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OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this 11 day o f Jrme 19__2!L_, between the State ofTexas, acting by and through its 
agent. DALTEX HUNN ASSOCIATES, a .JOiilt Venture under the laws of the S t ate of Texas 
--""~r---~~7r--~,--~--wr----~~~~~~r--of __________________________________________________ _ 
~PO~;BO~x~5~1~5~1~0~, ~Mi~dl~an~d~, ~T~e~xa~s~7~9~7~1~0~-~l~J~l~O~--------------------------------------·srudagent 

(Give Permanent Address) 
herein referred to as the owner of the soil (whether one or more), and CLAY JO}{N"SON 
----~~~r-<T~~~~~~~~~~nr~y--m~~~~~,-------------------------------------------'of 203 W. (~all, Suite 800, Midland , Texas 7 9 701 

(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 prud, kept and performed by 
Lessee under this lease, the State of Texas acting by and through tbc 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 sw:i~~_~;. telephone lines and other structures 
thereon, to produce, save, take care of, treat and tranSport srud products of the lease, the following lands situated in Cu.tberson County, State 
ofTexas, to-wit: 

ti/2 Section 11, Block 54, PSL, containing 320 acres; 

containing, ____ ..,3:..:2::.:0><------ acres, more or less. The bonus consideration prud for this lease is as follows: 

To the State ofTexas: Eigh t Thousand and N0/ 100---------------------- ----
0ollars (S 8 , 000 . 00 ) 

To the owner of the soil: Eight Thousand and N0/100---------------- -----------
0ollars (S 8 , 000. 00 ) 

Total bonus consideration: Sixteen Thousand and N0/100---------- - - ---------
0ollars (S 16 , 000. 00 ) 

The total bonus consideration paid represents a bonus of FIFTY AND N0/1()()---------------------------
----------------------------Dollars (S 50. 00 ) per acre, on 320 ti~ acres. 

2. TERM. Subject 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") and as long thereafter as oil and gas, or either of them, is produced in paying quantities from srud land. 
As used in this lease, the term "produced in paying quantities" rnc:ans 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 pasL 

3. Delay Rentals: If oil o r gas in paying quantities is not being produced from the premises on the fi rs t anniversary date of this 
lease and there are then no dr illing operations being conducted on the p remises. then this lease shall terminate unless, on or before such anniversary 
date. Lessee shall pay. Y2 directly to the owner of the soil and a like amount paid or tendered to the COiv0v11SSIONER OF THE G E, ERAL LA.."'ID 
OFFICE O F T HE STATE OF TEXAS, AT AUSTrN. TEXAS. a delay rental in the amount specified in the following schedule multiplied by the 
number of acres then covered by this lease, which pa~ ment. whc:n timely made, shall continue this lease fo r a period of one (I ) additional year. In 
like manner and upon payment o f the amounts set out in the following schedule. this lease may be further continued fo r successive one-year periods 
during the primary term o f this lease provided that pa~ ment is made on or before the anniversary date. 

Anniversarv Date Delav Rental per Acre 
First S 1.00 
~~~ S I.OO 
Third S 16.67 
Fourth S 16.67 



4 PRODUCTION ROYAL TIES. Upon productio n o f o il and/or gas. Lessee agrees to pay o r C3.USC to be paid one-half ( l/2) o f the royalty 
provided fo r in this lease to the Commissioner o f the General L...and Office of the State of Texas, a.t Austin. Texas, and o ne-half ( l/2) of such royalty to the owner o f 
the soil : 

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid fonn 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 o f the gross production ex the marlcet value thereof. at the option of the owner o f the roil or the Commissioner of the 
Gener.U Land Office, such value to be determined by I) the highest posted price, plus premium. if any, offered or paid for oil, condensate, distillat.e, or o ther liquid 
hydrocarbons, respectively, of a like type and gravity in the gencr.U area where produced and when run, or 2) the highest marlcet price thereo f o ffered or paid in the 
general area where produced and when run, or 3) the gross proceeds of the sale thereof. whichever is the gre:uer. Lessee agrees tha.t 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 o ther equipment may be waived in writing by the royalty owners upon such t.erms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any g:r; (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 Sii4Japd (except as provided herein with respect to gas processed in a plant for the extraction of 
gasoline, liquid hydrocarbons or other products) shall be ~ / lt> part o f the gross production or the market value thereof, at the option of the 
owner of the soi l or the Commissioner o f the General Land Office, such value to be base d on the highest market price paid o r 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 grea.t.e.r, provided that the maximum pressure base 
in measuring the gas under this lease shall not a.t any time exceed 14.65 pounds per square inch absolut.e, and the standard base t.empcrature 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 o f t.esting. 

(C) PROCESSED GAS. Royalty o n any gas processed in a gasoline plant or other plant fo r the recovery o f gasoline o r other liquid hydrocarbons 
shall be 3/16 part of the residue gas and the liquid hydrocarbons extract.ed 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 (100% ) of the total plant 
production of n:sidue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Less ee, whichever is the greater, of the 
total plant production ofliquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydroc:lrbons are recovered from gas processed 
in a plant in which Lessee (or its parent. subsidiary o r affiliat.e) owns an int.erest. 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 contracts in the indusny), whichever is the greater. The respective royalties on residue gas 
and on liquid hydrocarbons shall be determined by I) the highest mari<et price paid or offered for any gas (or liquid hydroc:lrbons) o f comparable quality in the 
general area, o r 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), 
wh ichever 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 . 

(D) OTIIER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from ~ (excepting liquid hydrocarbons) 
whether said gas be •casinghead, • "dry, • or any other gas, by fractionating, burning o r any other processing shall be 3t l6 part of the 
gross production of such products, o r the market value thereof, at the option o f the owner of the soil or the Commissioner o i the General Land Office, such market 
value to be determined as fo llows: 1) on the basis o f the highest rnarl::et price o f each product fo r the same month in which such product is produced, or 2) on the 
basis of the average gross sale price of each product fo r the same month in which such products arc produced; whichever is the greater. 

5. MlNIMUM ROYAL TV. During any year after the expiration o f the primary t.erm o f this lease, if this lease is maintained by production, the ro~alties 
paid under this lease in no event shall be less than an amo unt 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 o f this lease a sum equal to the total annual rental less the amo unt 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 pa.rag:raph. the de lay rental amount shall be one 
dollar (S 1.00) per acre. 

6. ROYAL TV lN KINO. Notwithstanding any other provision in this lease, at any time o r from time to time. the owner of the soil or the Commissioner 
of the General L311d Office may, at the o ption o f either, upon not less than sixty (60) days notice to the ho lder of the lease, require that the payment of any ro~alties 

accruing to such royalty owner under this lease be made in kind. 1bc owner of the roil's or the Commissioner of the Gencr.U Land Office's right to take its royalty in 
kind shall not diminish or negat.e the owner o f the soil's or the Commissioner o f 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) shall be without deductio n for the cost o f 
producing, gathering, s toring, se parating, treating, dehydrating, com pressing, processing, transponing, and otherwise malcing 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 ro~alty shall be payable o n any gas as may represent this lease's proportionate share o f any fuel i.ISed to 
process gas produced hereunder in any processing plant. Notwithstanding any other provision o f this lease, and subject to the wrinen consent o f the owner of the soil 
and the Commissioner of the General Land Office , Lessee ma~ recycle gas for gas lift purposes o n the leased premises o r fo r inj ection into any oil or gas producing 
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; no royaltie s shall be payable on the recycled gas 
until it is produced and sold or used by Lessee in a manner wluch entitles the royalty o wners to a royalty under this lease. 

9. ROYAL TV PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner o f the General Land Office at Austin, 
Texas, in the fo llowing manner: 

Payment o f royalty o n production o f oil and gas shall be as prov ided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due 
and must be rece ived in the General Land Office on o r before the 5th day o f the second month succeeding the month o f production, and royalty on gas is due and 
must be received in the General Land O ffice o n or before the 15th day o f the second month succeeding the mo nth of product io n. accompanied by the affidavit o f the 
owner, manager or other autho rized agent, completed in the fo rm 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 o f the o il and gas. together w ith a copy o f all documents, records or reports con fi rming the gross production, dispositio n 



and marlc:et value including gas meter readings. pipeline receipts. gas line receipts and other checks or memoranda of amount ?C'Qduced and put into pipelines, tanks, 
or pools and gas lines or gas ·storage. and any other reportS o r records ovnich the <ftneral Land Office may require to verify the gross production, disposition and 
marlc:et value. In all C:~Ses the authority of a manager o r agent to act for the Lessee herein must be filed in the <ftneral Land Office. Each royalty payment shall be 
accompanied by a check stub. schedule, summary or other remittance advice showing by the assigned <ftneral Land Office le:xsc number the amount of royalty being 
paid on each lease. If Lessee pays his royalty on o r before thirty (30) days :lfter the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or 
S25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or S25.00 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 roy-3Jty 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 <ftneral Land Office administrative rule which is 
effective on the date when the affidavits or supporting documents w~ due. The Lessee shall bear all responsibility for payiog o r causing royalties to be paid as 
prescribed by the due date provided herein. Payment of the del inquc::Jcy 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 marlc:e-t value. 

10. (A) RESERVES, CONTRACTS AND OTiiER RECORDS. Lessee shall annually furnish the Commissioner of the <ftoeral 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 agrc:emerrts and am:ndments to such contracts within thirty (30) days after entering into or making such contracts, 
agreements or amendments. Such contracts and agreements when r=ived by the <ftneral Land Office shall be held in confidence by the <ftneral Land Office unless 
otherwise authorized by Lessee. All other contracts and records pertaining to the production. transportation, sale and marlc:eting of the oil and gas produced on said 
premises, including the books and accounts, rece ipts 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 <ftneral Land Office, the A:!omcy General, the Governor, or the representative of any of them. 

(B) PERMITS, DRlLUNG RECORDS. Wrin:n ootice of all operations on this lease shal l be submitted to the Commissioner of the <ftneral 
Land Office by Lessee or operator five (5) days before: spud date, woricover, rc:-<:ntry, temporary abandonment or plug and abaDdonment of any well or wells. Such 
written no tice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies o f 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 arc: submitted to the Texas Railroad Ccmmission or any other governmental 
agency shall include the word "State" in the title. Additional ly, in accordance with Railroad Commission rules, any signage oo the leased premises for the purpose of 
identifying wells, tank batteries or o ther associated improvements to :he 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-<lescribcd premises, which may be 
requested by the General Land Office, in addition to those herein expressly provided fo r. Lessee shall have an electrical and/oc 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 log of each survey on each well to the <ftneral Land Office withio fifteen ( 15) days a.fter 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 fo r late fil ing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in the <ftneral 
Land Office. 

I I. DRY HOLEJCESSA TION OF PRODUCTION DVR£"G PRlMAR Y TER..'vi. Lf, during the primary term hereof and prior to discovery and production 
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, o r if during the primary term hereof and after the di=very and actual production of oil or 
gas from the 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 
date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next 
annual delay rental in the same manner as provided in this lease. lf. during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be 
completed and abandoned, o r the production of oil o r gas should cease fo r 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 quantities at the expiration of the primary term, Lessee may maintain this 
lease by conducting additional drilling or reworicing operations pursuant to Paragraph 13, using the expiration of the primary ::.erm 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 fo llowing 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 therc:atter 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. DRlLLING AND REWORKING AT EXPIRAT!Ol" OF PRlMARY 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 rc:woridng operations thereon, this lease shall remain in force so long as operations on said well or for 
drilling or reworking of any additional well arc: prosecuted in good !'ruth and in workmanlike manner without interruptions tooling 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 o r compensatory royalties is made as provided in this lease. 

13. CESSA TJON. DRlLLING. AND REWORKING. lf. lfter the expiration of the primary term, production of o il 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 shal l remain in full force and effect for so long as such operations continue in good faith aod in workmanl ike manner without 
interruptions totaling more: than sixty (60) days. If such drilling o r :-eworlcing 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 o il or gas well :oyalties 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 a.fter the completion of the well as a dry hole, and this lease 
shall remain in effect so long as Lessee continues drilling or rc:woricing operations in good faith and in a workmanlike manner without interruptions totaling more 
than sixty (60) days. Lessee shal l give written notice to the General Land Office within thirty (30) days o f any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this parag!"lph., · well" mearts 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 qu:mtitics is located on the leased premises, but oil or gas is :lOt being produced for lack of suitable 
production fac ilities or lack of a suitable market. then Lessee may pay as a shut-in oil o r gas royalty an amount equal to doubk the annual rental provided in the 
lease, but not less than S 1.200 a year fo r 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 (S 1.00) per acre. To be effective. each initial shut-in oil or gas royalty 



must be paid on or before: (I) the expiration o f the primary ~rm. (::) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (J ) 60 days 
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is l~st. Such payment shall be made one-half(lf2) 
to the Commissioner o f the General Land Office and one-half ( lf2) 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 fo r a period of one year from the end of the primary term, or from the first day of the month 
following ... the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the 
lease for !81tr more successiv_: ~m· of one ( I) year by paying the same amount each year on o r before the expiration o f each shut-in year. 

two (2)~-"? 
15. COMPENSATOR OY AL 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 well located within one thousand (1,000) feet of the leased premises and comple~d 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 sh3.11 cease, but the lease shall remain effective 
for the remainder o f the year fo r which the royalty has been paid. The Lessee may maintain the le ase for four more successive years by Lessee paying compensatory 
royalty at the royalty rate provided in the lease of the market value o f 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(lf2) to the Commissioner of the 
General Land Office and one-half ( lf2) 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 comple~d in the same producing reservoir and lo~d 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 arc not timely paid will accrue penalty and interest in 
accordance with Paragraph 9 o f 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 le ase to the contrary, after a well producing or capable o f 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 o f 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 expiration date of the primary or extended ~rm it shall then terminate 
as to all of the leased premises. EXCEPT (I) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well 
capable o f 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 3CTCS included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151-
52.153, or (J) such greater or lesser number o f acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules 
and regulations o f the Railroad Commission of Texas, o r any succ=or agency, or other governmental authority having j urisdiction. If at any time after the effective 
date o f the partial termination provisions hereof, the applicable fie ld rules arc changed or the well or wells located thereon arc reclassified so that less acreage is 
thereafter allocated to said well o r wells fo r 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 "''ith easements and rights-of-way fo r 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 
retained lands and fo r the gathering or transportation o f oil, gas and other minerals produced from the retained lands. 

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration da~ of tbe primary or ex:tcnded term it shall furthe r 
terminate as to all depths below I 00 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in Paragraph 16 (A) 
above, unless on or before two (2) years after the primary or extende d term Lessee pays an amount equal to one-half(l/2) of the bonus originally paid as 
consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and srud 
termination shall be delayed fo r an additional period of two (2) years and so long thereafter as oil o r gas is produced in paying quantities from such deeper depths 
covered by this lease. 

(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 d~ 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 o r counties where the lease is located and in the o fficial 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 sh.all relieve Lessee of his obligation to pro~ct 
the oil and gas under the above-described land from be ing drained. Lessee, sublessee. receiver or other agent in contro l of the leased premises shall drill as many 
wells as the facts may justify and shal l use appropri~ means and drill to a depth necessary to prevent undue drainage o f 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 le ased premises is being 
drained by production of o il or gas. the Lessee. sub !usee. receiver o r other agent in control o f 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 o r wells or the well o r wells completed within 1,000 feet of the leased premises s tart producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease jW! il 1b1 i "'IUF efll!~ 
seil'lllf:cne) Pir;h~ to forfeiture . Only upo n the determination o f the Com{llissioner o f the General Land Office and with his wrinen approval m01y the payment o f rJ...?" 
compensatory royalty under applicable statutory parameters satisfy the o bl igat ion to drill an offset well or wells required under this paragraph. llJ fl(l\ 

18. FORCE MAJEURE. If, after a good faith effort. Lessee is prevented from complying with any express o r implied covenant ofth\s lease, from 
conducting drilling operations on the leased premises, or from producing qit or gas from the leased p~mises by reason of war, rebellion, riots, strikes, acts of God. or 
any valid order. rule or regulation o f government authority, then while so preven~d, Lessee's obligation to comply with such covenant shall be suspended and Lessee 
shall not be liable for damages fo r failure to comply w ith such covenants; additionally, this lease shall be ex~nded while Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations o r from producing o il or gas from the leased premises. However, nothing in this paragraph shall suspend the 
payment of delay rentals in order to maintain this le= in effect during the primary ~rm in the absence of such dri ll ing o r reworking operations or production o f oil 
or gas. 



19'. WARRANTY CLAUSE. The owner o f the so il warr3llts and agre~s to defe nd title to the leased premises. lfthe owner of the soil defaults in 
payments owed on the leased premises, then ~ssee may redeem the rights o f the owner o f the soil in the leased premises by paying any mortgage, taxes or other liens 
on the leased premises. If Lessee makes payments on behalf o f the owner of the soil under this paragraph. ~ssee may recover the cost of these payments from the 
rental and royalties due the owner o f the soil. 

20. {A) PROPORTIONATE REDUCTION CLAUSE. If the owner o f 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 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 
~neral Land Office of the State of Texas shall be likewise proportionately reduced. However, before ~ssee adjusts the royalty or rental due to the Commissioner of 
the ~neral Land Office. Lessee or his authorized representative must submit to the Commissioner of the ~neral Land Office a written statement which explains the 
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner o f the ~neral 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 o f the ~neral 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 (1/1 6) of such gross.production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion o f the land covered by th is 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 1-52.154, or 
if, at any time after the expiration of the primary term or the eXtended term, this lease covers a lesser number o f acres than the total amount described herein, 
payments that are made on a per acre basis hereunder shal l be reduced according to the number o f 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 o f acres actually retained and covered by this lease. 

2 1. USE OF WATER. ~ssee 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, ~ssee shall not use potable water or water suitable for livestock or irrigation purposes for watertlood operations 
without the prior consent of the owner of the soil. 

22. AliTHORlZED DAMAGES. ~ssee shall pay the owner of the so il for damages caused by its operations to all personal property, improvements, 
livestock and crops on said land. 

23. PIPELINE DEPTH. When requested by the ov.ner of the soil, ~ssee shall bury its pipe lines below plow depth. 

24. WELL LOCATION LIM1T. No well shall be drilled nearer than two hundre d (200) feet to any house or bam now on said premises without the 
written consent of the owner of the soil. 

25. POLLUTION. In developing this area, ~ssee shall use the highest degree o f care and all proper safeguards to prevent pollution. Without limiting the 
foregoing, pollution o f coastal wetlands, natural waterways, rivers and im pounded water shall be prevented by the use of containment facilities sufficient to prevent 
spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other 
pollutant and shall be responsible for all damage to public and private properties. ~ssee shall build and maintain fences around its slush, sump, and drainage pits 
and tank batteries so as to protect livestock against loss, damage or inj ury; and upon completion or abando tunent o f any well or wells, Lessee shall fill and level all 
slush pits and cellars and completely clean up the drilling site of all rubbish thereon. ~ssee shall, while conducting operatio ns on the leased premises, keep said 
premises free o f all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface o f the land to as near its original 
condition and contours as is practicable. Tanks and equipment will be kept painted and presentable. 

26. REMOY AL OF EQUlPMENT. Subject to limitations in this paragraph, ~ssee 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 o f producing oil 
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thiny (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 casing which are not timely removed by Lessee 
under the terms of this paragraph. 

27. (A) ASS IGNMENTS. 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 o f the land, rentals, or royalties w ill not enlarge the obligations of Lessee, diminish the rights, privileges 
and estates of Lessee, impair the effectiveness o f any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
division in ownership o f the land, rentals, or royalties shall bind Lessee for any purpose until thiny (30) days after the owner o f the soil (or his heirs, devisees, legal 
representatives or assigns) fu rnishes 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 o f a conveyance . A total or partial assigtunent o f this lease shall, to the extent of the interest 
assigned, relieve and discharge Lessee of all subsequent obl iptio ns 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 o wners ratably, according to the area of each, and failure by one or more of them to pay his share of 
the rental shall not affect this lease on the part 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 o f such assigtunent in the ~neral Land Office before the next rental paying date. the entire lease shall terminate for fail ure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights md be subject to all obligat ions, liabilities, and penalties owed to the State by the original lessee or any 
prior assignee o f the lease, including any liabilities to the State fo r unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner o f the soil acquires this lease in whole or in part by 
assignment without the prior written approval of the Commissioner o f the ~neral Land Office, this lease is void as o f the time of assigtunent and the agency power 
of the owner may be forfe ited by the Commissioner. An assignment will be treated as if it we re made to the owner of the so il if the assignee is: 

( 1) a nominee of the owner o f the soil ; 
(2) a corporatio n or subsidiary in which the owner of the soil is a principal stockholder or is an employee o f such a corporat ion or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee o f such a partnersh ip; 
(4) a principal s tockho lder or employee of the corpo ration which is the owner of the soil ; 
(5) a partner or employee in a partnership which is the owner of the soil ; 



(6) a riduciary for the owner of the soil ; .ncluding 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 ;oil 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 :u any time execute and deliver to the owner of the soil 
and place o f 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 o bligations as to acreage surrendered. lf sny 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 th is 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 O ffice 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 forfe iture 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 considemtion to be paid for the execution o f this lease and the rights and duties of the parties. Any collateral agreements concerning the 
development of o il 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 tbe 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 rerum or false report concerning production or drilling, or if Lessee shall 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 tbe Commissioner of the General Land Office, or if~e 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, o r the Railroad Commission, or if 
Lessee should refuse the proper authority access to the records pertaining to opemtions, or if Lessee or an authorized agent should knowingly fail or refuse to give 
correct info rmation to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log o f any well, or if Lessee shall knowingly 
violate any o f the material provisions of this le ase, or if this le= is assigned and the assignment is not filed in the Gene ral Land Office as required by law, the rights 
acquired under this lease shall be subject to forfeiture by the C.,mmissioner, and he shall forfeit same when sufficiently informe d of the facts which authorize a 
forfe iture, and when forfeited the area shall again be subj ect to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as 
waiving the automatic termination of this lease by opemtion oflav.· or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this 
lease and all rights thereunder reinstated befo re the rights of ar.othc:r intervene upon satisfactory evidence to the Commissioner of the General Land Office of future 
compliance with the provisions o f the Jaw 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 ftrSt 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 acce ptance of this lease, Lessee gmnts the 
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contmctuallien on and security 
interest in all leased minerals in and extmcted 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 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 o r other amounts due or to become due under this lease and to secure payment of any damages o r 
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease:, whether express or implied. This lien and security interest may be 
foreclosed with or without court proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such :nstruments as may be reasonably necessary to acknowledge. artach or perfect this lien. Lessee hereby 
represents that there are no prio r or superior liens arising from and relating to Lessee's activities upon the above-described prope rty or from Lessee's acquisition of 
this lease. Should the Commissioner at any time determine that tb.is representation is not true, then the Commissioner may declare this lease forfeit.ed 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 o f the General Land Office fo r the pooling or unitizing o f the interest of the State under this lease pursuant to Texas • atural Resources 
Code 52.151 -52.153. The owner o f the soil agrees that the inclusion of this provision in this lease satisfies the execution requ irements stated in Texas ~arural 
Resources Code 52.152. 

and 
35. lNDEMNlTY. Lessee hereby releases and dis.;harges the State o f Texas 't!ctthe owner of the soil. their officers, employees. partners, agents, 

contmctors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes o f action of every narure, or other 
harm, including environmental harm, for which recovery of damages is soughL including, but not limited to, all losses and expenses which :ue caused by the 
activities of Lessee, its officers, employees, and agents arising out of, incidental to, o r resulting from, the operations of or for Lessee on the leased premises 
hereunder, or that may arise out o f o r 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 o mission of Lessee. Further. Lessee hereby agrees to be liable for. exonerate, indemnify, defend and hold harmless the State ofTexas 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 o ther harm for which recove ry of damages is soughL under any theory including tort. contract. or strict liability, including anomeys' fees and 
other legal expenses, including those relat.ed to environmental ha:z::uds, on the leased premises or in any way related to Lessee's failu re to comply with any and all 
environmental laws; those arising from or in any way related to Lc:ssee 's operations or any other of Lessee's activities on the leased premises: those arising from 
Lessee's use of the surface of the leased premises: and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement or any other act or omis~ion of Lessee, its directors. o fficers , employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective 
successors and assigns. Each assignee of this Agreement. or m in.tc:rest there in. agrees to be liable for. exonerate, inde mnify, 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 o f Lessee. its officers, 
employees, and agents as described above. EXCEPT AS OTHERWISE EXPR£SSL Y LIMITED HEREIN. ALL OF THE INDDINITY OBLIGATIOI"S 
AND\O R LIABILITIES ASSUMED l.il'iDER THE TER.\lS O F THIS GREE:\IENT SHALL BE WITHOLT LL\UTS ND WITHOuT REGARD TO 
THE CA SE OR CA USES THEREO F (EXCLUDI)JG PR.E-EXIST!:'G CONDITIONS}, STRJCf LIABILITY. O R THE NEGLIGE:-ICE OF ASY PARTY 
OR PARTIES (INCL Dll'iG THE EGLIGENCE OF THE L'l>DINIFIED PARTY). WHETHER S CH :-lEG LIC ENCE BE SOLE, JOC'.T, 
CO CURRENT, ACTIVE, OR PASSIVE. 



36. ENVIRONMENTAL HAZARDS. Lessee shall •J:S.e tbc highest degree of c:~~e 3lld all reasonable safeguards to prevent contamination o r pollution of 
any environment.aJ mediwn. including soil, surface waLcrs, grotmdwater. sediments, and surface o r subsurface st:ra.ta. ;unbient air or i111Y o ther env ironmental medium 
in. on. or under. the leased premises, by any waste. pollutant. oc :ocominanL Lessee shall no t bring or permit to remain on the leased premisel any asbestos 
containing mllterials, explosives. toxic materials, o r substances ~a.o::d as ha:z:udous wliStes. ha:z:udous materials. 1\azJ.rdo us substances (as the term MHa:z:udous 
Substance" is defined in the Comprehensive Environmental Rc:spoase. Compensation and Liability Act (CERCU}, -'2 U.S.C. Sections 960 I, et seq.), or toxic 
substances under any federal, state, or loC31 law or regulation ('"Ha:z:vdous Mllterials"), except o rdinary products conunonly used in connection with oil and g!IS 
exploration and development operations :10d stored in the usual :n.mner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBffiON 
SHALL CONSTITUTE A MATERIAL BREACH .~"ill OEFALL. THEREUNDER AND LESSEE SHALL L"m£.\t:NlFY, HOLD HA.R.\1LESS A.'JD 
DEFEND THE STATE OF TEXAS Al"ffi THE OWNER OF THE SOIL FROM AND AGAINST A.'JY CUI~ DA~lAGES, JUDGMEI'l'TS, PENAL TIES, 
LIABILITIES, A.'JD COSTS (INCLUDING REASON ABU: A TTOR.'JEYS' FEES AND COURT COSTS) CA t:SED BY OR ARISING Ot.rr OF (ij A 
VIOLATION OF THE FOREGOING PROHIBffiON OR(ll) THE PRESENCE, RELEASE, OR DISPOSAL OF A.'JY HAZARDOUS MATERIALS ON, 
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
CLE.A.'J UP, REMOVE, REMEDY A."ffi REPAIR A.'JY SO£L OR GROUND WATER COI'i1A.\1INATION A..'-i'D DA.\tAGE CAUSED BY THE 
PRESENCE OR RELEASE OF AL'JY HAZARDOUS MA TERlALS IN, ON, UNDER. OR ABOUT THE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF THE LEASED PREMISES IN CONFOR.'rfA.'JCE WITH THE REQUIREMENTS OF APPUCABLE LAW. THIS 
INDEMNIFlCATION A."ffi ASSUMPTION SHALL APPLY, BUT IS NOT LlMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUAI'ff TO CERCLA OR AI'JY OTHER ENVIRO~TAL LAW OR REGULATION. LESSEE SHALL Th'L,lEDIA TELY GIVE THE STATE OF 
TEXAS AND THE OWNER OF THE SO£L WRITrEN NOTICE OF A.'JY BREACH OR SUSPECTED BREACH OF 1liiS PARAGRAPH, UPON 
LEARNING OF THE PRESENCE OF AI'JY HAZARDOt:S )fA TERIALS, OR UPON RECEIVING A NOTICE FROM A.'JY GOYER.'JM.E~T AL 
AGENCY PERTAINlNG TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. TI:IE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL SURVIYE THE EXPIRATION OR EARLIER TERMINATION. FOR A..'JY REASO N. OF TillS AGREEMENT. 

37. APPLICABLE LAW. This !eliSe is issued under tbc provisions ofTexliS Natural Resources Code 52.17 1 through 52.190, commonly known as the 
Relinquishment Act, and o ther appl icable swutes and amendments tbereto, and if any provision in this lease docs not conform to these swur.cs, the statutes will 
prevail over any nonconforming lease provisions. 

38. E--XECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed o f record in the county records and in the 
General L311d Office of the S tate ofTexas. Once the filing requir=x-nts found in Paragraph 39 of this lease have been satisfied, the effective dlltC o f this lease shall 
be the date found on Page 1. 

39. LEASE FlUNG. Pursui111t to Chapter 9 of the T= Business and Commerce Code , this lease must be fil ed of record in the office of the County 
Cleric in any county in which all or any pan of the leased premises is loc:ued. and certified copies thereof must be filed in the General L311d Offi~. This lease is not 
effective until a certified copy o f this lease (which is made llld =tified by the County Clerk from his records) is fil ed in the General Land Office in accordance with 
Texas Natural Resources Code 52.183. Additionally, this lea:sc shall not be binding upon the State unless it reciteS the actual and true consideration paid or promised 
for execution of this lease. The bo nus due the State and the presc:-ibcd filing fee shall accompany such certified copy ::o the General Land Office. 

( 

-1 -/ / ,; - ;.,-'/ .- ... ; - /"---- -: /.- . 
Clay JohriSon LESSEE 

BY : _____ ___________ _ 

TITLE: _____ --::-=,--------
<' ,-, rl 

DA TE:._--=U=--·-/.._'-_ -_-; ~J ______ _ 

STATE OF TEXAS 

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

Date: _____________ ___ _ 

STATE O F TEXAS 

BY: ______ -:---=----:-........----- -
Individually and as agent for the: S tate ofTc:xas 

Date: ______ _ _ _________ _ 

DAL T EX l'vlUl'l-:-.: .-\SSOCIA TES 

By: ~--->-
;\-1. Brad Bennen. :\-la naging Pa rtn er 
In d ivid ua lly a n d as agent fo r the S ta te of Texas 

By: W/1 711~ 
',: .H .Munn. I I. ~lanaging Partner 

Ind ivid u ally a n d as agent fo r the S ta te o f T exas 



" . .. ' 

STATE OF TEXAS 
COUNTY OF MIDLA D 

T his instru ment was acknowledged before me on the /2 ~ay of ~WYV , 1998, by M. BRAD BEN ETT, 
Managing Partner of Daltex Munn Associates, a Jo in t Ventu re, on behalf of saiJoint Venture. 

PEGGY AINSWORTH 
l.rf COMMISSION EXPIRES 

April 22, 1999 

STATE OF TEXAS 
COU TY OF MID LAND 

~ am~~ 
otary ~and for Midland Coun ty Texas 

Commission Expires: Lf -1;)- qJ 

T his instru ment was acknowledged before me on the J;)_~ay of ~ l/Y'Y\..f 
Managing Partner of Daltex Mun n Associates, a Joint Venture, on behalf of said J o1 Venture. 

1998, by W.H. M1JN1 , II, 

PEGGY AINSWORTH 
l.rf COMMISSION EXPIRES 

April 22, 1999 

STATE OF TEXAS 
CO TY OF IIDLAI'm 

· a nd for Midland Coun ty Texas 

Co mmission Expires: q, J.) :JC) 

This instrument was acknowledged before me on the __ day of _____ , 1998, by CLAY JOHNSO . 

1 otary Public in and for M idland Co un ty Texas 

Commission Expires:-----------
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EXHIBIT "A" 
to 

Oil and Gas Lease dated June 11 1
h I 998 

by and berween Daltex Munn Associates, as Lessor 
and Clay Joh.nson, as Lessee 

40. (A) Lessee agrees that before abandoning any well (whether a well being drilled or a well which 
has ceased to produce) on said lands, it will noti fy the owner of the soil in person or by telephone of its 
intention to do so, and will allow the owner of the soil a reasonable time (not exceeding forty-eight ( 48) 
hours if a well is being drilled or thirty (30) days if a well has ceased to produce) after such notice 
within which to elect to take over the well for such purposes as the owner of the soil may desire. If the 
owner of the soil elects within the specified time to take over the well and anempt to complete the well 
as a water well, then, after the owner of the so il's complying with all the rules and regulations of the 
Railroad Comm ission of Texas, the General Land Office and applicable statutes, Lessee shall, at its 
expense, set all plugs as may be required by the Railroad Commission at the base of the water bearing 
sand designated by the owner of the so il and thereafter deliver the well to the owner of the soil, leaving 
in such well all surface casing and such production casing as may be necessary to extend I 00 feet below 
the predominant water bearing sand; and thereafter the owner of the soil shall own the well and shall be 
responsible for al l subsequent liabilities relating thereto, including plugging. 

(B) As to any water well drilled by Lessee on said lands for use in Lessee's operations 
hereunder, Lessee agrees that the owner of the soi I may use such excess water as may be avai lable from 
time to rime for ranch operations. Upon the cessation of Lessee's use of any water we lL such well shall 
be delivered over to the owner of the soil at no cost to the owner of the soil. Lessee may use water from 
wells drilled by lessee for ordinary lease operations, but without the express wrinen consent of the owner 
of the soi l first obtained, Lessee shall not have the right to use any fresh water from said lands for any 
extraordinary operations, such as, bur nor limited ro, secondary recovery operations. (For the purposes of 
this Subparagraph (B) the term extraordinary operations shall mean any operations other than drilling 
and reworking operations.) Lessee shall not have the right to use water from the owner of the soil's 
wells, tanks, streams or from any other surface conta inm ent for any purpose. 

41. The owner of the soil or his designated representative at their sole risk and expense. shal l have 
access to the derrick floor and all other areas at all times during any operations conducted by Lessee on 
said lands. Wrinen notice of operations under this lease shall be submitted to the owner of the soil by 
Lessee five (5) days before spud date, cessation of production, re-enrry, temporary abandonment or 
abandonment of any well, and shall include copies of Railroad Commission forms for application to 
drill , well tests. completion reports and plugging records. Lessee shall supply the owner of the soil 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 owner of the soil, 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 total depth of well. of all wel ls dril led on 
the above described premises and shall transmit a true copy of the log of each su rvey on each well to the 
owner of the soil within fifteen ( 15) days after making of said survey. 

SIG ED FOR IDE TIFICAT!ON: 

~----:::::::; 
M. Brad Bennen 

W.H. Munn , II . ' 
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"FILED FOR RECORD" 
AT fo:o 0 O'CLOCK ;<1 M. 

JUN. ;t/ (9~8' 
x{;A .f4·/2weff 

Count~erk., Culberson County, Tx. 
BY~~ DEPUTY 

- . 

THE STATE OF TEXAS l 

COUNTY OF CULBERSON J I, Unda Urtu.a.teltlllo.at.JOI!rtfllllld 
Cor aid Coan!J and s::w. do hereby eertity that U. ~· !Ia ~ ! /J! 
correct copy of 011 L <k fi f /...12.4- J ~ dated ~ £-/5- z_e_ , 

!9::::::..., ~ /7f tlled !?l record in my otllee this _L£_ day of 4«<.< , 
19_7_,, /<2:00 8-M..uncluCierk'sFUeNo. 5'/lHZ ,tobe 
recorded In the t2t '/ T ~ 4' .s' Record• of Culbemo CoantJ, 
~xaa. 

!/ TO CERTIFY W~, Wit- my hand and of!leial ~ ~ Vao Hom. thJa 
...;{.J:...~~o~:--dayof -:fl-/?UL . uJZ:L 

/ ~ /?" / UNDA URIAS, COUNTY CLERK 
Br ~.e£"~<4£,.Depaf7. CULBERSON COUNTY. TEXAS. 



Ull / ~il / ~!1 
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TrrAN REsoURcES, L.P. 

Ju.oe 16, 1998 

Mr.DrewRdd 
Texas Gclleral Land Offic.e 
Stephen F. Austill BuRcfiog 
1700 North Conxress Avenue 
Au.stin, Texas 78701 

R.e: R.ellnquiahraenl Act OU a.nd Gas Leases dated Jone 11 , 1998 
Dalte:s Murau Alsoclates, Agent for t.be SU.te ofTeus, Lessor 
Clay Johnson, Lessee 
Culbeaon Couoty. Tens 
Paragon PJ'Oipect 

Dear Mr. Reid: 

W1tb refermc:e to oar previom roaversatiou perlaiaing to the captiooed Of1 ADd GA! Leate, enclosed please rmd 
the following for your fflet aDd farther baDdUJlg: 

1. Certified copy ofOU and Gas Lease dated June U , 1998, between the Stllte of Texas, artma by 
and tbrougb Its Alent. Dattei Muon A.tsociata, said A&ent referred to u tbe owuer of the soil, 
and Clay Jobuoa, !Asee, covering &he M of Sclcdoo 11, Block. 54, PSI., containing 320 acres 
In Calbeaon County, Texas, wbltb bas beea duly filed uader Clerk's File No. 50825 to be 
recorded In the Oil aud Gas lax Records of Cnfbenoa County, Texas. 

2. Titan Resourta, LP. Cbeck No. 19-40 made payable to the order of Commissioner of the 
General Land Office o(tbe SU.te ofTeu! in the amount of$8,900.00, represeatiag paymeDt 
iD fuD of lease bonus c:ouidenltlon (1/l due the State of Texas) for tile above meotioned 00 and 
Gas Lease. 

3. Titan Raources, LP. Check No. 1941 made payable to tbe order or Commisslo•er or the 
Geaeral Lahd Onk:e oftbe State of Texas i.a the amount of$115.00, represflrting the requJrccl 
proc.cssing and filing lee for handling this matter. 

Please adviR this o.mce orthe us.igned MiDenl NlliDber for the enclosed lease when it bas been procc:ssed and 
duly ftled in your records. If additional information Is reqafred, please do not hesitate to C:Obtact the 
wulenlgDecl.. Tbank you for yonr continued cooperation aDd coartesy iD this matter. 

Very truly yours, 

lwb 

Eo closures 

500 W. TallUla • Suite 500 • ~ldland, Texas 79701 • Fax: (91 6) 887·0192 • Office: (916) 682·6612 



ft.caulsil-loN'ct:iEc'KINc3 V 
.. COMMIS lONER OF T HE GE ERAL LA D OFFICE . 

PARA GO 11299:GLO Filing & Processing Fees Payment in full of filing and 
processing fees due the tate of 
Texas for Oil and Gas Lease dated 
June I I. 1998, from the tate of 
Texas b) Agent, Dahex Munn 
Associates. Lessors, in fa, or of 
Cia) Johnson, Lessee. covering 
the /2 of ection II, Block 54, 

Checking 

• <• 
• • • • •• 

P L urvey. Culberson County, 
Texas. 

GLO Filing and Processing Fees 

TITa~ OURCES, L.P 

AC UI&'IT t3~~~m~~ER OF THE GE ERAL LA D OFFICE 
• fMAGO 11299:GLO Filing & Processing Fees Payment in full of filing and 

processing fees due the tate of 
Texas for Oil and Gas Lease dated 

• ., .. 
•• • c • • 
• •• 
• 

t c • .. . . 
•••• 

Checking 

June I I, 1998, from the State of 
Texas by Agent, Dahex Munn 
Associates, Lessors, in favor of 
Clay Johnson, Lessee, covering 
the N/2 of cction I I, Block 54, 
PSL Survey, Culberson County, 
Texas. 

G LO Filing and Processing Fees 

6/16/98 001941 
125.00 

!J{} 

980538f'7 
X 125.00 

6 16 98 
001941 

125.00 

125.00 



1111"\1'4 nt:.,JUUnVI::.;:) 1 L . r . v 
ACQUISITI8&t5i~~~~~ER OF THE GENERAL LAND 0FFICE · 

fS.ARAGON #299:Lease Bonus Payment in ful l of the 1/2 of lease bonus 
consideration due the tate of Texas 
for Oi l and Gas Lease dated June I I. I 998. 
from the State of Texas by Agent, 
Daltex Munn Associates. Lessors, 
in favor of Clay Johnson, Lessee, 
covering the N/2 of Section I I, 
Block 54, PSL urvey, Culberson 
County, Texas. 

6/ 16/98 

980538 ~'6 
Checking 

••• • • • • •• 

Lease Bonus 

TITAI'II<R OURCES, L.P. 
ACQli~IT~tSr~1tfsWffiER Of-' THE GENERAL LAND OFFICE 

• 
ff.~GON #299:Lease Bonus 
• •••• 

•• • • • • • •• 
• 

• •• • • • •••• 

Checking Lease Bonus 

Payment in full ofthe 1/2 of lease bonus 
consideration due the State of Texas 
for Oil and Gas Lease dated June II. 1998. 
from the tate of Texas by Agent, 
Daltex Munn Associates, Lessors, 
in favor of Clay Johnson, Lessee. 
covering the N/2 of Section I I . 
Block 54, P L Survey, Culberson 
County, Texas. 

6/16/98 

001940 
8.000.00 

17u 

t 8.000.00 

001940 
8.000.00 

8.000.00 



!!fi1J/;; ____ _ 
1(: ---

••• • • • •• • 
•••• • • • • • • 

• 
•• •• • •••• 
• • • •• 

•• • • 
• 

•• • • • • •••• 



TEXAS GENERAL LAND OFFICE 

GARRY MAURO 
COM11ISSIONER 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 

CULBERSON 

Section: 11 Block: 54 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3/16 

Consideration 

Recomrnende~ 7 }&98 
Not Recommended: ----
Comments: 

Lease Form 

Recommended: ({M.,J 8/ r: /r~ 
Not Recommended: - - --
Comments: 

Bonus/Acre 

Rental/ Acre 

DATE: 1 0-Jul-98 

111- ;oo o1~ / 

Base File #: 147574 

Abstract: 6792 

$50.00 

$1.00 

Spencer Reid, Senior Deputy 

Recommended: ~ 

Date: <l:/1/ q f 

Not Recommended: ----

Garry Mauro, Commissioner 

Approved:~ 
Not Approved: ___ _ 

Date: ------



5) 
f,'t /Uo7c.f 
11[ .... ~:...__ ____ _ 

ro_.-

~::; ~Vf'L _____ _ 



Texas General Land Office 
Garry Mauro, Commissioner 

August 14, 1998 

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

Re: RELINQUISHMENT ACT LEASE NO. M-100074 
N/2 of Sec. 11, Blk. 54, PSL containing 320 acres 
Culberson County 

Dear Mr. Ready: 

Stephen F Austtn Butldtng 
1700 Nonh Congress Avenue 
Ausun. 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 fi le number M-1 0007 4. Please refer to 
this number in all future correspondence concern ing the lease. 

Your remittance of $8,125.00, 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. 

s;;~K:J 
Drew Reid 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

DR:MT:mrg 

Punted on recyCled paper wtth soybean tnk 



HAL REVIEW SHffi 

2478 

l.8S8II': Daltex Munn Associates 

l.8ss88: Clay Johnson 

LIASE IISCftiiTION 

Basa Flo No Part 
CULBERSON .._. 147574 

TERMS OffERED 

Prml'y Tll'llt 

Blnls/ Acra: 

Rllrt1tl ACI'8: 

Roymty: 

COMPARISONS 

MF# 

Is years 

$50.00 

$1 .00 

13/16 

lBS888 

N/2 

C~t: L. Collier 

Lsasa Data: 6/11/98 II: 0 

Acros: 320 

Soc. II!Dt Twp StrVBY 
11 54 00 PUBLIC SCHOOL LAND 

TERMS RECOMMENIID 

Prmry T 11'111 Is years 

Blnls/ Acra $50.00 J 

Rllrt1t/ Acra $1 .oo 1 

Roymty 13/16 

Datu Tll'lll lllllus/Ac. RIII~Ac. Roymty llstB:a 

Abst# 
6792 

~============~ .-- -----, C ~ .__I _ __.I C ~ ......._C_~ Last LBasa 
.----------, I ! II 
:=====~ ~===============~ ~~ :===:II II : ~I ===: :=====~ 

II I f II 
L--------' L___ _____ ___, L___ _ _J ~~II II I ~I ==~ ~====~ 

COOIIIJIIts: !Delay rentals are as follow: first & second year is $1 .00, third & fourth are $16.67. 

Friday, July 10, 1998 



r9 
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Lease Number Book/Vol Page Entry county I Pansh St ate 

- '--·· 
TX299-109-098-000-00 77 899 AMENDMENT 51493 CULBERSON TX 

Lease Name I Dal tex Munn : State o f Texas, e t al, acting by and I Lease Date I 06 / 11/98 

Legal Descr1pt:1on 

N/2 oC Sect1on 11, Block 54 , PSL, conta1ning 320 acres; 

Or 1g1nal Recorda t 1on: 

Culberson: Recorded 07/09/98, Vol. 77, Page 407. Index ~50825 

Culberson: Recorded 11/20/98. Vol. 77, Page 899, Index ~ 51058 

a '"' -o ....,...., v --f:.J "8 

••• • /} ( Nt~~PECT TX299 - PARAGON INDIAN/ST/FED LSE# M-1 00~"~74 
•••• -
•• • 
Par ee s Account Number Amount 

•• \ Sl:A{;e o f Texas 160 . 00 
G~n~al Land Office "' 1 7'0 0 ~. Congress Avenue . . 
A~s t;.~ n , TX 78701 

• • • ••• • 

RN - Period Beg . 06/11/1999 DELAY RENTAL CHECK ff 1 00 323 

I NSTRUCTIONS TO DEPOSITORY: You have been des1gnated as depos1tory for the above descr1bed payment. Please cred1t the proceeds 
t her eof to the parties named and in the amounts 1nd1cated. Should any d1ff1culty of any nature ar1se, DO NOT RE~~ our check, but 
make t he depos1t to the cred1t of the party named 1n a spec1al account, and adv1se us as S<~n as poss1ble for further 1nstruct1ons. 

,.,~ ~<SCUrc...es 

100323 



•••• • • • • • • 
•••• • • • • • • 

• 
•• • • ••• • 

• •••••• • • 
• 

•• • • • • • • •• 



Check # 100990 
Property Id I MMS Eft. L}ate Recording Information State County I Parish 

TX299-109-098-000-00 0611111998 07109198 BK 77 PG 407 ENTRY 50825 Texas Culberson 
M-100074 

Property Name I Lessor 
State of Texas, acting by and through its agent, Daltex Munn AssoCiates, a Joint Venture under the laws of the State of Texas 

Property Legal Description 
Nl2 of Section 11, Block 54, PSL, conta1n1ng 320 acres; 

Second Recordation : 
Culberson: Recorded 11120198, Vol. 77, Page 899, Index #51058 

Amendment Recordation: 
Culberson: Recorded 0112711999, Volume 78, Page 905, Amendment #51493 
Reeves : Recorded 0111411999, Volume 600, Page 404, Amendment #000106 

Payee Name & Address SSNITax Id Number 
State of Texas 
General Land Office Federal Tax Withheld 
1700 N. Congress Avenue 

\~\ 
h ~ 0.00 

Austin, TX 78701 nn 5J 4 U Account Number .._, '-' 

•• •• • • Total Bank Charges •••• 
•••• • 0.00 

Pa~Mt .) Period Payment Amount Bank Service Property Property 
Due t>ate .Jtln m6nths) Description Due Charges Sub-Type Sub-Id 

061··~~ ('.I 12- DELAY RENTAL 160.00 0.00 
\..• s: (. .. ....... .. ,., . o- \ 

I . r;, "'.) ... 0.00 0.00 
(") , -: . •(..,.~ 
~ 

I ... .--. ' 
I I '" .... - 0.00 0.00 -\.. ::) 

I I 0.00 0.00 

I I 0.00 0.00 

~ ~r~"' e..~""' >-N~ , .r ( Y. J (r.{') ' 00 
Instructions to depository: you have been des1gnated as depos1tory for the above descnbed payment(s). Please credtt the proceeds thereof to the parttes 
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us tmmedtately. 1 0 0 9 9 0 



•••• . . 
•••• .... 

• • •••• 
• 

• •••••• • • 
•••• • • • • • 

. 
• 
•• 

• 
• • • • •• 



Check # 9901224 .. 
Property Id I r•1MS Eff. Date Recording Information State County I Parish 

TX299-109-098-000-00 0611111998 07109/98 BK 77 PG 407 ENTRY 50825 Second Texas Culberson 

M-100074 Recordation: 
Culberson: Recorded 11/ 20/98, Vol. 77, Page 899, 

Property Name I Lessor 
State of Texas, acting by and through its agent, Daltex Munn Associates, a Joint Venture under the laws of the State of Texas 

Property Legal Description 

N/ 2 of Section 11, Block 54, PSL, containing 320 acres 

Payee Name 8r. Address SSN/Tax Id Number 
State of Texas, acting by and through the Commissioner of the General Land Office 
1700 N. Congress Avenue Federal Tax Withheld 
Austin, TX 78701 0.00 

Account Number 

o2o3484a 
I Total Bank Charges 

0.00 
Payment Period Payment Amount Bank Service Property Property 
Due Date (in months) Description Due Charges Sub-Type Sub-ld 

0611112002 12 DELAY RENTAL 2667.20 0.00 

•• • 
• . . ~ 

• • J./ 0.00 0.00 
• ••• 7~ ~~ L-P " . . •/• •/ 0.00 0.00 .... 

/ :;.._ I • • 
• I I • 0.00 0.00 . 

•• • • • · r 1 0.00 0.00 20 

_IL 2 hb7~ 
Instructions to depository : you have been designated as depository for the above described payment(s). Please creclfttfie roceeds ther. p ~ i~ 
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately. 



•• , . 
•• . . . . . 
••• • 

. ~ .. . . .... 
····· . . 
.. 

• • • • • •• 


