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Revised, September 1997 

OIL AND GAS LEASE 

TillS AGREEMENT is made and entered into this 7th day of April 19 9 8 · . between the Swe ofTexas, acting by and through its 
agent. __ ....:D::..;a::.:l::...::.;te::.:x:..:......:M:..:.un=n:..:.....:A= ss::::.o= c =-ia=t=-e =-s ..L, --=a.....:::.JO=l.:..:nc.::t__:.Vc.::e~n:..:::t:-:::u:.::r..::e:.......::un=d:..::e:..:::rtli~t=le=----=l::..::a:..:.w:..::s::........::o::..:f:........:t:..:.h.:..::e::........::S::....:t:..:.a::....:t::..:e::........::o:<..::f~T::..::e:..:.x~a::.::s::...._ __ 
--~~~~~~~~rr-~---r-,~--~~~~-rrTTr_of, __________________________________________ ~-----
--~pc.::Q_c.::B~o:..:.x~S~I~S~I~O~,....:f:..::li=.d.=.=l=a.:..:nc.::d~,~T:..::'e:..:.x~a::.::S::...._f~9~t l~U~-=-1~5~1..::0~-----------------------------------------s~d~ent 

{Give Permanent Address) 
herein referred to as the owner of the soil (whethe.r one or more).md Clav Joh nson 

--~rr~--n7~--~~~-n~.-,.~.-~r-nn----~~~.-------------------------------------------~of 203 W. Wa ll . Suite 800 , Midlan d , Texas 79701 
{Give Permanent Address) 

hereinafter called Lessee. 

q 

l. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be p~d, kept and performed by 
Lessee under this lease, the State of Texas acting by and throo.gb tbc owner of the soil, hereby grants, leases and lets unto Lessee, for the sole and only plllpOse of 
prospecting and drilling for and producing oil and gas, laying ?ipc lines, building tanlcs, storing oil and building power stations, telephone lines and other structures 
thereon, to produce, save, take care of; treat and transport s~d products of the lease, the following lands situated in Reeves County, State 
ofTexas, to-wit: 

All Section 26 , Block 55 , PSL , con taining 641 acr es ; 
All Sec t ion 27 , Block 55 , PSL, con tain i n g 6 4 1 acr es ; 
All Section 3 4 ' Block 55 , PSL, containin g 641 acres ; and 
All Secti o n 35 , Blcok 55 , PSL, containin g 641 acr es . 

SEE EXHIBIT "A" ATTACHED HERETO FOR ADDITIONAL PROVISIONS 

containing 2 564 acres, more or less. The bonus consideration p~d fo r this lease is as follows: 

To theStateofTexas: S ix t y Two Thousan d Ninety Six a n d 88/ 1 00-------------- --- -----
Dollar:s (S 62 I 096 .88 ) 

Tothe own~rofthesoil: Sixty Two Thousan d Nin e t y Six a n d 88/1 00------ --- ----------------
Dollar:s (S 62 I 096. 88 ) 

Total bonus consideration: One Hundred Twenty Four Thousand On e hundred Nj n e ty Three a nd 76/1 0( 
Dollar:s (S 1 2 4 , 1 93 . 7 6 ) 

The total bonus consideration p~d represents a bonus of F ifty a n d N0/1 00-------- -------------------
--------------Dollar:s (S )0 .00 ) peracre, on2 4 83 8 7Soetacres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of Fiye ( 5 ) Ye ars from this date 
(herein called "primary tenn") and as long thereafter as oil and ps, or either of them, is produced in paying quantities from s~d land. 
As used in this lease. the term "produced in paying quantities" me:aos that the receipts from the sale or other authorized commercial use of the substance(s) covered 
exceed out of pocket operational expenses for the six months last past. 

3. Delay Rentals: If oil or gas in paying quantities is not being produced from the premises on the first ann iversary date of this 
lease and there are then no drilling operations being conducted on the premises, then this lease shall terminate unless, on or before such anniversary 
date, Lessee shall pay, \ll di rectly to the owner ofth.: ; o il and a like amount paid or tendered to the CO!vNISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS, AT AUST[)i. 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 ( 1) additional year. In 
like manner and upon payment of the amounts set out in :be following schedule, th is lease may be further continued for successive one-year periods 
during the primary term of this lease provided that payment is made on o r before the anniversary date. 

Anniversarv Date Delav Rental per Acre 
First S 1.00 
Second S 1.00 
Third S l6.67 
Fourth S l6.67 
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4. PRODUcnON ROYALTIES. Upon produc:jon of oil and/or gas. Lessee agra:s LO pay or cause LObe paid one-half(l/2) of the royalty 
provided for in this lease LO the Commissioner of the General Lmd Office of the Sw.e ofTellas, at Austin. Tens, and one-half (112) of such royalty LO the owner of 
the soil: 

(A) OIL Royalty payable oa oil, which is defined zs including all hydrocarbons produced in a liquid form a.t the mouth of the well and also as all 
condensate, .l!i.;till;.te, and other liquid hydrocarbons recovered from oil or gas run through a separator or other eouiorocnl, as hereinafter provided, shall be. 

::S tl 0 part of the gross production or the marlcet value the reo( at the option of the owner of the soil or the Commissioner of the 
General Land Office. such value LObe determined by I} the high= 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 gcnen.l area where produced and when run. or 2) the highest marlcet price thereof offered or paid in the 
general area where produced and when run, or 3) the gross prooeeds of the sale thereof: whichever is the greater. Lessee agrees that before any gas produced from the 
leased premises is sold, used or processed in a plant, it will be run f':nX 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 hydrocarboas recoverable from the gas by such means will be recovered .. The requirement that such gas be run 
through a separator or other equipment may be waived in writing by tbc royalty owners upon such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any ps (tncluding flared gas), which is defined as all hydrocarbons and gaseous substances not defined 
as oil in subparagraph (A) above, produced from any well on Plid land (ellcept as provided herein with respect LO gas processed in a plant for the extraction of 
gasoline, liquid hydrocarbons or other products) shall be 3tl6 part oftbc gross production or the market value thereof, at the option of the 
owner of the soil or the Commissioner of the General Land Office. such value to be based on the highest market price paid or offered for gas of comparable quality in 
the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the muirnum pressure base 
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) 
degrees Fahrenheit, com:ction to be made for pressure according LO 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 

.I?.RPCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be /11:> part of !he residue gas and the liquid hydrocarboas extra.cted,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 (1000/o) of the total plant 
production of residue gas attributable to gas produced from this lease. and on fifty percent (50%),()( th.a.t percent accruing to Lessee, whichever is the greater, of the 
total plant production ofliquid hydrocarbons mributable to the g:zs produced from this lease; provided that ifliquid hydrocarbons are recovered from gas processed 
in a plant in which Lessee (or its parent, subsi<liary or affiliate} owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or 
the highest percent accruing to a third party processing gas tbro~ such plant under a processing agreement negotiated at arm's length (or if there is no such third 
part}, the highest percent thea being specified in processing agr=ents or contracts in t.l-te indUStry), v.il.ichever is the greater. The respective royalties on residu~ e'\S 
and on liquid hydrocarbons shall be determined by I) the highest ::oarXet price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the 
general area, or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades ofliquid hydrocarbons}, 
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not 
been processed. 

(D) OTifER PRODUCTS. Royalty on carbon blaelc, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons} 
whether said gas be "casinghead, • "dry," or any other gas, by frac:tionmng, burning or any other processing shall be 3/1 b part of the 
gross production of such products, or the marl:et value thereof, 111 ::be option of the owner of the soil or the Commissioner of the General Land Office, such market 
value to be determined as follows: 1) 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 month in which such products arc produced; whichever is the greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties 
paid under this lease in no event shall be less than an amount equal to the toU!l artnual delay rental berein provided; otherwise, there shall be due and payable on or 
before the last day of the month succeeding the artniversary date of this lease a sum equal to the total annual renU!l less the amount of royalties paid during the 
pre:eding :,·::::. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph. the delay renU!l amount shall bC' l'lne 
dollar {S 1.00) per acre. 

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time LO time, tbc owner of the soil or the Commissioner 
of the General Land Office may, at the option of either, upon 110( less than sixty (60) days notice to the bolder of the lease, require that the payment of any royalties 
accruing to such royalty owner under this lease be made in kind. 10e owner of the soil's or the Commissioner of the General Land Office's right to talce its royalty in 
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or I...essee's obligations, whether express or implied, 
under this lease. 

7. NO DEDUcnONS. Lessee agrees that all royalties accruing under this lease (inclu<ling those paid in kind) shall be without deduction for the cost of 
producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and other products 
hereunder ready for sale o r use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements for severance taxes and 
production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used LO 
process gas produced hereunder in any processing planL Notwithstanding any other provision of this lease, and subject to the wriaen consent of the owner of the soil 
and the Commissioner of the General Land Office, Lessee may rc:;ycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing 
formation underlying the leased premises after the liquid hydroc3:rbons contained in the gas have been removed; no royalties shall be payable on the recycled gas 
until it is produced and sold or used by Lessee in a martner wh.icb entitles the royalty owners to a royalry under this lease. 

9 . ROYALTY PAYMENTS AND REPORTS. All royalties no t talcen in kind shall be paid LO the Commissiooer of the General Land Office at Austin, 
Texas, in the following martner. 

Payment of royalry on production of oil and gas shall be as provided in the rules set forth in the T cx.as Register. Rules currently provide that royalry on oil is due 
and must be received in the General Land Office on or before the 5th day of the second month suc=ding the month of production. and royalty on gas is due and 
must be received in the General Land Office on or before the 151.!1 day of the second month succeeding the month of production. accompanied by the affidavit ofthe 
owner. manager or other authorized agent, completed in the form and martner prescribed by the General Land Office and showing the gross amount and disposition of 
all oil and gas produced and the market value of the oil and gas. t.Oge:ther with a copy of all docwn<:ats, records or re-ports confirming the gross production. disposition 
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and marlcet value including gas meter readings. pipeline receipts. ps line: receipts and other checks oc memoranda of amount produced and put into pipelines. tanks, 
or pools and gas lines or gas·stor.~ge. and any other reportS or recores ..,.ilich the General Land Office ~· require to verify the gross production. disposition and 
mltXJ:t value. 1n all cases the authority of a manager or agent to .::: !'oc the Lessee herein must be filed in the General Ut!d Office. Each royalty payment shall be 
accompanied by a check stub. schedule. summary or other remittmGe 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 (}0) days after the royalty payment was due, then Lessee owes a penalty of s~. on the royalty or 
S2S.OO, whichever is greater. A royalty payment which is over thu:y (3il) <iays iw: shail accrue a pcwll~· of 10% of the royalty due or S2S.OO whichever is greater. 
In addition to a penalty. royalties shall accrue interest at a rate of 1 :-;. per year, such interest will begin a.::cruing when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which arc: not filed when due shall incur a penalty in an amo unt set by the General Land Office administrative rule which is 
effective on the date when the affidavits or supporting documents -..-e:n:: 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 delinc;uen<:y penalty shall in no way opc:ar.r: tO prohibit the Slll.tc's right of forfeiture as provided by law 
nor act to postpOne the date on which royalties were originally due. Tbe 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 as to fair marlcet value. 

10. (A) RESERVES, CONTRAcrS AND 011{ER RECORDS. Lessee shall annaally furnish the U:>mmissioner of the General Land Office with 
its best possible estimate of oil and gas reserves underlying this lease oc allocable to this lease and shall furnish said Commissioner with copies of all contracts under 
which gas is sold or processed and all subsequent agreements and zmcndments to such contr.ICts within thirty (30) days after entering into or making such contracts, 
agreements or amendments. Such contracts and agreements when :=ived by the General Land Offioe shall be held in confidence by the General Land Office unless 
otherwise authorized by Lessee. All other contracts and records pe:-..aining to the production. transportation, sale and marlceting of the oil and gas produced on said 
premises, including the books and accounts, receipts and discharg:s of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and 
examination by the Commissioner of the General Land Office, the A.llOmey General, the Governor, or the representative of any of them. 

(B) PERMITS, DRJLUNG RECORDS. W~ notice of all operations on this lease shall be submia.ed to the Commissioner of the General 
Land Office by Lessee or operator five (S) days before spud date, work:over, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such 
wria.en notice to the General Land Office shall include copies of Railroad Commission fonns for applica.t:ion to drill. Copies ofweit tests, completion reports and 
plugging reports shall be supplied to the General Land Office at the time they arc: 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 R.ailroad Commission or any other governmental 
agency shall include the word •state• in the title. Additionally, in liCCOrdance with Railroad Commission rules, any signage on the leased premises for the purpose of 
identifying wells, tank batt.eries o r other associated improvements ':0 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 od:lcr information relative to the opcntion of the above-described premises, which may be 
requested by the General Land Office, in addition to those herein C9rcs.sly provided for. Lessee shall bzve an electric:LI and/or radioactivity survey made on the 
bore-hole section, from the base o f the surface casing to the total dc;ltb of well, of all wells drilled on the above described premises and shall transmit a uue copy of 
the log of each survey on each well to the General Land Office ·.within fifteen (1 S) days after the making of said survey. 

(C) PENAL TIES. Lessee shal l incur a penalzy 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 Offic::: administrative rule which is effective on the date when the materials were due in the General 
Land Office. 

11. DRY HOLE/CESSATION OF PRODUcnON Dl:'RING PRIMARY TERM. U: during the primary term bcn:ofand prior to discovery and production 
of oil or gas on said land, Lessee should drill a dry hole or holes tbe:'con. or if during the primary term b=of and a.ft.cr the discovery and actual production of oil or 
gas from the leased premises such production thereof should cease !rom 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 rcwooong operations thereon, or pays or tenders the next 
annual delay rental in the same manner as provided in this lease. U: during the last year of the prima!)' t..~ or w ithin sixty (60) days prior thereto, a dry hole be 
completed and abandoned, or the production of oil or gas should= for any cause, Lessee's rights shall remain in full force and effect without further operations 
until the expiration of the primary term; and if Lessee has not rc:sumed production in paying quantities at the expiration of the primary term, Lessee may maintain this 
lease by conducting additional drilling or reworking operations pur=.mt to Paragraph 13, using the expiration of the primary term as the date of cessation of 
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well witnm tne 
primary term hereof. Lessee may resume payment of the annual re:ual in the same manner as provided hm:in on or before the rental paying date following the 
expiration of siXty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto 
terminate. If at the expiration of the primary term or any time th=ftcr a shut-in oil or gas well is locat.cd on the leased premises, payments may be made in 
accordance with the shut-in provisions hereof. 

12. DRJLLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the e-xpiration of the j)rimary term, neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or reworting 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 faith and in workmanlike manner witbout 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 therea.ft.cr 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. IL after the expiration of the prim~~!)· tern\, production of oil or gas from the leased premises, after 
once obtained. should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or rewor1cing operations 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 n::wooong operations result in the production of oil or gas, the lease shall remain in full force and 
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not 
terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days aftc the completion of the well as a dry hole, and this lease 
shall remain in effect so long as Lessee continues drilling or rewor'.Cng operations in good faith and in a workmanl ike manner without interruptions totaling more 
than siXty (60) days. Lessee shall give wria.en notice to the Gcnc:a.l Land Office within thirty (30) ~-s of any cessation of production. 

1~. SHliT-lN ROYAL TIES. For purposes of this pan.g::-aph, ·well" means any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. If. at any time after :be 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 :ju.antities is located on the leased pr=ises, but oil or gas is not being produced for lack of suitable 
production facilities or lack of a suitable market. then Lessee may ?&'Y as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the 
lease, but not less than S 1.200 a year for each well capable of producing oil or gas in paying quantities . lf Paragraph 3 of this lease does not specify a delay rental 
amount. then for the purposes of this paragraph, the delay renw liTIOWlt shall be one dollar (S 1.00) pet acre. To be effective, each initial shut·in oil or gas royalty 
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must be paid on or before: (I) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days 
after Lessee completes a drilling o r reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half(l/2) 
to the Commissioner of the General Land Office and one-half ( 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 thai, if DO suitable production fac ilities or suitable market fo r the oil or gas exists, Lessee may extend the 
lease for :0MoCz~r<"~< <'~~) ye~r by pay in~ the same amount each year on o r before the expiration of each shut-in year. 

I 5. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and 
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any 
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective 
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory 
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing 
reservoir and within one thousand (I ,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half ( 112) 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 (I ,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 aeerue 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 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 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 term it shall then terminate 
as to all of the leased premises, EXCEPT (I) 40 acres su.rrounding 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 well upon which Lessee is then engaged in 
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules 
and regulations of the aailroad Commission ofTexas, or any successor agency, or other governmental authority having jurisdiction. 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 all acreage DOt thereafter allocated to said well or wells for 
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of 
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph I hereof, together with easements and rights-of-way for existing 
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 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 extended 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 I hereof). If such amount is paid, this lease shall be in force and e ffect 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 FTLING. 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 o r releases containing a satisfactory legal description of the acreage and/or 
depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed 
by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90) 
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or 
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is lOcated and in the official records of the 
General Land Office and such designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect 
the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased premises shall drill as many 
wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
addition, if oil and/or gas should be produced in commercial quantities within I ,000 feet of the leased premises, or in any case where the leased premises is being 
drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling o f a well or 
wells upon the leased premises within I 00 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing~ 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease Md ~e en'ller eftl-le 
3eil'3 ar;ene) ri~ht5 to forfeiture . Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment o~~ 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. ~ ~ 1 

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 premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or 
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee 
shall not be liable for damages fo r failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, DOthing 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. True and Correct 
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19. W AR.RANTY CLAUSE. The owner of the soil'''31nlli:S and agrees 10 defend title 10 the leased premises. If the owner of the soil defaults in 
payments owed on the leased premises, then Lc:ssec may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other liens 
on the leased premises. If Lessee makes payments on behalf of the o"'Ticr of the soil under this pa.ragnpll. Lessee may recover the cost of these payments from the 
rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
described land, whether or not Lessee's interest is specified herer.n.. then the royalties and rental herein provided to be paid 10 the owner of the soil shall be paid to him 
in the proportion which his interest bears 10 the entire undivided surface estate and the royalties and n:nt:aJ herein provided to be paid to the Commissioner of the 
General Land Office of the State of Texas shall be likewise propor.ioll&tely reduced. Howe ver, before Lessee adjusts the royalty or rental due to the Commissioner of 
the General Land Office, Lessee or his authorized representative must ~bmit to the Commissioner of the General Land Office a written statement which explains the 
discrepancy between the interest purportedly leased under this lease md the actual interest owned by the owner of the soil. The Commissioner of the General Land 
Office shall be paid the value of the whole production allocable 10 my undivided interest not covered by a lease, less the proportionate development and production 
cost allocable to such undivided interest However, in no eveot sh.all the Commissioner of the General Land Office receive as a royalty on the gross production 
allocable to the undivided interest not leased an amount less than thc Y1lluc of one-sixteenth (1/16) ofsucl! gross. production. 

(B) REDUCTION OF PA YMfNI"S. I( during the primary term. a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Boa:rd and the owner of the soil in accordance with Narura.l Resources Code Sections 52.151-52.154, or 
i( at any time after the expiration of the primary term or the eXLCncled term. this lease covers a lesser oumber of acres than the total amount described herein, 
payments that are made on a per acre basis hereunder shall be reduced according to the number of= pooled, released, sum:ndered, or otherwise severed, so that 
payments determined on a per acre basis under the tc:nns 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 prin=y tam, the number of acres actually retained and covered by this lease. 

21 . USE OF WATER. Lessee shall have the right to use 'll>"II.er produced on said land nc=sary for operations under this lease except water from wells or 
tanks of the owner of the soil; provided, however, Lessee shall oot use potable water or water suitable for liveslOClc or .irrigation purposes for watcrflood operations 
without the prior consent of the owner of the soil 

22. AUTHORIZED DAMAGES. Lessee shall pay the owoc:r of the soil for damages caused by its operations 10 all personal property, improvements, 
livestock and crops on said land. 

23 . PIPELINE DEPTii. When requested by the ownc of the soil , Lessee shall bury its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled oearer than two hundred (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, Lessee shall use the highest degree of care and all proper safeguards 10 prevent pollution. Without limiting the 
foregoing, pollution o f coastal wetlands, narura.l waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent 
spillage, seepage or ground water contamination. In the event of ;>allution. Lessee shall use all means :nits disposal 10 recapture all escaped hydrocarbons or other 
pollutant and shall be responsible for all damage 10 public and privnc: properties. Lessee shall build m d maintain fcoces around its slusl\, sump, and drainage pits 
and tanlc baru:ries so as to protect livcstoclc against loss, damage or injury; and upon completion or abandonment of aoy 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, while conducting operations on the leased premises, lceep said 
premises free of all rubbisl\, cans, bottles, paper cups or garbage, md tipon completion of operations shall restore the surface of the land 10 as near its original 
condition and contours as is practicable. Tanks aod equipment will be lc:ept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limiutioos in this paragraph, Lessee shall h.ave the right to remove machinery and f1Xnues placed by 
Lessee on the leased premises, including the right 10 draw and re:oove casing, within one hundred r:wemy (120) days after the expiration or the termination of this 
lease unless the owner of the soi: grants Lessee an extension of this 120-<!ay period. However, Le= may not remove 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 wria.eo notice to the Commissioner of the General 
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee 
under the tc:nns of this paragraph. 

27 . (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Pan.graph 29 of this lease, the rights and estates of either party to this 
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs. devisees, legal representatives, successors 
and assigns. However, a change or division in ownership of the land.. rentals, or royalties will not enlarge the obliga.tioos of Lessee, diminish the rights, privileges 
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effective:oess of any act performed by Lessee. And no change or 
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Lessee with satisfactory wria.en evidence of the change in O"''llcrship, including the original recorded muniments of title (or a 
certified copy of such original) when the ownerShip changed be= of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest 
assigned, relieve and discharge Lessee of all subsequent obliga.tioos 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 berween the several owners ratably, according to the aru of eacl\, 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 "'Uicb pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not tile a 
certified copy of such assignment in the General Land Office before the next rental paying date, the =tire lease shall t.c:nni.nau: for failure 10 pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all ob ligations, liabilities, and penalties owed to the State by the original lessee o r any 
prior assignee of the lease, including any liabilities 10 the State fo r ~d royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding my provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in part by 
assignment without the prior wria.en approval of the Cornmissiooc of the General Land Office, this I= is void as of the time of assignment and the agency power 
of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were ma~ to the owner of :he soil if the assignee is: 

(I) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which :be OV.'ller of the so il is a principal stod:holder or is an e:nployee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of S"JCh a partnership; T ue and Correct 
(4) a principal stockholder or employee of the corporation which is the owner of the soil: r f 
(5) a partner or employee in a partnership whicb is the owner of the soil; copy 0 
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(6) a fiduciary for the owner of the soil; including but not limited to a gu.a.-d.i.&r~ trust.ec, executor, adminis~or, receiver, or conservator for the 
owner of the soil: or 
(7) a family member of the owner of the soil or reined to the owner of the soil b:- marriage, blood, or adoption. 

28. RELEASES. Under the conditions CQntained in this pzn.gnph and ?angrzph 19, I....c:ssec may 11 any time cxecun: and del iver to the owner of the soil 
and place of reCQrd a release or releases covcin& any portion or portions of the (cued premises. riC thereby sum:nder this lease as to such portion or portions, and be 
relievc:4 of all subsequent obligll.ions as to a=ge sum:ndcred. If any pan of this lease is pro~~- su.-:-cndered., the delay rental due under this lease shal l be reduced 
by the proportion that the surrendered &erel4le bears to the aerel4le which wa.s CQvered by this I~ immediucly prior to such sum:ndcr; however, such release will 
not relieve Lessee of any liabilities which may have accrued under this lease prior to the =nde:- o~ su:h acreage . 

19. FILING OF ASSIGNME!'-.'TS A.'ID RELEASEs . If all or any pan of this le= is zssipled or released, such assip1ment or release must be reCQrded in 
the county where the land is siruii.Cd, and the r-....::ordcd instrument, of a ::op~· of the reCQrdcd ins=: certified by the County Clerk of the county in which the 
instrument is reCQrded, must be filed in the Gc:ocral Land Office within 90 days of the last cxecu:ioo da1.c aceompanied by the prescribed filing fee. If any such 
assignment is not so filed, the rights acquired ander this lease shal l be subjea to fo rfeiture .:: the opcioc of the Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-<les-~ land have been included in this instrument, including the 
statement of the true CQnsideration to be paid for the execution of this leasc and the rights and du:ies o~ the parties. Any CQIIateral agreements concerning the 
development of oil and gas from the leased pr=ises which are not CQnta.ined in this lease rcnde:- this l=c invalid. 

31. FIDUCIARY DLTTY. The owne:- of the soil owes the Stne a fiduciary duty an~ m= fully disclose any facu affecting the State's interest in the leased 
premises. When the interests ofthe owner oft!>e soil CQnflict with those of the Suue, the ov.TJer ofth: soil is obl igat.ed to put the State's interests before his personal 
interests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any stnn withi:I: thirty days afte~ it beCQmes due, or if Lessee or an authorized 
agent should knowingly make any false rerum or false report concerning production or drilling. or i!L:ssee shal l fail or refuse to drill any offset well or wells in good 
faith as requirc:4 by law and the rules and regulations adopted by the Commissioner of the Gene:21 La.1d Office, or if Lessee should fail to fi le reportS in the manner 
required by law or fail to CQmply with rules aoc regulations promulgat.cd by the General Laod OfScx, the School Land Board, or the Railroad Commission, or if 
Lessee should refuse the proper lllthority access to the records pertaining to operations, or if Lesse: o: an lllthoriz.cd agent should knowingly fai l or refuse to give 
correct information to the proper authority, or knowingly fail or refuse to furnish the General i...riC Of5:x a correct log of any well, or if Lessee shall knowingly 
violate any of the mat.erial provisions of this lczse, or if this lease is assigned and the assignment is oo: fil ed in the General Land Office as required by law, the rights 
acquired under this lease shall be subject to forfeiture by the Commissioner. and he shal l forfeit s=x when sufficiently informed of the facts which autho:iu a 
forfeiture, and when forfeited the aru shall ap.in be subject to lease under tbc terms of the R.clinqu!sh.:::leot Act. However, nothing herein shall be CQnstrued as 
waiving the automatic termination of this I cue by operation of law or by r=.son of any specialli..t:::.r.z::Joo arising hereunder. Forfeitures may be set aside and this 
lease and all rights thereunder reinstated befo re the rights of another intervene upon satisfa=~· e";d::~:x to the Commissioner of the General Land Office of future 
compliance with the provisions of the law and of this lease and the rules and regulations tha:: m~ be a:lOpted relative hereto. 

33. LIEN. In accordance with Teu.s NaruraJ Resources Code 52. I36, the Swe shal l ezvc t flrst lien upon all oil and gas produced from the area CQvered 
by this lease to secure payment of all unpaid royalty and other sums of money that may be ::orne due ll:l~er this lease. By acceptance of this lease, Lessee grants the 
St.at.e, in addition to the lien provided by Texas ~arura.l Resources Cod: 52.136 and any otb~ a,;lpli~le statutory lien, an exp~ CQnuacruallien on and security 
interest in all leased minerals in and extracted from the leased premises. all proceeds which ma~· a=-u: to Lcsscc from the sale of such leased minerals, whether such 
proceeds arc held by Lessee or by a third party, and all fixtures on and improvements to th: le=c! pr=ises used in CQnncctioo with the production or processing of 
such lcasc:4 minerals in order to secure the paymen: of all royalties or o6er amounts due o~ to be ::om: due under this lease and to secure payment of any damages or 
loss tha.t Lessor may suffer by reason of Lessee's breach of any covenant or condition of this I cue, "'1l:-:her elCpress or implied. This lien and security interest may be 
foreclosed with or without CQurt proceedings ir. the manner provided ic the Title I, Chapter 9 o~tbc T=x.as Business and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute a,,d rerord such instrumrnts a:s may be reason.abl~ ~'"Y to acknowledge, anacb or perfect this lien. Lessee hereby 
represer::s that there arc no prior or superior liCTIS arising from and relcing to Lessee's a:tivitJes tl'?OI: :!lc above-<lescribed property or from Lessee's acquisition of 
thi; !e~e. Sh:dd the Commissioner a.t any ti1:1: determine that this rcprc:senwion ir n<'t true, the:: tb: Commissione r may declare this lease forfeited as provided 
herein. 

34. ?OOUNG. Lessee is hereby g::-anted the right to pool or unitiu the royalty int.ercs: o~the owner of the soil under this lease with any other leasehold 
or mineral interest for the elCploration, developcent and production of oil or gas or either of them a;x>t 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 in teres: o~ Oc: St.at.e under this lease pursuant to Texas Na.tural Resources 
Code 52. I 5 1-52.153. The owner of the soil agrees that the inclusion of this provision in this lc.as.: sz:isfies the execution requirements stated in Texas Na.rural 
Resources Code 52. 152. 

and 
35. INDEMNITY. Lessee hereb~· releases and discharges the Swe ofTexas~thc cv.TJe- of the soil. their officers, employees, partners, agents, 

contractors, subCQntractors, guests, invitee$, anc! their respective su~rs and assigns, of me! fror::::: z.!: and any actions and causes of action of every nature, or other 
harm, including environmental harm, for whicl: reCQvery of damages is so~t.. including, but no: I il:::li'.u:! to, all los.ses and expenses which are caused by the 
activities of Lessee, its officers, employees, anc agents arising out of. incicknt.a.l to, or resulting froa:. tx operations of or for Lessee on the leased premises 
hereunder. or that may arise out of or be occasioned by Lessee's breacb of any of the terms o~ pro, isiocs of this Agreement, or by any other negligent or strictly liable 
act or omission of Lessee. Further, Lessee hercb~· agrees to be liable for. cxonerat.e, indemnify, ckft:nc and hold harmless the State ofTexas and the owner of the soil, 
their officers, employees and agents, their su=sors or assigns, against an~' and all claims. I iabili~ losses, damages, actions, personal injury (including death), 
CQsts and expenses, or other harm for which r=very of damages is sought., under any theo~· indtxiiot tort, contract, or strict liability, including attorneys' fees and 
other legal expenses. including those rela.ted to environment.a.l hazards.. on the leased premises o: ir. ~way rela.ted to Lessee's fa.ilure to CQmply with an~ and all 
environmental laws; those arising from or in any way relucd to Lessee 's operations o r any oth::- o~l.=sce '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 o f or be occasio~ b~ :...Cssee 's breach of any of the terms or provisions of this 
Agreement or any other act or om is~ ion of Le=c, its directors, officers... employees. partnc:·s. agc:o::s.. c:mtract.ors. subrontractors, guests, invitees. and their respective 
successors and assigns. Each assignee of this ..... greemenl, or an intercs; therein .. agrees to be lia!>le fo: exonerat.e, indemnify, defend and hold harmless the State of 
Texas and the owner of the so il, their officers. employees , and l4lents in the same manne: provioe~ z.=ve in ronnection with the activities of Lessee , its officers. 
employees, and agents as described above. E..'XCE?T AS OTHERWISE EXPR.ESS L Y LL\1ITE.D EI:R£11'\. ALL OF TH.E ~"DEMNIT\' OBLIGA TIO!'\S 
Al"ffi\OR LIABILITIES ASSUMED UI'\DI:R THE TERMS OFTIUS -' GREEME~T SHALL BE WITHOt.rr LIMITS A.'"D WITHOt.rr REGARD TO 
THE C AUSE OR CA USES THEREOF (EXCLUDING PRE-EXISTI:"G CO!\"DITI O~S). STRJCT LlABIUll' . OR nu: NEG LIGE CE OF AI"\' PARn' 
OR PARTIES (INCLUDING THE l"\EG LIGE!'ICE OF THE INDD!:'lFIED ?ARn). WHrrHIR SUCH 'EG LIGE~CE BE SOLE.. J OIJ\T, 
CONCURREJ\T, ACTIVE. OR ? ASS IYE.. 
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J6. ENVIRONMBIT AL HAZARDS. Lessee slWI-= !be highest degree of can: and all reasonable wc:gu.ards to prevent contamination or pollution of 
any envir.Jnntental mediwn. including soil, surface waters.. ~. sediments, and swfacc ex subsurface stna.. ambient air or any other environmental medium 
in. on. or under, the leased premises, by any waste, pollutant. or :cotxnin&nL Lc:= shall not bring or permit to remain on the leased premises any asbestos 
containing materials, e)(plosives, to)(ic matcrim, or substano:s :qulan:d as h.urdow wastes, haurdous matc:Tim, h.a:urdow substances (as the term •Hazardous 
Substance" is defined in the Comprehensive Eavironmental ~Compensation and Liability Aa (CERCL\). ~2 U.S.C . Sections 9601, et seq.), or to)(ic 
subswces under any federal, state:, or locallzw or regulation (1-'...zzm-dow Mmrials"), e)(cept or~· products commonly used in coMection with oil and gas 
ell:ploration and development operations and stored in the =W :nanoer and quantities. LESSEE'S VIOlA TlON OF THE FOREGOING PROHIBmON 
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL L""DEMNlFY, HOLD HA.R.\iLESS AND 
DEFEND THE STATE OF TEXAS AND TB.E OWNER OF~ SOIL FROM AND AGAL"i.ST A. 'lY CLA~tS. DAMAGES, JUDGMENTS, PENAL TIES, 
LIABILITIES. AND COSTS (INCLUDING R£ASONABU: ATTORNEYS' FEES AND COURT COSTS) CAt:SED BY OR ARISING OUT OF (I) A 
VIOLA TlON OF TilE FOREGOING PROmBmON OR (II) THE PRESENCE. RELEASE. OR DISPOSA..L OF ANY HAZARDOUS MA TERlALS ON, 
UNDER. OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR COI"\TROL OF TH.E LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY son. OR GROUNDWATER COl'IT AMINA TlON A. 'ID DAMAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATDUAI.S IN, ON, UNDER. OR A.BO'Ll' THE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PREMISES IN CONFOR.\iA.'iCE wrm: THE REQUIRL'\ii.'."TS OF APPLICABLE LAW. TIIIS 
INDEMNIFICATION AND ASSUMPTION SHALL APPLY. BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTHER ENVIROI"\~T A..L LAW OR REGULA TIO!'i. LESSEE SHALL IMMEDlA TEL Y GIVE THE STATE OF 
TEXAS AND THE OWNER OF TilE SOIL WRfiTEN :-iOTICE OF ANY BREACH OR St:SPECTED BREACH OF TIIIS PARAGRAPH, UPON 
LEARNING OF THE PRESENCE OF ANY HAZARDOCS ~ TERIALS, OR UPON RECEIVL'iG A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO HAZARDOUS MATERIALS 'WHICH MAY AFFECT TilE LEASED PREXI.SES. THE OBLIGA TlONS OF LESSEE 
HEREUNDER SHALL SURVIVE TilE EXPIRATION OR EARLIER TERMINATION. FOR .J....'\"Y REASON. OF TinS AGREEMENT. 

J7. APPLICABLE LAW. This lease is issued tmda :be provisions ofTe)(as Natural Resources Code 52.1 7 1 through 52.190, commonly lcnown as the 
Relinquishment Act, and other applicable sta.tutes and ameodmc:::m lbcreto, and if any provision in this lease docs oot confonn to these starut.cs, the statutes will 
prevail over any nonconforming lease provisions. ' 

38. EXEClJilON. This oil and gas lease must be riped and aclc:nowledged by the Lessee befo re it is filed of record in the county records and in the 
General Land Office of the S tate ofTell:as. Once the filing requir.:malts found io Paragraph 39 of this lease have been satisfied. the effcaive date of this lease shall 
be the date found on Pa.ge I. 

39. LEASE FILING. Pursuant to Chapter 9 of the T:xzs Business and Commerce Code, this lease must be filed ofrt:cord in the office of the County 
Clerk in any county in which all o r any part of the leased pre:n.i.ses is located. and certified copies tbcr.:of must be filed in the General Land Office. This lease is not 
e ffective until a certified copy of this lease (which is made and =ti.ficd by the County Cleric from his records) is filed in the General Land Office in accordance with 
Te)(as Natural Resources Code 52.18J. Additionally, this lease shall oot be binding upon the State: unless it reciteS ::be actual and true consideration paid or promised 
for e)(ecution of this lease. The bonus due the State: and the ;n='bed filing fcc shall accompany sucb certified copy to the General Land Office. 

~~~J 
BY:. ______________________________ __ 

TITLE:.______,¥~J.,...-'7""T~ Qjooooot!+-1 _ _ 

DATE:. ____ ......:...._L..L _________ _ 

STATE OF TEXAS 

BY:-:-:----:-:---:---~::--:---:::------:-=:-----­
Individually and as a.gent for the State ofTell:as 

Date: _______________________________ _ 

STATE OF TEXAS 

BY: _____ ......,... ____ -:--------------------
Individually 3lld as a.gent for the State ofTe)(as 

Date: ________________________________ _ 

DAL TEX MUNN ASSOCIATES, 
a Texas Joint Venture 

By:~~~~~=;==:===--
M. Brad Bennett. :'1.-lanaging Panner 
Individually and as agent for the State ofTexas 

Date : __ JfL-:.-:;;7,....4'----~~_..?'---'6~---

By: w. tl m~.:;;-
W.H. Munn, II. :-.tanaging Partner, 
Individually and as aig nt for the State of Texas 

Date: f/1
1
_1 g 
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PEGGY AINSWORTH 
M'f COMMISSION EXPIRES 

April 22, 1999 

STATE OF TEXAS § 
COUNTY OF MIDLAND § 

PEGGY AINSWORTH 
MY COMMISSION EXPIRES 

April 22, 1999 
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STATE OF TEXAS § 
COUNTY OF MIDLAND § c../4.__ 

This instrument was acknowledged before me on the ~ day of__,~,..........-.F--' 

PEGGY AINSWORTH 
MY COMMISSION EXPIRES 

April 22, 1999 
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EXH IBIT "A" 
to 

Oil and Gas Lease dated Apri l Z, I 998, 
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 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 e lects within the specified time to take over the well and attempt to complete the well 
as a water well, then, after the owner of the soi l's complying with all the rules and regulations of the 
Railroad Commission of Texas, the General Land Office and applicable statutes, Lessee shall, at its 
expense, set a ll 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 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 soi l shall own the well and shall be 
responsible for a ll 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 soil may use such excess water as may be available from 
time to time for ranch operations. Upon the cessation of 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 soi l first obtained, Lessee shall 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. 

4 I. The owner of the soil or h is des ignated representative at their sole risk and expense, shall have 
access to the derrick floor and all other areas at al l times during any operations conducted by Lessee on 
said lands. Written notice of operations under this lease shall be submitted to the owner of the soi l by 
Lessee five (5) days before spud date, cessation of production, re-entry, temporary abandonment or 
abandonment of any well, and shall include copies of Railroad Commission fonn s 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 infonnation 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 e lectrical 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 thl' 
owner of the soil within fifteen ( 15) days after making of said survey. CT COPY CERTIFICATE 

CERTIFIED TRUE AND CORRE 
1
_.,"2 

SIGNED FOR IDENTIFICATION: 

~.~ 
M. Brad Bennett, Manag ing Partner 

W.H. Munn I I, Manag ing Partner 

STATE OF TEXAS File No ... _._.1u{/)2J~-
COUNTY OF REEVES Filed: 6-16-,98 
The aboVe and fOieQOII'IQ IS a full. true and correct photograpllle copy ot !he 
oogl!l31 recOid now m ~y lawful custody and posseSSIOO as the same IS 

~e r ecorded in the 
;{~al public records~.!6- 8 .• ~ ;.t<>~ 1 hereby cerufied 011 __ --

{::: ~~ ~-~ DIANNE 0 . FLOREZ, COUNTY CLERK ~"- a~~··e 

W REEVES COUNTY, TEXAS 

s't'.dt Yn?crzL, t1 La ILL 
(} ~ DEPUTY 

True and Correct 
copy of 

Original filed in 
Reeves Co..!&tY 

Clerks Office 





TEXAS GENERAL LAND OFFICE 

GARRY MAURO 
COMMISSIONER NffiMORANDUM 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: Clay Johnson 

County: REEVES 

Section: 26 Block: 55 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3/16 

Consideration 

Recommended~ G 7-JtJ. _Qg 

Not Recommended: ----

Comments: 

Lease Form 

Recommended: fhd 6/t ffB 
' Not Recommended: ----

Comments: 

Spencer Reid, Senior Deputy 

Recommended: ?1<----
Not Recommended: --- -

Bonus/Acre 

Rental/ Acre 

Date: g_fzjqi 

Date: 

DATE: 09-Jul-98 

Base File#: 119503 

Abstract: 3666 

$50.00 

$1.00 

G Mauro, Commissioner ----- -
Approved ~<C..fi-+---
Not Approved: ___ _ 
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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-100085 
All Sec. 26, Blk. 55, PSL, containing 641 acres; 
All Sec. 27, Blk. 55, PSL, containing 641 acres; 
All Sec. 34, Blk. 55, PSL, containing 641 acres; and 
All Sec. 35, Blk. 55, PSL, containing 641 acres 
Reeves County 

Dear Mr. Ready: 

Stephen F Austin Bu•ld1ng 
1700 North Congress Avenue 
Aust1n , 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-100085. Please refer to 
this number in all future correspondence concerning the lease. 

Your remittance of $62,221.98, 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. 

;;y~ ~ J 
DrewReid ~ 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

DR:MT:mrg 

Pronled on recycled paper wolh soybean onl< 



RAL REVIEW SHEET 

Tr~~JSZtDI # 2504 

LIJSSfl': Daltex Munn Associates 

Lossoa: Clay Johnson 

LEASE IISCRPTJON 

CIUity 
REEVES 

REEVES 

REEVES 

REEVES 

TIRMSOFFERED 

Mmi'Y T 11'111: 

lknls/Ain: 

Rlllta/ Aln: 

Roymty: 

COMPARISONS 

Plf# 

Is years 

13/16 

l.8ss8o 

Base Flo No Part 
11 9503 

138842 

38844 

' 135668 

$50.00 

$1.00 

ALL 

ALL 

ALL 

ALL 

G~t: L. Collier 

Loaso nato: 417/98 II 'J 

Acros: 2564 

Soc. BID Twp Stnoy 
26 55 00 PUBLIC SCHOOL LAND 

27 55 00 PUBLIC SCHOOL LAND 

34 55 00 PUBLIC SCHOOL LAND 

35 55 00 PUBLIC SCHOOL LAND 

TIRMS RECOMMENIID 

Mmi'Y T 11'111 [Years 

lknls/A1r0 ~ $so.oo 1 

Rllltal AlrO c= $1 .oo 1 

Roymty @06 

Date 

CllmDJtJ: I First & second year rental is $1 .00, third & fourth year is $16.67. 

Thursday, July 09, 1998 

Abst# 
3666 

4637 

4639 

4384 



~ 
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TITf,N RESOURCES, L.P. / 
ACOUISITION CHECKING 

COMM ISSIONER OF THE GE ERAL LAND OFFICE 
PARAGOI'r.'.'299:Lc.\Jse Bonus 

Checkmg 

TITAN RESOURCES, L.P. 
ACQUISITION CHECKING 

Lease Bonus 

Paymemm full of the In of lease 
bonus consideration due State 
ofTCXas unrri.Jl) Oil and Gas 
Leases dated ~/07/98 from the State 
of Texas by A gem, Daltex 
Munn Assocaates, Lessors, 
in favor of Clay Johnson. 
Lessee, covenng various 
lands in Culberson and 
Reeves Counties, Texas, 
as set out on attached 
spreadsheet. 

COMM ISS IO ER OF THE GENERAL LA D OFFICE 
:'.\RAGON #299:Lcase Bonus 

Checking Lease Bonus 

Payment m full of the 112 of lease 
bonus consideration due State 
of Texas under (13) 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 in Culberson and 
Reeves Counties, Texas, 
as set out on attached 
spreadsheet. 

51:.1~8 

980538 11 - '-' 

516198 

001562 
626.77-UO 

I 70 

'A 626,774.50 

001562 
626,774.50 

Co z, 0 ~~ . ~~ 

\f\1\- ... \ a-m> e, ;-

626,774.50 





Lease Number Book/Vol Page Entry County I Parish State 

TX299-389-060-001-00 600 404 AMENDMENT000106 REEVES TX 

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

LegaJ. oescnpuon 

All Secc1on 26, BLock ss. PSL, conta1n1ng 641 acres; 

All Section 27, Block ss. PSL, conta1n1ng 641 acres; 

All Sec1ton 34, BLock ss. PSL, conta1n1ng 641 acres; and 

All Sect1on 35, BLock 55, PSL, containing 641 acres 

Ong1nal Recordatlon: 

Reeves: Recorded 6 - 17 - 98, Vol. 590, Page 143, Index U001722 

PR ECT TX299 - PARAGON INDIAN/ST/FED LSE 4 ~-: o~~s~~ 
• • • •• • ---

P-./ e\; • Account Number Amount: 

• 
x 1241 . 94 St9-J: e . of Texas 

G IUE!lt~ l Land Office 
1 1~-Q tJ. Congress Avenue 
Au t l tl , TX 78701 lz_r • .... il-t?A n f.esoL raS • • • • • 

RN - Period Beg . 04/07/1999 DELAY RENTAL CHECK U 1 0023 4 

INSTRUCTIONS TO DEPOSITORY : You have been des1gnated as depos1tory for the above descr1bed payment Please cred1t: the proceeds 
thereof to the part:1es named and 1n the amount:s tndicated Should any d1ff1culty of any nature ar1se, DO NOT RETURN our check, but: 
make the depos1t to the cred1t of t:he party named tn a spec1al account, and advise us as soo n as poss1ble for furt:her tnstructlons. 

c· J034 836 100234 



Rental ayment _ _;:r:_;;;-;e -_j'_j_ 

.... . . . 
• • • 
•••• • • • • • • 

• 
• •• • • • .. . . .. 
• • • •• • 

• • • • • • • . . 



••• • •• • • • • • Lee-se Number Book/ Vol Page Entry • •• I • • • nty I Parish State 
• • • •• • • • • • 

• • • • • • 
TX299-389-060-001-00 590 143 00 1 7 22 • ··~ • REEVES TX 

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

Legal Descrlptlon 

All Section 26, BLock 55, PSL, conta1n1ng 641 acres; 

All Section 27, Block 55. PSL, containing 641 acres; 

All Sec1ton 34, BLock 55, PSL, contain1ng 641 acres; and 

All Sect1on 35, BLock 55, PSL, conta1n1ng 641 acres 
035~1 

-l... 

Amendment Recordat1on : 

Culber son: Recorded 01/27/1999, Volume 78, Page 905, Amendment U51493 

Reeves : Recorded 01/14 /1999, Volume 600, Page 404, Amendment U000106 

. . 

PROSPECT TX299 - PARAGON INDIAN/ ST/ FED :..SE# rv:-::..00085 
j 

Payee(s ~)) () Account Number AmOunt 

State of Texas ~ \- ~ · 
)1 241 . 94 

General Land Office \'1--\ ~ ·) 
1700 N . Congress Avenue ~ Aus t i n , TX 78701 

.- -
' RN - Period Beg . 04 /07/2-000 DELAY RENTAL CHECK U 100902 

...._ 
INSTRUCTIONS TO DEPOSITORY: You have been designated as depos1tory for the above descr1bed payment. Please cred1t the proceeds 
t hereof to the parties named and in the amounts 1nd1cated. Should any diff1culty of any nature ar1se. DO NOT RETURN our check, but 
make the depos1t to the cred1t of the party named 1n a spec1al account, and adv1se us as soon as poss1ble for further 1nstructions. 

100902 



• • • • . . . ,. . . 
• • • • • • • • • • • •• •• • •• . ·.· : : : . ·. • • • e< ee • • • 



Check # 102057 
Property Id / MMS Eff. Date Recording Information State County/Parish 

TX299-389-060-00 1-00 04/07/1998 06/17198 BK 590 PG 143 ENTRY 001722 Texas Reeves 

M 100085 

Property Name I Lessor 
State of Texas, act1ng by and through its agent, Daltex Munn Assoc1ates, a Jo1nt Venture under the laws of the State of Texas 

Property Legal Description 
All Sect1on 26, Block 55, PSL, containing 641 acres; 
All Section 27, Block 55, PSL, containing 641 acres; 
All Seciton 34, Block 55, PSL, containing 641 acres; and 
All Section 35, Block 55, PSL, containing 641 acres 

Amendment Recordation: 
Culberson: Recorded 0112711999, Volume 78, Page 905, Amendment #S1493 
Reeves : Recorded 0111411999, 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 
Austm, TX 78701 0.00 

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 

0410712001 12 DELAY RENTAl 20703.10 0.00 

I I 0.00 0.00 • . 
• . . 
•• •• - • 

I I ~ 0.00 0.00 _\ • • 

Pur<- e..t SO~A-(C.t '5 L,p/Vi d-\ . 
1.\ .... 

I I ,_ 0.00 0.00 ./l 1\ '1. . IV • • • 
'{ ~() IV_; • .... , - .... • -

I I 0.00 O.O~I ll jl41U I . • ••• •• • 

Instructions to depository: you have been des1gnated as depository for the above descnbed payment(s). Please cred1t the proceeds thereof to the parties 
named and 1n the amounts 1nd1cated. Should any difficulty anse, make the depos1t 1n a speCial account, and contact us 1mmed1at~ ~ 1 0 2 O 5 7 



• • • • • • • • • 
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