payable 1!11 ore • 
before the last day of the ;nonth succeeding the anniversary date of this lease a sum equal to the total annual rental less the a.-nount of royalties paid during the · 
preceding year. If Paragraph 3 of this lease does not specify a delay rtntal amount. then for the purposes of this p3Iagraph, the delay rental an1ount shall be o ne 
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 Ge:1eral :...md Office may, at the opt:on of either, upon not less than sixty (60) days notice to the holder of the le ase. require that the pa~ ment of any royalties 
ac~ruir :o such TO) alty owner under thrs lease be made in kind. The owner of :he soil's or the Conumssioner of the Ge:1era.l Land Office's rig.'u to talce its royalty in 
krnd ;h.JI not dimrnish or negate the owner of the soil's or the Commissioner o f the General Land Office's nghts or Lessee's obligations, \loheLfJer express or implied. 
under this lease. 

7. NO DEDUCTION~. Lessee ~ces 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, transportrng, and otherwise making the oil, gas and other products 
hereunder ready fo r sale or use. Lessee ag:-e:s to compute and pay royalties on the gross value recerved. including any reimbursements for severance tX<e.s and 
production related costs. 

&. PLANT FUEL AND RECYCLED GAS. No rovalty sh:lll be payable o n any gas as may represent this lease's proportionate share of any fuel used to 
rocess gas produced hereunder in anv precessing plant. No~ithstand r'lg any other provis ion ofthrs lease, and subjec: to the written consent o f the owner of the soil 

31ld the Commissioner of the General ·Land Office, Lessee m:~y recycle gas for gas lift purposes on the leased premises or fo r injection into any oil or gas producing 
form:~tion underlying the leased premises 3..:'\er the liquid hydroe3Ibor.s contained in the gas have bee:1 removed; no royalties shall be payable o n the recycled gas 
unul it is produced 31ld sold o r used by Lessee in a manner \lohich e nt.t!es the ro~aJty owners to :1 royalty under this lease . 

9. ROYALTY PA ~!DIS A.'-"D REPORTS. All royalues not take:~ in kind shall be p;~id to the Commissioner o f the Ge neral Land Office :It Austin, 

Tc~as. ·1 the following manner: 

Payment o f 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 
31ld must be received in the General Land Office on or bef re the 5th day of the second month succeed ing the month of production. and royalty o n gas is due and 
rnust be received in the Gene ral Land Offi~ o n or before the 15th day of L'le second month succeeding the month of produc:.ion, accompanied by the affidavit of the 
o"'ner, manager or other authorized :~gent. compictcd in the for.n and manner pre scribed by the Gene ral Land Office and sho"'ing the gross ar.tount and drsp~siti~n. of 
all oil and gas produced and the market value of the oil and gas. together w ith a copy of all documents, records or repor-s confirming the gross production. drsposrtron 



and maricet value 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 repons 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 royalt) on or before thiny (30) days &fur 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 S:!5.00 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 supponing documents were due. The Lessee shal l bear all responsibility for paying or causing royalties to be paid as 
prescribed by the due date provided herein. Payment of the delinquency penalty shaJI in no way operate to prohibit the State's right offorfeitW'C 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 ponion of 
the royalty or to that ponion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, CONTRACfS AND OTI!ER 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 agrcemerrts 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 Anomey General, the Governor, or the representative of any of them. 

(B) PERMlTS, DRILLING RECORDS. Written notice of all operations on this lease shall be submined 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 repons and 
plugging repons shall be supplied to the General Land Office at the time they a.e filed with the Texas Railroad Commission. All applications, permits, repons or 
other filings that reference this lease or any specific well on the leased premises 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 premises for the purpose of 
identifying wells, tank bartcries 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, repons, cunings 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 of well, of all wells drilled on the above described premises and shaJI transmit a true copy of 
thi +o_g>~.each survey on each well to the General Land Office within fifteen (I 5) days after the making of said survey . 

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

duee •~e,enalty 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 
LandoOffice . 

•••• 
• • • • • • II . DRY HOLEJCESSA TION OF PRODUCTION DURING PRJ MARY TER.\1. If. during the primary tern hereof and prior to discovery and production 

of oil or l?!il5 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 
g~:1bMCle leased premises such pro<~uction thereof should cease from any cause, !.his lease shall not terminate if on or before the expiration o f sixty (60) days from 
date Qf completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next 
ann"~IJlflay 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 
co?~Wt!teCZ 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 
until the expiration of the primary term; and if Lessee has not resumed production in paying quantiues 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 oi l 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 oi I 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 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 operauons on said well or for 
drilling or reworki:1g of any additional well arc 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 thereafur as oil a.,d/or g::.s is prl)duced 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, &fur 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 worlananlike 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 o r 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 operat.ions in good faith and in a workmanlike manner without interruptions totaling more 
than sixty (60) days. Lessee shall give wrinen notice to the GeneraJ Land Office within thirty (30) days of any cessation of production. 

14. SHt.rr-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 t.ime after tlte expiration o f 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 tlte 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 tte 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 oi this le~~e1mlf!£\1~ a delay rental 
amount then for the purposes of this paragraph. the delay rental amount shall be one dollar (Sl.OO) per acre.II'JIO ~~efi ~®11tmvicWllor gas royalty 

ATTEST: - _8'- ;Jg' 

CUUIC cc:x.mTY, TEXAS ® UNOA 1.4e00N.t.L0, COUNTY Cl.ail( 

BY~~DENTY 



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 drilling or reworking operation in accordance with the lease provisions: whichever date is latest. Such payment shall be made one-half(l /2) 
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 ofthe lease for a period of one year from the end of the prim:lt)' term. or from the first day of the month 
followang 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 payang the same amount each year on or before the expiration of each shut-an )'ear. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royal!), oil or gas is sold and 
delivered in paying quantities from a well located within one thousand (1,000) feet ofU1e leased premises and completed in t.'le same producing reservoir, or in any 
case n 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 
royalt}' at the royalty rate provided in the lease of the market val ue ofprodu :on from the well causing tht drainage or which is complete :n 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 d~y 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 compensator) 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 
dafference withan 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 dcvel,l 11er11 nor the obligation to drill offset 
wells as provided in Texas Narural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's wrinen approval, the 
payment of compensatory royalties can sat is 1e obligation to drill offset wells. 

16. RETAINED ACREAGE. No tv. :thstanding any provision of this lease to the contrar: iller a well producing or capable of producing oil or gas has 
been completed on the leased premises, Lessee shall exercise the diligence of a re.ISonably prudent operator in drilling such additi• nal v.ell 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 rwo (2) years after the ex!'iration date of the primary or extended term it shall then terminate 
as to all of the leased premises, EXCEPT (I) 40 acres surround ing each oil well capable of producang in paying quantities and 320 acres surrounding eo~ch gas well 
capable ofproducang 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 re "'orking operations. or (2) the number of acres included in a producing pooled unit pursuant to -rexas Narural Resources Code 52.151-
52.153, or (3) such greater 01 lesser number or acres as may then be allocated for production purposes to a proration 1: or each such producing well under the rules 
and regulauo of the Railroad Commission ofTexas, or any successor agency, or other governmental autho: ' ry having Jurisdiction. If at any time after the effective 
date of the r ll termanation Jvisions hereof, the applica~le field rules are changed or the well or wells located thereon are reclassified so that less acreage is •• • 
thereafter ali<.J.:ated to said we wells for production purposes, this lease shall thereupon terminate as to all acre:~ge not thereafter allocated to said well or wel\i W:J' • • 
production purposes. Nocwith~ ..nding the terminauon of this lease as to a pcrt:on of the lands co· cred hereby. Lessee shall ncverth s . ontinue to have the rigQt.~. 
angress to and egress from the lands still subject 10 this lease for all purposes described in Paragraph I hereof, together with eascmcnll 3.nd righlS-<>f·way for exiStirl'£., • • 
roads. existing pipel ines and other existing facilities on. over and across all the lands described in Paragraph I hereof ("the retaaned lands"), for access to and from ~e 
retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. • ••• . ' . 

~} iiOfUZO~fT.'tL. In r:' .c c!Cnt tliillc:ec i3 in foace aud effect ti'IO (2) :eMS tke expir11tion d11te of the primm, cr exte.aded ICIIII it shall faat!1ta • ••.• 
tei=AliRale a& ta all ~ept.hs llele"' I QQ feetl!ele , !1 e te!:el eepth el"illetl (hereiAafter "!leeper pll!s") iR 1aell.,., ellleel!lell eR asreege relilmeii,R Pere.,raph I !i (i't; • • • • • 
al! ?"e, aRiess eR er l!erou e " "e (:' : elll'!l !t.'l~ p,; .. ,IIIJ er e <tcnc!cd term Le!see J!B)! 1111 !lm9t!lll eqttlllte ene hlllf(l/2) efthe bcni!:S oa.g:mdlj paid :e • • 
eensiiiHaiieR fer !Ais 111161 (116 SJ!Uiiiell eR ,.e .. e ll!ereef) lfst1eh llll'l!ltlllt is pail!. !A is 111161 sll!tlllle iR feree aRII elfest as te SY~A lleeJ!IF llep!Rs. aREI&aitl • 
tii=AliRBtieR sl!alllle Elela:. eEl fer a~~ sEiilitieR!tll'efiee efPne (2) )'cllf5 liftS se I eRg !Aereafter 116 ail er ga.s is flFBIIYseEI iR payiRg '!W~tllies liaFH SY6R !Iuper 11111tel : .. • 
ee • ere ell!) ~. • • • 

(C) IDE\fflFlCA TION A.."'D Fll N G. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with 
the v.el: ' >cated an the center thereof, or such o:her shape as may be approved by the Commissioner of the General Land Office. With an thirty (30) days after partial 
terminataon 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, accompar>aed b:- the filing fee prescribed 
by the General L3fld Office rules in effect on the date the release is tiled. 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 be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is loc:ued 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 3.nd gas under the above-described land from being drat ned. 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 ~as 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 
dramcd by production of oil or gas. the Lessee, sublessee, receiver or other agent in cont:rol of the leased premises shall in good fwth begin the dnlling of a well or 
wells upon the leased premises within 100 dJys after the draining wel l or wells or the well or wells completed within 1,000 feet of the leased premises start producing 
an commercial quantities and shill! prosecute such drilling with dilig :. Failure to sausfy the starutory offset obligation may subJect this lease and the 0\\1Jer 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 starurory parameters satisfy the obligation to drill an offset well or wells required under thts paragraph. 

18. FORCE \lNEURE. If, after a good faith effort. Lessee is prevented from complying with any express or implied covenant of this lease, from 
conducting drilling operataons on the leased premises, or from producmg 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 whale so prevented, Lessee's obl•gation to comply with such CO\'cnant 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 dril ling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the 
payment of delay renl3ls in order 10 maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil 
or gas . 



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 owT.er 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 provided to be paid to the Commissioner of the 
General Land Office of the State of Texas shall be likewise proponionatcly reduced. However, before ...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 wrinen st.at.ement which explains the 
discrepancy berwcen 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 shal l be paid the value of the whole production allocable to any undivided interest not covered by a lease. less the proponionate 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 leasea an amount less than the value of one-sixteenth (1116) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a ponion 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 afier 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 dunng 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. AUTHORlZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal propeny, 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 LJMlT. No well shall be drilled nearcr than two hundred (200) feet to any house or barn now on said premises without the 
'vPi~!~ • d'nsent 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 

fore ing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent 
spil!a,u,.seepage or ground wa•~ r contamination. In the event of pollution. Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other 
pdll~1"111 !nd shall be responsiolc for all damage to public and private propenies. Lessee shall build and maintain fences around its slush. sump, and drainage pits 
and tank ~atteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill ar.d level all 
sl..sil~tt~d cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said 
pre~ises t ee of all rubbish, cans, bonlcs, paper cups or garbage, and upon completion o f operatiOns shall restore the surface of the land to as near its original 
condiTion 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 shal l 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 o f the soil grants Lessee an extension of this 120-day period. However, Lessee may notre nove casing from any well capable of producing oil 
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thrny (JO) days wrmen nouce to the Commissioner of the General 
Land Office and to the owner of the soil. The owner o f the soil shall become the owner of any machinery, fixrures. or casing whic!J ~not timely removed by Lessee 
under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Para.graph 29 of this lease, the rights and est.at.es of either party to this 
lease may be assigned, in whole or in pan., and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal reprcsen~.;~tives, successors 
and assigns. However, a change o r division in ownership of the land. rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges 
and es~.;~tes of Lessee. impa:r the elTectiven:ss of an~· 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, o r royal ties shall bind Lessee for any purpose until thiny (JO) days a.fter the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Lessee w1th satisfactory wrinen evidence of the change in ownership, including the original recorded munimcnts of title (or a 
cenified copy of such original) when the ownership changed because of a conveyance. A total or panial 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 apponioned as bctvocen 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 arc timely paid or tendered; however, if the assignor or assignee does not file a 
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due 
under Paragraph J. Every assignee shall succeed to all rights and be subject to all obligat ions, liabilities, and penalties owed to the S~.;~tc by the original lessee or any 
prior assignee of the lease, including any liabilities to the S~.;~te for unpaid royalties. 

(D) ASSIGNMENT LIMITATION. No twithstanding any provision in P3r1lgraph 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 w11l 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 o r subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsid1ary; 
(J) a partnership in which the ow~cr of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholdc~ or employce.of thC: co~oration which is th~ owner of the soil IF IT BEARS THE SEAL~<;.~~~ 
(5) a partner or employee m a partnership wh1ch IS the owner of the so1l; ATIEST: ~J', 
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(6) a fiduciary fo r the owner of the soil; including but not limited to a guardian, trustee, executor, administrator. recdver. 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 nt 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 
re lieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the delay rent31 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 ASSIGNMBITS 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 L:!nd 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 sh311 be subject to forfeiture at the option of the Commtssioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-<lescribed land have been included in this instrument. including the 
Statemenr of the tr .. - nsideration to be paid for the execution of this lease and the rights and Juties of the par.ies. Any collateral agreements concerning the 
development of oil and gas from the leased premises which arc not contained in this lease render this lease invalid. 

31. FIDUCIARY DUTY. 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 h1s 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 o r 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 
fai th as re4uired by law and the rules and regulations adopted by the Commissioner of the General Land Office, or tf Lessee should fail to file reports in the manner 
required by Ia" or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if 
Lessee should refuse the proper authority access to the records pertaining to operations. or if Lessee or an authorized agent should knowingly fail or refuse to give 
correct informauon to the proper authonty. 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 th1s lease is assigned and the assignment is"' t filed in the Gener:U Land Office as required by law, the rights 
acquired unde· this lease sh:UI be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a 
forfe iture. ar .o.hen forfe ited the area shall again be subject to lease under the terms of the Relinquishment Act However, nothmg herein shall be construed as 
waivmg the ;omauc termination of this lease by operation oflaw or by reason of any spec1allimitatton arising hereunder. Forfeitures may be set aside and this •• • 
lease and a I rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of furu..~ • • • 
compliance with the provisions of the law and of this lease and the rules and regulations tl1at may be adopted relative hereto. • ••• • • • 

33. LIEN. In accordance with Texas Natur:U Resources Code 52.136, the State shall have a first lien upon 3.11 oil and gas produced from the area co~ered • 
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of th1s lease, Lessee grants the • 
State, in addition to the lien provid<"· Texas , atural Resources Code 36 and any other applicable statutory lien. an express contractual lien on • ecUt"Z .. • • 
interest in all leased minerals in an<. . acted from the leased premise~ ~-oeceds which may accrue to Lessee from the sale of such leased minerals, whether su~~ • 
proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection" ith the production or processi~. • • 
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 damagh or • 
loss chat Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and secunty interest may b~ 
foreclosed 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 •! • • • 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge. attach or perfect this lien. Lessee h! reb? • 
represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-<lescribed property or from Lessee's acquisition of 
this lease. Should the Commissioner at any time determine that this represent:nion is not trUe, then the Commissioner may declare this lease forfeited as provided 
herein. 

34 POOUNG. 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 miner31 interest for the exploration, development and production of oil or gas or either of them upon the same terms as sh311 be approved by the School Land 
Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources 
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requireme'lts stated in Te-.:as Natural 
Resources Code 52.152. 

35. INuEI'v!Nlll'. t..:ssce herebt releases and discharg~s the State of Texas :lEd 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 breac of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable 
act or omission of Lessee. Further. Lessee hereby agrees to be liable for. exonerate, indemnify, defend and hold harmless the St.ate 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, acttons, personal in;ury (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 anorneys' fees and 
other legal expenses, including those related to environmental hazards. on the leased premises or in any way related to Lessee's fa1lure to comply with any and 3.11 
environmental laws; those arising from or in any way related to Lessee's operauons 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 o r om is~ ion of Lessee, its directors, officers. employees, partners. :tgents. contractors, subcontractors. guests. invitees. and their respective 
successors and assigns. Each assignee of this Agree"1ent, or an interest therein, agrees to be liable for, exonerate. indemnify, defend and hold harmless the State of 
T exas and the o" ncr of the soil. their o fficers, emplc; ces. and agents in the same manner prov1dcd above in connection with the activities of Lessee. its officers. 
employees. and agents as described above. EXCEPT AS OTIIERWISE EXPRESSLY Ll:\liTED HEREIN, ALL OF TilE [;'."0£:\G'ITY OBLIGA T IO;-;S 
A~D\OR LIABILITIES ASSUMED t.--;-.; DER TilE TERMS OF TillS AGREEMENT SHALL BE WfrnOtiT LIMITS A.'\D WmiOtiT REGARD TO 
TilE CAUSE OR CAUSES THEREOF (EXCLUDr.-.'G PRE-EXISTING CONDITIO/\S), STR1Cf LIABILITY. OR THE NEGLIGENCE OF A;-;Y PARn · 
OR PARTIES (INCLUDING TilE NEGLIGENCE OF THE INDE:\1:-;IFIED PARTY), WHETIIER SUCH NEGLIGEl'iCE BE SOLE, JOU\1, 
CONCURRENT, ACTIVE, OR PASSfVE. 



\ . . . 

36. ENVlRONMENT A.L HAZARDS. Lessee shall usc the highest degree of c:ue and all reasonable safcgu:uds to prevent contamination or pollution of 
any environmental medium, including soil, surf:~ce wau:rs, groundw:uer, sediments, :~nd surf:~ce or subsurface strata. ambient air or any other environmental medium 
in. on, or under, the leased premises, by any waste, pollutant, or cont31Tlinant Lessee shall not bring or permit to remain on the leased premises any asbestos 
containing materials, explosives, toxic materials, or substances regulated as haz:udous wastes, hazardous materials, hnardous substances (as the term ~Hazardous 
Substance" is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 960 1, et seq.), or toxic 
substances under any federal, state, or local law o r regulation ("H3Z31dous Materials"), except ordin:uy products commonly used in connection with oil and gas 
exploration and development operations and stOred in the usual m31Uler and quantities. L ESSEE'S VIOLA TJ0:-1 OF THE FOREG OL"G PROHIBITION 
SHALL CONSTITUTE A ~L\TERIAL BREACH AND DEF. ULT HEREL~"DER A..'<"D L ESSEE SHALL L'\'"DDI:\IFY, HOLD HAR\ILESS A..~D 
DEFEND THE STATE OFTEXASANDTHE OWNER OF THE SOIL FROM AND AGAINST ANY CLA1~15, DA;\L\GES,Jt.;DG.\fEj'('TS, PENALTIES, 
L l.ABILITIES, AND COSTS (INCLUDING REASONABLE ATTOR.'iEYS' FEES A.'ID COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROHIBffiON OR (In THE PRESENCE, RELEASE, OR DISPOSAL OF A.'<'Y HAZARDOUS ~L\ TERI.ALS 0:-<, 
UNDER. OR ABOu'T THE LEASED PRE:\ USES DURII'iG LESSEE'S OCCl.JP . .\.~CY OR COI\'TROL OF THE LEASED PRDUSES. LESSEE SHALL 
CLEAN UP, RE:'\IOVE, RE;\I EDY A.'I"D REPAlR A.'iY SOIL OR GROt-;-;D WATER CO:--TA~IL"ATION A.'iD DA.\l-\.GE C.\ USED BY THE 
PR.ESE:-<CE O R RELEASE OF A.'iY HAZARDOUS MATERIALS IN, ON, Ul'iDER. OR ABOI.J'T THE LEASED PRDIISES DUR.DiG LESSEE'S 
OCCUPANCY OF THE LEASED PR.E:'t11SES IN CONFOR)-IA."'CE WIDI THE REQUIRDlENTS O F APPLICABLE LAW. TIIIS 
INDD-INIFICAT ION A.'ID ASSU:VlPTION SHALL APPLY, BUT IS NOT Ll;\flTED TO, LIABILITY FO R RESPONSE ACTIONS UNDERTAKE:'~ 
P URSUA: 'f T O CERCLA OR ANY OTHER El'i"VIRON~IE:"o'T AL LAW OR R.EGt.:LATION. LESSEE SHALL 1;\t\IEDl.A TELY GIVE THE STATE OF 
T EXAS A="'D THE OW:"iER OF THE SOU. WR11TEN l'IOTICE OF A.'iY BREACH O R SUSPECTED BREACH OF THIS PAR.-\ GRAPH, t.:PON 
LEA R. 'liNG OF THE PRESENCE OF ANY HAZARDOCS ;\!.A TERL.\LS, OR UPON RECE~G A :"iOTICE FRO~f . .\.'iY GOVER.'i~lE;".'TAL 
AGENCY PE RTAINING T O HAZARDOUS MA TERI.ALS WHICH MAY AFFECT TilE LEASED PRDfiSES. THE OBLIGATIONS OF LESSEE 
H EREUNDER ~HALl.~ ~VIVE THE LXPIRA T ION OR EARLIER TER,\IJ:"iATION. FOR . .\J'iY REASON, OF THIS AGREDIDT. 

~-- .·· ... . ,"~ ·. ~ c 
..,.. \ or C. • 

~;'37. APPL~~LE ~AW. This lease is issued under the provisions ofTexas Natural Resources Code 52.171lhroug.h 52.190. commonly kn0"-11 as the 
Relinqu~hment ~~ klcfbt!fb applicable sl:llUtes and amendments thereto, am; if any proviston in tht.> lease docs not confcr-r;: to the~e s::~rutcs, th: s::!!'.:tes will 
prevail over \!:{IY'non~f~!'!lg lease provisions . 

. . .... <_:~!l...\-~ .. • 
38. ·~~~ON. 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 

~neral Land Offil!e'\,'rthe State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date of this lease shall 
be the date found~o? Page I . 

• •• 39. LEASE FILP.\G. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County 
~.!'r¥ 4rf 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 
eU,r;,ti,re until a certified copy of this lease (which is made and certified by the County Clerk from his records) is fil ed in the ~neral Land Office in ac:ordance "' tth 
"~'H:!i :tJrural Resources Code 52.183. Additionally, this lease shall not be binding upon the SL:ue unless it recites the actual and true consideration paid or promised 
for.execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certifie d copy to the General Land Office . 

•••• • • 4/ / 

•••• --- / 
• ( _ "- -1-1 -

/ •••••• :;-.,..t. /-...;- . 
• • LESSEE / 
• BY: CLAY J OJfNSON 

•••• • • • •• • TITLE: .... 

(/ ·e-·/ - ~, / 

DATE: u 

STATEO~XAS 

BY: j ;:r ./~ c 2_ ..._ ______ 
.• r ~ · r 

/ {. I ;::z:::;, L- <:..-/. ;_ 1..._ .:. - I...-

STATE OF TEXAS 

Individually and as agent fo r the State of Texas 
East Texas Company , Inc . , By : 

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

Fielding H. Ficklen , President 

STATE OF TEXAS 

BY:~~----:------..,.-..,.-..,.-..,.-..,.~---------­
Individually :~nd as agent fo r the State ofT ex as 

Date: ___ _ _____________ _ 

Date. _________________ _ 

STATE OF TEXAS 

BY:~~--,---~-,--::----:-:::-----­
Individually and as :~gent fo r the S tate of Texas 

Date. ___________ ______ _ 

A CERTIFIED COPY 
IF IT BEARS THE~ THE COUNfW~ 
A nEST· - _3' - / t!J 

@ UNDA McOONAU>. COUNTY CI.ERK 
CU:;;: COUNTY, TEXAS 

BY~..;L_~DEP\JTY 



ST ATE OF W a S b j n g t 0 D 

COUNTY OF Spa ~<ane 

(CORPORA TJCN ACK..'IOWLEDGMENn 

l -' 

BEFORE ME, the undersigned authority, on this day personally appeared,_-lF:..J;.. . .J:e::..l.w..dLlJ.... ;..nl..(g'!,-.LH.L...--'F"--'-j_,c_,k_l~.....<::e'-'-n..._ _____ _ _ _ _ 

known to me to be the person whose name is subscribed to the fon:going instrument. as,_.PL..J.r...se;;;._,;js~i.._d),Ue;;..nu...~t~-------------'of 

~~E_a_s_t_T~e_x_a~s~C~o_m~p_a~n~y_,~_I_n~c_.~'-a~~G_e_o_r~g~i7a_~c_o_r_p_o~r_a~t~i_o~n-~~kn~~Fdto~thM~a~~d ~~e 
for the purposes and consideration then: in expn:ssed, in the capacity stated, and as the act and deed of said corporation. 

d\ 
Given under my hand and seal of offi~ this the__,_l...::'6,__ __ day of I 11 n e 

STATE OF _ ________________ __ 

COUNTY OF ___________________ _ 

Notary Publicinandfor St at e of Washington 
t, · ~-1 - 1/' 

't-f 1 
(CORPORA TJON ACK..'IOWLEDGMEN1) 

,,, ...... , .. 
BEFORE ME, the undersigned authority, on th is day personal ly appearcd ___________ ____ --:'1~· ·-··cl),.''...:.•-:>\rrM_,~_s..,rc:-4;...•·:,:;·..,··~··-

./ ~-.:.•'tt-t<"D 
known to me to be the person whose name is subscribed to the fon:going instrument, as ~ .. . ·· ~ ·~ ··~.; ,,:·: Ofl·~M'4 

and acknowledged 19 lflf ~~ ~ ~ ;i!W : 
for the purposes and consideration then:in expressed, in the capacity stated, and as the act and deed of said corporation. : ~-. \ ~ ~a'io,4 :_,:~ _.= 

. .A. . ~ ...... ... ,..... . 
Given under my hand and seal of offi~ this the ____ day of _ _________ --J 19 __ . --. A. •• ,.,\ _.',._-.,; ... 

', •Y '•, · ··~v ... •, ..t· •••• , ... . ~ 7 ..... 

····.:' Nr~v ~~ .... ·· ________ ________ ,,,,,,,. ... , .... ,, 1' 

Notary Publ ic in and for----------

STATE OF __ "G-::-n---:-,0/.)-;-- --.--- (IND!YlDUAL ACK..'IO\VLEDGMEN1) 

••• • • • •• • 
•••• • • • • • • 

• 
•••• • • •••• COUNTY OF_m __ t'CJ..JJ.).;j)Z _ _____ _ 

/1 ~~ ~ }_ . L Jrv-. =••••• 
Befo re me, the undersigned authority, on this day personally appearcd ____ (/f __ ·.....::..~f---1f--""'-'(l.{ll:.._...;:.z....-"'-"~=-':._;_ r__,_ / _ _ _ ___ • • 

• 
known to me to be the persons whose names :IIC subscribed to the foregoing instrument. and acknowledged lome that they executed the same for the purpo~~""l+ • 

considerationthereinexpressed. ) :j dayof~ - / .I .

9 

Qv • u 

Given under my hand and seal oi office this the _ __.t:'i::;...;._7__.____ ~ U/ ~ L6 

t
~~ MONICA MARLOWE 
/.:1'/~i{·~\ NOTARY PUBLIC Notary Public in and for £_,-tVK(..c? 
\~..-{!J:~ State of Texas 
'<:~t ""'~+ Co!T'm. Exp. 10-30-99 . __ .. 

STATE OF .,. • • • • • • • • • • • • • • • • • (INDIVIDUAL ACK..~OWLEDGME-JT) 

COUNTY OF _ ___________ _ 

Before me, the undersigned authority, on this day personally appearc:d ____________ _ _______ ___ _ 

knov.11t0 me to be the persons ' \ hose names :IJ'C subscribed to the foregoing instrumc:Jt. and acknowledged to me that they executed the sarr:e fo r the purposes and 
considerJtion therein expressed. 

Given under my hand and seaJ of office this the _ ______ day of _ _ _____________ __, 19 _____ _ 

Notary Public in and for _ _________ _ 



1 

:>TATI: CfTEXAS 

(.;UUNTY OF CULBERSON I, Unda Urias. Clerk of the County Court in and 

for &a•d County ud S~te. do hereby COJtify that the foregomg "a true and / .-Z4 _ tf' g 
correct copyof /.k(_ I <f:tt?.t= L~4.£t! dated _ ___ ___!b~....:.:=......:__.:...!:~ 

19-----. _;, 5. r 
/19 tl ledfjrncord In myoffiee thia ._..2_.~ of ~/ 

lLL:L._. /() ·?e 4.~ Clerk'• File No. 5/L) Y , to be 
...-ded ta 1M lf2 cl ( .... fe..!:? F Recorda ot Cult.o.- CowltJ, 
Tuu. 

?TO CBRTIP'Y WBU:B, vnta- my lwod aad offlciU ~Van &or.. Uda 
_ __.d!.__..__c!aJrt _,~ .~ 

/ ' A UNDA Ui1AS. COUNn' CLEBJt 
By ~ ... (#«!4'< ~ s( , Depqo, CULBUSON COUNTY, TEXAS. 

• 
' 

.... 
• • • •• • 

J ••• 

• • 
~ .. 
. .,.., . . .. .. ., . 

• ... , . ... . .. 
•••• • • • • •• 



RAL REVIEW SHffi 

2753 L. Collier 

LBsslr: East Texas Company, Inc. 5/5/98 II 0 

LBss8B: Clay Johnson 160 

LIASE IBCftiJTlON 

CIUJty 
CULBERSON 

Base FIB No Part Sac. llodc Twp Strvay AJJst# 
6206 

TERMS IIHRED 

Prmry T ll'flt 

Blnls/A~n: 

Rlllta/ A~n: 

Roy~: 

CIIM'ARISONS 

Plf# 

15 years 

[ 
[ 
[3116 

133303 

:=J 
$5o.oo 1 

$1 .oo 1 

I 

SE/4 I ' P 14 c. 47 42 00 PUBLIC SCHOOL LAND 

TERMS RECOMPIIJIID 

Prmry T 11'111 [years 

Blnls/Aa'& I $50.00 

Rllltal Aln L $1 .00] 

Roy~ [3/16 

Data 111'111 Blnls/Ac. Rlllta/Ac. Roy~ llsbml 

L..L..-===---.:' L 

Lastl.BasB 
I ..--.11- 11.----..; I I .-

::=:=:===~ ~===============~] ~[ ===~ l ~ I L- _j Lo=J ~===~ 

::=:=:===~ ~=======-======~ I ll II II II:========: 
L..__ _ __, L..__ _____ -:l_, C l I I r==~ I I .__I __ __, 

ClliliBitl: 

Tuesday, August 18, 1998 



Ill AN Ht:;:>VUHI..it:;:>, L.l"'. V 
ACQUISITION CHECKING 

COMM ISSIONER OF THE GENERAL LAND OFFICE 
PARAGON #299:Lease Bonus 

••• • • • ••• 
•••• • • • •• • 
• 

•••• . . 
•••• 

• ...... . . 
• 

•••• • • • •• • 

Checking 

TITAN RESOURCES, L.P. 

Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration 
due the State of Texas for Oil and Gas 
Lease dated 05/05/98 from the State of Texas by 
Agent, East Texas Company, Inc., A Georgia 
Corporation, Lessor. in favor of Clay Johnson, 
Lessee, covering SE/4 of Section 47, 
Block 42, PSL urvcy, Culberson County, Texas . 

ACQUISITI<(_~~R!§J~ER OF THE GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus 

Checking Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration 
due the State of Texas for Oil and Gas 
Lease dated 05/05/98 from the State of Texas by 
Agent, East Texas Company, Inc. , A Georgia 
Corporation, Lessor, in favor of Clay Johnson, 
Lessee. covering SE/4 of Section 47, 
Block 42, PSL Survey, Culberson County, Texas. 

8/25/98 

99002139 

4,000.00 

8/25/98 002404 
4,000.00 

4,000.00 



121 Fl ~()I v-t 
31 . f!rt-1-~~ ';;14 

. . 

••• • • • •• • 
•••• . . . 

• • • 
• 

•••• • • •••• 
• ...... 
• • 

• 
•••• • • • . .. 



TEXAS GENERAL LAND OFFICE (II)- JooNo / 

GARRY MAURO 
COMMISSIONER 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 Jolmson 

CULBERSON 

Section: 47 Block: 42 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3/ 16 

Consideration 

Recommended:£@ 8 I) .9,9 
Not Recommended: ----
Comments: 

Lease Form 

Recommended: /lJd t}o);y 
Not Recommended: --- -
Comments: 

Spencer Reid, Senior Deputy 

Recommended: ~ 
Not Recommended: --- -

Bonus/Acre 

Rental/ Acre 

DATE: 18-Aug-98 

Base. File #: 133303 

Abstract: 6206 

$50.00 

$1.00 

Garry Mauro, Commissioner 

Approved: Gz'i1 
Date: _____ _ 

Not Approved: ___ _ 





Texas General Land Office 
Garry Mauro. CommiSSIOner 

November 2, 1998 

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

Re: RELINQUISHMENT ACT LEASE NO. M-100140 
SE/4 of Sec. 47, Blk. 42, PSL 
Culberson County 

Dear Mr. Ready: 

Stephen F Austm Bu1ld1ng 
1 700 Nonh Congress Avenue 
Au sun. Texas 7870 1· 1495 
(5 12) 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-100140. Please refer to 
this number in all future correspondence concerning the lease. 

Your remittance of $4,125.00, has been applied as the state's portion of the bonus, the 
processing fee and the filing fee. Please let me know if you should have any questions. 

Sincerely, 

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

DR:MT:mrg 

Pr~nted on recyCled paper WJ!h soybean Ink 





Lease Number Book/Vol Page Entry County I Pansh State 

TX299 -109 -2 09-000 - 00 78 81 51075 CULBERSON TX 

Lease Name: I East Texas Co : State of Texas, ET AL, acting by i Lease Date I 05/05/98 

Legal Descr1pt1on 

SE/4 of Sect1on q?, Block q2, Publ1c School Land Survey 

v ..;j ~ 

•••• • • • 
PR~~P~CT TX299 - PARAGON INDIAN/ST/FED Lt E# :V: - ::. 00 1-± v ) •••• • • • •• • 

Pay (s Account Number . Amount 

•• 
)(8o . oo St~toe • o f Texas 

Ge.r!~r~ l Land Office 
17~0 -~ . Congress Avenue (2.( • 
Aust ... i.~ , TX 78701 

• •• •• 
~ 

( ... ; -r\-mt'\ [2 ~sources. .. -~ 

RN - Period- Beg . 05/05/1999 DELAY RENTAL CHECK li 100296 
. 

INSTRUCTIONS to DEPQS~TORY: You have been des1gnated as depos1tory for the above descr1bed payment. Please cred1t the proceeds 
thereof to the .partie~ named and 1n the amounts 1nd1cated. Should any d1ff1culty of any nature arise, DO NOT RETURN our check, but 
make the depos1t to tne cred1t of the party named 1n a spec1al account, and adv1se us as soon as poss1ble for further 1nstructions. 

r I c. • 

100296 



••• • •• • • • • • • • ••• • • •• • • • • • • • • • • • • • • • • • • • • • • • •• • • 



Lease Nur.tber Book/Vol Page Entry County I Pansh State 

TX299-109-209-000-00 78 81 51075 CULBERSON TX 

Lease Name: I East Texas Co : State of Texas, ET AL, acting by I Lease Date I 05/05/98 

Legal Descriptlon 

SE/4 of Section 47, Block 42, Publ1c School Land Survey 

(~ I (..C.'-<:, 
L,( 

f) soL 

ft )A'"-
l(\ t 

l7' 

PROSPECT TX299 - P~_t{...Z~,.GO~T IND!~..N/ST/FED !...S~ ::: M_-'.._()('11.:_A~ 

Payee(s Account Number Amount 

• • (~c x_B o. oo St cte~· of Texas 
Ge~~f.al Land Office 
170 0 N . Congress Avenue 11 ·~ ') 0 ") . 
A us t :j,l>1, TX 78701 ''-"'--....,./ ;:; 

•••• .. • • • • • • • 
• 

RN .-. . Period 
-• 

Beg . 05/05/2000 DELAY RENTAL CHECK ij 100944 
•••• 

INSTRUCTIONS TO DEPOSITORY: You have been designated as deposltory for the above descr1bed payment. Please credlt the proceeds 
thereof to the part1es named and 1n the amounts 1nd1cated . Should any d1ff1culty of any nature ar1se, DO NOT RETURN our check, but 
make the deposit to the cred1t of the party named 1n a spec1al account, and adv1se us as soon as poss1ble for further 1nstruct1ons. 

100944 



•••• • • •••• 
•••• • • ••• • 

•••• • •••• 
• •• • • • •• • 

• .... 
• •••• 



Check # 102137 
Property Id I MMS Eft. Date Recording Information State County I Parish 

TX299-109-209-000-00 05/ 0511998 11120198 BK 78 PG 81 ENTRY 51075 • .; .M as • Culberson • • ·~ • • • • • • • • M-100140 ••• • • • • • • • • • • • • • •• • • • • 
Property Name I Lessor 

State of Texas, acting by and through its agent, East Texas Company, Inc., a Georgia Corporation 

Property Legal Description 

SEI 4 of Section 47, Block 42, Public School Land Survey 

0103 6262 

X <?o.o 0 

Payee Name & Address SSNI Tax Id Number 
State of Texas, act1ng by and through the Commissioner of the General Land Office 
1700 N. Congress Avenue Federal Tax Withheld 
Aust in, TX 78701 0.00 

ld-lC\M Acccu::t !'!umber 

Total Bank Charges 
0.00 

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

0510512001 12 DELAY RENTAL 80.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

I I c. ' 0.00 0.00 

L' -
I I 0.00 0.00 

Instructions tb depos1tory: you have been des1gnated as depos1tory for the above descnbed payment(s). Please credit the proceeds thereof to the parties 
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediatEf"J ~ 1 0 213 7 



• • •• • • 7, 
•• • • • •• • 
• • • • •• • • • • • • • • • • . .. 
• • • • • • • 

••• • • • •• • 



Check # 9901014 
Property Id I f.IMS · Eli'. Date Recording Information State County/Parish 

TX299-109-209-000-00 0510511998 11120198 BK 78 PG 81 ENTRY 51075 Texas Culberson 
M-100140 ••• • •••• 

Property Name I Lessor • 
State of Texas, acting by and through its agent, East Texas Company, Inc., a Georgia Corporation •• • • • • • • 

•• • • • 
Property Legal Description 

SEI 4 of Section 47, Block 42, Public School l and Survey •••• • • 

02031 412 
•••• 

X 0\) •• • 

/ oo_ • • . • •• 

fur e.. R -e so""' r-- c... e..c; LP 
)r 

I~ f 
Payee Name & Address SSN/Tax Id Number 

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

Account Number 

Total Bank CharQes 
0.00 

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

0510512002 12 DELAY RENTAL 80.00 0.00 

I I 0.00 0.00 
,.-
I 4 

I I 0.00 0.00 - ,....., 

- ... -:J 
~ 

I I 0.00 0.00 ·- l • 
~ - ,. . -

( - ,.. 
I I 0.00 0.00 - , . .. 

.--~ 
.... -

InstruCtions to depos1tory: you have been des1gnated as depos1tory for the above descnbed payment(s). Please credit the proceeds ther~f~ EJer'OeJ 4 
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately. .1. 



.... 
• •••• 

• • •• .. · : 
•• •• .. · : 

• 
• •••• 
•••• • 

•• •• • • •• • 


