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Gcaeral Land Office 
Rcllaquisbmat Act Lease Form 
Revised, September 1997 

OIL AND GAS LEASE 

THIS AGREEMENT is made and enlered into this 7th day of April 19 98 . between the St:u.e ofTex.as, a.cting by and through its 
~en~ _____ D~a~l~te~x~M~un~~n_A~s=s=o~c~i~a~t~e~s~·~a~J~o~1~n~t~V~e~n~t~ur~e~un~d~e~~~t~e~l~a~w~s~o~f~t~h~e~S~t~a~t~e~o~f~T~e~x~a~s~----
--~~~~~~~~~~~~-,~----~~nT~~Tr-·of __________________________________________ ~-----
--~P~O~B~o~x~S~l~S~l~O~,~~=li~d~l~a~n~d~,~'I~'e~x~a~s~/~9~/~l~O~-~l~S~l~O~----------------------------------------·s~d~ent 

(Give Permanent Address) 
herein referred to as the owner of the soil (whether one or more). md Clay Johnson 

--~~~--~,--~~~~~~-u~~--r-~------~~.----------------------------------------------·Of 203 W. Wa ll, Suite 800 . Midland . Texas 79701 
(Give Permanent Address) 

hereinafter called Lessee. 

l . GRANTING CLAUSE. For and in consideration of tbe amounts staled below and of the covenants and agreements to be p~d, kept and performed by 
Lessee under this lease, the State ofTexas acting by and through tbe 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 jlipe lines, building tanks, storing oil and building poweT stations, !clephone lines and other structures 
thereon, to produce, save, take care o f; treat and transport ~d products of the lease, the following lands situated in Reeves County, Stale 
ofTexas, to-wit 

All Section 24, Block 55 , PSL, containing 641 .0 acres; 

All Section 25, Block 55, PSL , containing 641 .0 acres; 

N/2 Section 36 , Block 55, PSL , containing 320 .0 acres; and 

All Section 30 , Block 59, PSL, containing 640 .0 acres . 

SEE EXHIBIT "A" ATTACHED HERETO FOR ADDI TIONAL PROVISIONS 

containing 2 , 242 acres, more or less. The bonus consideration p~d for this lease is as follows: 

I 

To the Stale ofTexas:----,-"'F-=i~f-ift-!:::y~F~i v.!...e""--T::..:h:..:.;O""'U:::.:S::..::a::..n~d"'--"'F-"i""f'-"t,_..y___,a=n=d'--"-'N=O.._/ =-1 0""'0"'----_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_- _- _--_-_-_-_-__ _ 
Dollars($ 55 ,050 . 00 ) 

To the own~r of the soil: Fifty Five Thousand Fifty and NO /100---------------------------
Dollars(S 55 ,050 . 00 ) 

Total bonus consideration: . ....,.....-*~:.,.;.~~:..:::;:::._..:::..:::c:..:......=.:.==:::=.:=...--"'-'-''-"'--'-'-'~~=--=~~=-c....:.;=--------------­
Dollars (S __ ~1~~~!...a....lo~---' 

The total bonus consideration p~d represents a bonus of Fifty and N0/100---------------------------
_____________________________ Dollars (S )Q . 00 ) per acre, on 2 , 202 oet acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a 1erm of Fiye ( 5 ) Years from this date 
(herein called "primary lerm") and as long thereafter as oil and~ or either of them, is produced in paying quantities from s~d land. 
As used in this lease, the lerm "produced in paying quantities" IDC3nS that the receipts from the sale or other authorized comme~ial use of the substance(s) covered 
exceed out of pocket operational expenses for the six months last past. 

3. Delay Rentals: If oil o r gas in paying quantities is not being produced from the premises on the first anniversary date of this 
lease and there are then no drilling operations being conc!ucted on the premises, then this lease shall terminate unless, on or before such anniversary 
date, Lessee shall pay, Y, d irectly to the owner ofth~ soil and a like amount paid o r tendered to the CO~CvUSSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS, AT AUSTr.-:. 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, when timely made, shall continue this lease for a period of one ( I) additional year. In 
li ke manner and upon payment of the amounts set out in ::be following schedule, this lease may be further continued for successive one-year periods 
during the primary term of this lease provided that pa~ment is made on o r before the anniversary date. 

Anniversarv Date Delav Rental per Acre 
First S 1.00 
Second S 1.00 
Third Sl6.67 
Fourth S 16.67 
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• • 4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Lessee: agr-ees to pay or cause: to be paid one-half (1/2) of lhc: royalty 
provided for in !his lease: to lhc: Corrunissionc:r oflhc: Gc:nc:ral Lmd Office of lhc: State of Texas, at Austin. Texas. and one-half ( 1/2) of such royalty to lhc: owner of 
the soil : 

(A) OIL. Royalty payable on oil. which is dc:fiDc:d as including all hydrocarbons produced in a liquid form at the: mouth of the: well and also as all 
condensate:, jj'itiiiJIC, and other liquid hydrocarbons recovered from oil or gas run through a sc:par.uor or othc:r equipment.. as hereinafter provided, shall be: 

3 lb part of the: gross produc::ioo or tbc: market value: thc:reo( at the: option o f the: ownc:r of the: soil or the: Commissioner of the: 
Gc:nc:ral Land Office:, such value: to be: determined by I) the: highc::st posted price:. plus premium, if any. offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type: and gravity in the gcnenl area where produced and whc:o run. or 2) the highest market price: thereof offered or paid in the 
general area where produced and when run, or 3) the: gross proceeds of the: sale: thc:rco( whichever is the: greater. Lessee: agrees that before any gas produced from the: 
leased premises is sold. used or processed in a plant, it will be: run freC 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: gllS by such means will be: recovered. The: requirement that such g115 be: run 
through a separator or other equipment may be: waived in writing !7y the royalty owners upon such tenns and conditions as they prescribe:. 

(B) NON PROCESSED GAS. Royalty on any ps (mcluding flared gllS), which is defined as all hydrocart>ons and gaseous substances not defined 
as oil in subparagraph (A) above, produced from any well on ~d lliiid (except as provided herein with respect to gas procxs.sc:d in a plant for the extraction of 
gasoline:, liquid hydrocarbons or other products) shall be: 3!16 part of the gross production o r tbc: market value thereo( at the option of the 
owner of the soil or the Commissioner of the Gc:nc:ral Land Offiee.. such value: to be: based on the highest market price paid or offered for gas of comparable quality in 
the general area where produced and when run, or the gross price ;>aid or offered to the producer, whichever is the g:ruter; provided that the maximum pressure base 
in me.llSuring the gas under this le11Se shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be: sixty (60) 
degrees Fahrenheit, correction to be: made for pressure according :o Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the 
most approved method of testing being used by the industry at the time of testing. 

(C) 
3 

.P,ROCESSED GAS. Royalty on any gas proces.sed in a g115oline plant or otheT plant for the recovery of gasoline or other liquid hydrocarbons 
shall be: /H> part of the: residue gas and the liquid hydroc3rbons extracted o r the market value thereo( at the option of the 
owner of the soil or the Corrunissioner of the General Land Office. All royalties due herein shall be: based on one hlllldrcd pc:rcc:nt (100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the 
total plant production ofliquid hydrocarbons attributable to tbc: g:as produced from this lease ; provided that ifliquid hydrocarbons are recovered from gas processed 
in a plant in which Lessee (or iiS parent, subsidiary or affiliate) O'llo'tlS m interest, then the percentage applicable to liquid hydrocarbons shall be: fifty percent (50%) or 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third 
party, th.:: highc;: percent thea being specified in processing agree::neots or contrac:IS in the inc!::s::-y.). " 11ichcver is the grc:aler. The respective royalties on residue gas 
and on liquid hydrocarbons shall be: determined by I) the highest :n.ar'cet price: paid or offered for any gas (or liquid hydroc3rbons) of comparable quality in the 
general area, or 2) the gross price: paid or offered for such residue gas (or the weighted average gross selling price: for the re:spc:ctive grades of liquid hydrocarbons), 
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be: less than the royalties which would have bc:en due had the gas not 
bc:en processed. 

(D) 011-lER PRODUCTS. Royalty on carbon black. sulphur or any other produciS produced o r manufactUrc:d frn)!l gas (excepting liquid hydrocarbons) 
whether said gas be: "casinghead, • "dry," or any other gas, by frac:::ion.ari.ng, burning o r any other processing shall be: 3Jlb pan of the 
gross production of such products, or the marl::et value the reo( 11 the option of the owner of the soil or the Corrunissioner of the General Land Office:, such marl::et 
value to be: determined as follows: I) on the basis of the highest :n.arl:et price: of each product for the same month in which such product is produced, or 2) on the 
basis of the average gross sale price: of each product for the same mooch in which such produciS are produced; whichever is the greater. 

5. MlNlMUM ROYALTY. During any year aft.e: the expiration of the: primary term of this lellSe, if this lease is maintained by production. the royalties 
paid under this lease in no event shall be: less than an amount equal to t:he total annual delay rental herein provided; otherwise, there shall be: due and payable on or 
be: fore the last day of the month succeeding the anniversary da.te of this lease a sum equal to the total annual rental less the amount of royalties paid during the: 
pre:eding j 'c:::-. If Paragraph 3 of this lease does not specify a delay n::ntal amount. then for the purposes of this paragraph. the delay rental amount shall be- nne: 
dollar (S 1.00) per acre. 

6. ROYALTY IN KIND. Notwithstanding any odlc:r provision in this lease, at any time or from time to time, the owner of the soil or the Commissioner 
of the General Land Office may, at the option of either, upon not less than sixty (60) days no tice: to the bolder of the lease, require that the payment o f any royalties 
accruing to such royalty owner under this lease be: made in kind. Tbe owner of the: soil's or the Commissioner of the General Land Office's right to take its royalty in 
kind shall not diminish or negate the owner o f the soil's or the Commissioner of the General Land Office's righiS or Lessee's obligations, whether express or implied, 
under this lease. 

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be: payable on any gas as may represent this lease's proportionate share of any fuel used to 
process gas produced hereunder in any processing plant. Notwitbstaoding any other provision of this lease, and subject to the written consent of the owner of the soil 
and the Commissioner of the General Land Office:, Lessee may re:::ycle gas for gas lift purposes on the leased premises or for injection into any oil or g115 producing 
formation underlying the leased premises after the: liquid hydro<::3;rboas contained in the gas have bc:eo removed; no royalties shall be: payable on the recycled gas 
until it is produced and sold or used by Lesscx in a manner whic!J entitles the royalty owners to a royalty under this lease. 

9 . ROYALTY PAYMENTS AND REPORTS. All royalties no t taken in kind shall be: paid to the Corrunissiooer o f the General Land O ffice at Austin, 
Texas, in the following manner: 

Payment of royalty on production o f oil and gas shall be: as provided in the: rules set forth in the: Teus Register. Rules curre ntly provide that royalty on oil is due 
and must be: received in the General Land Office on o r be: fore lhc: 5th cUy oflhc: second month suc=d.ing the month o f production. and royalty on gas is due: and 
must be: rccc:ivc:d in the: General Land Office on o r be: fore the: ! St!l day of the second month succeeding the month o f production. accompanied by the affidavit o f the 
owner, manager or o ther authorized agent, completed in the form and manner prescribed by the: Gcncai Land Office: and showing the gross amount and disposition of 
all oil and gas produced and the market value: of the oil and gllS. together with a copy of all documents. records or n:;>nrtS confirming the gross production. disposition 
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· ~d m~et value including gas meter readings, p ipeline receiplS. p:s line receipts and other checks oc memoranda of ~ount produced and put into pipelines, tanks, 
· or pools and gas lines or gas ·storage, and any other reports or =ds '41\ich the General Land Office ~· require to verify the gross production. disposition and 
marlc.et value. tn all cases the authority of a manager or agent to ac:: 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 remittanGc advice showing by the assigned General Land Office lease number the amount of royalty being 
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment W1I:S due, then Lessee owes a. penalty of s~. on the roya.Jty or 
S25.00, whichever is greater. A roya.Jty payment which is over thir.y (30) days la.te shall accrue a pen.a.lt~• of I 0% of the roya.Jty due or S25.00 whichever is greater. 
In addition to a penalty, royalties shall accrue interest at a rate of I~. per year; such interest w ill beg.Io =ruing when the roya.Jty is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the Gener.J La.,d Ot'r.cc o.::m;.-.is::r..ti"e tuk wi1ic(, is 
effective on the date when the affidavits or supporting documents -;verc due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as 
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way opc:-arc to prohibit the Stat.c's right of forfeiture as provided by law 
nor act to postpone the date on which royalties were originally due. 1bc: above penalty provisions shall oot apply in cases of title dispute as to the State's portion of 
the royalty or to that portion of the royalty in dispute a.s to fair rna:rht va.Jue. 

I 0. (A) RESER YES, CON"rn.ACTS AND OTiiER RECORDS. Lessee shall annu.a.Jiy furnish the Commissioner of the General Land Office with 
its best possible estimate of oil and gas reserves underlying this lease or a.Jiocable to this lease and shall furnish said Commissioner with copies of all contracts under 
which gas is sold or processed and all subsequent agreemerns and ame.cdments to such contracts within thirty (30) days U\er entering into or making such contracts, 
agreements or amendments. Such contnlets and agreements when received by the General Land Office sha.JI be held in confidence by the General Land Office unless 
otherwise authori.ztd by Lessee. All other cona-a.cts and records ~ing 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 a.Jl wells, tanks, pools, meters, and pipelines shall a.t all times be subject to inspection and 
examination by the Commissioner of the General Land Office, the AIIOrney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. W:itten notice of all operations on this lease shall be submia.cd to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, worl:over, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such 
wria.cn notice to the General Land Offtce shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion reports and 
plugging reports shall be supplied to the General Land Office at tbe time they are filed with the Texas Railroad Commission. All applications, permits, reports or 
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other governmental 
agency shall include the word 'State' in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of 
identifying wells, tank batteries or other associated improvements to tbe land must also include the word ' State.' Lessee shall supply the General Land Office with 
any records, memoranda, accounts, reports, cuttings and cores, or ocbcr information relative to the opc:rarion of the above-<kscribed premises, which may be 
requested by the General Land Offlce, in addition to those herein c::x;>rc:ssly 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 dcj)tb of well, of all wells drilled on the above described premises and shall transmit a true copy of 
the log of each survey on each well to the General Land Office ·.vithin fifteen ( I 5) days after the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials ar: oot filed in the General Land Office when 
due. The penalty for late filing shall be set by the General Land Office administrative rule which is e ffec:ive on the date when the mate.rials were due in the General 
Land Office. 

11. DRY HOLEJCESSA TION OF PRODUCTION Dl:"RlNG PRJMAR Y TERM. lf. during the primary term bereof and prior to discovery and production 
of oil or gas on said land, Lessee should drill a dry hole or holes tbe:eon, or if during the primary term he:-eof and after the discovery and actual production of oil or 
gas from the leased premises such production thereof should cease from any cause, this lease shall no< 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 a.s provided in this lease. 1!. during the last year of the prim~· te:m or within sixty (60) days prior thereto, a dry hole be 
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights sh.al.l remain in fu1.1 force and effect without further operations 
until the expiration of the primary term; and if Lessee has not resumed production in paying quantities 8I the expiration of the primary term, Lessee may maintain this 
lease by conducting additional drilling or reworking operations puml.3llt to Paragraph 13, using the expiration of the primary term as the date of cessation of 
production under Paragraph 13. Should the fim well or any subsequent well drilled on the above described land be completed as a shut-in oil or ga.s well witnm tne 
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 sbut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto 
terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in 
accordance with the shut-in provisions hereof. 

12. DRlLLING AND REWORKING AT EXPIRATION OF PR.lMA.RY 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 rcworl:.ing operations thereon, this lease shall remain in force so long as operations on said well or for 
drilling or reworking of any additional well are prosecuted in good faith and in woriananlike manner "'itbout interruptions totaling more than sixty (60) days during 
any one such operation. and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or 
payment of shut-in oil or gas well royalties or compensatOry royalties is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKING. lf. U\er the expiration of the primar~: term, production o f oil or gas from the leased premises, after 
once obtained, should cease from any cause, this lease sha.JI not terminate if Lessee commences additional drilling or reworlcing o perations within sixty (60) days 
after such cessation, and this lease shall remain in full force and effec:. for so long as such operations continue in good faith and in workmanlike manner without 
interruptions totaling more than sixty (60) days. lf such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and 
effect for so long as oil or ga.s is produced from the leased premises in paying quantities or payment of sbut-in oil or ga.s well royalties or payment of compensatory 
royaltie.s 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 &!\: the completion of the well as a dry hole, and this lease 
shall remain in effect so long as Lessee continues drilling or rcworidng operations in good faith and in a workmanlike rna.oner without interruptions totaling more 
than sixty (60) days. Lessee shall give written no tice to the GenC":'al Land Office within thirty (JO) days of any cessation of production. 

14. SHlJf-IN ROYAL TIES. For purposes of this p3.r.1g:G:ph, 'well' means any well that tw been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. If. a.t any time after :he expiration of the primary term of a lease that. until being shut in. was being maintained in 
force and e ffect. a well capable of producing oil or gas in paying quantities is located on the leased pr=.ises , but oil or gas is not being produced for lack of suitable 
production fac ilities or lack of a suitable market. then Lessee may pzy a.s a shut-in oil or gas royalty an amount equal to double the annual rental provided in the 
lease, but not less than S 1.200 a year for each W1:ll capable of producing oil or gas in paying quantities lf Paragraph 3 of this lea.se docs not specify a del ay rental 
amount. then for the purposes o f this paragraph. the delay rent.a.J lm<XIIlt shal l be one do llar (S 1.00) pc::- &::re . To be effe~e. each initial shut-in oi\..(lr gas royalty 
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must be pl\id on or before: (I) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce o il 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 latesL Such payment shall be made one-half(l/2) 
to the Commissioner of the General Land Office and one-half ( l/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be 
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month 
following the month in which production ceased, and, after that. if oo suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the 
lease for ;-;o(zs)c~ or;,e ( I) year by paying the same amount each year on or before the expiration o f each shut-in year. 

15. COMPENSATORY icJv 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 prem1ses ana completed in the same producing reservoir, or in any 
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective 
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory 
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing 
reservoir and within one thousand {1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half(l/2} to the Commissioner of the 
General Land Office and one-half ( l /2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is 
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand ( 1,000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in 
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset 
wells as provided in Texas Natural Resources Code 52.173; however, at the detenninat.ion of the Commissioner, and with the Commissioner's wrinen approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAlNED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has 
been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well o r wells as may be 
reasonably necessary for the proper development of the teased premises and in marketing the production thereon. 

(A) VERTICAL. Ln the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate 
as to all of the teased premises, EXCEPT (I} 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well 
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a Welt upon which Lessee is then engaged in 
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules 
and regulations of the Railroad Commission ofTexas, or any successor agency, o r other governmental authority havingjutisdiction. Lfat any time after the effective 
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is 
thereafter allocated to said well or wells for production purposes. this lease shall thereupon terminate as to al l acreage not thereafter allocated to said well or wells for 
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of 
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph I hereof, together with easements and rights-<~f-way for existing 
roads, existing pipelines and other existing facil ities on, over and across all the lands described in Paragraph I hereof ('the retained lands"), for access to and from the 
retained lands and for the gathering or transportation of 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 date of the primary or extended term it shall further 
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 exte1lded term Lessee pays an amount equal to one-half ( 112) of the bonus originally paid as 
consideration for this lease (as specified on page I hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said 
termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or 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 a.creage and/o r 
depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed 
by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90) 
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or 
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the 
General Land Office and such designation shall be binding upon Lessee fo r all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, o r to be paid, under this lease shall relieve Lessee of his obligation to protect 
the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased premises shall drill as many 
wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being 
drained by production of oil or gas, the Lessee, sublessee, receiva- or o ther agent in control of the leased premises shall in good faith begin the drilling of a well or 
wells upon the leased premises within 100 days after the draining well or wells or the well or wc.lls completed within 1,000 f~et of the leased premises start producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease anti !he e n'fter eflhe_""".-4' 
seil's ~e"e> ,;&ht5 to forfeiture. Only upon the determination of the Commissioner o f the General Land Office and with his wrinen approval may the payment of /'Y.Y/, 
compensatory royalty under applicab le statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. w/ftn-

18. FORCE MAJEURE. If, after a good faith effort. Lessee is prevented from complying with any express o r implied covenant of this lease, from 
conducting drilling operations on the leased premi.ses, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or 
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee 
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shal l be exte nded while Lessee is prevented, by any such cause, 
from conducting drill ing and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the 
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling o r reworking operations or production of oil 
or gas. 
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19. WARRANTl' CLAUSE. The owner of the soil ""''r."2nts and agrees 10 defend title 10 the leased pn:miscs. If the owner of the soil defaults in 
payments owed on the leased pn:mises, then L..c:sscc may n:dec::n r:bc rights of the owner of the soil in the leased pn:miscs by paying any mortgage, t.ues or other liens 
on the leased pn:mises. If lessee makes payments on behalf of the O"'Tier of the soil under this patagn~Ph. Lessee may n:cover the cost of these payments from the 
rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface est.atc in the above 
described land. whether or not Lessee's int.crcst is specified herein. :hen the royalties and n:ntal herein provided 10 be paid 10 the owner of the soil shall be paid to him 
in the proportion which his inten:st bears 10 the entin: undivided surface estate and the royalties and rcDtal hen:in provided 10 be paid 10 the Commissioner of the 
General Land Office of the State of Texas shall be likewise propor.:ioG&tcly n:duced. However, before Lessee adjusu the royalty or n:ntal due 10 the Commissioner of 
the General Land Office. lessee or his authorized n:pn:sentative must submit 10 the Corrunissioner of the General Land Office a written statement which explains the 
discn:pancy between the int.crest pW1JOrtedly leased under this lease md the acrual int.crcst owned by the owner of the soil. The Commissioner of the General Land 
Office shall be paid the value of the whole production allocable 10 my undivided int.crcst not covered by a lease, less the proportiona.t.e development and production 
cost allocable to such undivided int.cn:sL However, in no event slWI the Commissioner of the Gencnl Land Office rcc:eive as a royalty on the gross production 
allocable 10 the undivided int.crcst not leased an amount less than the nlue of one-sixteenth (1/16) of such gross.production. 

(B) REDUCTION OF PAYMENTS. u: during the primary t.crm, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the Scilool Land Board and the owner of the soil in accordance with Narural Resources Code Sections 52.151-52.154, or 
i( at any time after the expiration of the primary t.crm or the exl.eDGed t.crm, this lease cover1 a lesser number of acn:s than the total amount described herein. 
payments that arc made on a per acn: basis hen:under shall be reduced according 10 the number of a.c::res pooled. n:leased.. surrenden:d.. or otherwise severed. so that 
payments determined on a per acre basis under the t.crrns of this lease during the primary term shall be calcula.t.ed based upon the number of acres outside the 
boundaries of a pooled unit. or, if after the expiration of the primary tam, the number of acres actually retained and covered by this lease. 

21. USE OF WATER. Lessee shall b.ave the right 10 usc wuer produced on said land ne=sary for operations under this lease except wa.t.er from wells or 
tanks of the owner of the soil; provided, however, Lessee shall oot usc potable wa.t.er or water suitable for livestoCk or irrigation purposes for wa.t.erflood operations 
without the prior consent of the owner of the soiL 

22. A1.11li0RIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations 10 all per1onal property, improvements, 
livestock and crops on said land. 

23. PI?ELINE D!:PTIL When requc:st.cd by the owoc:- of the soil, lessee shall bur:· i!S ;Jfpelines below plow depth. 

24. V."ELL LOCATION LIMIT. No well shall be drilled oearer than rwo hundred (200) feet 10 any house or bam now on said premises without the 
writ:ten consent of the owner of the soil. 

25. POLLlJilON. In developing this area, lessee shall usc the highest degree of care and all proper safeguards 10 pn:vent pollution. Without limiting the 
foregoing, pollution of coastal wetlands, narural wa.t.erways, rive~ md impounded water shall be prevented by the u.se of containment facilities sufficient 10 prevent 
spillage, seepage or ground water contamination. In the event of j)Ollution. Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other 
pollutant and shall be responsible for all damage 10 public and privue properties. Lessee shall build a:od maintain fences around its slush, sump, and drainage pits 
and tank bat:teries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, lessee shall fill and level all 
slush pits and cellars and completely clean up the drilling site of all rubbish thereon. lessee shall, v.1ille conducting operations on the leased premises, keep said 
premises free of all rubbish. cans, bottles, paper cups or garbage, md apon completion of operations slW.l restore the surface of the land 10 as near its original 
condition and contour1 as is practicable. Tanlcs and equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limit.a.tiocs in this paragraph, Lessee shall have the right to remove machinery and fiXtures placed by 
Lessee on the leased premises, including the right to draw and re:oove casing, within one hundred [Wenty (120) days after the expiration or the termination of this 
lease unless the owner of the soi: grants lessee an extension of this 120-day period. However, Lessee may not n:move casing from any well capable of producing oil 
and gas in paying quantities. Additionally, Lessee may not draw md remove casing until after thirty (30) days writ:ten notice 10 the Corrunissioner of the General 
Land Office and 10 the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee 
under the t.crrns of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party 10 this 
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their be in, devisees, legal representatives, successors 
and as.signs. However, a change or division in owner1hip of the lmd. rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges 
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
division in ownership of the land, rentals. o r royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
representatives or assigrts) furnishes the Lessee with satisfactory written evidence of the change in own~ip, including the original n:corded muniments of title (or a 
certified copy of such original) when the ownership changed~ of a conveyance. A total or partial assignment of this lease shall, 10 the ext.cnt of the interest 
assigned, relieve and discharge Lessee of all subsequent obligations tmdcr this lease. If this lease is assigned in its entirety as 10 only part of the acreage, the right and 
option to pay rentals shall be apportioned as between the ~vera! ownen ratably, according to the aru 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 "'illcb pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a 
certified copy of such assignment in the General Land Office bcfur:: the next rental paying date, the er.tire lease shall t.cnnlnatc: for failure 10 pay the entire n:ntal due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject 10 all obligations, liabilities, and penalties owed to the State by the original lessee or any 
prior assignee of the lease, including any liabilities 10 the Stat.c for uupaid royalties. 

(B) ASSIGNMEm LIMITATION. Notwithstanding my provision in Paragraph 27(a), if the owner of the soil ~uires this lease in whole or in part by 
assignment without the prior writt.cn approval of the Corrunissioce: of the General Land Office, this lease is void as of :be time of assignment and the agency power 
of the owner may be forfeited by the Commissioner. An assigruTlC:lt will be treated as if it were macjc to the owner of the soil if the assignee is: 

( I) a nominee o f the owner of the soil ; 
(2) a corporation or subsidiary in which :he O'Oo"Oer of the soil is a principal stockholder or is an employee o f such a corporation o r subsidiary; 
(3) a pat111er1h1p in which the owner of the soil is a partner o r is an employee o f such a partner1h ip; 
(4) a pnncipal stockholder or employee of the corporation which is the owner of me soil : 
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(6) a fiduc iary for the owner of the soil; including but not limited to a gu1.-di.an, lNStee. executor. administraJor. rcce•ver. or conservator for the 
owner of the soil : or 
(7) a fami ly member of ttK owner of the soil or rellll.C'd to the owner of the soil ~· marriage. blood. or adoption. 

28. RELEASES. Under the conditions contained in this pan.gnph and P~ ~9. Lc:ssc:c may at any time cxecun: and del iver to the owner of the soil 
and place of record a release or releases covcing any portion or portions of the leased pn:misc:s. &DC thCl'Cby sum:nder this lease as to such portion or portions, and be 
relieved of all subsequent obligations as to ~e surrendered. If any pan of this lease is propc::ri)· su."l'Cndercd.. the delay rental due under this lease shall be reduced 
by ::.~ ;:;rcj)~:t ; ;);; L'lat the surrendered acreage beat'S to the acreage which was covered by this lczsc immedia.t.cly prior to such s um:nder. however, such release will 
not relieve u ssee of any liabilities which may have accrued under this lease prior to the SUITenck:' o~ su;h acreage. 

29. FILING OF ASSIGNMESTS A."'D RELEASES. !fal l or any pan ofthis le.zse is zs.sip!Cd or released. such assignment or release must be recorded in 
the county where the land is situa.t.cd. and the = rded instrument, or' a ::opy of the recorded ins:t:'um=l: certified by the County C ieri: of the county in which the 
instJUment is recorded. must be filed in the General Land Office within 90 days of the last cxecutioo date accompanied by the prescribed fil ing fee. If any such 
assignment is not so filed, the rights acquired andcr this lease shall be subject to forfeiture .::. the opc:ioc of the Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions peruining to the lease of the abovc-dc:s-"'"ib« land have been included in this instrument, in cluding the 
statement of the true consideration to be paid for the execution of this lease and the rights m d dutie:s o~ the partie:s. Any collateral agreements concerning the 
deve lopment of oil and gas from the leased p=ises which are not contaioed in this lease r=dc:- Cis I= invalid. 

31. FIDUCIARY DUTY. The OWI>C:" of the soil owes the Sw.e a fiduciary duty anc! m~ fully disclose any facts a.ffecting the Sla.t.c's interest in the leased 
prem ises. When the interests of the owner of t!>c soil conflict with those of the Swc, the ov.ner of th: soil is obligated to put the State's interests before his per'Sonal 
interests. 

32. FORFErn.JRE. lf Lessee shall fai l or refuse to make the payment of any sum v.ithi:I: thirty days after it becomes due, or if usscc or an authorized 
agent should knowingly make any false return or false report concerning production or drilling. or if Lessee shal l fail or refuse to drill any offset well or wells in good 

. faith as required by law and the rules and regulations adopted by the Commissioner of the Gene.-a.l La.'\d Office, or if US5ec should fai l to file reportS in the manner 
required by law or fail to comply with rules an<! regulations promulgated by the General Land OfSc:, the School Land Board. or the Railroad Commission, or if 
Lessee should refuse the proper authority a= to the records pen.a.ining to operations, or if L=e: o: an authoriz.c:d agent should knowingly fail or refuse to give 
correct information to the proper authority, or lcnowingly fail or refuse to furnish the General L=C Of!i::c a correct log of any well, or if ussec shall knowingly 
viola.t.c any of the material provisions of this le.zse, or if this lease is assigned and the assignmen: is oo: filed in the General Land Office as required by law, the rights 
a~uircd under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit sa=x when sufficiently informed of the facts which autho:iz.e a 
forfeiture, and when forfeited the area shall agzin be subj ect to lease under the terms of the R.elinquish::xot Act. However, nothing herein shall be construed as 
waiv ing the automatic termination of this lease by operation of law or by reason of any sped a! li..t::=.i-..z::~ :>o arising hereunder. Forfeitures may be set aside and this 
lease and al l rights thereunder reinstated before the rights of another intervene upon sa.tisfa:::wry e·.;d:-:~::c to the Commissioner of the General Land Office of fu ture 
compliance with the provisions of the law and of this lease and the rule:s and regulations th.a: m~ be a..);)pted relative hereto. 

33. LIEN. In accordance with T ex.zs Natural Resources Code 52.136, the Swe shall l:zvc t first l ien upon all oil a.od gas produced from the area covered 
by this lease to secure payment of all unpaid ro:o·alty and other sums of mooey that may be::omc due un~er this lease. B)' acceptance of this lease, U5sec grants the 
Sw.e, in addition to the lien provided by Texas ~arural Resources Code 52.136 and any other z.;Jpli:::able sta.tutory lien, an express contractual lien on and security 
interest in all leased minerals in and extracted from the leased premises, all proceeds which may a.=-u: to Lessee from the sale of such leased minerals, whether such 
proceeds arc held by US5ee or by a third party, and all fixrurcs on and improvements to the 1=~ pr=!ses used in connection with the production or processing of 
such leased minerals in order to secure the payment of all royalties or other amounts due o: to be=: due under this lease and to secure payment of any damages or 
loss th&I u ssor may suffer by reason of Lessee's breach of any covenant or condition of this 1=, wb::her express or implied. This lien and sccuriry interest may be 
foreclosed with or without coun proceedings i.x: the manner provided in the Title I, Chapter 9 o~ the T:x.a.s Business and Corruncrce Code. u ssec agrees that the 
Commissioner may require u ssee to execute a,,d record such instrumC!lts a:s may be reasonably oe=5a.")' to acknowledge, anacb or perfect this lien. ussee hereby 
represer::s that there arc no prior or superior I ic:ns a.-ising from and relating to Lessee's acti \'ities u;>OO ::X: above-described property or from u ssec's acquisition of 
thi: !=e. Sh:>;;ld the Commissioner az any ti!:l: determine that this represct~tation i! n<'t true, th= th: Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby g::Allted the right to pool or unitiz.c the royalty int.ercs:: o~tbe owner o f the soil under this lease with any other leasehold 
or mineral interest for the exploration. dcvelop:::1cnt and production of oil or gas or either of them a;xn. the same terms as shall be approved by the School Land 
Board and the Commissioner of the General Land Office for the pooling or unitizing of the int.ercs:: of the Sla.t.c under this lease punuant to Texas Natural Resources 
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lc:.= s.a::isfies the execution requirements sla.t.cd in Texas Narural 
Resources Code 52.152. 

and 
35. INDEMN11Y'. ussec hereb~· releases and discharges the Swe of Tcxas~c ""'Tl:::' of the soil. the ir officers.. employees, partner'S, agents, 

contractor'S, subcontractor'S. guests, in,· it.ecs, an:! their respective succe:s.sof'S and assigns, of anc! froc:: z.!: and any actions and causes of action of evel)• nature, or other 
harm, including environmental harm, for whict. recovery of damages is sought.. including, but no: li.x:li'..:d to, all losses and expenses which arc caused by the 
activities ofussec, its officer'S, employees. anc agents arising out o!, incidcntaJ to, or resulting frocr.. l:lC operations of or for Lessee on the leased premises 
hereunder, or that may arise out of or be occasioned by u sscc's breach of any of the terms o r pro"'isioo.s of this Agreement, or by any other negligent or strictly liable 
act or omission of ussee. Funher, Lessee hereby agrees to be liable for. exonerate, indemnif:-·, dcknc! and hold harmless the State of Texas and the owner of the soil, 
their officer'S, employees and agents, the ir su=sof'S or assigns, against any and al l claims. l iabilities., losses, damages, actions, pcr'Sonal inj ury (including death), 
costs and expenses, or other harm for which rc=very of damages is sought.. under any theory in::l~ tort, contrllct, or strictliabil iry, including anomeys' fees and 
other legal expenses, including those rel&Ied to c.nvironmentaJ hazards. on the leased prcmi..sd o: in ~ way related to ussec 's fai lure to comply with any and all 
environmental laws; those arising from or in any way rela.t.cd to usscc's operations or any othc: ofLc:ssec 's activities on the leased premises; those arising from 
Less~ ' s usc of the surface of the leased premises; and those that may arise out o f or be ocu:sio~ b~ !....cssec 's breach of any of the terms or provisions of this 
Agreement or any other act or om is~ ion of~. its d irector'S, officers. employees, partners. agc:n:l.. c::>ntra..'"t.Of'S, subcontnctof'S, guests, in,•itees, and their respective 
successor'S and assigns. Each assignee of this . .e..greement... or an inlcrcsl there in. agrees to be lia!>lc fo:. cxonera.t.c. indemnify. defend and hold harmless the Sla.t.c of 
Texas and the owner of the soil, their o fficer'S. emplo~ees, and agents in the same manner pro"ide< &.:Y."Vc in connection with the activnies ofuuee. 1ts office~. 
employees, and agents as described above. E.'XCEPT AS OTHERWISE EXPRESSLY LN ITED l:!I:R£0\. ALL OF THI: ISD EMJ'\m' OBLI GAT IONS 
A."ffi\OR LlABIUTIES ASSUMED ill'DER THE T ERMS OF TillS A GREEMI:?\T SHALl. Bf. WrnJ OLrr LIMITS A."''D w m i OliT REGARD T O 
THE C AUSE OR CAUSES THEREO F (EXC L UDING PRE-EXIS'Tr"'G CO!\'DITIOSS), STRJCT LIABILITY. OR Till: !'\EGLIG I:NCE O F A ·y PARn' 
OR PARTIES (INCLUDING THE !'\EGLIG E!"CE OF TI-lE INDDI:'l.FII:D PARn). W HI:'Tl{[R SUC H 1'\EGLIGESCE BE SOLE. J Ol.l'oT, 
C ONCURREI\T, ACTIVE. O R PASSIYE... 



True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



· · 36. ENVIRONMENTAL HAZARDS. l..asc:c sh.IU usc !be highc:st degree of care wd ~I rasoru.ble weguard.s to prevent conwnirwion or pollution of 
any enviroM •enw medium. including soil. ~ waLcrs. ~. sediments. ;and surf;acc oc subsurface stn.ta.. ambient air or ;any other enviroruncnw medium 
in. on, o r under, the leased premises, by any waste, pollutant. OC' ::oru:.ninant. Lcss.ec shall not b~ or permit to remain on the le;ased premises any asbestos 
conuining m;ateri~s. explos ives. toxic muerU!s. or substmcc:s qujan:d ;as haardous wastc:s, h.au:rdous materials. lu:urdous substancc:s (as the term •Hazardous 
Subst;ancc" is defined in the Comprehensive Ezrvirorunenw :tcsponsc. Compensation and Liabil ity Act (CERCLA). 4:2 U.S.C. Sections 9601, e1 seq.), or toxic 
subst;ancc:s under ;any federal , state, or loc.allzw or regula.tioa \P...a:z:m-dous Mw:rials}, except ord~· products commonly used in coMect.ion with o il ;and gas 
exploration ;and development opcr.1tions and stored in the usual :nmoct and qiW!titic:s. LESSEE'S VlOlA TION OF 1l1E FOREGOING PROHIBmON 
SHAL L CONSlTIVTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL I."o'DEMNIFY, HOLD HARMLESS AND 
DEFEND TilE STATE OF TEXAS AND THE OWNER OF~ SOIL FROM AND AGAINST A. "'Y CLA~lS., DAMAGES, JUDGMENTS, PENAL TIES, 
LIABILITIES, AND COST'S (INCLUDING REASONABLE ·"-TTORNEYS' FEES A.'IID COURT C OSTS) CAl!SED BY O R ARISING Ot.rr O F (n A 
VIOLATION OF THE FOREGOING PROIDBmON OR {II) THE PR.ESEI"''C E, RELEASE. OR DISPOSAL OF ANY HAZARDOUS MATERIALS O N, 
UNDER. OR ABOt.rr 11IE LEASED PREMISES DURL'iG LESSEE'S OCCUPANCY OR COl\ "mOL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE. REMEDY AND REPAIR ANY SOIL OR GROUNDWATER COI'cTAMINA TION A. "''n DAMAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MA TDUALS IN, O N, UNDER. OR ABOLT THE LEASED PREMISES Dl.JRING LESSEE' S 
OCCUPANCY OF THE LEASED PREMISES IN CONFOR.'fA."''CE WITII TilE REQUIRE..~TS OF APPLICABLE LAW. TinS 
INDEMNIFICATION AND ASSUMPTION SHALL APPLY. BUT IS NOT LIMITED TO, UABILITY FOR RESPONSE ACTIONS l.JNDERT AKEN 
PURSUANT TO CERCLA OR ANY OTIIER ENVIROI\~T AL LAW OR REGULA TIO!". LESSEE SHALL IMMEDlA TELY GIVE TilE STATE OF 
TEXAS AND THE OWNER OF TilE SOIL WRITTEN ~OTIC£ Of ANY BREACH OR SUSPECTED BREACH OF TillS PARAGRAPH, UPON 
LEARNING OF THE PRESENCE OF ANY HAZ.ARDOt:S ~ TERIALS, O R UPON RECEIV'L"'G A NOTICE FROM ANY GOVERNMEl''TA L 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT 1liE LEASED PREMISES. TilE OBLIGATIONS O F L ESSEE 
HEREUNDER SHALL SURVIVE THE EXPIRATION O R EA.RLIER TERMINATION, FOR A. "'Y REASO N, O F TinS AGREEMENT. 

37. APPUCABLE LAW. This lease is issued uodc:r :be provisions ofTcx;as Narural Resources Code 52.171 through 52. 190, commonly known ;as the 
Relinquishment Act, and other applicable starutc:s and amendmc::ns thereto, and if any provision in this lease doc:s oot collform to these surutc:s, the starutcs will 
prevail over any nonconforming lease provisions. 

38. EXECtrnON. This o il and gas lease must be sipod and acknowledged by the U:s.see before it is filed of record in the county records and in the 
General Land Office of the S tate ofTex;as. Once the fil ing n:qui:r=c:nts found io Paragraph 39 of this lease have been satisfied, the effective d;ate of this lease shall 
be the date found on Page l. 

39. LEASE FlUNG. Punuant to Chapter 9 of the Tcx.a:s B usiness and Commerce Code. this le;ase must !>e filed of record in the office of the County 
Cleric in any county in which all or any part of the leased pr=.is.c:s is located, and certified copies tbcr:of must be filed in the General Land Office. This lease is not 
effective until a ce rtified copy of this le;ase (which is made m d c=tificd by the County Cleric from his records) is filed in the General Land Office in accordance with 
Tex;as Na tural Resources Code 52.183. Additiooally, this I= shall oot be binding upon the S tate unlc:ss it recitc:s the actual and ttue consideration paid or promised 
for execution of this lease. The bonus due the State and the ?f=lOed filing fee shall accompany such certified copy to the General Land Office. 

TITLE: ____ __,.,...----,,......,-df"+------
DATE: _ ____,~---f--7 -___.1'--(i ___ _ 

STATE OF TEXAS 

BY:~~-~--~~~-~----­
Individually and as agent for the Swe of Tex;as 

Date: ____________ ____ _ 

STATE OF TEXAS 

BY:~~-~--~---,~-~~----­
lndividually and as agent for the State of T exas 

Date: ..... _______ _ _______ _ 

DAL TEX lvlUNN ASSOCIATES, 
a Texas Joint Venrure 

By: ~ 
M. Brad Bennett. :\llanaging Partner 
Individually and as agent for the State of Texas 

Date: --;f';;...<YJ'---;.,...?' ~"--"::.......>:d~·----

By: W/ITYl~ 
W.H. Munn, II. :-.lanaging Partner, 
Individually and as agent fo r the State of Texas 

Date: f/z / r& 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



STAT E OF TEXAS § 
COUNTY OF M IDLAND § 

This instrument was acknowledged before me on the 1-fM..day of . .=....;,H=-- ....:._-' 
Partner of Daltex Munn Associates, a Joint Venrure. on behalf of said Joint V. 

PEGGY AINSWORTH 
M'( CWMISSION EXPIRES 

April 22, 1999 

STATE OFTEXAS § 
COUNTY OF MIDLAND § 

PEGGY AINSWORTH 
MY COMMISSION EXPIRES 

Apr\122, 1999 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



. . 

STATEOFTEXAS § 
COUNTY OF MIDLAND § ~/J/1 

This instrument was acknowledged before me on the _,. ;_r~ d~ay o ----1--F=,,.......;;....;:;--> 

PEGGY AINSWORTH 
MY COMMISSION EXPIRES 

Apr1122, 1999 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



. . 

EXH IBIT "A" 
to 

Oil and Gas Lease dated April£ 1998, 
by and between Daltex Munn Associates, as Lessor, 

and Clay Johnson, 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 notify the owner of the soil in person or by te lephone of its 
intention to do so, and will a llow the owner of the soi l 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 
w ithin which to elect to take over the well for such purposes as the owner of the soil may desi re. If the 
owner of the soil e lects within the specified time to take over the well and attempt to complete the well 
as a water wel l, then, after the owner of the so il's complying with all the rules and regu lations of the 
Railroad Commission of Texas, the General Land Office and applicable statutes, Lessee shall, at its 
expense, set al l plugs as may be required by the Railroad Commission at the base of the water bearing 
sand designated by the owner of the soil and thereafter deliver the well to the owner of the soil, leaving 
in such well a ll surface cas ing and such production casing as may be necessary to extend I 00 feet below 
the predominant water bearing sand; and thereafier the owner of the soil shall own the well and shall be 
responsible for a ll subsequent liabi lities re lating 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 soil may use such excess water as may be available from 
time to time for ranch operations. Upon the cessation o f Lessee's use of any water well, 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 written consent of the owner 
of the so il first obtained, Lessee shal l not have the right to use any fresh water from said lands for any 
extraordinary operations, such as, but not limited to, 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 containment for any purpose. 

41 . The owner of the soil or his designated representative at their sole risk and expense, shall have 
access to the derrick floor and all other areas at all times during any operations conducted by Lessee on 
said lands. Written notice of operations under th is 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 
dri ll , well tests, comple tion reports and plugging records. Lessee shall supply the owner or the soil with 
any records, memoranda, accounts, reports, cuttings and cores, or other information re lative 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 wells drilled on 
the above described premises and shall transmit a true copy of the log of each survey on each well to the 
owner of the soil within fifteen ( 15) days afier making of said survey. 

SIGNED FOR IDENTIFICATION: 

~ =s:: 

M. Brad Bennett, Managing Partner 

W.I I.
1
MunAII, Managing Partner 

True and Correct 
copy of 

Original file'tfin 
Reeves County 

Clerks Office 



w 
~f -~~@.1.<'8-1-l!:-----
lt l -~:.___ ___ _ 
lc ___ _ _ 



TEXAS GENERAL LAND OFFICE 

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 Johnson 

REEVES 

Section: 24 Block: 55 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3/16 

Consideration 

Recommended~ /-10 ;.;JQ, 

Not Recommended: ----
Comments: 

Lease Form 

Recommended: f'lGA ~ \ ~ \4 g 
Not Recommended: ----
Comments: 

Spencer Reid, Senior Deputy 

Recommended: ?Jt 
Not Recommended: ----

G 

Bonus/Acre 

Rental/ Acre 

Date: ~/7( 1/ f 

Date: 

DATE: 09-Jul-98 

Base File #: 101241 

Abstract: 2674 

$50.00 

$1.00 

------
Approve 

Not Approved: ___ _ 





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-100084 
All Sec. 24, Blk. 55, PSL, containing 641 .0 acres; 
All Sec. 25, Blk. 55, PSL, containing 641 .0 acres; 
N/2 Sec. 36, Blk. 55, PSL, containing 320.0 acres; and 
All Sec. 30, Blk. 59, PSL, containing 640.0 acres 
Reeves County 

Dear Mr. Ready: 

Stephen F Austtn Butldtng 
1700 North Congress Avenue 
Austtn. Texas 78701 -1495 
(512) 463-5001 

The certified copy of the Relinquishment Act Lease covering the above referenced tract has 
been approved and filed in our records under mineral file number M-1 00084. Please refer to 
this number in all future correspondence concerning the lease. 

Your remittance of $55,175.00, 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. 

Sinceb~ w 
DrewReid ~ 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

DR:MT:mrg 

1 ~11 s : -If:::-;;. ~ 9 (... 

Punted on recycled paper woth soybean onk 



HAL REVIEW SHEET 

Traa:tbl# 2496 

l.8sslr: Daltex Munn Associates 

l.8ss8B: Clay Johnson 

LEASE IISCRPTlON 

Clllrty 

REEVES 

REEVES 

REEVES 

REEVES 

TERMS OffERED 

Prmry T ll'llt 

Blnls/ Alft 

Rlllta/Aa'a: 

Roy~: 

COMPARISONS 

Mf# 

Is years 

13/16 

Rasa FIB No Part 
101241 

135385 

115423 

138845 

$50.00 

$1 .00 

ALL 

ALL 

N/2 

ALL 

~t: 

l.8as8 Data: 

Acres: 

L. Collier 

4/7/98 II: 0 

2242 

Sac. 110 Twp SII'VBY 
24 55 00 PUBLIC SCHOOL LAND 

25 55 00 PUBLIC SCHOOL LAND 

36 55 00 PUBLIC SCHOOL LAND 

30 59 00 PUBLIC SCHOOL LAND 

TERMS RECOMMEJftO 

Plm'Y T 11'111 Is years 

Blnls/ Acra $50.00 

Rlllta/Acra $1 .00 

Roy~ 13/16 

Datu Torm Boous/Ac. Rlllta/ Ac. Roy~ llstn:a 

Abst# 
2674 

4383 

3487 

4640 

..------,, ;=' ==~'' ~ ==~' Last LBaso .-----, ~==========~ ~:::=::::: ~~ II II I ~I ====~ 

~===~ ~==========:::=::::: ~~ ~~ ~===~II II I ~I ====~ 
~==~ ~===========:: ~====:: :====::~==~;I II :~I ====~ 
.____ __ ____, '------ --------' ..___ _ __. ._________. .___ _ __.II II I ~.-I ------' 

CmiJIIJtJ: !First & second year rental is $1.00 and third & fourth year is $16.67. 

Thursday, July 09, 1998 





TIT('.N RESOURCES, L.P. V 
ACOUISITION CHECKING 

COMM ISS IO ER OF T HE GENERAL LA D OFFICE 
PARAG0l'r.'!299:U.\1se Bonus 

Checkmg 

TITAN RESOURCES, L.P. 
ACQUISITION CHECKING 

Lease Bonus 

Payment m full of the 112 of lease 
bonus consideration due State 
of Texas un~iJl) Oil and Gas 
Leases dated 04/07/98 from the State 
of Texas by Agent, Daltex 
Munn Associates, Lessors, 
in favor of Clay Johnson, 
Lessee, covering various 
lands m Culberson and 
Reeves Counues, Texas, 
as set out on attached 
spreadsheet. 

COMMISSIONER OF THE GENERA L LAND OFFICE 
:'.\RAGON #299:Lease Bonus 

Checking Lease Bonus 

Payment in full of the 1/2 of lease 
bonus consideration due State 
of Texas under (13) Oil and Gas 
Leases dated 04/07/98 from the State 
of Texas by A gem, Daltex 
Munn Associates, Lessors, 
in favor of Clay Johnson, 
Lessee, covering various 
lands in Culberson and 
Reeves Counties, Texas. 
as set out on attached 
spreadsheet. 

5/6/98 
001562 
626,774.50 

I 70 

980538 1 i -- '-' A 626.774.50 

001562 
516198 

626,774.50 

626.774.50 





Lease Number Book/Vel Page Entry County I Pa n sh State 

TX299-389-052-001-00 600 404 AMENDMENT000106 REEVES TX 

Lease ~>:arne I Dal tex Munn : State o f Texas , et a l, a c ting by and I Lease Date I 04/07/98 

Legal Descr1pt1on 

Al l Sect1on 24 , Block 55, PSL, contain1ng 641 0 acres; 

All sect.1on 25, Block 55, PSL, conta in1ng 641 . 0 acres; 

N/2 Sec t ion 36, Block 55, PSL , contain1ng 320.0 acres; and 

All Sect.1on 30, Block 59 , PSL, conca1n1ng 640 0 a.cres 

Ong1nal Recordat1on : 

Ree ves : Recor ded 6 17 98, Vol. 590, Page 153, Index U001723 

PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE4 ~ - 10 "84 
~ 

•••• 
--··<! !\ 

Account Number Amount 

•••• 
x l101 . 00 S t 9 t • of Texas 

Gerteral Land Office 
1 -.tf~ :N. Congress Avenue . . .. 
AtJAt lJl, TX 78701 

\z..( • • • • •• ltmn e.csour~ • 5 •• •• . . . . 
RlJ -• Period Beg . 04/07/1999 DELAY RENTAL CHECK U 100230 

I NSTRUCTIONS TO DEPOSITORY: You have been des1gnaced as depusltory for the above descr1bed payment. Please cred1t the proceeds 
thereof to the pa r t1es named and 1n the amounts ind1caced . Should any d1f f 1culty of any nature ar1se, DO NOT RETURN our check, but 
make t he depos1t. to t he cred1t of t he party named 1n a spec1al account, and advise us as soon as poss1ble for further 1nstrucc1ons. 

~~ 903 4838 100230 



@ m--1 oorJJ '6<f 
Re ta ymen~.-?J~ ~{q_q 

•••• • • • • • • 
•••• • • • • • • 

• 
• • • • • • •• • 
• •• • • • •• • 

• 
•• •• • • • . . 



•• • • •• . 
·: • • • • 

t.ease Number Book/Vol • • • • !:o Cnt!f :' Parish State Page Entry • • • . • • • • • • • • • 
TX299-389-052-001-00 590 15 3 00 1723 REEVES TX 

Lease Name: I Dal tex Munn : State of Texas , et al, acting by and I Lease Date I 04/07/98 

Legal Descnptlon 

All Sect10n 24 , Block 55, PSL, containing 641.0 acres; 

All Sect10n 25, Block 55, PSL, cont:a1n1ng 641.0 acres; 

N/2 Section 36, Block 55, PSL, cont:a1n1ng 320.0 acres; and 

All sect:1on 30, Block 59, PSL, cont:a1n1ng 640.0 acres 

Amendment Recordat1on: 

Culberson: Recorded 01/27/1999, Volume 78, Page 905, Amendment ~51493 

C3S11Q8 Reeves : Recorded 01/14/1999 . Volume 600. Page 4 04 . Amendment nooo106 

PROSPECT TX299 - PARAGON INDIAN/ ST/ FED ~SE !t M -::..C008 ~ ) 
Payee(s) ~) Account Number Amount: 

State of Texas (W \..-
~. ~101 . 00 

General Land Office 
\~J ~ · ) 1700 N . Congress Avenue 

Austin, TX 78701 , 
RN - Period Beg . 04/07/2000 DELAY RENTAL CHECK " 1 008 98 

INSTRUCTIONS TO DEPOSITORY: You have been des1gnat:ed as depos1tory for the above descr1bed payment. Please cred1t the proceeds 
thereof to the part1es named and in the amounts indicated. Should any d1ff1culty of any nature ar1se, DO NOT RETURN our check, but 
make the depos1t to the credit of the party named 1n a spec1al account, and advtse us as soon as posstble for further tnstructtons. 

100898 



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

I 
" I 



Check # 102055 

• • • 

Property Id / MMS Eff. Date Recording Information State County / Parish 
TX299-389-052-001-00 04/07/1998 06/ 17/98 BK 590 PG 153 ENTRY 001723 Texas Reeves 

M-100084 

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 
All Sect1on 24, Block 55, PSL, containing 641.0 acres; 
All Section 25, Block 55, PSL, conta1n1ng 64 1.0 acres; 
N/ 2 Section 36, Block 55, PSL, containing 320.0 acres; and 
All Section 30, Block 59, PSL, conta1n1ng 640.0 acres 

Amendment Recordation: 01031429 
Culberson: Recorded 01/ 27/ 1999, Volume 78, Page 905, Amendment #51493 
Reeves : Recorded 01/ 14/ 1999, Volume 600, Page 404, Amendment #000106 

Payee Name & 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 

l?tl~ Account Number 

Total Bank Charges 
0.00 

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

04/07/2001 12 DELAY RENTAL 18353.67 0.00 

. . . ,.: 0.00 0.00 .... 
• • • ••• 

• I I 0.00 0.00 

• • •• ' v 

\ I I Q-~~ (o 'j •• •• • CJ 
-· 

• •• .; I 0.00 0.00 Jl l \) .J./ -

• 
• . "' I '-' 0.00 0.00 

Instructions to depository: you have been designated as depository for the above described 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 immediater<j ~ 1 0 2 0 55 



• •• •• •• • • 
•••• • • •••• 

• 
•• • • • • •••• 

• •••••• • • 
• .. .. 

• • • • 



Texas General 
Land Office 

David Dewhurst 
Commissioner 

Post Office Box 12873 
Austin, Texas 
78711 -2873 

Stephen F. Austin Building 
1700 North Congress Avenue 

Austin, Texas 78701 -1495 

512.463.5001 
1.800.998.4GLO 

www.glo.state.tx.us 

August 14, 2002 

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

CERTIFIED MAIL#70012510000908147627 

State Leases: MF- 100110 , MF-100116, MF-100079 
MF-1 00084 and MF-100084 
Reeves County, Te.xas 

Dear Mr . Ready: 

Our records indicate that the captioned leases 
have terminated for failure to pay the delay 
rentals due April 07, 2002. If you have questions 
regarding this assessment please contact me 30 
days from receipt of this letter . 

If applicable, any wells on these tracts should be 
plugged and abandoned in accordance with Railroad 
Commission rules and regulations. The General 
Land Office will actively oppose any actions to 
avoid or postpone compliance with these 
requirements. 

Sincerely, 

4:~ 
Linda Anderson 
Minerals Leasing 
Energy Resources 
(512) 4 75-1516 

LA 




